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THE  AFTERNOON 
IT'S  AN  ECONOMY  MODEL. 


OUR  PMOMTYOVERNIGIffT  SERVICE  DQJVERS 
SERVKE  DELIVERS  BY  3:00  RM.  AT 

Federal  Express  is  now  the  only  air  express  company 

to  offer  two  next-day  delivery  service  options. 

Our  Priority  Overnight  Service"**  can  deliver  your  most 

time-sensitive  sliipments  by  10:30  A.Mf  But  if  you 

can  wait  until  the  afternoon,  new  Standard 

Overnight  Service""  will  deliver 


BY  10:30  AJA.  NEW  S1ANMRD  OVERMGHT 
OF  THE  LOWEST  PRICES  AROUND. 

packages  up  to  150  lbs.  by  3:00  P.Mf  At  a  price  that's 
tough  to  bt^at.  And  of  course  both  Priorit>  0\emight 
and  Standiu*d  Overnight  come  willi  ;ill  llie  ser\ice 
iuid  reliabilit>  you  expect  from  Fedenil  Kxpa^s. 

We  figure  iill  tliat  now  makes  us  two  times 

better  tliiui  tlie  competition. 


AbsolutekPositivcly, 
The  Best  lii  The  Business.' 


*Sef  KiHlonil  l-lxprcss  .Service  (iulde  for  delivery  commlunent  In  your  am.  Claim  iMsed  oa  aentOM  ofcwd  by  mtfjot  compctitoci. 
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Hughes  technology 


TELECOM  MUN/CAT/C  )NS 

Hughes  proricU's  a  full  niugc  of  products 

ciUilscrriccs.  iucliulini^  satellites. 

terminals,  atul  business  and  local  area 

co/>if)uter  networks 


mAXS/'ORTATlON 

Hughes  is  (ie:  eloping  thefxmvr 

electronics  for  (iM  's  new  ekxtric  cur 


TRA.\SP(WTATfO.\ 
Hugl.H's'  commerviiiJ  air 
Iniffic  control systitns proiide  the  most 
tuitttnceti  automated  tecbnotogt 
meet  u  \  irldu  ide  atstomer  nex 


A  GM  Hughes  Electronics  Company       For m«»inKxm«tonci«;(20) 


is  good  for  business. 

Sophisticated  electronics  systems  from  Hughes  have 

played  a  leading  role  in  defense  electronics.  And  as 

we  diversify  our  extensive  electronics  experience  is  playing  an 

increasing  role  serving  customers  in  the  commercial  arena. 


Already,  Hughes  has  reached  many  new  commercial 
markets.  Among  them  are  the  following: 


TELECOMMUNICATIONS 

Satellite  Communications 

Private  Business  Networks 

Digital  Cellular  Communications 

Mobile  Communications 

Packet  Switching 


COMMERCIAL  AVLVTION 

Flight  Simulators 

Landing  Aid  Radar 

Aircraft  Video  & 

Cabin  Management  Systems 


TRANSPORTATION  SYSTEMS 

Automotive 

Traffic  Management 

Rail  Transportation 

Maritime  Management 

Air  Traffic  Control 

Airport  Integration 

ENTERTAINMENT 

Audio  Products 

Projection  Television  Systems 

Leisure  Simulation  Systems 


Our  diversification  into  new  markets  is  reflected  by  our 

growth  in  commercial  sales,  which  has  shown  a  compound 

annual  growth  rate  of  22%  from  1986  to  1990.  And  we  will 

continue  to  grow  at  about  this  rate  through  the  mid-1990s. 

Hughes  technology.  Good  for  business. 


COMMERCIAL  AVIATION 

Hughes'  visual  systems  and  full -flight 

simulators  provide  the  most  realistic 

/light  training  possible. 


ENTERTAINMENT 

Hughes  Sound  Retrieval  Systems  create 

astonishing  .^-D  home  audio  realism. 
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"I  don't  do  it  happily. 
But  you've  got  to  swallow  a 
big  dose  of  realism." 
40 


Simplify  your 
financial  affairs 
with  a  few  good 
mutual  funds. 
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Ohio's  Mean  Streak: 

Disney  is  bigger.  But  Cedar  Fair 

is  more  profitable. 

^amm  64 
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The  Annual  Fund  Survey  begins 
with  a  table  of  contents,  and  a  direc- 
tory of  our  Best  Buys  tables,  on  page 

157. 
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News  Corp. 

By  Kathryn  Harris 

These  are  unpleasant  times  for  Rupert 
Murdoch.  He's  spending  most  of  his 
time  cutting  costs,  selling  assets  and 
keeping  his  nervous  bankers  happy. 

Sega  Enterprises  42 

By  Gale  Eisenstodt 

Can  Sonic  the  Hedgehog  zap  the 
Super  Mario  Hrothers?  On  the  answer 
turns  the  future  of  the  $4.5  billion 
U.S.  videogame  business. 

Banking  43 

By  Rita  Koselka 

With  big  New  York  and  (California 
banks  merging,  midwest  regionals  are 
playing  their  own  merger  game. 


Jefferson-Pilot  Corp.  44 

By  Lisa  Scheer  and  Edward  F.  Cone 
Heiress  Louise  Parsons  has  reasons 
to  be  gratefijl  to  the  man  who  runs 
Jefferson-Pilot.  So  why's  she  trying  to 
fire  him? 

Asea  Brown  Boveri  46 

By  Paul  Klebnikov 

Percy  Barnevik  has  quietly  built  the 
leading  equipment  supplier  to  the 
world's  electric  companies. 

CeUular  Standoff  56 

By  Fleming  Meeks 

McCaw  Cellular  and  PacTel  Corp.  are 
facing  what  could  be  the  year's  big- 
gest cellular  deal. 

Up  &  Comers: 

Cedar  Fair  64 

By  Lisa  Gubernick 

Ihe  Ohio  theme  park  operator  is  far 
smaller  than  Disney  and,  dollar  for 
dollar,  much  more  profitable. 

Up  &  Comers: 

Groupe  Chevignon  68 

By  Katharine  Weismaii 

Can  an  Algerian-born  Frenchman  sell 
retro  American  clothing  to  Ameri 
cans?  Ciuy  A/oulay  insists  he  can. 

The  Wedding  Business  85 

By  M.itthcwSctiiltiii 

1  lave  you  picked  up  a  bridal  magazine 

latelv?  Hon't  .strain  vour  back. 


Railroads  92 

By  James  R.  Norman 

Andrew  Mellon's  grandson,  Timothy 
Mellon,  tried  to  make  his  o\\  n  fortune 
putting  together  small  railroads. 

Oil  Exploration  98 

By  Tom  Mack 

Dallas'  Duke  Rudman  is  a  throwback 
to  the  old-time  wildcatters.  Except 
that  Duke  won't  go  broke. 

Occidental  Petroleum  128 

By  Thomas  Bancroft 

Ray  Irani  has  wasted  no  time  moving 
out  from  under  the  late  Armand 
Hammer's  shadow. 
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"We  Do  What  Mexicans  Do" 

By  Jerry  Flint 

A  major  automobile  industry  grows  in 

Mexico. 
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Coming  from  Mexico: 
Today,  Fords  and  VWs. 
Tomorrow,  Mercedes? 
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Saving  America's  wetlands? 
Or  obliterating  property  rights 
in  the  name  of  biodiversity? 
104 


Weddings  are  a  $32  billion 
business.  And  that's  just 
counting  first  marriages. 
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Old  pens 
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they  can  hold 
their  value. 
^^H   150 


LAW  AND  ISSUES 


Taxing  Matters: 

Spin  While  You  Can  88 

By  Laura  Saunders 

Spinoffs  are  just  about  the  only  way 
left  to  divest  assets  tax  free.  Wall  Street 
loves  them.  The  Internal  Revenue 
Service  doesn't. 

The  Strange  Case  Of 
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By  Warren  Brookes 

If  parts  of  your  backyard  are  a  bit 
soggy  after  a  heavy  rain,  watch  out! 
According  to  current  EPA  regula- 
tions, it's  wetland. 

"Self-Destructive  Lunacy"  121 

By  John  H.  Taylor 

San  Francisco's  politicians  seem 
determined  to  drive  business  from 
the  city. 

On  The  Docket: 

Bad  News  For  Bad-Mouthers      130 

By  James  Lyons 

When  it  comes  to  commerce,  speech 

is  less  free  than  you  might  think. 
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Search  And  Find 

By  Joshua  Levine 

New  ads  poke  fun  at  Wilson  Br^'an 
Key's  theory  of  subliminal  advertis- 
ing, but  the  man  prospers.  Also:  Do 
grade  school  kids  really  need  their 
own  deodorant? 


138 


Oracle  Systems 

By  Julie  Pitta 

Larry  Ellison,  who  used  smoke  and 
mirrors  to  create  a  Wall  Street  high- 
flier, says  he  is  now  reformed. 
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Richard  A.  Shaffer. 
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By  Christie  Brown 

Why  not  sign  your  name  with  st>'lc? 

Careers: 

Franchise  Hell  152 
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MALCOLM  S.  FORBES,  Editor-in-Chief  ( l'^S4  I  WO) 


Best  buys  in  mutual  funds 

Ogden  Nash  wroth:  "I  think  that  I  shall  never  see/A 
billboard  lovely  as  a  tree."  This  editor  thought  he 
would   never   see   an   investment   guidebook 
worth  cutting  down  trees  for.  My  mind  was 
changed  when  Jane  Bryant  Quinn  sent  me       ^ 
a  copy  of  her  just-published  Making  the 
Most  of  Tour  Money  (Simon  &  Schuster, 
$27.50).    In    contrast    with    most    such 
guidebooks,   which   arc   superficial   and 
dull,  Quinn's  manages  to  be  both  reader- 
friendly  and  sophisticated  on  everything 
from  buying  homes  and  insurance  and  securities 
to  dealing  with  problems  of  divorce,  retirement 
and  education.  The  book's  934  pages  are 
packed  with  usefijl  advice  and  figures. 

We  at  Forbes  were  therefore  pleased  that  this  knowledgeable 
adviser  recommended  our  annual  mutual  fund  surx'ey  in  these  words: 
"I'm  especially  fond  of  Forbes'  [sur\'ey],  because  it  gives  you  a  quick 
fix  on  how  well  each  fiind  does  in  up  and  down  markets." 

When  we  produced  our  first  annual  mutual  fijna  sur\ey  in  1956,  it 
was  unique  as  an  accessible,  judgmental  guide  to  mutual  fiinds. 
Today  we  have  dozens  of  imitators,  yet  the  Forbes  mutual  fund 
survey  is  still  unique.  Based  on  our  own  proprietar\'  system,  it  isn't 
about  who's  hot  and  who's  not.  It's  about  consistency'.  Since 
markets,  unfortunately,  go  down  as  well  as  up,  we  think  investors 
need  to  know  how  well  fLinds  stay  dr>'  in  foul  weather  as  well  as  how 
fast  they  move  in  good  weather.  This  year's  sur\e\'  has  a  useftil  new 
feature.  It's  called  Best  Buys  and  selects  the  4  to  8  best  funds  in  each 
of  10  categories,  plus  64  money  fiinds.  Sur\'ey  begins  on  page  157. 

Power  grab 

Most  of  the  media  have  portrayed  the  dispute  over  federal  wetlands 
policy  as  between  environmentalists  on  the  one  hand  and  developers 
and  rich  farmers  on  the  other.  That's  worse  than  an  oversimplifica- 
tion. It's  untrue.  In  "The  strange  case  of  the  glancing  geese"  Warren 
Brookes  cuts  through  the  rhetoric  to  show  what's  really  going  on. 
It's  a  naked  grab  for  power  by  parts  of  the  federal  bureaucracy-  in 
conflict  with  the  Fifth  Amendment  to  our  Constitution.  The  dispute 
has  little  to  do  with  protection  of  wildlife  and  a  lot  to  do  with 
everybody's  property  rights.  Stor\'  starts  on  page  104. 

The  tribulations  of  the  rich 

Paul  Tudor  Jones  II,  the  famed  commtxlities  trader,  has  the 
uncomfortable  distinction  of  being  featured  in  two  articles  in  this 
issue.  He  runs  a  futures  fimd  with  Merrill  Lynch  that  delivers  a 
respectable  12%  performance,  but  half  the  customers  desen  Ixcausc 
they  expected  to  earn  more  (page  184).  He  creates  a  waiertbwl 
habitat  on  his  Maryland  property , and  the  gm crnmcnt  keelhauls  him 
for  having  the  goose  droppings  land  in  \\\  ecoli>gically  incorrect 
pattern  (page  1 04).  As  Rill  Baldw  in,  w  ho  edited  Ivnh  articles,  puts  it: 
"It's  almost  ncH  worth  it  to  be  rich  these  davs." 


(1/.  ^-^LXu^w 


Editor 
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Newark  Life  is 
large,  conservative,  and  dull. 

Reassuring  in 
times  like  these,  isn't  it  ? 


Things  are  a  bit  shaky  these  days  in  the  financial  world. 
Investors  are  getting  a  lot  less  adventuresome.  And  v^ords  like 
"stability"  and  "security"  are  coming  back  into  vogue. 

To  some,  of  course,  this  is  just  the  current  economic 
trend.  But  at  New  York  Life,  we've  had  a  conservative 
investment  policy  for  146  years. 

A  policy  that,  over  the  years,  has  allowed  New 

York  Life  to  amass  assets  under  management  of 

more  than  $50  bilhon.  And  why  95  percent 

of  the  bonds  in  our  portfolio  are  investment  grade.* 

Does  that  make  us  large  and  conservative? 

We  should  say  so.  And  as  for  dull,  well,  we 

look  at  it  this  way:  If  being  exciting  means 

investing  heavily  in  junk  bonds  that  end  up  in 

default,  that's  the  kind  of  excitement  we  can 

all  do  without. 

For  information  on  any  of  our  full  range  of 
products  and  services, 
call  New  York  Life 

today.  The  Company  You  Keep* 


I  V>^1  New  Yiirk  Lite  InMirjncc  Cninpjnv,  >\  Mjdison  Avenue,  New  York.  NY  ICXHO  All  njthf-  rrscrvrd 
New  York  Lite  InMirancc  and  Annuity  Corpurjticwi,  ">!  MjdiM<n  A\rnue  New  Yiirk,  NY   10010. 
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Wandering  Werner 

Wha'I  ever  happened  to  Werner  Er- 
hard,  who  became  a  multimillionaire 
in  the  1970s  off  the  consciousness- 
raising  cult  he  called  "est"?  The  dom- 
ineering guru,  who  began  life  as  Jack 
Rosenberg  of  Philadelphia  and  once 
sold  used  cars  for  a  living,  is  on  the  run 
at  last. 
Six  years  ago  Forbes  probed  Er- 


Werner  Erhard,  est  guru 

Can  the  IRS  raise  his  consciousness? 


hard's  finances  and  found  $15  million 
in  fishy  loans  that  were  channeled 
through  a  bewildering  array  of  o\cr- 
seas  foundations,  trusts  and  tax -haven 
shells  (Nov.  18,  1985). 

In  a  ruling  two  months  ago,  a  Tax 
Court  judge  called  the  loans  "sham 
transactions  completely  lacking  in 
economic  substance."  The  court  de- 
termined that  Erhard,  acting  through 
a  scries  of  related  entities,  had  used 
the  loans  to  effectively  purchase  vari- 
ous assets  from  himself  Among  the 
assets:  a  yacht,  artwork  and  the  so- 
called  Body  of  Knowledge — the  holy 
scriptures  of  est. 

In  connection  with  deductions  tak- 
en on  some  of  these  transactions,  the 
court  says  Erhard  personally  owes 
some  $5.5  million  in  back  taxes,  inier 
est  and  penalties  from  1981  through 
1983.  Fhat's  on  top  of  $14  million 
that  the  est  "ediicaiionar'  corpora 
tion  already  owes  the  IR-S.  ( From  1975 
to  1981,  est  racked  up  $76  million  in 
gross  protii  bui  reported  a  mere 
$1  ()(),()()()  in  taxable  income.) 

In  April  the  iRs  slapped  $6.9  mi! 
lion  of  liens  i)n  Erhard  assets  in  New 
\\>rk  and  California  to  prevent  him 
from  shiftinu.  them  out  t>f  the  re,\ch  of 


the  IRS.  Erhard  challenged  the  move 
in  U.S.  District  Court  in  San  Francis- 
co but  lost  a  month  ago. 

Erhard's  latest  whereabouts  are  a 
myster)'.  Recently,  however,  he 
agreed  to  be  deposed  for  a  civil  suit 
against  him — but  only  in  Puerto  Va- 
llarta,  Mexico.  The  opposing  attor- 
ney, John  Elstead,  says  he  was  told 
that  Erhard  couldn't  come  to  the  U.S. 
because  of  "conflicts  with  his  busy 
business  schedule  and  travel  plans." 
Keep  moving,  Werner. 

-Graham  Button 

Eastward  \dioa 

Just  before  the  launch  of  the  closed- 
end  Austria  Fund  in  September  1989, 
Forbes  was  skeptical  about  the  oflfer- 
ing,  which  seemed  timed  to  take  ad- 
vantage of  the  giddy  headlines  about 
perestroika  and  newly  capitalistic 
Eastern  Europe  (Sept.  4,  1989).  What 
would  be  next — an  Albania  fijnd? 

Well,  no  pure  Eastern  European 
fund  has  appeared,  since  Hungan'  is 
so  tar  the  only  countn'  in  the  region 
with  a  viable  stock  market.  By  spring 
1990,  however,  another  three  closed- 
end  kin  were  born:  New  Germany, 
Emerging  Germany  and  Future  Ger- 
many. Wall  Street's  timing  was  bril- 
liant, as  undenvriters  PaineWebbcr 
and  Smith  Barnev  offered  the  hinds  to 


investors  w  ho  w  ere  euphoric  over  the 
fall  of  the  Berlin  Wall. 

But  politics  and  money  make  a  risky 
mix.  Take  the  New  Germany  fund. 
Within  a  week  o{  its  initial  public 
offering  in  lanuarv  1990,  it  jumjx'd 
fa>m  15  ti>  24'\s^a  78%  premium  to 
net  asset  value.  But  nine  months  lat 
er — with  investors  fretting  abtnit  the 
li>gistics  *.A'  German  reunificatii>n — 
the  share  pnce  fell  bv  two  iliinls,  to 
9W»— a  22%  discount. 

.\nd  the  Austria  Fund.-  Uumchcd  at 
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BONDS  OPEN  SCHi 

AND  MINDS. 
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We  add  strength  to  bonds.  By  staying  stro^eln^""'  '*!"'"«  '"""''^■Pal  bond  msurer. 

Armonk,  New  York  10504 
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GUARANTEE. THE  PUBLIC  INTEREST  .  WE  GUARANTEE 
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THEAIRINSIDETHEBMW 
ISACTUAIiYCLEANER. 


It  would  hardly  seetn  possible  tor  a 
tiny  speck  of  dust  to  jeopardize  a 
ton  or  more  of  complex  machinery 
Yet  ifnagine  the  consequences  of 
suffering  eye  irritation,  for  example, 
while  facing  a  blinding  sunset  on 


a  two  lane  mountain  tughway 

One  good  reason  why  every 
1992  BM\/V"  IS  equipped  with  an 
ingenious  microfiltration  unit  that 
removes  impurities  from  the  cabin 
before  they  reach  the  occupants. 


Specifically  fresh  air  drawn 
into  the  climate  control  system 
passes  over  an  electrostatically- 
charged  filter  that  banishes  100% 
of  all  foreign  particles  down  to  a  d. 
size  of  5  micrometers.  Including  '' 


,<!hr'!,hli".i:iil>n<  linhit  «>  I'i'll HMWol Nivtti  ■\nir"r.i  liK    /'>fHftfW(Mik'"i.i'k  .KfiMv'''""  n.'iN'<"t>' 


;uch  atmospheric  annoyances  as 
Just,  pollen,  plant  spores  or  seeds. 
\s  well  as  a  significant  percentage 
)f  even  smaller  particles:  bacteria, 
nsecticide  spray,  exhaust  fumes 
3nd  other  rather  unsavory  odors. 


The  result  is  an  interior  that 
demands  noticeably  less  cleaning 
due  to  dust  buildup.  And  a  dhving 
environment  that  minimizes  the 
chance  of  distractions  and  maxi- 
mizes protection  against  hazards. 


To  schedule  a  thorough  test 
drive,  simply  call  800-334-4BMW 

We  assure  you,  the  only 
thing  breathtaking  about  a 
BMW  will  be  its  performance."' 
THE  ULTIMAn  DRIVING  MACHINL 


HDIVIVV 


Geographique. 
Around  the  >x^orld  in  24  hours. 


The  world  has 
never  before  seen  a 
watch  quite  like 
the  mechanical 
Geographique: 
fashioned  in  1 8  k 
gold,  it  automati- 
cally shows  the 
local  time  and  date 
as  well  as  tthe  time 
in  every  other  zone 
around  the  world. 
a  masterpiece  of 
such  distinction, 
which  also  features 
a  power  reserve 
indicator,  could 
only  come  from  the 
craftsmen  of 
Jaeger-LeCoultre. 
the  watchmaker 
with  1  50  years 
of  tradition. 


SIMPLY  SET  THE  TIME  ZONE 
DISC  TO  SEE  LOCAL  TIME.  DAY 
OR  NIGHT.  ANYWHERE  IN 
THE  WORLD. 


<jaeger-leCoultrp> 


CRlNCtSS  jtWELtRY.  BEVERLY  HILTON  HOTtL.  UVtRLY  HIILS,  CA  (2 1  i)  2  /6  555t)  •  Dc  BOULLl.  5550  PRESTON  RD  . 

DAUAS.  TX(2I4I  S22  2400  •  fOSTER  «.  SON   233  STEELE  St     DtNVlR.  CO  I  3031  321  4114  ■  lACETS   RADISSON  PIAZA  VII 

MlNNlAPOlli,  MNl(.l2l  1/5  OSS4  ■  CMONG  HINC.   410  S   ATLANTIC  BIVO    MONHRIY  rK.,  CA  (818)  2BO  6<W2 

ADLtRS.  722  CANAl  SI     NIW  ORLIAN5.  LA  (504)  523  5292  •  TRADITKDNAL  |[WtLtRS.  FASHKJN  tSLANO. 

NIWPORTBIACH.  CA(/I4)  721  <X)I0  ■  SHAPLIR.  245  IX3ST  SI    SAN  ntANCISCO.  CA  (415)  392  1200 

CARROLl  SEINE  JEWELRY,  142/ 4IH    AVI     SI  ATTll.  WA  .  .ni.,   <,,•;  oioi 


rOR  FURTMIR  INrORMATION  AND  A  COIOR  CATAIOC.  PUAM  CAll  I  -aOO-|lC-T1ML 


12,  it  peaked  in  Januarv'  1990  at  24%, 
a  77%  premium  to  net  asset  value. 
Nine  months  later  it  hit  a  low  of  8%,  a 
26%  discount. 

Recently,  Emerging  Germany  was 
at  a  15%  discount,  New  Germany  a 
13%  discount  and  Austria  a  17%  dis- 
count. With  Latin  American  closed- 
ends  the  latest  rage,  mitteleuropa 
funds  may  be  a  good  contrarian  bet. 

-G.B. 

Travails  in  Patagonia 

A  PASSION  for  the  outdoors  helped 
Yvon  Chouinard  build  his  Patagonia 
sportswear  into  the  rugged  set's  garb 
of  choice.  He  often  spends  half  the 
year  on  adventures,  personally  testing 
his  products  (Apr.  17,  1989).  But 
then  he  climbed  too  high,  losing  sight 
of  Patagonia's  foundation. 

After  his  Lost  Arrow  Corp.  rang  up 


Patagonia  sportswear's  Yvon  Chouinard 
Refocusing  on  die-fiard  adventurers. 


$67  million  in  sales  in  1988,  Choui- 
nard expanded  his  product  line,  add- 
ing over  1 30  new  items  in  the  last  two 
years.  That  hiked  sales  to  SI 07  mil- 
lion last  year.  But  it  hurt  Patagonia's 
cachet  among  its  ct)rc  customers:  seri- 
ous adxcnturers.  "To  keep  growing 
would  force  us  into  markets  we  don't 
w  ant  to  sell  to,"  Chouinard  concedes. 
So  he  dropped  o\er  80  st>lcs  and 
wants  to  halt  domestic  growth  while 
pushing  harder  o\erseas. 

Frustrated  by  Ghtuiinard's  stratc 
gic  somersault,  four  top  executives 
recently  left.  But  C'ht>uinard — who, 
w  ith  his  wife,  ow  ns  the  w  hole  compa- 
ny— plans  to  Ix'gin  selling  sttvk  to 
employees  by  next  year.  He's  also 
been  taking  employees  on  wilderness 
treks  to  hammer  home  the  Patagonia 
philosophy.  Uv  199,=>,at  Sc»,  he  hi>pcs 
to  turn  over  contn>l  and  go  on  jx'nna- 
nent  vacation.  -Tonni  Gitnkr    ^ 
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fl  E  C  E  n    E  R  0  M    EH  ESS 


FOR    GUEST   INFORMATION    CALL   1   •    800   ■    NIKKO    •    US 


^ 


nikko  hotels 

international 
simply  luxurious 


NEW    YORK    •    ATLANTA 

OTHER  NIKKO  CITIES:  DUSSELDORF 


•    CHICAGO    •    SAN    FRANCISCO    •    LOS    ANGELES    •    HONOLULU    •    MEXICO    CITY 
LONOON  -  PARIS  ■  HONG  KONG  ■   TAIPEI  •  MANILA  •  BEUING  ■  SHANGHAI  ■  JAKARTA  •  SYONEY  •  OSAKA  •  NARITA 


runpcj  inrunmcn 
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Do  as  I  say,  not  as  I  do 

Gordon  Crawford,  of  Los  Angeles' 
Capital  Group,  has  been  one  of  the 
loudest  bulls  on  Time  Warner.  Ac- 
counts managed  by  his  firm  own 
roughly  10%  of  the  company's  stock. 

Crawford  turned  his  nose  up  at 
Paramount  Communications'  $200- 
per-share  bid  for  Time  in  an  affidavit 
for  the  Delaware  Chancer^'  Court 
during  the  heated  1989  merger  bat- 
tle. Describing  himself  as  having  a 
"long-term  investment  horizon,"  he 
pronounced  Time's  bid  for  Warner  a 
much  better  deal  for  shareholders. 

But  Crawford,  it  turns  out,  was 
selling  Time  shares  just  before  he  gave 
his  statement.  In  the  spring  of  1989, 
as  Time  shares  hit  their  alltime  peak  of 
$182,  Crawford  reduced  his  portfolio 
of  3.9  million  shares  by  nearly  2  mil- 
lion shares,  according  to  documents 
filed  by  Capital  Group.  Crawford, 
who  insists  he  sold  only  half  that 
much,  bought  back  in  when  the  share 
price  dropped  after  the  Paramount 
bid  collapsed.  Beautiful  timing. 

More  recently,  Crawford  was  one 
of  the  few  shareholders  with  anything 
good  to  say  about  the  ill  tated  rights 
ortering  initially  proposed  by  Time 
Warner.  After  the  ofVering  was  an- 
nounced, Time  Warner  dropped  from 
around  120  to  82.  Did  Crawford 
again  dump  stock  while  talking  bull 
isiily  about  the  rights  otVering.'  Cxr 
tainly  not,  he  avers.  -Lisa  Guhkrnkk 

The  return  of  Don  Manuel 

Manuel  Espinosa  Ygi.hsias  had  Ban 
comer  snatched  away  from  him  in 
Mexico's  1982  bank  naiionali/ation. 
Now,  at  age  82,  Kspinosa  wants  it 
back.  With  Telniex  inxestors  Antonio 
mm\  Moises  Cosio  Arino,  he  is  said  to 
be  bidding  on  Bancomer  in  the  go 
Ncrnnient's  prixati/ation  auction. 

Other  possible  bidders  include  for 
mer   Bancreser  owner  Antonio  del 


Valle  Ruiz  and  two  competing  groups 
from  the  wealthy  Garza-Sada  clan. 
But  Espinosa,  known  in  Mexico  sim- 
ply as  "Don  Manuel,"  is  the  odds-on 
favorite.  Espinosa  built  Bancomer 
into  Mexico's  biggest  bank  and  be- 
came the  dean  of  Mexican  banking. 

When  the  government  took  over, 
Espinosa  and  other  shareholders  got 
bonds  worth  some  $200  million.  It 
will  cost  Espinosa  much  more  to  bag 
the  $18  billion  (assets)  bank,  now 
Mexico's  second  largest.  Three  of  the 
five  banks  auctioned  so  far  sold  for  a 
rich  three  times  book  value.  Banco- 
mer's  book  value:  $1.7  billion.  The 
winner  (aside  from  the  expropriating 
government  of  Mexico)  will  be  an- 
nounced shordy.        -Clairh  Poole 

That  empty  feeling 

You'D  THINK  that  real  estate  mogul 
Stanley  Stahl  would  worr\'  about  the 
Chemical  Bank-Manufacturers  Han- 
over merger.  Stahl  is  Chemical's  land- 
lord at  its  277  Park  Avenue  headquar- 
ters. Chemical  is  expected  to  vacate  its 
800,000  square  feet  there  by  July 
1994  and  set  up  shop  with  Manny 
Hanny  across  the  street.  Real  estate 
sources  say  Chemical  is  paying  around 
$32  a  foot,  so  if  the  space  stays  vacant 
for  a  year,  Stahl  could  lose  as  much  as 
$26  million  in  rent. 

But  it  appears  that  Stahl  is  in  a  good 
position  to  replace  Chemical  with  a 
new  tenant.  The  building  carries  a 
relatively  low  mortgage  of  $300  mil- 
lion, or  $165  a  foot,  and  Stahl  has  a 
few  years  before  C'hemical  vacates  the 
premises.  That  will  help  him  snare  a 
new  tenant;  possibilities  include 
Smith  Barney  and  Bertelsmann.  And 
shortly  before  the  merger,  Stahl  re- 
portedly agreed  to  renew  C^hemical's 
lease  starting  at  around  $25  a  fot)t — 
pretty  low  for  prime  Park  Avenue 
digs.  (Readying  the  space  for  new 
tenants  will  cost  him,  though.) 
Through  a  spokesman,  Stahl  pro- 
fesses to  be  unconcerned  abt)ut  filling 
277  Park.  -Wendy  Ianaiov 


Patten  pulls  up  stakes 

Caiuei'i  RhADi  rs  v)f  the  Willi  St  itft 
Jotirunl  recently  saw  an  ad  tt>r  a  won 
derful   st)uthern   X'ermt^nt    farm   es 
tate— 25  rooms  ^including   15  bed 
rooms),  7  baths,  6  fireplaces,  a  ptH>l, 


tennis  court,  trout  pond,  horse  corral, 
greenhouse  and  more,  all  on  9  acres. 
Originally  priced  at  5495,000,  it's 
yours  for  just  $349,000.  Contact  Pat- 
ten Corp.  ' 
Patten?  The  land  peddler  that  re-  ' 
tails  raw  rural  tracts  to  city  slickers? 
The  same.  Turns  out  Patten  is  moving 
its  execs  down  to  Boca  Raton,  Ela., 
and  so  is  unloading  the  palatial  farm- 


house, which  ser\ed  as  company 
headquarters.  Before  that  it  was 
founder  Harr\'  Patten's  home.  A  cou- 
ple of  adjacent  houses  are  on  the  block 
for  SI 50,000  apiece.  Local  real  estate 
agents  say  those  prices  are  pretty- 
good,  especially  if  you  want  to  turn 
the  digs  into  bed-and-breaktast  inns. 
Patten  Corp.  lost  Sctl  million  on 
re\enues  of  S82  million  last  year,  and 
has  seen  its  stock  dw  indie  from  S 1 8  to 
pennies  before  rebounding  to  a  recent 
S2.  Better  luck  in  Florida,  fellows. 

Cellular  sale 

This  spring,  debt-strapped  Metro 
Mobile  CIS  announced  it  would  sell 
its  cellular  telephone  licenses  in  the 
Southwest  to  raise  cash.  Now  George 
Lindemann,  the  wily  entrepreneur 
who  built  Metro  into  one  of  the 
biggest  independent  cellular  outfits, 
confirms  widespread  rumors  that  he's 
ready  to  sell  the  entire  company. 

Metro  Mi>bile  serxes  some  12  mil- 
lion potential  subscribers,  or  "pops." 
What  price  dtKs  Lindemann  expect? 
"It  sln>uld  be  about  S250  [jxt  pop] 
and  maybe  a  little  under,"  he  says. 

Anahsts  say  Metri/s  Ix^st  markets, 
Hartford  and  Stamford,  C  onn.,  arc 
worth  up  \o  $300  a  pop,  w hilc  cities 
like  El  Paso  are  valued  at  SI 40  a  p<ip. 
0\\  average,  they  s,iy,  Metro  will  likely 
fetch  $200  to  $2 1 0  \-kv.  At  that  price, 
Metn>  is  worth  about  $25  a  share, 
versus  a  recent  Ame\  pnce  o\  19. 
Lindenvmn  prefers  a  sttxk  transac- 


U> 
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tion  for  tax  purposes.  Most  likely 
buyers:  the  regional  Bell  companies. 

Why  sell  now.>  Lindemann  says  he 
received  many  inquiries  for  the  whole 
shebang  when  the  Southwest  opera- 
tions (including  licenses  in  Phoenix 
and  Albuquerque)  wfent  on  the  block. 
And  cellular  prices  are  starting  to  rise 
from  their  recent  slump.  But  many 
observers  agree  that  Metro,  straining 
under  about  $780  million  of  debt,  has 
little  choice.  That  it's  something  of  a 
distress  sale  won't  help  prices. 

Don't  worry  about  Lindemann. 
His  37%  stake  in  Metro  is  worth  some 
$470  million.  -JoDY  Brennan 

Bunco  bonds 

MEXICO'S  ECONOMY  is  hot,  and  the 
market  for  some  of  its  secured  debt 
issues  is  booming.  Naturally,  scam- 
sters  are  moving  in. 

Seems  that  officials  of  Chilpancin- 
go,  near  Acapulco,  decided  to  issue 
:  some  debt  for  a  seaside  tourist  park. 
The  officials,  including  the  mayor, 
got  some  cronies  to  print  nearly  a 
billion  dollars'  worth  of  bonds  in 
Chicago,  it  is  alleged.  The  bonds  even 
came  with  official-looking  govern- 
ment seals  that  made  them  appear  to 
be  negotiahjle  and  part  of  Mexico's 
foreign  debt. 

The  officials  were  real,  but  the 
bonds  weren't,  say  Mexican  authori- 
ties. There  was  no  seaside  park,  either. 

FBI  agents  raided  a  printing  press  in 
Chicago  in  June.  At  least  eight  people 
have  been  arrested  in  the  scam.  The 
authorities  say  the  fake  paper  had 
already  been  peddled  in  Las  Vegas 
and  Los  Angeles  but  was  quickly  dis- 
covered, leading  to  the  Chicago  bust. 

Say  this  much,  though:  Mexico's 
future  must  be  brighter  if  crooks  are 
trying  to  trade  on  it.  -Joel  Millman 


i 
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Made-to-measure  suits 
Ready-made  prices 

Ihe  fit  is  perfect.  The  details  are  a  reflection  of  your  personal  tasle.  And. 
during  the  month  of  September,  we  offer  clothing  made-to-measure  at  no 
additional  charge.  You  may  be  surprised  to  learn  that  our  made-to-measure 
suits  start  with  Kilgour  French  &  Stanbury  at  $595. 

We  offer  clothing  made  by  Brioni,  Hickey-Freeman,  Gieves  &  Hawkes. 
H.  Huntsman  &  Sons,  Kiton,  Norman  Hilton.  Oxxford  Clothes.  Polo  by 
Ralph  Lauren.  Kilgour  French  &  Stanbury  and  Ermencgildo  Zegna  in  a 
broad  variety  of  styles  and  an  extraordinary  selection  of  exclusive  fabrics. 

On  selected  dates  throughout  September,  senior  executives  fn)m  our  clothiers 
will  be  available  to  assist  you.  On  Tuesdays.  Wednesdays  and  Thursdays  we 
will  be  opening  at  8:00  a.m.  and  serving  a  com|)limcntarv  breakfast. 

For  information  or  an  appointment  please  call  212  929  9000  x360. 

BARNEYS 
N  E  W  Y  O  R  K 

Sfvfnih  \vfnuf  and  Sevpnlppnlh  Strrrl  212  929  9(H)0/Two  « (.rl.l  Kinanrial  Cfntrr  212  945  1600 


Power  tools  for  the  mind. 


If  you  wont  to  do  a  job 
right,  you  need  the  right 
tools.  Fortunately,  there 
ore  no  tools  more  perfect 
for  communicating,  creat- 
ing and  computing  than 
Smith  Corona  typewriters, 
personal  word  processors 
and  personal  computers. 

Every  feature  is  designed 
to  help  you,  not  confuse 
you.  Fear  of  technology  is 
replaced  by  the  freedom 
to  think. 

And  with  that  freedom, 
you'll  find  that  suddenly 
writing  becomes  easier. 
Work  becomes  more  enjoy- 
able. Your  brain  shifts  into 
high  gear. 

So  if  you  want  to  turn 
on  your  mind,  the  answer 
is  exceedingly  simple.  Just 
turn  on  a  Smith  Corona. 

For  moro  inlormatioii  (mi  these  ptoducls,  write  to 
Smith  Corona  Corporation,  65  Locust  Avenue, 
New  Canaan,  CT  06840  oi  Smith  Cofona 
CaiKido.  440  Tnpscoti  Rood,  Scarborough, 

Ontdiio   CaiKulo  MIP  1Y4 


TERS  PfRSONAL  V 


K^  ftRSON   I  COMPUTERS  TYPEWRITERS  PERSONAL  WORD  PROCESS 


fPEWRITEfiS  PERSONAL  WQHD  PRCXESSORS  PERSONAL  COMPUTFPS  TOOIS  POt  THOUGHT 


Kennedy's  Hght! 

Sir:  Having  spent  time  in  mainland 
China,  Tibet  and  Burma,  I  strongly 
disagree  with  continuing  most- fa- 
vored-nation  status  for  China  (Fact 
and  Comment,  June  24).  China  is 
practicing  genocide  in  Tibet,  sup- 
ports a  brutal  police  state  in  Burma 
and  perpetuates  many  known  abuses 
in  its  own  country.  Human  rights  in 
the  Soviet  Union  were  restored  (to 
the  extent  they  are)  through  a  strong 
restrictive  trade  policy  toward  that 
country.  As  a  Republican  it  hurts  to 
admit  that  Kennedy  and  Mitchell  are 
right  on  this  issue! 

-ROHKRT  H.  DeMING 

Golden,  Colo. 

Sugar  bullies 

Sir:  The  Nokyo  cooperative  bullies 
the  Japanese  farmer,  irritates  U.S. 
trade  officials,  and  adds  to  the  food 
cost  of  a  Japanese  household  ("Bul- 
lies on  the  farm,"  July  22),  but  the 


Tasuku  Kanesaka 
Japanese  farm  manager. 


pernicious  effect  falls  short  of  what 
the  II. S.  government  subsidy  for  the 
sugar  lobby  does  to  distort  the  lives  of 
the  sugar  producing  nations  in  our 
own  hemisphere. 
-C^iiARi.HS  G.  Whsi-wathr 
South  Nvack,  N.T. 


Dissenting  opinion 

Sir:  Re  ''Junk  science  in  (he  court 
room"  (July  8).  Foruks  complains  of 
expert  witnesses  being  allow  ed  to  give 


their  opinion  and,  most  disturbingly, 
suggests  that  no  expert  should  be 
allowed  to  give  an  opinion  in  court 
unless  his  opinion  is  approved  by  a 
federal  agency  such  as  the  National 
Institutes  of  Health  or  the  Centers  for 
Disease  Control.  That  would  allow 
the  control  of  both  knowledge  and 
opinion  by  the  government.  An  odd 
view  indeed  for  supposed  champions 
of  private  enterprise  and  individual 
initiative. 

-Robert  H.  Wagstaff 
Wa^stajf,  Pope  &  Clocksin 
Anchorage,  Alaska 

Sir:  I  agree  that  judges  have  a  role  in 
ensuring  that  the  evidence  intro- 
duced into  our  courtrooms  is  valid, 
applicable,  and  honestly  presented. 
We  offer  comprehensive  education 
and  training  for  trial  judges  in  eviden- 
tiary matters  and  all  aspects  of  trial 
management. 

As  a  society,  we  somehow  expect 
men  and  women  to  become  all-know- 
ing once  they  put  on  black  robes;  the 
real  truth  is  that  they  can  be  just  as 
perplexed  by  these  cases  as  any  other 
nonscientist.  Your  article  points  out 
why  American  business  needs  to  take 
an  interest  in  improving  the  qualit)' 
and  efficiency  of  our  nation's  courts, 
and  why  judicial  education  is  a  wise 
investment. 

-Judge  V.  Robert  Payant 
Dean  of  The  National  Judicial  College 
Reno,  Nev. 

Contingent  M.B.A.s^ 

Sir:  Re  your  article  "Contingent  in- 
come  taxation"    (July  22)   on   the 
Campbell  ruling  [which  says  tax  shel- 
ter promoters  who  participate  in  their 
own  deals  must  pay  taxes  up  front  on 
estimated  future  profits],  I  suppose 
that  next  spring  when  I   hand  my 
students  their  diplomas  I  should  in 
elude  a  bill  from  the  iRS. 
-Herberi  Mayo 
/  \ofh.u)r  of  Fill  a  n  cc 

iirtitou  State  (.^.ollejje 

Fnntofi,  N.J. 

Agri-business  lending 

Sir:  lo  in\cstiu,aie  whether  small 
banks  could  be  both  highly  profitable 
("What  am  I  doing  wrong.'  I'm  still 
making  money,"  July  S)  and  sector 


specialists    over   the    long   run,    we 
looked    at    agriculturally    oriented 
banks  over  the  decade  of  the  1980s. 
Qualification  as  a  member  of  our 
"High   Performance  Bank"  set  in- 
cluded a  return  on  average  assets  of  no 
less  than  1.1%  even,-  year.  We  found 
204  banks  which  met  our  criteria  in 
spite  of  the  problems  suffered  by  the 
agricultural  economy  during  this  pe- 
riod. Would  that  the  "too  big  to  fail" 
monsters  were  so  well  managed. 
-Douglas  G.  Duncan 
George  B.  Wai.iace 
Agricultural  economists 
U.S.  Department  of  Agriculture 
Washington,  D.C. 

Drastic  recommendation 

Sir:  You  asked  readers  to  let  the  Fi- 
nancial Accounting  Standards  Board 
know  how  foolish  its  ideas  were  {Fact 
and  Comment,  June  24).  I  have  a 
drastic  recommendation  to  make: 
that  you  or  others  found  a  rival  stan- 
dards board  and  let  the  \  irtues  of  free 
competition  work  their  magic.  Ac- 
countants should  remain  ser\ants  of 
the  business  world,  not  masters. 
-Re;uben  Woi.r 
Miami  Beach,  Fla. 


We  yield 


Sir:  In  the  table  of  "  100  U.S.-traded 
Foreign  Stocks"  (July  22)  the  spon- 
sored adrs  of  Reed  Intemarional  are 
identified  as  ha\  ing  a  yield  of  zero. 
This  is  completely  w  rong. 
-NiGEi.  Staplkton 
Finance  Director 
Reed  International 
L)ndon,  Fngland 

Due  to  a  computer  error  we  didn  V 
calculate  a  yield  for  Reed  Internation- 
al. We  should  have  shown  a  yield  of 
4.4%  (based  on  the  5/31  price). — Hn 


Dressing  down 

Sir:  I  take  exception  to  "Dinncrhousc 
techni>logy"  (JulyS).  The  ftxxl  at  the 
(^li\e  Ciaiden  restaurants  is  memora 
ble.  The  salad  is  not  "soggy  with 
dressing."  1  have  Ixen  xo  kKrations 
througlH>ut  the  I'.S.  A\\i.\  have  never 
been  disappi>inted. 
-loANNK  BlRl"> 

Indian  Head  Park,  III. 
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Camry 


E^^^^uHj^V^-^  ^^^^^^^ 


MURPHY'S  LAWBREAKER. 

If  ever  there  was  a  car  with  a  reputation  for  working  Hke  it's 
supposed  to,  this  is  it.  The  Toyota  Camr\-.  A  car  with  such  a  herit- 
age of  quaHty  and  rehabihty.  it  ser\-es  as  a  welcome  relief  from  the 
usual  uncertainties  of  automobile  ownership. 

But  don't  mistake  Camry  s  dependable  nature  for  a  lack  of  sophisti- 
cation. From  a  powerful  Kvvalve  electronically  fuel-injected  engine  to 
ventilated  front  disc  brakes  and  power  rack-and-pinion  steering,  the 
Camry  is  one  of  the  most  advanced  passenger  cars  you  caij  buy.  Add  to 
that  the  fact  that  it  s  a  Toyota,  and  you  have  just  about  the  perfect  car. 

Eat  your  heart  out.  Murphy. 

7  love  what  you  do  for  me" 

®  TOYOTA 


Call  l-Sdft-dO-Ttmrr.A  for  a  bniihurp  and  location  (rf  \t)ur  neartsi  dialer. '  \m  V.\\\  fstimati-d  milcasv  liKurrs  t.>r  the  4-vTlsndir  Camn  Mun 
with  o-spi-wi  njanual  transmiteion.  (Wt  Morv  From  Life,  ..Buckle  I  p'  •  IWI  Touna  Motor  Sales,  t  ".S-.A..  Ino 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


TREMENDOUS  TREND 


In  1950  LESS  THAN  1  American  family  in  50,000  had  an 
annual  income  above  5100,000  (adjusted  for  inflation). 

Today  the  ratio  is  1  out  of  25. 

As  the  economy  becomes  based  more  and  more  on 
brains  and  information  (thanks  to  the  computer  chip), 
the  number  of  affluent  people  will  increase  even  faster.  A 
decade  or  so  hence,  the  proportion  of  six -figure -income 
families  could  be  1  out  of  10. 

"What  happens,"  asks  Charles  Murray  of  the  American 
Enterprise  Institute  in  the  National  Review,  "when  10% 
or  20%  of  the  population  has  enough  income  to  bypass  the 
social  institutions  [such  as  the  public  schools]  it  doesn't 
like  in  ways  that  only  the  top  fraction  of  1  %  used  to  be  able 


to  do.' "  Will  it  lead  to  an  American  caste  system  that  will  tr\' 
to  "bypass  the  problem  [of  the  underclass]  by  treating  the 
inner  cit\'  as  an  urban  analogue  of  the  Indian  reser\'ation"? 

Or  will  these  increasingly  well-to-do  people  adopt  more 
of  a  liberal  California- like  attitude  toward  politics  and 
social  issues  such  as  the  environment?  Or  something  else? 

Whatever  the  answer,  Karl  Marx  will  be  proven  right 
about  the  political  power  of  the  rich,  but  in  a  way  he  never 
would  have  believed  possible — because  there  will  be  so 
many  of  them.  Observes  Murray,  who  is  writing  a  book 
on  this  and  other  social  topics:  "The  Left  has  been 
complaining  for  years  that  the  rich  have  too  much  power. 
They  ain't  seen  nothing  yet." 


HEALTH  CARE  HOPE 


The  U.S.  has  been  heading  for  a  health  care  disaster, 
'careening  toward  either  a  Canadian-like  system  of  social- 
ized medicine  or  Washington's  mandating  that  all  busi- 
nesses provide  health  care  insurance — which  would  crush 
small  enterprises.  But  skyrocketing  medical  costs  are 
finally  highlighting  the  right  answer:  unleashing  the  pow- 
er of  the  consumer. 

The  ftindamental  flaw  of  our  health  care  system  is  the 
way  it  is  financed.  Companies,  not  individuals,  get  tax 
breaks  for  buying  health  in- 
surance. Thus,  consumers 
have  little  or  no  incentive  to 
shop  for  medical  insurance 
the  way  they  do  for  almost 
everything  else  they  buy, 
fi-om  housing  to  groceries. 
Government,  corporate 
and  insurance  bureaucra- 
cies tn,'  to  micromanage  a 
$600  billion  system.  The 
Soviet  Union  shows  where 


that  road  leads.  Instead,  tax  credits  and  incentives  should 
go  to  the  individual  rather  than  the  employer. 

Suddenly,  a  growing  number  of  observers  are  con- 
sidering free -market  alternatives  such  as  those  put 
fonvard  by  the  Heritage  Foundation  and  the  National 
Center  for  Polic)'  Analysis.  Tlw  Atlantic  Monthly  re- 
cently ran  a  first-rate  article  on  the  virtues  of  enabling 
Americans  to  shop  for  their  own  policies.  Liberal 
commentator  Michael  Kinsley  of  the   New  Republic  is 

actively  promoting  a  simi- 
lar approach.  Hven  the 
New  York  Times  recog- 
nizes that  a  (Canadian-like 
system  would  destroy  in- 
novation in  medical  care. 
Hxecutives  should  vigor- 
ously push  these  ideas  with 
Congress.  We  will  end  up 
with  both  healthier  work- 
ers and  a  far  more  afibrd- 
able  health  care  svstcm. 


ptTO''^        S.' 


TRB 


PARI  BASHING 


THAT'S  WHAT  THEY  CALL  IT  in  Britain  when  white  gangs 
beat  up  citizens  of  Indian  or  Pakistani  descent. 

Congress  appears  to  be  engaging  in  a  similar  exercise 
with  Pakistan.  Aid  has  been  cut  ofl',  militar\'  sales  have 
been  halted  and  fiirther  reprisals  are  threatened. 

Pakistan's  sin  is  refusing  to  halt  its  program  of 
developing  nuclear  weapons.  Pakistan  is  also  hurt  by  the 


fallout  of  the  BCCI  scandal;  the  bank's  home  t^fficc  is 
there.  With  the  Russian  Army  out  of  Afghanistan, 
Washington  no  longer  sees  Islamabad  worth  courting  as 
a  conduit  to  supply  anti-So\iet  guerrillas.  L'ntil  Pakistan 
agrees  to  submit  to  international  inspections.  Congress 
will  likely  tighten  the  screws. 

We  should  be  more  sensitive  and  sensible    I-\iii->t  for 
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|c«ii-M.irir  Ld  t'nitsi 
Hxcculivctiivf 
I'nur  SiMfon*  Holol 
l'l.il«iUI,,l,i« 


JEAN-MARIE'S  Humble  Suggestion  To 

GuESTS:To  Arrive  At  World-Class  Cuisine, 

MERELY  Take  The  Elevator. 


His  every  waking  moment  is  deaicatea  to  making  the  restaurant  in  his  hotel  the  most  sought-after  in  town, 
which  is  why  he  insists  that  the  cuisine  he  as  inspirea  as  it  is  aelicious,  and  the  service  he  as  professional  as  it  is  unfailingly 
gracious.  In  much  the  same  way,  his  Four  Seasons  colleagues  satisfy  your  desire  to  he  always  at  your  hest.  With  such  singular 
pleasures  as  24-hour  room  service,  overnight  clothes  pressing  and  spacious  hathrcKims  boasting  robes       1^5' 
and  hair  dryers.  They  enhance  your  personal  comfort  and,  in  turn,  your  professional  efficiency     CL-n  ir  Q£T~icnnc 
the  next  day.  Which  makes  a  Four  Seasons  stay,  in  all  respects,  an  investment  worth  savoring.        nOtBlS  *  nGSOTlS 

UNITED  STATES.  Austin,  Boston,  CLcago,  Cliicago  (TKc  Ritz-Carltcm),  Houston,  Houston  (Inn  on  the  Part),  L^s  AniJcU  (at  Brvrrly  Hills).  Nc*  York  (TK»  Piirnt).  Nc«poH  Rcai.h.  CA. 
PKilaJelpKia,  San  Francisco,  Seahle  (The  Olympic).  Washington,  DC  CANApA:  Montreal,  Tonmto,  Ton^to  (Inn  on  tKc  Part),  X'ancomTr  LATIN  AMERICA  Mmko Ctty  (1Q92)  El  'ROPE: 
London  (Inn  on  the  Part),  Paris  (1993).  ASIA:  Totyo  (1992),  Singapore  (1993).  RESORTS:  Dallas  (La»  Colinas).  Maui  (WaiU),  Ncvis  (W^  Indie.).  Santa  BarUia  (Tlw  Bihrnow).  .Mmati  Lod«r 
(Canada),  Carlstad  at  Aviara,  CA  (1992),  Kona,  Hawaii  (1993).  For  reservations,  telephone  your  travel  agent,  or  in  tKe  I'niled  State.,  telepliiMie  (800)  332-3442;  in  Canada  (800)  2ft8-6282 


Other  Comments 


Hail  to  the  Conqueror 

Thh  I'ovvHR  relationship  [at  the  recent 
summit]  was  too  evident  for  the  Sovi- 
et leader  to  play  more  than  a  support- 
ing role.  Amid  the  effxisions  over  rec- 
onciliation and  cooperation,  an 
American  leader  was  handing  down  in 
public  the  terms  on  which  assistance 
might  be  extended  to  a  defeated  ad- 
versary'. For  those  in  search  of  a  strik- 
ing picture,  there  was  the  Soviet  intel- 
ligentsia, trained  to  rise  to  applaud 
party  slogans,  on  their  feet  applaud- 
ing the  visiting  conqueror  for  laying 
down  a  line  that  must  have  sent  Lenin 
spinning  around  Red  Square. 
-Walter  Goodman, 
New  York  Times 

Tinsel  Town  Twist 

Less  THAN  three  years  ago,  Mike  Nich- 
ols was  celebrating  a  "Working 
Girl's"  dizzy  rise  up  the  corporate 
ladder.  Times  have  changed,  and 
Nichols  has  now  brought  forth  Rc- 
£ardin0  Henry,  designed  to  show  us 
the  error  of  our  greedy,  win-at-any- 
cost  Reagan-era  ways.  This  fable  for 
our  times  is  about  a  rich  and  powerfijl 
New  York  lawyer,  Hcnr\',  who  comes 
to  realize  that  his  Yuppie  lifest)'le  is  a 
lie,  his  profession  a  dishonest  scam. 


his  values  bankrupt.  How  does  he 
come  to  this  revelation?  By  getting 
shot  in  the  head,  losing  his  memorv' 
and  re-entering  his  life  as  a  blank  slate. 
It's  supposed  to  be  great  when 
Henrx'  renounces  being  an  attorney. 
No  more  nasty  striving  for  our  Hen- 
ry, who  fortunately  seems  to  have  a 
limitless  supply  of  money  so  that  he 
can  renounce  the  work  ethic  in  high 
st\'le.  If  this  is  Holh^vood's  idea  of  a 
heartwarming,  life -affirming  specta- 
cle, we  should  probably  all  go  out 
and  get  ourselves  shot  in  the  head. 
-David  Ansen,  Newsweek 

\rai  History  Repeat  Itself? 

Alone  .among  the  great  revolutions 
of  the  world.  Communism  was  un- 
able to  achieve  power  an\^vhere  out- 
side the  SoN'iet  Union  until  after 
WWII.  But  during  the  t\venties  and 
thirties  not  only  Communism  but 
Democracy,  too,  was  in  retreat.  Dur- 
ing the  20  years  before  1940,  liberal 
parliamentarx'  democracy  failed  and 
was  abandoned  by  Italy,  Turkey,  Por- 
tugal, Spain,  Bulgaria,  Greece,  Ro- 
mania, Yugoslavia,  Hungar\',  Alba- 
nia, Poland,  Estonia,  Lat\'ia,  Lithua- 
nia, Austria,  Germany — not  to  speak 
of  Japan,  China  and  many  Central 


'I'd  like  to  point  out  that  our  cars  lead  the  field 
in  declining  auto  sales." 


and  South  American  countries. 
-TTje  Duel,  by  John  Lukacs 

'0)0  Not  Go  Gentle ..." 

Voice  of  Amerjc;a  is  the  nice  cop, 
speaking  in  the  U.S.'  behalf,  and  Ra- 
dio Free  Europe  the  tough  cop, 
speaking  on  the  local  people's  behalf; 
they  work  well  together  provided 
they  are  kept  apart,  like  Treasury  and 
Federal  Reserxe. 

As  freedom  streaks  ahead,  embn. - 
onic  local  media  will  suffer  setbacks 
and  require  the  stimulus  of  profes- 
sional example.  A  most  unconsolidat- 
ed American -supported  broadcaster, 
once-removed  from  officialdom,  is 
more  necessan'  than  ever — beaming 
into  the  cacophonous  dawn  as  it  once 
transmitted  into  the  silent  night. 
-WiLLL\M  S.\EiRE,  Ncw  York  Times 


Senators  are  a  prolific 
source  of  advice, 
and  most  of  it  is  bad. 

-Dean  Aches(.)N.  Secre- 
tar>' of  State,  1949-53 

Fairy  Tales  Can  Come  True 

Recently  1  attended  a  conference  on 
folk  tales  and  fain-  talcs,  since  these 
stories  often  reflect  the  attitudes  of 
societ)'.  You  want  quiet,  passive  wom- 
en? Look  at  Sleeping  Beaut\'  and  p(X)r 
old  Snow  WTiitc.  Talkative,  clever 
women  must  be  witches.  It  lakes  a 
handsome  prince  to  wake  up  Snow 
Wliite.  But  w  hile  the  German  Cinder 
ella  of  the  Brothers  Grimm  is  quite 
passive,  the  American  Cinderella  de- 
velops a  spunkincss  of  her  own.  Told 
she  has  no  cU>ihcs  to  go  to  the  ball, 
she  says,  "Til  make  them";  told  she  is 
dirr\',  she  says,  "IMl  wash."  That  is 
why  I  have  always  liked  lames  Ihur 
bcr's  version  of  Little  Red  Riding 
Hood,  fold  to  approach  a  little  closer 
to  the  wicked  wolt,  the  wise  little  girl 
pulls  out  an  automatic  and  shoots  the 
wolf  dead,  and  the  nmral  of  the  stor\- 
is.  It  is  nor  so  easy'  to  fool  little  jftrls 
fiowatlays  us  it  used  to  be. 
-Aimm  Snuth.  T1)e  Roarimt  'SOs    IB 
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Can  your  Copier  do  this? 


Can  it  send  out  its  own  distress  signal?  Sunnmon 


maintenance  personnel?  Provide  constant  updates  and  an 


accurate  diagnosis  of  Doth  actual  and  innpending  trouble? 


Above  all.  can  It  keep  you  from  being  left  stranded? 


Ours  can.  Thanks  to  a  revolutionary  bit  of  technology 


called  the  Minolta  S.M.A.R.T  System. 


This  system  links  your  copier  (provided  its  a  Minolta) 


directly  to  a  PC  in  your  dealers  maintenance  department. 


So  he's  instantly  alerted  to  any  copier  problem  -  from  a 


simple  paper  jam  to  a  major  snafu.  And  better  equipped  to 


take  swift,  appropriate  action.  Whether  that  means  sending 


out  the  right  tools  and  parts,  or  automatically  scheduling 


preventive  maintenance. 


Youll  find  in  terms  of  convenience,  efficiency  and 


economy  the  Minolta  S.M.A.R.T.  System  can  be  a  real  lifesaver. 


To  find  out  more  about  it.  call  1  -800-9-MlNOLTA. 


COPIERS  AND  FAX  MACHINES 

ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


On  the  eve  of  its  diamond  anniversary,  Extensive  luxury  amenities  are  likewise 
Mitsubishi  Motors  proudly  introduces  the  blended  with  important  new  technology— such 
Diamante.  A  luxury  performance  sedan  so    as  optional  TCr  (dual-mode  traction  control). 

Introducing  diamante. 

a  new  luxury  performance  sedan, 

brilliant  in  every  facet 


thoroughly  accomplished,  it  has  already  been 
named  Japan's  "Car  of  the  Year." 

Everywhere,  the  Diamante's  design 
reflects  a  quest  for  integration  and  balance. 

The  performance  of  its  powerful  V6 
engine,  for  example,  is  complemented  by 
exhaustive  safety  engineering.  Including 
driver-side  airbag  and  ABS  brakes." 


All  told,  the  Diamante  offers  more  genuine 
luxury,  performance  and  technological  innova- 
tion than  many  established  luxury  cars.  To 
take  a  test  drive,  please  call  1-800-447-4700 
for  your  nearest  dealer. 

'ABS  optional  on  Oiamania.  standan)  on  Oi«nani«  LS 

MITSUBISHI  Xl 

The  won!  is  j*tMtii\g  annuKi?  ■■■ 


Gommentaiy 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


ARMS  CONTROL  OR  NATIONAL  SECURITY? 


At  the  risk  of  appearing  to  be  the  man  who  kicks  sand 
into  the  beach  picnic,  I  would  like  to  suggest  that  there 
are  several  risky,  if  not  dangerous,  provisions  in  the  new 
Strategic  Arms  Reduction  Treaty  that  I  hope  the  Senate 
will  examine  carefully  before  it  votes  on  ratification. 

The  treat)'  is  certainly  a  step  in  the  right  direction  because 
it  does  reduce  total  warheads.  Reductions  are  vastly 
preferable  to  the  meaningless  "limitations" — much  loved 
by  the  arms  control  community — of  the  old  SALT  treaties. 

But  all  warheads  are  not  alike,  even  though  this  new 
treaty  says  each  warhead  counts  as  one  of  the  6,000 
weapons  allowed  each  countr\'.  In  the 
sublimit  details,  spelled  out  in  some 
700  pages,  the  Soviets  appear  to  have 
numerous  advantages. 

The  announced  agreement  allows 
the  Soviets  to  keep  the  660  warheads 
they  now  have  on  mobile  launchers 
and  to  add  440  more.  We  have  none 
and  no  real  prospects  of  securing  con- 
gressional approval  for  any,  despite  nu- 
merous pleas  from  both  the  Reagan 
and  Bush  Administrations  to  be  al- 
lowed to  deploy  the  MX  either  on  hilly 
mobile  rail  cars  or  at  fixed  positions  on  military  posts.  The 
U.S.  has  been  debating  all  this  for  well  over  a  decade 
while  the  Soviets  have  deployed  four  new  extremely 
accurate  high-yield  intercontinental  missile  systems.  So 
our  "right"  under  the  proposed  new  treaty  to  deploy 
mobile  missiles  is  highly  chimerical  at  best. 

Mobile  missiles  are  very  difficult  to  target  and  destroy, 
and  it  will  be  virtually  impossible  to  verify  any  agreement 
that  allows  the  Soviets  to  field  such  systems.  That  is  why 
President  Reagan  and,  until  now.  President  Bush  insisted 
that  we  would  never  adopt  a  START  Treaty  that  permitted 
deployment  of  mobile  intercontinental  ballistic  missiles. 

The  treatment  of  sca-launchcd  cruise  missiles  is  anoth 
er  worry:  We  have  367  to  the  Soviets'  100.  The  proposed 
accord  would  permit  each  countr\'  to  have  880.  If  C'on- 
gress  is  as  reluctant  to  fund  this  increase  as  it  is  other 
weapons  systems,  we  could  find  ourselves  in  another 
minority  position  because  the  Soviets  still  have  no  trpuble 
funding  massive  military  spending. 

Then  there  is  the  problem  of  the  "heavy  intercontinental 
ballistic  missiles."  Only  the  Soviets  have  such  monster 


Euphoria  now,  but  an  uncertain  future 


weapons,  their  SSI 8s,  the  largest  and  most  deadly  missiles 
in  the  world.  And,  under  the  new  treat}',  only  the  Soviets 
will  be  permitted  to  have  them.  Much  is  made  of  the  fact 
that  the  Soviets  have  agreed  to  reduce  their  SSI 8s  from 
308  to  154.  But  what  is  not  generally  known  or  acknowl- 
edged is  that  while  this  treat)'  was  being  negotiated, 
Moscow  began  deploying  xwo  variants  of  a  new  hea\y 
missile.  Some  say  these  are  modifications  of  the  SSI  8,  but 
in  fact  the  new  missiles  will  be  roughly  wice  as  capable^ 
because  of  improvements  in  accuracy,  payload  and  explo- 
sive power,  as  the  SSI  8s  the  Soviets  are  giving  up.  Half  as 
many  heavies  is  fine,  but  not  if  the  half 
left  poses  rvvice  the  threat  to  the  U.S. 

All  this  led  Frank  Gaffney,  director  of 
the  Center  for  Securit>'  Policy,  to  con- 
clude that  the  new  treat)'  "will  simply 
exacerbate  present  American  xiilnera- 
bilities  to  Soviet  nuclear  attack." 

Add  to  that  the  Soviets'  less-than- 
veiled  threat  to  Nsithdraw  from  the  new 
START  Treaty  if  we  deploy  a«v  strate- 
gic defense  system  that  can  protect  us 
against  their  strategic  nuclear  weap- 
ons, and  it  is  evident  the  Senate  will 
have  a  major  challenge  when  it  ponders  ratification. 
Sadly,  this  is  the  same  Senate  that  refuses  to  fiind  effective 
strategic  defense  but  seems  willing  to  support  an  ineffec- 
tive ground-based  system  that  is  supposed  to  protect  us 
only  against  an  "accidental  launch." 

Is  there  anything  we  can  do?  Undoubtedly,  the  Soviet 
people  want  peace  as  much  as  we  do.  So  wc  should  do 
ever\'thing  we  can  to  support  those  in  the  U.S.S.R..  such  as 
Moscow's  Mayor  Gavril  Popov,  Boris  Yeltsin  and  others 
who,  unlike  Mr.  Gorbachev,  ft-ankly  repudiate  socialist 
economics,  communism  and  all  that  those  stand  for. 

The  draft  resolutions  endorsing  private  propert)',  some 
religious  freedom  and  political  pluralism  recently  adopted 
by  the  C>entral  Committee  are,  of  course,  encouraging. 
But  it  should  be  recognized  that  none  of  these  goals  \sill 
be  realized  under  a  leader  such  as  Mr.  Gorbachev  He  still 
tries  to  have  it  both  ways  by  sponsoring  resolutions 
pleasing  to  the  West  while  harshly  repressing  disscntc.  ^ 
and  he  desperately  tries  to  hold  on  to  personal  power  b. 
seemingly  supporting  real  reform  one  day  but  couning 
the  Stalinists  the  next.  ^ 
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Last  year,  drunk  drivers 
cost  Aetna's  policyholders 

$200  million.  So  we've 
given  1102  video  cameras 

to  police  departments. 


In  court ,  videotapes 
help  convict  moiv 

(h'lmk  dri\ei*s. 

So  policyholdei's 

sav^  monev. 


People  don  t  die 


.^ 


/Etna 


A  policy  to  do  more. 


C  14^1  4r<na  Lrfr  mm!  C^Maht  Cooipan 


This  is  the  key 

to  outstanding 

automotive  performance. 


This  is  the  key 

to  outstanding 

private  banking  performance. 


It  sparks  the  ignition  of 
the  1962  Ferrari  250 
GTO— a  masterpiece 
of  automotive  engi- 
neering, style  and 
design.  No  other 
Ferrari  model— 
and  no  other 
make  of  automo- 
bile—has won  more 
prizes  than  this 
legendary  sports 
coupe  from 
Moraneiio. 


Purchasing  a  Ferrari  is  an  investment  in  both  perfor- 
mance and  opprecfotion  over  time.  Performance  and 
appreciation  are  also  goals  of  the  private  investor- 
goals  which  Sv/iss  Bonk  Corporation  helps  its  clients 
identify  and  realize  worldwide.  With  offices  in  34 
countries,  Swiss  Bonk  Corporation  serves  U.S. 
investors  with  power  and  presence  on  a  truly 
global  basis. 

Our  expertise  in  structuring  balanced  portfolios  pro- 
vides our  clients  with  a  custom-tailored  approach  to 
building  wealth,  preserving  capital  and  reducing  risk. 
One  more  advantage  Swiss  Bank  Corporation  offers 
private  investors  is  an  abiding  commitment  to  the  same 
sound  business  principles  and  practices  that  hove 
earned  us  a  triple-A  rating  from  the  two  leading  U.S. 
credit  rating  agencies. 

If  you're  an  investor  with  substantial  assets,  Swiss  Bonk 
Corporation  would  welcome  the  opportunity  to  send 
you  a  complimentary  copy  of  "A  Global  Approach 
to  Investment  Management."  In  New  York  City,  call 
Jane  N.  Abitonta,  (212)  574-3374.  In  San  Francisco, 
Diane  A.  Spirandelli,  (415)  774-3324.  In  Los  Angeles, 
B.  Kirk  Michie  or  Richard  Schoefer,  (213)  625-1926. 
In  Miami,  Stefan  Wernii,  (305)  375-0110. 


Swiss  Bank  Corporation 

fr:fS3m  Schweizerischer  Bonkverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 


New  York     •     Chicago     •     Houston     •     los  Angeles 
Miami     •     San  Francisco 


EDITED  BY  HOWARD  BANKS 


Poor  countries  victiin  of  U.S.  budget  deal 


Plans  by  the  rich  countries  to  write  off  up  to 
half  of  their  claims  against  the  worid's  poor 
countries  have  hit  a  rock — the  U.S.'  budget 
deal  of  1990.  The  key  element  of  this  highly 
political  deal  is  that  no  existing  nondefense 
programs  would  be  cut  by  much  regardless  of 
the  effect  on  the  deficit,  which  will  now  hit  an 
estimated  $370  billion  or  so  in  fiscal  1992. 

The  other  side  of  this  coin  is  that  the  cost  of 
any  new  program  must  come  out  of  an  existing 
one.  The  unintended,  and  totally  unexpected, 
consequence  of  this  is  that  the  U.S.  has  found  it 
impossible  to  work  out  how  to  pay  for  its  share 
of  any  Third  World  debt  that  is  written  off. 

Everyone  agrees  that  substantial  amounts 
of  Third  World  debt  should  be  forgiven.  African 
countries,  for  example,  have  been  repaying  no 


principal  and  ha\'e  been  borrowing  more  to  pay 
their  interest  costs,  with  the  result  that  the 
outstanding  debt  of  the  world's  poorest  coun- 
tries more  than  doubled  in  the  1980s. 

U.S.  government  agencies  don't  hold  all 
that  much  foreign  sovereign  debt,  so  the  cost 
to  the  Treasury  of  a  writedown  is  modest — 
maybe  $2  billion  or  so.  But  an  equal  sum 
would  have  to  be  subtracted  from  some 
other  international  line  in  the  budget,  such  as 
State  Department  salaries  and  expenses  over- 
seas. Liberal  Democrats  such  as  Richard  A. 
Gephardt  are  blocking  any  compromise  on 
this  issue,  insisting  that  President  Bush  should 
first  approve  new  money  for  domestic  pro- 
grams, like  extending  unemployment  benefits 
from  26  to  46  weeks. 


But  Poland  and  Egypt  were  different 

^■^     So  HOW  COME  the  U.S.  led  the  way  to  write  off 
half  of  Poland's  $30  billion  and  Egypt's  $22 
billion  in  debt  earlier  this  year?  These  write- 
downs (U.S.'  share:  $9.3  billion)  came  about 
because  the  President  found  that  there  was  an 
"emergency"  that  allowed  him  room  to  maneu- 
ver. White  House  insiders  explain  that  in  the 
case  of  Egypt,  it  came  down  to  winning  support 
for  Desert  Storm;  an  exception  was  made  for 
Poland  in  hopes  of  garnering  votes  for  incum- 
bents— Republicans  or  Democrats — in  places 


with  large  former  Polish  populations.  There's 
no  Ethiopian  vote  in  the  U.S.,  say  insiders. 

Britain  and  France  had  hoped  to  get  agree- 
ment for  the  debt  writedown  at  the  recent  eco- 
nomic summit.  Instead,  the  issue  was  referred 
back  to  the  Paris  Club,  the  informal  grouping  of 
18  countries  that  hold  most  of  the  outstand- 
ing Third  World  debt.  This  club  acts  only  when 
there  is  unanimity,  so  until  the  U.S.  resolves  its 
domestic  budget  dilemma,  the  writedowns  are 
on  hold  indefinitelv. 


Fed's  squeeze  threatens  another  recession 


Has  the  Federal  Reserve  been  tightening 
money  policy  since  the  end  of  June?  That's  what 
some  Fed-watchers  say  and  what  the  money 
supply  measures  seem  to  show.  So-called  real 
M2  (the  measure,  adjusted  for  inflation,  that 
includes  currency,  checking  accounts,  money 
market  mutual  fiinds  and  the  like)  was  con- 
tracting at  the  end  of  July  at  a  3%  annual  rate. 

Real  M2  provides  the  best  indicator  of  gnp 
growth.  Every  recession  since  the  1960s  was 
preceded  by  real  M2  turning  negative.  This 
"latest  downturn  was  no  exception. 

In  March  real  M2  began  to  nm  strongly 
positive,  matching  the  upturn  in  the  overall 
economy.  Since  then,  however,  it  has  reversed 
direction.  The  Fed's  latest  federal  fiinds  rate  cut 
of  Vi  point,  to  5^2%  in  early  August,  will  of 
course  help.  But  it  looks  to  be  too  little  too  late 
to  prevent  economic  growth  from  weakening 
at  some  point  in  the  future.  The  lag  is  topically 
15  to  18  months. 

In  addition,  the  German  Bundesbank  has 


been  threatening  to  increase  interest  rates,  even 
though  this  makes  a  German  recession  more 
likely.  A  slowdown  in  Germany  will  adversely 
affect  U.S.  exports. 

Why  the  monetar\'  tightening?  Some  mem- 
bers of  the  important  Federal  Open  Market 
Committee,  which  sets  Fed  policy,  refiise  to 
believe  that  inflation  in  the  U.S.  is  abating.  So 
they  push  for  ever  tighter  money  polio*'. 

Another  contractionar)'  factor:  The  Senate 
continues  to  hold  up  the  appointment  of  econo- 
mist I^wrencc  B.  Lindsey  as  a  Fed  governor. 
Lindsey,  now  a  Wliite  House  polic)'  adviser, 
favors  easier  money  to  encourage  faster  U.S. 
growth.  Many  Democratic  senators  share  this 
view,  but  cannot  forgive  Lindsey  for  pointing 
out  that  the  U.S.  budget  deficit  grew  in  the 
1980s  not  because  of  the  Reagan  tax  cuts,  but 
mostly  because  of  congressional  overspending. 
This  senatorial  pettiness  deprives  the  Fed — 
and  U.S.  taxpayers — of  an  important  sw  ing  vote 
for  growth.  ■§ 
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The  Forbes  Index  (1967=100) 
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Current  184. 3t 

Previous  183.4 
Percent  Change         0.4% 
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The  Federal  Reserve  is  again  lowering  the  federal  funds 
rate — what  banks  pay  other  banks  on  overnight  borrow- 
ings— in  hopes  this  will  stimulate  investment  and  capital 
spending.  The  M2  money  supply  (currency,  checking 
deposits,  savings  accounts,  small  time  deposits  and  money 
market  funds)  has  grown  at  the  lower  end  of  the  Fed's 
2.5%-to-6.5%  target  range.  Inflation,  often  a  by-product 
of  an  expanding  money  supply,  does  not  seem  to  be  a 
problem:  The  producer  price  index  for  finished  goods  fell 
0.2%  in  July  and  is  only  2.9%  above  year- ago  levels. 

Other  key  rates 

Prime  rate 

Auto  sales  year  to  date  vs  1990' 

Index  of  leading  indicators  June  vs  May 

Trade  balance  12  months  ended  May  1991 

All-commodity  producer  price  index  July  vs  June' 

GNP  2nd  quarter  vs.  1st — annualized  growth 

M2  (3-month  change) — annualized  growth' 

'  U.S.-based  manufacturers,  excludes  imports,  as  of  7/30/91.  ^Wholesale  goods. '  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  marVet  funds. 


Source 

Status 

Chase  Manhattan  Bank 

8.5% 

Ward's  Automotive 

-11.1% 

Oept  of  (>)mmefce 

0.5% 

Dept  of  &)mmerce 

-$85bil 

Dept  of  Labor 

-0.3% 

Dept  of  Commerce 

0.4% 

Federal  Reserve 

2.8% 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Oept  of  iJbor) 
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Industrial  production  Index  (1987=100) 
seasonally  ad|usted  (Federal  Reserve) 
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New  unemployment  claims  awrage  tor  month 
(thousands),  seasonally  jd|usled  (Dapt  ot  Labor) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commecce) 
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Untangling 

your  energy 

management 

problems 

before  they 

tie  up  your 

facility. 


Johnson  Controls  Facility 
Management  System  fore- 
casts cooling  requirements 
based  on  predicted  weather 
conditions  for  the  next  day 
to  optimize  the  totally  elec- 
tric HVAC  system  at  The 
Crescent,  in  Dallas. 


When  you  hear  complaints  about 
comfort,  see  your  utility  bills  go 
up,  or  your  building's  equipment 
go  down,  you  know  you  have  an 
energy  management  problem. 

If  your  facility  is  more  than  10 
years  old,  you  may  have  less  ob- 
vious problems.  Aging  equipment, 
outmoded  technology  and  chang- 
ing building  usage  may  be  the 
culprits. 

Johnson  Controls  brings  over  100 
years  of  experience  in  recogniz- 
ing and  solving  these  money- 
wasting  problems.  We're  sensitive 
to  the  unique  energy  manage- 
ment requirements  of  your  facility, 
whether  it's  a  hospital,  retail  store, 
warehouse,  school,  or  office  build- 
ing of  any  size. 

We  can  design  and  implement 
solutions  that  provide  greater 
cost-effectiveness  with  no  com- 
promise in  occupant  comfort.  And 


you'll  take  comfort  in  the  prompt 
payback  of  your  investment  and 
our  flexible  financing  packages. 

Don't  wait  for  an  energy  man- 
agement cnsis  before  you  call 
Johnson  Controls.  Call  now  at 
1-800-972-8040  and  avoid  one. 
Or  write,  Johnson  Controls, 
Systems  and  Services  Division, 
C19,  Milwaukee,  Wl  53201-0423. 


CONTR 


©1991  Johnson  Controls,  Inc. 
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For  a  man  who  loves  the  excitement  of  the  deal, 

the  acquiring  of  assets  and  being  his  own  boss,  these  are 

unpleasant  times  for  Rupert  Murdoch. 

^^A  big  dose  of  realism" 


By  Kathryn  Harris 

After  a  lifetime  of  acquiring  pro- 
perties and  improving  their  profitabil- 
ity, Rupert  Murdoch,  at  60,  is  doing 
what  doesn't  come  natural  to  him. 
From  being  an  eager  buyer  of  media 
properties  in  a  seller's  market,  his 
News  Corp.  has  been  forced  to  be- 
come a  seller  in  a  buyer's  market.  His 
next  move  is  to  raise  equity.  "I  don't 
do  it  happily,"  he  says.  "But  the  whole 
point  of  this  exercise  [is]  you've  got  to 
swallow  a  big  dose  of  realism." 

Swallowing  it  hurts:  Unlike  Steve 
Ross,  who  runs  Time  Warner  without 
owning  much  of  it,  Rupert  Murdoch 
and  his  family  own  43%  of  News 
Corp.'s  268  million  common  shares. 

News  Corp.  has  excellent  media 
properties  throughout  the  world.  But 
it  paid  too  much  for  its  later  acquisi- 
tions, and  with  borrowed  money; 
Murdoch  may  have  overpaid  by  as 
much  as  $1  billion  when  he  shook 
hands  on  his  $2.8  billion  purchase  of 
TV  Guide  from  Walter  Annenberg. 

Sales  of  assets  brought  News  Corp. 
about  $741  million  in  the  fiscal  year 
ended  June  30  but  didn't  make  a  dent 
in  News  Corp.'s  debt,  which  rose 
about  $150  million,  to  $8.3  billion. 

A  brilliant  player  on  the  oflf'ense, 
Murdoch  has  been  forced  into  play- 
ing the  unfamiliar  defensive  role.  Last 
year's  woridwide  tightening  of  credit 
to  indebted  borrowers  caught  News 
Corp.  in  the  midst  of  installing  expen- 
sive new  printing  presses  in  Britain, 
Australia  and  the  U.S.  As  is  his  way, 
Murdoch  reacted  quickly,  cutting 
capital  expenditures  and  reducing  the 
work  force  by  1 8%,  to  3 1 , 1 86  people. 

With  these  cuts,  News  C-orp.  man 
aged  to  pay  over  $900  million  in 
interest  last  year  but  was  unable  to 
reduce  debt.  Details  can't  be  gleaned 
until  the  company  files  its  balance 
sheet  and  cash  flow  statements  later 
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this  month.  For  now,  investors  must 
content  themselves  with  forecasts  that 
1991  operating  earnings  matched  or 
improved  shghdy  over  1990's. 

By  the  terms  of  a  hard-won  debt 
agreement  reached  with  146  lenders 
in  February,  Murdoch  must  repay  S2 
billion  over  the  next  22  months,  with 
another  S6  billion  due  by  Februan.' 
1994.  The  deal  was  hammered  out 
after  Murdoch  couldn't  repay  S2.3 
billion  coming  due  in  fiscal  1991  and, 
instead,  needed  an  extra  S600  million 
to  get  through  the  year.  After  four 
months  of  negotiations,  Murdoch 
got  both  his  reprieve  and  a  bridge 
loan.  The  cost  was  SI 48  million  in 
bank  fees  and  a  tough  though  delayed 
repayment  schedule. 

Like  any  overextended  borrower, 
Murdoch  has  three  choices:  Sell  assets, 
issue  public  debt  or  take  in  partners. 
He  says  he's  prepared  to  sell  another 
S800  million  in  assets  if  necessary,  but 
he  would  clearly  prefer  taking  in  part- 
ners— junior  partners  if  possible. 
Within  two  years,  he  hopes  to  raise 
$800  million  by  selling  debt  or  selling 
equit\'  interests  in  indi\idual  proper- 
ties and  in  News  Corp.  itself  Murdoch 
.  has  already  spun  off  49%  of  his  South 
,  China  Morning  Post,  and  may  offer 
50%  of  his  commercial  printing  busi- 
ness in  Australia  to  the  public. 

Gone  entirely  are  the  Daily  Racing 
Form  and  eight  U.S.  magazines,  in- 
cluding New  York,  Premiere  and  Sev- 
enteen. Although  the  sale  "hurt," 
Murdoch  says,  "one  can  always  start 
magazines  again." 

The  problem  now  is  that  there  are 
few  signs  of  an  upturn  in  the  media 
business,  either  in  the  U.S.  or  abroad. 
Potential  buyers  are  therefore  less 
willing  to  pay  top  dollar  for  media 
properties,  and  investors  are  less  inter- 
ested in  buying  media  shares. 

Murdoch  long  played  by  a  set  of 
rules  that  no  longer  prevail.  During 
the  1980s  he  was  able  to  borrow  ever 
larger  sums  because  the  market  value 
of  his  media  properties  w  as  growing 
even  faster  than  their  undcrhing  cash 
flows.  Under  Australian  accounting 
rules.  News  Corp.  could  regularly 
write  up  the  value  of  many  assets.  This 
bookkeeping,  plainly  stated  in  the 
annual  reports,  made  lenders  feel  se- 
cure. But  the  practice  is  the  ver)' 
opposite  of  conservative.  By  News 
Corp.'s  own  calculation,  stockhold- 


ers' equitN'  in  fiscal  1990  would  have 
been  S2.7  billion  under  U.S.  general- 
ly accepted  accounting  principles,  less 
than  a  third  the  S8.7  billion  the  com- 
pany reported  using  Australian  rules. 

Those  written -up  values  may  have 
been  valid  in  the  1980s'  superheated 
media  market  but  may  no  longer  be  so 
today.  The  company  took  a  SI 50 
million  pretax  loss  on  the  sale  of  its 
magazines  in  June.  Even  so,  Murdoch 
says  he  had  to  include  the  Daily  Rac- 
ing Form  ("a  litde  cash  cow")  as  a 
sweetener  in  the  deal. 

Only  last  fall  an  article  in  the  New 
York  Times  estimated  News  Corp.'s 
breakup  value  as  in  excess  of  S20 
billion.  This  summer  three  analysts 
valued  the  company  at  S12  billion  to 
SI 3  billion.  That  S8  biUion  variation 
in  valuation  is  extreme,  because  the 


20th  Century  Fox  Filr  ^:/p. 
Not  for  sale,  at  any  prico? 

S20  billion  figure  was  probably  too 
high  even  then.  The  realistic  market 
value  of  News  Corp.'s  assets  is  proba- 
bly S4  billion  to  S5  billion  less  than  it 
was  when  the  1990s  dawned.  There's 
still  plent>'  of  equit\'  in  News  Corp., 
but  w  hat  w  as  a  comfortably  leveraged 
company  has  become  a  highly  lever- 
aged company. 

Many  of  News  Corp.'s  assets  are 
still  readily  salable,  but  selling  them  at 
current  prices  might  reduce  the  com- 
pany's abilit)'  to  service  debt.  Take, 
for  example.  News  Corp.'s  prized 
business  of  coupon  booklets  distrib- 
uted by  new spapcrs  in  the  U.S.,  w  hich 
generates  an  estimated  S97  million  in 
cash  flow.  Selling  this  business,  say, 
for  less  than  9  times  cash  flow ,  w  ould 
cut  income  more  than  it  would  cut 
interest  canning  costs.  "If  you  got  12 
times  cash  flow,  it  would  be  just  fine 


[to  sell  it],  but  you  wouldn't,"  Mur 
doch  says.  "In  this  market,  10  is  all 
you  can  really  look  to,  unless  it's  some 
special,  undeveloped  propert> ." 

Among  Murdoch's  readily  salable- 
crown  jewels  are  book  pubhsher  Har 
f>erCollins  (Barbarians  at  the  Gate, 
Roseanne!),  which  could  fetch  any 
where  from  SI  billion  to  SI .5  billion. 
.\nother,  of  course,   is  Fox,   News 
Corp.'s  holding  company  for  its  film 
studio,  T\'  network  and  seven  TV  sta- 
tions. In  theon,,  News  Corp.  could 
retain  control  of  Fox  but  raise  money 
by  selling  minorin.-  shares.  Three  ana 
lysts  put  Fox's  total  market  value  at 
between  S3. 6  billion  and  S4.6  billion. 

Yet  Murdoch  vows  Harp>erCollins 
is  not  for  sale.  Nor  is  any  part  of  Fox, 
he  says:  "We  think  that  would  take  a 
lot  of  sizzle  out  of  News  Corp.  I  think 
we'd  better  keep  it  as  one  company." 

Murdoch  seems  to  be  betting  that 
News  Corp.  is  worth  more  as  a  whole 
than  in  parts — contran'  to  prevalent 
wisdom.  He  seems  to  be  counting  on 
his  abilit)'  within  the  next  year  or  two 
to  make  a  public  offering  of  News 
Corp.  common  shares  as  a  way  of 
cutting  debt.  He  says  he  would  accept 
dilution  of  his  family's  43%  stake  in 
return  for  a  better  balance  sheet.  How 
much  dilution  he  will  have  to  accept 
remains  the  question. 

In  newspapers,  analysts  estimate 
that  News  Corp.'s  operating  profits 
declined  as  much  as  16%  in  Britain 
and  25%  in  Australia  for  the  year 
ended  June  30,  1991.  The  current 
fiscal  year  doesn't  look  much  better 
for  Murdoch — or  for  anyone  else  in 
the  business. 

At  TV  Guide,  Murdoch  is  fighting 
both  an  advertising  drop  and  a  circu- 
lation slide.  The  magazine's  estimat- 
ed cash  flow  is  less  than  SI 50  million; 
a  wretched  return  on  the  S2.8  billion 
News  Corp.  paid  for  it  (along  with 
Seventeen  and  the  Dai!-^  Rucmjf 
Form)  in  1988. 

British  Sky  Broadcasting,  ihc  50% 
owned  pay- television  venture  in  Brit 
ain,  is  exciting  for  the  fiiturc   but 
won't  reach  a  cash  breakeven  until 
the  end  of  1992,  Murdtxh  sa\-s,  nd 
mitting  "it  will  be  a  ver>  long  m   > 
before    the    shareholders    get    their 
money  back."  News  Corp.  and  i;^ 
partners   (Reed,   Granada,   Pcarvm, 
Chargeurs   and   others)    have   sunk 
ncarlv  SI  .5  billion  into  the  venture. 
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Rupert  Murdoch 

To  tide  him  through,  Murdoch 
says  he  is  banking  not  on  a  quick 
economic  recovery  but  on  cost  sav- 
ings. He  forecasts  cash  flow  of  $1.5 
billion  in  fiscal  1992,  up  from  $1.4 
billion  in  the  year  just  ended.  With  his 
first  debt  repayment  of  $800  million 
nearly  complete  from  July  and  August 
asset  sales,  Murdoch  says  cash  flow 
should  be  ample  to  cover  capital  ex- 
penditures and  debt  repayments 
through  June  1992. 

But  that's  assuming  nothing  unex- 
pected goes  wrong.  Murdoch's  fig- 
ures don't  allow  much  for  big  in- 
creases in  receivables,  inventories  and 
payables.  At  Fox,  for  example,  the 
investment  in  film  production  rose  to 
$870  million  in  the  first  nine  months 
of  fiscal  1991,  nearly  double  the  pre- 
vious year's  amount. 

At  County  NatWest  Securities,  an- 
alyst John  Tinker  says,  "In  fiscal  years 
1992  and  1993,  it  looks  like  [News 
Corp.  executives]  will  have  about 
$400  million  free  cash  flow  before 
working  capital  requirements  and  be- 
fore they  repay  $1.2  billion  in  debt, 
leaving  a  shortfall  of  $800  million." 

Meanwhile,  BSkyB  may  require  an- 
other cash  infusion,  and  News  Corp.'s 
50%-owned  airline  leasing  business 
will  need  $230  million  within  18 
months,  says  Baring  Securities'  ana- 
lyst Viktor  Shvets. 

Thus,  while  there's  little  doubt  that 
Murdoch  will  emerge  from  the  ordeal 
with  one  of  the  world's  great  media 
empires,  this  doesn't  necessarily  make 
News  Corp.  stock  a  great  buy  right 
now.  The  company  still  faces  those 
hefty  debt  maturities,  and  there  is 
the  uncertainty  about  how  much  eq- 
uity dilution  existing  shareholders 
will  face. 

Murdoch  predicts  that  the  compa- 
ny in  two  years  "will  look  very  [  much  | 
like  it  looks  now,  with  a  better  share  of 
its  markets  and  half  as  much  debt." 
That  means  no  substantial  retreat 
from  newspapers,  book  publishing, 
television  and  entertainment. 

Hut  there  must  be  days  when  even 
the  ever  optimistic  Rupert  Murdoch 
thinks  back  with  nostalgia  to  1986, 
when  News  Corp.  had  not  yet  pur- 
chased IVCiuiHiov  I  larpcr  &  Row;  it 
did  own  Fox.  Debt  was  a  mere  $1.8 
billion.  It  was  that  last  layer  of  lever- 
age, that  last  reaching  for  assets,  that 
almost  did  him  in.  ■■ 


Can  Sonic  the  Hedgehog  zap  the  Super  Mario 
Brothers?  On  the  answer  turns  the  future  of 
the  $4.5  billion  U.S.  videogame  business. 

The  charge 
of  the  hedgehog 


By  Gale  Eisenstodt 

"Sonic  THE  Hedgehog"  is  the  story 
of  a  blue  hedgehog  who  rescues  his 
friends  from  an  evil  scientist.  He  may 
also  greatiy  alter  the  U.S.'  $4.5-bil- 
lion-a-year  (retail  sales)  U.S.  video- 
game industry. 

Sonic  is  the  protagonist  of  a  new 
videogame  from  $850  million  (sales) 
Sega  Enterprises.  Upstart  Sega  is  a  40- 
year-old  Japanese  maker  of 
arcade  games  that  is  doing 
its  best  to  overthrow  the 
king  of  videogames,  $3.5 
billion  (sales)  Nintendo  Co. 
"Sonic,"  says  Andy  Eddy, 
executive  editor  at  Video- 
games &  Computer  Enter- 
tainment magazine,  "may 
be  Sega's  answer  to  Ninten- 
do's Mario  Brothers." 

Owner    of    the    Super 
Mario  Brothers  games  and 
other  tides,  Nintendo  has 
nearly  90%  of  the  U.S.  mar- 
ket for  8-bit  games.  But  as 
the      videogame      market 
shifts  to  a  new  generation 
of  products,  based  on  more 
powerful  16-bit  computer 
chips,      Sega's      energetic 
president,       Hayao       Na-      ^^^H 
kayama,  59,  vows  to  bite  oft' 
big  chunks  of  that.  "1  don't  like  the 
idea  of  one  company  monopolizing 
.\\\  industr\',"  he  says. 

Replies  Nintendo  President  Hiro- 
shi  Yamauchi,  63:  "We  don't  regard 
[Sega]  as  a  competitor  in  the  U.S." 

He  should.  Already  Sega  has  beaten 
Nintendo  tt)  the  l^S.  market  with  a 
powerful  16  bit  game  pKuing  ma- 
chine. A  similar  new  Nintendo  prod 
uct,  priced  at  $200  (including  the 
latest  Super  Mario  game),  will  come 


out  this  month,  just  in  time  to  assure  a 
spirited  battie  for  Christmas  sales. 
Nintendo's  system  offers  better 
sound  and  a  broader  color  palette 
than  Sega's,  but  the  animation  tends 
to  suddenly  slow  down. 

Stealing  a  march  on  its  bigger  com- 
petitor, Sega  in  June  cut  its  new  sys- 
tem's price  from  $190  to  SI 50,  and 


Sega  President  Hayao  Nakayama 
Challenging  Nintendo's  near  monopoly. 


threw  in  its  new  Sonic  the  Hedgehog 
game.  In  luly,  retailers  repi>rt,  Sega 
sales  surged.  So  far  Set»a  has  sold  1.5 
million  of  its  new  players  in  the  U.S. 
Nintendo  is  carried  in  more  stores  and 
has  a  much  stronger  brand  name.  It 
also  has  8 -bit  machines  in  o\rr  28 
million  I'.S.  hi^useholds.  Rut  its  new- 
system  is  incompatible  with  the  i>lder 
machines,  st>  parents  have  to  chcx>sc 
between  Nintendo  av\<\  '>'i:^\ 

Sega  launched  its  lo  bit  plavcrru'O 
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years  ago  and  has  been  using  its  lead 
to  develop  games  that  take  advantage 
of  the  machine's  more  powerful  tech- 
nology. "Sega's  software  is  much  far- 
ther along  the  learning  curve  [than 
Nintendo's],"  reports  the  videogame 
buyer  at  one  retail  toy  chain.  Software 
houses,  which  create  games  and  then 
receive  licenses  from  Nintendo  and 
Sega,  complain  that  Nintendo  was 
tardy  in  releasing  product  specifica- 
tions. By  Christmas  Sega  expects  to 
offer  some  100  game  titles  (retailing 
between  $40  and  $70  each)  for  its 
new  machines.  Nintendo  will  offer 
only  about  18  titles. 

Coming  next  from  Sega:  a  compact 
disc  player  that  attaches  to  Sega's  16- 
bit  game  machine.  This  will  allow 
devotees  to  play  more  complex  games 
with  oodles  more  sound  and  graphics. 
The  CD  player  will  go  on  sale  in  the 
U.S.  next  spring,  but  already  27  soft- 
ware houses  are  developing  games  for 
the  new  player.  Nintendo's  compet- 
ing product  won't  be  on  the  market 
until  1993.  Sega  also  recendy  agreed 
with  powerfiil  JVC  to  develop  a  more 
advanced  game  system  with  a  built-in 
compact  disc  player. 

Nintendo's  share  price  has  dropped 
from  a  split-adjusted  high  of  $188  last 
August  to  a  recent  $88.  That  values 
Nintendo  at  $12.5  billion,  3V2  times 
sales.  But  Sega's  stock  has  nearly  dou- 
bled since  January.  At  a  recent  $95  a 
share,  Sega  is  valued  at  $6  billion,  7 
times  revenues.  Yet  Sega's  net  profit 
margins — around  8% — are  currently 
just  over  half  of  Nintendo's. 

Sega  was  started  in  the  1950s  when 
David  Rosen,  an  American  business- 
man living  in  Japan,  began  selling 
American-style  amusement  arcade 
games  in  Japan.  That  business  is  still 
booming  and  accounts  for  43%  of 
Sega's  sales.  The  company  today  is 
under  Japanese  control,  but  Rosen, 
61  and  now  living  in  Los  Angeles, 
remains  an  influential  director  and 
substantial  shareholder. 

Can  the  Mario  Brothers  defend 
Nintendo's  lock  on  the  U.S.  market? 
Bing  Gordon,  a  senior  vice  president 
at  San  Mateo,  Calif -based  Hlectronic 
Arts,  which  makes  games  for  both 
Sega  and  Nintendo,  has  his  doubts. 

"The  question  now,"  says  Gortlon, 
"is  whether  Sega's  market  share  for 
16-bit  players  will  be  20%: — or  dra- 
matically higher."  ^ 


With  the  big  New  York  and  California  banks 
merging,  the  midwestern  regionals 
are  playing  their  own  merger  game. 
And  it's  heating  up  fast. 

Choose 

your 

partners! 


By  Rita  Koselka 


First  Chemical/Manufac- 
turers Hanover.  Now 
BankAmerica  and  Sccurin,' 
Pacific.  Wells  Fargo  and 
First  Interstate  may  be 
next.  In  the  South,  ncnb 
and  C&S/Sovran  have 
agreed  to  merge.  In  the 
Midwest,  too,  the  merger 
pot  is  bubbling. 

Chicago  is  headquarters 
for  158  independent  banks 
and  savings  and  loans. 
That's  far  too  many.  Com 
pare  that  with  9  in  Detrt)it 
or  28  in  Adanta. 

Not  surprisingly,  the 
crowded  Chicago  market 
isn't  ver\'  profitable.  While 
Detroit  banks  currently  av 
erage  a  17.8%  return  on 
equity,  banks  in  Chicago 
average  9.7%. 

Imbued  with  a  populist 
heritage,  the  Illinois  legisla 
ture    has    been    effectivelv 
ami  big-bank.  Until  1982 
it     restricted     the     state's 
banks  from  owning  other 
banks  and  limited  them  to 
two  branches  within  a  2 
mile  radius.  Recently  Illi 
iiois  legislators  opened  tlic 
banking  market — a  bit. 

As  a  result,  out of  state 
banks  have  rushed  in  to 
buy.  Detroit's  NBD  Bancorp 
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Bank  mergers 

(parent  of  National  Bank  of  Detroit) 
has  acquired  several  Chicago  banks. 
So  have  Manufacturers  National, 
Grand  Rapids'  Old  Kent  and  Kalama- 
zoo's First  of  America. 

In  June,  Columbus,  Ohio-based 
Banc  One  agreed  to  exchange  0.325 
of  its  shares  for  each  share  of  First 
Illinois,  a  suburban  Chicago  bank 
with  $1.7  billion  in  assets.  The  price 
when  the  deal  closes  should  be  rough- 
ly three  times  book  value — a  rich  pre- 
mium for  such  transactions. 

However,  Chicago's  biggest  banks 
are  at  more  of  a  disadvantage:  $50 
billion  (assets)  First  Chicago  has  been 
acquiring  some  small  banks  but  has 
also  been  distracted  by  deteriorating 
Third  World  and  highly  leveraged 
transaction  loans.  The  $26  billion 
Continental  Bank,  under  Chairman 
Thomas  Theobald,  is  focusing  not  on 
retail  banking  but  on  becoming  a 
wholesale  bank. 

The  attractions  for  the  out-of- 
towners  are  obvious.  Less  oppressed 
by  the  recession  than  other  areas  of 
the  country,  Chicago  and  its  suburbs 
boast  a  widely  diversified  business 
base,  and  per  capita  income  in  Illinois 
is  9%  higher  than  the  U.S.  average. 
Anticipation  of  buyouts  has  already 
pushed  up  the  price  expectations  of 
the  better  Illinois  banks.  Such  banks 
as  publicly  traded  First  Colonial, 
Suburban  Bancorp  and  River  Forest 
might  be  very  attractive  to  banks  bent 
on  expansion. 

For  Michigan  banks,  the  grass  is 
definitely  greener  in  Chicago.  Loan 
growth  in  Michigan  is  virtually  flat, 
and  commercial  middle  market  lend- 
ing is  dominated  by  three  big  banking 
companies  (nbd.  Manufacturers  Na- 
tional and  Old  Kent)  with  a  combined 
market  share  of  almost  75%. 

In  Chicago,  on  the  other  hand, 
only  about  35%  of  middle  market 
corporate  lending  is  shared  by  three 
banks — First  Chicago's  American 
National,  Bank  of  Montreal's  Harris 
Bankcorp,  and  AHN  amrd's  LaSallc 
National  Bank. 

"Chicago  has  not  had  the  sophisti 
cated  middle  market  lending  other 
areas  have  had,"  says  Robert  Hughes, 
head  of  Manufacturers  National's  Illi 
nois  operation.  "We  think  there  is 
plenty  of  room  for  us  to  do  well." 
A  lot  of  other  out  of  town  owned 
banks  seem  to  think  so,  too.  ■■ 
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Heiress  Louise  Parsons  has  a  lot  of  reasons  to  be 
grateful  to  the  man  who  runs  Jefferson-Pilot. 
So  why  is  she  trying  to  fire  him? 

That's  gratitude.^ 


By  Lisa  Scheer  and  Edward  F.  Cone 

Now  HERE'S  an  interesting  plot:  A 
man  who  wrecked  a  bank  tries  to 
unseat  a  man  who  has  built  one  of  the 
soundest  insurance  companies  in  the 
country. 

In  one  corner,  Roger  Soles,  70,  the 
autocratic  chairman  of  Greensboro, 
N.C.'s  Jefferson -Pilot  Corp.  (assets, 
$4.5  billion)  for  a  quarter  of  a  centu- 
ry. During  the  high-flying  1980s  he 
steered  clear  of  junk  bonds  and  junk 
real  estate,  investing  in  blue-chip  pri- 
vate placements  and  equities.  While 
the  insurance  industry's  average  capi- 
tal surplus  and  reserves  has  dwindled 
to  8%  of  total  assets,  Jefferson- Pilot's 
is  24%. 

In  the  other  corner,  Donald  Par- 
sons, age  61,  who  came  to  fame  20 
years  ago  by  running  Detroit's  Bank 
of  the  Commonwealth  into  the 
ground.  It  had  to  be  bailed  out  at 
taxpayer  expense.  After  that.  Parsons 
signed  a  Securities  &  Exchange  Com- 
mission consent  decree  barring  him 


from  the  securities  business.  Since 
then  he  has  been  a  lawyer  for  Hustler 
magazine  owner  Larn,'  Flynt,  and  has 
helped  run  his  wealthy  wife's  real 
estate  ventures. 

These  two  men  have  now  locked 
horns.  Parsons  and  his  wife,  Louise 
Price  Parsons  have  decided  they 
don't  like  the  wa\'  Roger  Soles  is 
running  Jefferson- Pilot.  Louise,  a 
granddaughter  of  Julian  Price,  lefFer- 
son- Pilot's  longtime  chairman  in  its 
early  days,  is  suing  to  remove  Soles 
from  office. 

Mrs.  Parsons  owns  300,000  Jefl^er- 
son- Pilot  shares — about  1%  of  the 
common  equit\' — currendy  worth 
$14  million  and  generating  around 
$480,000  a  year  in  diudends.  A  com- 
pany owned  by  Donald  Parson's  chil- 
dren votes  another  1%  of  the  stock. 

In  late  July  Louise  Parsons  filed  a 
lawsuit  in  federal  court  accusing  Jef- 
ferson-Pilot of  fraud.  Fraud.^  The  Par- 
sonses   complain    that   shareholders 


Jefferson-Pilot 
Chairman 
Roger  Soles 
Capable, 
if  not 
charming. 
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Donald  and  Louise  Price  Parsons 
Some  folks  are  never  satisfied. 


were  duped  into  granting  $1.9  mil- 
lion wortii  of  unrestricted  stock  to 
Roger  Soles. 

Retorts  the  crusty  Soles:  "She 
[Louise  Parsons]  ought  to  be  on  her 
hands  and  knees  thanking  the  good 
Lord  that  the  stock  has  appreciated 
the  way  it  has." 

He  certainly  has  a  point:  Since 
1981  the  stock  has  quadrupled  and 
paid  out  over  $10  a  share  in  common 
dividends.  The  dividend  (currently 
$1.60  on  the  $46.50-a-share  stock) 
has  been  increased  for  22  consecutive 
years.  Supporting  Soles  is  family  patri- 
arch Joseph  McKinley  Bryan,  Lou- 
ise's uncle  by  marriage,  the  96-year- 
old  philanthropist  and  Jefferson- Pilot 
board  member. 

But  the  Parsonses  complain  that 
Jefferson- Pilot's  stock  would  have 
done  better  under  a  different  chair- 
man. They  complain  that  Jefferson - 
Pilot's  five-year  return  on  equity  of 
10.3%  lags  the  life  insurance  industry 
average  of  11.1%. 

Soles  has  an  answer  to  that:  As  an 


insurance  company,  Jefferson- Pilot's 
large  common  stock  portfolio  has  ap- 
preciated greatiy,  but  the  apprecia- 
tion has  been  credited  directly  to 
earned  surplus  rather  than  flowing 
through  the  income  statement;  there- 
fore, a  lot  of  earnings  never  appeared 
as  such. 

The  Parsonses  gripe  that  Soles' 
compensation  package  last  year,  total- 
ing $3.3  million,  was  excessive.  They 
complain  that  he  has  yet  to  designate  a 
successor.  (Responds  Soles:  "I  like 
my  executives  to  work  their  hardest, 
and  I  don't  want  anyone  feeling  dis- 
appointed or  like  they've  got  it 
made.") 

Clearly,  Soles  is  no  diplomat.  A 
onetime  farm  boy  from  eastern  North 
Carolina  and  sur\'ivor  of  three  days 
behind  enemy  lines  after  being  shot 
down  by  the  Japanese  in  World  War 
II,  Soles  is  blunt  to  a  fault.  Greens- 
boro businessman  Charles  (Buddy) 
Weill,  a  longtime  friend,  says  he  quit 
golfing  with  Soles  because  he  can  be 
so    nasty    and    competitive    on    the 


course. 

Soles  caused  disapproval  in  conser- 
vative Greensboro  this  spring  when 
he  spoke  rudely  to  l>ouise  Parsons 
when  she  tried  to  speak  at  the  annual 
meeting.  But,  of  course,  chief  execu- 
ti\'es  arc  supposed  to  be  paid  for 
getting  results,  not  for  winning  popu- 
larity' contests. 

The  Parsonses  won  the  first  round 
in  court  on  July  17,  when  a  state 
Superior  Court  judge  ruled  that  the 
company  must  make  available  records 
involving  Soles'  use  of  a  corporate 
plane  and  his  role  in  the  company's 
charitable  giving.  Jefferson  Pilot  is 
appealing  the  decision. 

l>ouise  Parsons  is  now  suing  to 
annul  the  1990  and  1991  annual 
meetings,  including  the  election  of 
directors  and  awards  of  stock.  Ixiuisc 
Parsons  insists  that  Roger  Soles  ou^ht 
to  retire  to  make  rtwm  for  \oung 
blood.  Docs  she  think  her  h\\ 
yer/failcd  banker  husband  should 
succeed  him.>  Donald  Parsons  claims 
he  has  no  interest  in  the  job.  ^M 
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As  GE  and  Westinghouse  have  diversified  into 
broadcasting  and  financial  services,  Percy  Barnevik  has 
quietly  built  Asea  Brown  Boveri  into  the  leading 
equipment  supplier  to  the  world's  electric  connpanies. 

The  powerhouse 


By  Paul  Klebnikov 

Last  year  abb  Asea  Brown  Boveri 
Ltd.,  the  giant  European  engineering 
firm,  told  Columbus,  Ohio's  Ameri- 
can Electric  Power  that  shipment  of 
an  order  of  large  power  transformers 
would  be  a  year  late.  David  Williams, 
American  Electric's  head  of  engineer- 
ing, stomped  and  fumed,  but  there 
was  nothing  he  could  do.  abb  was  his 
only  supplier. 

Where  were  American  Electric 
Power's  other  traditional  transformer 
suppliers — ge   and  Westinghouse — 


when  Williams  needed  themi*  They 
had  left  the  large-transformer  busi- 
ness to  abb.  Searching  for  higher  prof- 
itability, both  Westinghouse  and  GE 
have  been  diversifying  away  from 
power  equipment.  GE  still  has  its  lu- 
crative gas  turbine  business  and  Wes- 
tinghouse is  still  well  respected  in  the 
nuclear  business,  but  many  of  their 
other  power  equipment  lines  have 
been  sold,  cut  back  or  spun  off  into 
partnerships  with  foreign  manufac- 
turers, including  Hitachi  and  Mitsu- 


Asea  Brown  Boveri  Chief  Executive  Percy  Barnevik 

"Baroevik  and  the  Vlkingt,"  says  an  amployee,  "don't  dwell  on  small  talk." 


bishi  Heavy  Industries.  In  1984  pow- 
er equipment  accounted  for  25%  of 
Westinghouse 's  sales  and  22%  of  ge's. 
Today  it  amounts  to  just  19%  and 
10%,  respectively. 

GE  categorically  denies  that  it  is 
leaving  the  power  equipment  busi- 
ness. But  ge's  customers  aren't  so 
sure.  "Many  of  our  old-line  suppliers 
just  aren't  there  anymore,"  says 
Thomas  Maiman,  vice  president  of 
engineering  at  Chicago's  Common- 
wealth Edison.  "The  relationships 
from  a  technical  standpoint  that  we 
have  developed  over  the  years  have 
faded,  and  in  some  cases  just  disap- 
peared." And  this  at  a  time  when  the 
SlOO-billion-a-year  world  power 
equipment  market  is  growing  faster 
than  at  any  time  since  the  early  1970s. 

As  GE  and  Westinghouse  have 
retrenched,  Asea  Brown  Boveri  has 
grown — practically  overnight — to 
lead  the  market.  With  $27  billion  in 
1990  revenues,  .\BB  is  not  just  the 
single  largest  supplier  to  the  world's 
electricity  industry.  It  is  also  a  lead- 
ing world  supplier  of  robots,  pro- 
cess automation  systems,  locomo- 
tives and  air  pollution  control 
equipment. 

A  company  with  no  discernible  na- 
tional identitN',  Zurich- based  .\bb 
calls  itself  a  "multidomestic"  corpo- 
ration (see  box,  p.  49).  It  is  owned  SO- 
SO  by  two  publicly  traded  companies: 
Sweden's  Asea  ab,  and  Switzerland's 
BBC  Brown  Boveri  Ltd.  In  the  U.S. 
over  the  past  r\\o  years  alone,  .\bb  has 
bought  over  $2  billion  worth  of  busi- 
nesses, including  Combustion  Engi- 
neering and  a  major  subsidiary  of 
Westinghouse.  abb  now  generates  S6 
billion  of  its  sales  in  the  U.S. 

ABB  is  the  handiwork  of  an  alix)f 
but  brilliant  Swedish  businessman 
named  Percy  Barne\ik.  Bamc\ik, 
now  SO,  grew  up  in  L\1dcvalla,  a 
small  town  t)n  Sweden's  rtxky  North 
Sea  coast,  where  his  father  ran  a  small 
printing  business. 

"He  comes  from  the  west  of  Swe- 
den, where  the  work  ethic  is  a  kind  of 
religion,"  s,\ys  a  Swedish  steel  execu- 
tive who  has  known  Barncxik  since 
the  1970s.  "He  is  not  N-cr>'  stKial.  He 
has  this  beard.  He's  ttx>  aggressive 
and  ambitious,  fhen  there  is  his 
American  training  and  his  time  with 
the  steel  company  in  the  I'.S.  He  is 
different  tVoni  most  Swedes." 
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Asea  Brown  Boveri 

After  studying  economics  and 
computer  science  in  Sweden  and 
then  at  Stanford,  Barnevik  in  1969 
joined  Sweden's  Sandvik  ab,  a  maker 
of  specialty  steels;  he  was  soon  put  in 
charge  of  Sandvik's  U.S.  operations, 
an  experience  that  would  later  guide 
him  as  he  built  abb. 

"The  impulses  I  got  at  Stanford, 
then  the  five  years  with  Sandvik  in 
America,  were  extremely  education- 
al," says  Barnevik.  "I  felt  those  huge, 
unlimited  opportunities  to  penetrate 
the  country,  coming  out  of  this 
chopped- up  European  continent. 
The  possibility  to  be  able  [to  build 
distribution]  in  such  a  huge  market 
was  extremely  stimulating." 

Under  Barnevik,  Sandvik's  U.S. 
sales  tripled,  to  $226  million,  from 
1975  to  1979.  This  performance 
caught  the  attention  of  Swedish  in- 
dustrial magnate  Marcus  Wallenberg, 
who  hired  him  to  run  Asea  in  1980. 

Asea  was  then  a  sleepy  electrical 
engineering  firm  content  with  the 
Scandinavian  market.  Barnevik  kicked 
the  company  awake.  In  his  first  100 
days  at  Asea,  Barnevik  told  his  head- 
quarters staff  of  3,500  to  either  find 
work  in  the  company's  production 
facilities  or  leave  the  company.  With 
the  headquarters  staff  cut  to  reason- 
able size,  he  then  launched  a  series  of 
bold  acquisitions  to  expand  Asea's 
businesses  in  North  America  and  Asia. 

Early  on,  the  Japanese  saw  Barnevik 
as  a  threat  and  tried  to  stop  him. 
Japanese  robotics  companies  Fanuc 
and  Matsushita  tried  to  underprice 
Asea's  still  fragile  robotics  division  in 
1983-84,  but  Barnevik  countered 
with  his  own  robot  sales  drive  in 
Japan.  He  forced  his  plant  managers 
to  cut  costs  1 0%  a  year  and  to  halve  the 
time  it  took  to  bring  out  new  robots. 
Today  Asea's  robots  are  solidly  profit- 
able and  the  company  leads  the  world 
market. 

By  the  end  of  1987  Barnevik  had 
tripled  Asea's  sales,  to  $9  billion;  in- 
creased earnings  fivefold;  and  boost- 
ed its  market  capitalization  eleven- 
fold. Next  target:  the  prcnected  pow- 
er markets  of  continental  Europe. 

In  1987  Harncvik  proposed  a  merg- 
er to  Switzerland's  Urown  Boveri,  a 
venerable  old  company  with  large 
customer  bases  in  Germany  and  the 
U.S.  The  Swiss  agreed  and  the  two 
companies  merged  into  Swiss-domi- 


ciled Asea  Brown  Boveri. 

Again  Barnevik  quickly  moved  re- 
sources away  from  central  headquar- 
ters toward  abb's  production  facili- 
ties. To  whip  into  shape  Brown  Bo- 
veri's  German  operations — with 
34,000  employees  and  $2  billion  in 
revenues — Barnevik  brought  in  for- 
mer BMW  executive  Eberhard  von 
Koerber.  The  work  force  was  cut  by 
10%  and  the  headquarters  bureaucra- 
cy in  Mannheim  was  broken  up.  The 
German  unions  reacted  with  strikes, 
barricades  and  strident  criticism  in  the 
press.  But  Barne\'ik  was  unswaved. 
Sales  ^5er  emplovee  in  Germanv 
jumped  from  $55,000  in  1987  to 
$94,000  in  1990,  and  abb  Germanv  is 
now  catching  up  to  its  archrival  Sic 
mens  on  German  turf. 

Now  it  was  time  to  tackle  the  l^S. 
market.  In  1988  Barnevik  tried  to  get 
access  to  most  of  Westinghouse's 
electrical  equipment  business.  U.S. 
antitrust    authorities    blocked    that 


deal,  although  Barnevik  later  was  al- 
lowed to  buy  Westinghouse's  electri- 
cal transmission  and  distribution 
business  for  over  S800  million. 

Undaunted,  Barnevik  scx)n  came 
across  Combustion  Engineering. 
Once  one  of  the  great  names  of  Amer- 
ican business.  Combustion  had  been 
wasted  by  a  misguided  diversification 
campaign.  When  Barne\ik  ottered 
Chairman  Charles  Hugel  SI. 6  bil- 
lion, 57%  over  the  current  stcvk  price, 
Hugel  immediately  accepted. 

Hugel,  it  turned  out,  had  snook- 
ered the  tough  Swede,  abb  sixin 
found  hundreds  of  millions  of  dollars 
of  losses  that  had  not  been  disclosed 
during  the  purchase.  Golden  para- 
chutes tor  the  old  Combustion  Engi- 
neering gang  alone  totaled  S34  mil- 
lion. The  parachutes  came  in  handv. 
Within  months  Barne\ik  had  purged 
C\>mbustion  Chief  Executive  George 
Kimnicl  and  8  out  o(  1 1  other  senior 
Ciombustion  officers. 
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An  ABB  transform- 
er plant  in  St.  Louis 
ABB  has  invest- 
ed  $30  million  to 
retrain  woifcers 
and  introduce  a 
near-dean-room 
environment.  The 
motto:  "A  sloppy 
plant  floor  leads 
to  sloppy 
thinking." 


Bamevik  and  Gerhard  Schulmcycr, 
the  chief  executive  of  abb's  combined 
U.S.  operations,  defend  the  acquisi- 
tion. "We  wanted  an  absolute,  solid 
presence  in  the  power  market  in  this 
country,"  says  Schulmeyer,  "and  we 
needed  a  quantum  step." 

Barnevik  emphasizes  a  different  at- 
traction. "The  U.S.  is  a  low-cost 
country,"  he  says.  "It  is  between  the 
really  low-cost  countries,  like  Greece 
and  Portugal,  and  the  high-cost 
countries,  like  Germany  and  Switzer- 
land. One  tremendous  advantage  in 
America  is  that  on  top  of  the  big 
market,  you  have  low  labor  costs." 

Still,  Combustion  Engineering  has 
sorely  tested  Barnevik's  strategy  of 
decentralization,  abb  has  grown  faster 
than  the  ability  of  all  its  far-flung  parts 
to  communicate  with  one  another. 
"We  see  some  confijsion  in  [abb's] 
management,  and  some  deterioration 
in  their  service,"  says  American  Elec- 
tric's  David  Williams. 

Such  problems  delight  archrival  gk. 
Says  GE  power  systems  boss  David 
Genever-Watling:  "Some  financial 
analysts  have  suggested  that  they 
[abb]  have  tried  to  acquire  too  much 
and  manage  too  many  disparate  cul- 
tures, and  that  may  get  them  into  the 
same  difficulty  as  Electrolux  in  the 
Eighties."  Electrolux,  he  reminds, 
bought  up  companies  in  many  differ- 


ent countries  and,  after  a  meteoric 
rise,  saw  its  earnings  crash  last  year. 

But  make  no  mistake.  No  one  is 
counting  ABB  out.  Bamevik  and 
Schulmeyer  are  methodically  ratio- 
nalizing Combustion  Engineering. 
Its  corporate  aircraft,  artwork  and  old 
headquarters  building  are  being  sold. 
The  headquarters  staff'has  been  cut  to 
90.  About  $700  million  worth  of  old 
Combustion  businesses  have  been 
sold.  New,  aggressive  technician 
managers  have  been  brought  in  to 
improve  productivity.  Overall,  after 
the  huge  losses  last  year,  abb's  U.S. 
operations  are  now  profitable. 

Barnevik,  in  short,  is  getting  his 
new  U.S.  operations  in  shape  for  the 
competitive  battles  ahead.  The  stakes 
are  huge:  an  estimated  $12  billion  a 
year  for  new  power  plants  and  another 
several  billion  for  suppKdng  transmis- 
sion and  distribution  equipment. 

One  of  the  fiercest  of  those  battles 
will  be  for  the  gas  turbine  business, 
likely  to  be  a  $3-billion-a-year  market 
in  the  U.S.  during  the  1990s,  gk  is 
currently  the  undisputed  world  leader 
in  gas  turbines,  thanks  to  its  large 
installed  base  and  to  development 
cooperation  with  ge's  jet  engine  divi- 
sion. Barnevik  plans  to  narrow  the 
gap.  In  1989  abb  formed  an  alliance 
with  the  jet  engine  subsidiary  of  Rolls- 
Royce  to  get  its  own  access  to  ad- 


Multidomesticity 


Although  hf;s  a  dedi- 
cated free  trader,  abb  Chief 
Executive  Percy  Barnevik 
knows  he's  living  in  an  age 
of  "voluntary"  import  re- 
straints and  managed  trade. 
"When  I  was  living  in 
America  in  the  mid-1970s, 
I  was  running  a  steel  com- 
pany," Barnevik  recounts. 
"I  was  building  a  tube 
plant  and  a  welding  and 
wire  plant — expanding 
like  hell.  And  when  I  was  in 
Washington,  talking 
about  steel  quotas,  there  I 
was:  a  Swede  asking  for 
[steel  products]  protection 
in  die  U.S." 


That  experience  has 
strongly  influenced  Barne- 
vik's building  of  Asea 
Brown  Boveri.  In  the 
course  of  putting  abb  to- 
gether, Barnevik  has  ac- 
quired 70  to  80  compa- 
nies around  the  world.  Al- 
most half  of  abb's  sales  are 
in  Asia,  North  America  and 
the  Third  World.  Today 
ABB  consists  of  1 ,300  au- 
tonomous operating 
units  with  215,000  em- 
ployees— coordinated  by 
a  headquarters  staff  Of  just 
150  people  in  Zurich. 

To  integrate  his  differ- 
ent units,  Barnevik  has  de- 
veloped a  highly  decen- 
tralized corporate  struc- 
ture, which  he  calls  a 
"multidomestic  corpora- 


tion." The  idea  is  for  each 
national  subsidiary  of  ABB 
to  act  as  a  domestic  com 
pany.  While  the  corpora- 
tion as  a  whole  is  divided 
globally  along  both  fijnc- 
tional  and  product  lines, 
it  is  also  divided  into  more 
than  100  national  com- 
panies. The  chief  executives 
of  these  units  are  respon- 
sible for  dealing  with  the 
local  governments, 
unions  and  customers. 

As  far  as  possible,  prod 
uct  manufacturing  is  done 
in  the  country  where  the 
customer  is — more  for  po 
litical  than  cost-saving 
reasons.  And  having  a  do 
mestic  identity  helps  win 
not  only  domestic  orders 
but  export  orders  as  well. 


"The  nuclear  power 
plants  that  we  are  building 
in  Korea  are  from  abb 
Combustion  Engineering 
in  the  U.S.,"  explains 
Bamevik.  "When  I  go  to 
Seoul,  you  know  who  I 
visit?  Not  the  Swedish  am 
bassador,  not  the  Sn^iss 
ambassador — I  go  to  the 
U.S.  ambassador,  be- 
cause I  represent  a  U.S. 
company." 

Barnevik's  point:  As 
the  ultimate  owner  of  U.S. 
manufacturing  assets,  abb 
enjoys  the  marketing  sup 
port  of  the  U.vS.  govern 
ment,  although  it  is  a  Euro 
pean  company.  "That," 
says  Bamevik,  "is  what 
'mulridomestic' 
means."  -P.K.     Hi 
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The  Alfa  Romeo  Assurance  Program. 
A  package  of  services,  neatly  laid  out  in  its 
own  cloth  case,  that  says  we  believe  the 
164  to  be  so  reliable,  so  sure  of  itself,  that 
we're  backing  it  up  in  writing. 


The  Alfa  Romeo  164.  A  car  so  good,  with  a  warranty  so  complete, 

it  even  covers  the  occasional  mental  breakdown. 


Of  course,  it  covers  all  scheduled 
maintenance,  even  headlight  bulbs  and 
wiper  blades  for  three  years  or  36,000 
miles,  whichever  comes  first.  But  it  goes 
further,  much  further,  to  include  things 
like  the  cost  of  emergency  roadside  service 
if  you  run  out  of  gas.  And  free  installation 
of  your  spare  should  you  have  a  flat  tire 
while  on  the  road.* 

The  Alfa  Romeo  Assurance  Program  is 
waiting  patiently  inside  the  most  reliable, 
well  built  Alfa  Romeo  ever.  The  164.  Which, 
in  turn,  is  quite  anxious  to  be  on  the  road. 


Call  1-800-245-ALFA  for  the  dealer  nearest 
you  for  details  and  a  copy 
of  this  warranty. 


•tmentPrHY  rtijdsidr  service  jnd  trip 
intcmjpJion  pnivided  by  Cross  Country 
Mo«ot  Club,  Ini  ,  B<»sU)o,  MA  02155 
except  in  Cjlitomid,  where  services 
are  provided  by  Cross  Country  Motor 
Club  ol  California,  IrK..  Boston, 
MA  02155. 

OI991  Alto  Romeo  DntribuKm  d  Nonh  Ammca 


The  legendary  manque  of  high  performance. 


$17,500* 

The  Novecento.  by  IWC.  A  symphony  in 
four  movements,  featuring  the  perpetual 
calendar  with  moon  phase  display. 
The  latest  work  to  come  out  of  Schaffhausen 
is  one  of  startling  originality,  tempering  angu- 
larity of  form  with  the  gentle  appeal  of  gold. 
The  first  movement,  allegro  ma  non  troppo, 
unites  two  major  themes:  the  hour  and  min- 
ute hands  beating  the  passage  of  time  with 
inexorable  precision;  the  day  and  date  dis- 
plays recording  our  progress  with  reassuring 
regularity. 

The  second  movement,  andante  un  poco 
meastoso,  also  combines  two  elements,  the 
month  and  the  moon  phase  displays,  uniting 
the  mundane  and  celestial  aspects  of  time. 
In  the  third  movement,  a  cadenza,  the  indivi- 
dual themes  of  the  year  display  occur  only 
once,  but  are  sustained  while  the  motifs  of 
the  first  two  movements  are  repeated  and 
reworked . 

Finally  the  fourth,  nobilamente,  synthesizes 
the  individual  elements  of  (he  work  - 
elegance,  economy  of  form  and  technical 
brilliance. 

After  the  Novecento  by  IWC,  symphonic 
form  will  never  be  the  same  again. 

IWC 


For  further  information  and  a  complete  catalogue  on  all  IWC  timepieces 
please  call  I  800-4.^2-93.^0 

Fred  Joaillicr,  Inc.,  Bfvtriy  Hills  (21.1)  276  SS.Sa.  Princess  Jc\wls  Collection.  BtTtriv  Hilk  (21.1)  276  S5.S6; 
siiclbcin's  Inc.,  C«rmfl  (408)  62S-2522.  Royal  Hawaiian  Gems.  Honolulu  (808)  926  2722.  .Smart  JcM-lcrs.  LiKolmrood  (708)  673-6000; 
Morgan  &  Co.  Jewelers,  \m  Anjclfs  (21.1)  208  .Vn7;  Chong  Hing  (Wdsmilh,  Morterey  P»rk  (21.1)  62.1 .164.S; 
Adicr's  New  Orlcaiis  (504)  S2J-S292;  Traditional  Jewelers.  Newport  Beach  (714)  760-80.13.  Shapur.  Saa  Fyaacisco  (4IS)  392-1200 

'Minuliclurcr'i  \uimoln)  retail  piicc 


Asea  Brown  Boveri 

vanced  jet-engine  technology. 

Will  ABB  emerge  as  a  powerful  com- 
petitor to  GH  in  gas  turbines?  Com- 
monwealth Edison  engineering  head 
Thomas  Maiman  thinks  it  will.  "Over 
the  next  five  to  seven  years  you're 
going  to  see  the  gas  turbine  market 
just  take  off,"  says  Maiman.  "And 
once  GE  fills  up  their  shops,  where  are 
the  utilities  going  to  go?  And  once 
abb's  turbines  get  out  into  the  market 
and  demonstrate  a  reliability  and  ser- 
vice record  that's  equal  to  or  better 
than  ge's,  we  [utilities]  are  going  to 
be  indifferent  to  whose  turbines  we 
buy."  GE  is  expanding  its  gas  turbine 
capacity  by  about  50%,  but  the  com- 


ABB  U.S.  boss  Gerhard  Schuimeyer 
"We  needed  a  quantum  step." 


pany's  years  of  being  alone  at  the  top 
are  clearly  gone. 

In  profitabilit)',  abb  has  a  long  way 
to  go  to  catch  GE:  While  GE  power 
systems'  operating  margins  arc  13%, 
abb  manages  t)nly  7%.  For  1991,  on 
an  estimated  10%  rise  in  revenues  (to 
$30  billion),  .\rr  forecasts  fiat  earn- 
ings of  around  S590  million.  But  that 
is  a  near  term  earnings  pn^blcm  and 
BarncN-ik,  still  only  50,  is  in  the  power 
business  for  the  long  haul. 

"Barnevik  \\\\\  the  X'ikings  are  ex- 
tremely results — and  performance — 
oriented,"  says  Shelby  Brewer,  a  for- 
mer C'ombusiion  Kngineenng execu- 
tive who  has  stayed  on  with  ABB. 
"  rhev're  not  slopp\  in  their  thinking. 
Thev  don't  dwell  on  small  talk.  We  all 
wi>rk  enimnously  greater  hours  than 
we  did  before  we  wea*  .acquired.  We 
all  h.ive  tax  machines  in  our  homes." 

I'acing  such  detennined  comjxti- 
titMi,  c;e  and  Westinghou.se  will  have 
to  keep  on  their  a*s}X'Ctive  ttK"s      Hi 
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Recent!)^  UBS  acquired 

even  greater  powers 

in  global  asset  management. 


Union  Bank  of  Switzerland  is  an  acknowledged  power  in  asset 
management  worldwide.  And  with  the  June  28, 1991  acquisition  of  Chase 
Investors  Management  Corporation,  our  market  presence  and  capabilities  in 
this  area  have  been  further  enhanced. 

Our  new  acquisition,  renamed  UBS  Asset  Management  (New  York) 
Inc.,  is  a  wholly  owned  subsidiary  of  UBS.  Entrusted  with  some  $30  billion 
in  institutional  assets,  it  is  among  the  25  largest  firms  of  its  kind  in  the 
United  States. 

With  these  resources  in  place,  UBS  now  has  superior  strengths  in  fixed 
income,  growth  and  value  equities,  as  well  as  indexing  and  hedging.  Moreover, 
we  are  now  the  largest  manager  of  U.S.  pension  fund  dollars  invested  in  oil 
and  gas  assets.  As  well  as  one  of  the  largest  advisors  for  international  clients 
investing  in  U.S.  real  estate. 

All  of  which  means  that  the  expertise  UBS  provides  on  the  U.K., 
Continental  European  and  Asian  markets  is  now  available  to  institutional 
investors  on  the  U.S.  market.  Through  UBS  Asset  Management  (New  York)  Inc. 

A  truly  global  investment  perspective.  With  full  access  to  opportunities 
in  the  U.S.,  Western  Europe  and  Asia.  All  backed  by  the  strength  and  stability 
of  one  of  the  world's  best  capitalized  Triple-A  rated  banks. 

Union  Bank  of  Switzerland. 

With  this  addition,  we  now  have  even  greater  global  powers  in  asset 
management  to  share. 


UBS  Asset  Management:  New  York:  (212)  789-7100,  Zurich:  (41-1)  235-7353,  London:  (44-71)  901-5000,  Tokyo:(81-3)  3503-7771 


¥)u  can  bet  that  5  yeai 
thrust  levels  will  go  down  ani 


You'll  find  better  odds  in  Monte  Carlo. 
The  reality  is,  tomorrow  will  look  a  lot  like 
today — only  harsher. 

The  GE90  was  specifically  designed  to  let 
you  face  the  fiiture  with  confidence.  Low 
noise  levels  increase  your  landing  options. 
Reduced  emissions  let  the  world — and  you — 
breathe  easier  Improved  SFC  fiiels  your 
bottom  line. 

And  high  thrust  capability — designed-in 
fi-om  day  one — means  this  is  an  engine  that 
grows  with  you.  Comfortably  Through  every 
version  of  the  new  widebody  twins. 

The  choice  is  yours.  You  can  bet  your 
fiiture  on  wishfiil  thinking. 

Or  you  can  buy 
this  engine. 


GE  Aircraft  Engines 

Komng  thn  Pmnii<^p 


om  now  oil  will  be  cheap, 
^liability  wonl  be  an  issue. 


Being  built  in  conjunction  with  SNECMA  of  France,  I  HI  of  Japan  and  FiatAvio  of  Italy. 


McCaw  Cellular  and  PacTel  Corp.  will  soon  be  in  the 
middle  of  what  could  be  the  year's  biggest  cellular  deal, 
McCaw  stands  to  win  more  by  losing  than  by  winning. 

San  Francisco 
stando£f 


By  Fleming  Meeks 

In  the  early  days  of  cellular — that  is 
to  say,  the  mid- Eighties — upstart 
McCaw  Cellular  Communications 
bought  cellular  licenses  for  as  little  as 
$4  per  potential  subscriber,  or  "pop." 
Then  the  market  heated  up,  but 
Chairman  Craig  McCaw,  no  longer 
an  upstart  but  a  pacesetter,  kept  right 
on  bidding.  In  March  of  1990  he  paid 
$3.4  billion — or  around  $350  a 
pop — to  gain  control  of  Lin  Broad- 
casting. That  brought  McCaw's  na- 
tional coverage  to  61  million  pops — 
nearly  one-quarter  of  the  country. 


After  that,  as  if  exhausted,  his  high- 
ly leveraged  cellular  giant  (debt  of 
$5.4  billion;  equity  of  $1.8  billion) 
drifted  off  the  front  page.  It  has  fo- 
cused on  cutting  its  crushing  debt 
through  sale  of  some  properties  and 
through  debt- for- equity  swaps. 

But  Craig  McCaw's  profile  will 
soon  rise  again.  Come  Sept.  26, 
McCaw  Cellular  may  find  itself  in  the 
middle  of  the  year's  biggest  cellular 
deal.  On  that  day,  the  licenses  cover- 
ing 5.2  million  pops  in  San  Francisco 
and  San  Jose  come  up  for  grabs. 


McCaw  Cellular  Chair(i),iii  Craig  McCaw 
A  master  of  brinkmanship. 


It's  a  complicated  situation.  PacTel 
Corp.,  a  subsidiary  of  Pacific  Telesis, 
currently  owns  61%  of  the  Bay  Area 
licenses;  McCaw,  33%.  (The  remain- 
ing 6%  is  owned  by  Pittsburgh -based 
Associated  Communications  Corp.) 
The  partners  have  a  so-called  shotgun 
agreement  designed  to  terminate  the 
partnership.  If  the  agreement  is  trig- 
gered sometime  after  Sept.  26,  as 
expected,  PacTel  will  name  a  price  for 
the  licenses.  McCaw  then  has  the 
option  to  buy  PacTel 's  share  based  on 
that  price — or  to  sell  its  share  to  Pac- 
Tel based  on  that  same  price. 

Big  money  is  involved  here.  Sharon 
Armbrust,  cellular  analyst  at  Paul  Ka- 
gan  Associates,  believes  the  price 
could  top  $300  a  pop — over  SI  bil- 
lion if  McCaw  buys  out  PacTel.  At  the 
ven'  least,  she's  guessing  $250. 

How  did  this  situation  come 
about?  Eight  years  ago  McCaw  and 
four  other  would-be  cellular  opera- 
tors had  applications  pending  with 
the  Federal  Communications  Com- 
mission for  the  licenses.  As  was  com- 
mon practice,  the  group  opted  to 
divide  the  ownership  rather  than  go 
through  a  long  hearing  process.  As 
part  of  the  deal,  McCaw  demanded 
the  shotgun  arrangement,  whereby 
the  forced  sale  of  the  properties  could 
be  triggered  eight  years  later. 

In  1986  PacTel  bought  out  t^vo  of 
the  partners.  McCaw  bought  out  a 
third  partner  that  same  year. 

So  what's  going  to  happen.'  Nei- 
ther McCaw  nor  PacTel  is  talking. 
Pacific  Telesis,  which  owns  cellular 
properties  throughout  California  in 
addition  to  its  huge  telephone  net 
work,  clearly  wants  to  own  cellular 
licenses  in  the  Bay  Area,  where  it  is 
hcadquancrcd.  Though  cellular  users 
cannot  cross  easily  between  wireline 
and  nonwireline  cellular  systems,  new 
st>ftw  arc  is  expected  tt>  allow  them  to 
do  so  automatically  in  the  near  future. 

Most  imponant,  PacTel  has  access 
to  cash  .-K  half  billion  dollars  is  big 
money  t(.)  McCaw ;  it  is  less  tor  PacTel, 
whose  assets  arc  2V^  rimes  McCaw*s. 

McCaw  operates  cellular  s\-stems 
up  and  down  the  California  coast  and 
would  dearly  kne  to  in\ n  the  sN'stcms, 
too.  But  can  it  afford  to,  gi\en  its  still 
tormidable  debt  kwd.'  NlcCaw  has 
S360  million  in  cash  fri>m  selling 
prt>perties  in  Wisconsin,  M^i  rumor 
lias  it  that  the  ct>mpany  is  close  tt>  a 
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''LOAD 


INTERNATIONAL 
EXPERTS 

WHEN  IT  COMES  TO  NO-LOAD  OVERSEAS  INVESTING,  NOBODY  OFFERS  MORE  THAN  T.  ROWE  PRICE 

Overseas  investing  can  increase  returns  while  diversifying  portfolios.  T.  Rowe  Price^  a  pioneer 
in  foreign  investing,  can  help  you  take  advantage  of  these  benefits.  We  offer  six  no-load  interna- 
tional funds,  including  the  International  Stock  Fund,  ranked  the  #1  international  hind  since 
its  1980  inception.* 

Experience  and  expertise.  More  than  a  decade  ago,  we  teamed  with  Britain's  century-old  Robert 
Fleming  Holdings,  Ltd.,  to  form  Rowe  Price-Fleming,  adviser  to  our  intemational  funds.  As 
America's  largest  manager  of  no-load  intemational  mutual  fund  assets,  with  access  to  on-site 
research  analysts  worldwide,  Rowe  Price-Fleming  has  the  extensive  resources  needed  to  find 
investments  with  strong  long-term  potential. 

Call  for  a  free  guide.  Our  comprehensive  Worldwide  Investing  guide  discusses  the  factors  you 
should  consider  when  investing  overseas,  including  currency  fluctuations  and  other  special 

risks.  It,  along  with  the  prospectus,  can  also 


SIX  NO-LOAD  OPPORTUNITIES 

Objective: 

Fund: 

Investment  Focus: 

Growth 

Intemational 
Stock 

European 
Stock 

Larger  companies  out- 
side the  U.S. — ranked 
#1  since  its  inception* 

Larger  and  smaller  com- 
panies— Europe  only 

Aggressive 
Growth 

Intemational 
Discovery 

New  Asia 

Smaller,  fast-growing 
companies  outside 
the  U.S. 

larger  and  smaller 
companies — deve  lop- 
ing countries  in  Asia 
and  the  Pacific  Basin 

Income 

Global 

Government 

Bond 

High-quality  foreign 
and  U.S.  Government 
bonds 

Aggressive 
Income 

Intemational 
Bond 

High-quality  corporate 
and  government  bonds 
outside  the  U.S. 

help  you  choose  the  fund(s)  best  suited  to 
meet  your  investment  goals.  $2,500 
minimum  per  fund  ($1,000  for 
IRAs).  No  sales  charges. 

r' 


CaU  24  hours  for  a  free 
WbiU¥ride  Investing  guide 

1-800-541-7882 


T.  Rowe  Price,  100  E.  Pratt  St. 
Baltimore,  MD  21202 
Please  send  me  your  free  guide, 
Worldwide  Investing,  plus  a 
prospectus  with  more  complete 
information,  including  manage- 
ment fees  and  other  charges  and 
expenses,  for  the  fundjs)  indicated.  I  will  read 
the  prospectus  carefully  before  I  invest  or  send  money. 


D  Intemational  Stock 
D  European  Stock 
D  Intemational 
Discovery 


D  New  Asia 

n  Global  Government 

Bond 
D  Intemational  Bond 


Name 


Address 


City/Sute/Zip 


lUMBOUlSe 


Phone      D  Home        D  Business 


Invest  With  Confidence 

TRoweRice 


•According  to  Lipper  Analytical  Services,  Inc. ,  which  monitored  7  international  funds  for  the  period  5/3L/80-6/30/91.  Past  performance  cannot  guarantee  future 
results.  T.  Rowe  Price  Investment  Services,  Inc..  Distributor 
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The  few  blue  whales 

remaining  alive  in  the  world 

are  no  match  for  the  predator 

who  has  carelessly  eliminated 

eight  hundred  species  of  life 

from  the  face  of  the  earth 

in  this  century  alone:  Man. 

Like  every  other  creature  in  the  sea, 

the  blue  whale  requires  clean  water  to  live. 

The  Samsung  Group 

has  designed  and  is  currently  producing 

supertankers  with  a  double-hull, 

double-bottom  construction 

that  prevents  oil  spills. 

The  vessels,  which  are  being  built 

for  major  oil  companies 

in  the  United  States  and  Europe, 

are  proof  that  technology 

can  make  man  a  protector 

instead  of  a  predator. 


SAMSUNG 

Technology  that  works  for  life. 


The  Samsung  Group 

International  Trade,  Electronics.  Electron  Devices.  Electro-Mechanics.  General  Chemicais.  Shipbuilding  &  Heavy 'ndusti  i«. 

Aerospace.  Construction,  Engineering,  Financial  Services.  Food  &  Pharmaceuticals,  Cameras  &  Watches,  Garments  &  Textiles 

C.P.O.  Box  1580.  Seoul.  Korea  Tel;  (02)  724-0394  Fax:  (02)  739-5672 


You  concentrate  on  your  thoughts, 
let  Olympus  take  the  notes. 

When  thoughts  come  faster  than  you  can  remember  them,  pick  up  an  Olympus 
Pearlcorder.  You'll  find  a  recorder  with  clarity  that  leaves  no  margin  for  error. 

The  Olympus  Pearlcorders.  From  the  people  who  invented  the  Microcassette, 
they're  a  very  good  way  to  hear  yourself  think. 

Call  1-800-22 1-3000,  ext.  51  for  a  free  Taping  Tips  brochure.  Or  write 
Olympus  Corporation,  Crossways  Park,  Woodbury,  N  Y  11797-2087. 

OLYMPUS 

Pearlcorder 


MICROCASSCTTe- RECORDERS 


Don'f  get  lost  in  the  shuffle.  Print  your  company  name  on  the  Onyinm  jiwiss  Army 
Knife  and  you  can  rest  assured  it  won't  end  up  crumpled  or  thrown  oway  This  calling 
card  is  guaranteed  to  always  be  close  at  hand.  For  more  information,  send  us  your 
business  cord  or  coll  us  at  /AOO)  243-4032 

In  Connecticut  call  (203)  929-6391. 

Ttie  Forsctiner  Group,  Inc.,  D«pi  I,  151  long  IHlll  Cross  Roods,  Box  674,  Sh«lion,  CT  06484 


THE  BUSINESS  CARD 
THAT  LASTS  FOREVER. 


McCaw  Cellular 

deal  to  sell  2 . 1  million  pops  in  Kansas 
City,  Mo.,  and  in  Kansas.  Such  a  deal 
would  probably  bring  over  S3 50  mil- 
lion. It  also  has  about  SI  billion  left 
on  a  $3  billion  credit  line.  Still, 
McCaw's  debt-to-equity  ratio  re- 
mains so  high  as  to  throw  a  shadow  on 
the  company's  future;  the  company's 
stock,  recently  261/4,  is  still  far  below 
the  S41.50  a  share  that  British  Tele- 
communications paid  for  22%  of  the 
company  in  1989.  Its  junk  bonds 
yield  14.7%  to  maturity'. 

The  debt  load  hurts  McCaw  in 
other  ways  than  in  the  capital  markets. 
Big  automakers,  which  will  soon  be 
wiring  all  luxur\'  cars  for  cellular  and 
offering  phones  as  a  standard  option, 
are  said  to  be  shying  away  from  mak- 
ing service  deals  with  McCaw,  fearing 


Big  money  is  involved. 
Sharon  Armbrust,  cellular 
analyst  at  Paul  Kagan  As- 
sociates, believes  the  price 
for  the  Bay  Area  licenses 
could  top  $300  a  pop. 


it  doesn't  have  staying  power.  Buying 
San  Francisco — and  taking  on  more 
debt — would  likely  hinder  rather  than 
help  McCaw  in  its  strategy  to  win 
national  corporate  accounts. 

Anyhow,  McCaw  doesn't  really 
need  the  San  Francisco  properties. 
Granted,  the  Bay  Area  is  a  critical 
piece  of  the  puzzle  when  it  comes  to 
implementing  McCaw's  national  net- 
work strategy  (Forbes,  Dec.  25, 
1989).  But,  ha\ing  gained  control  of 
Lin  Broadcasting — and  its  critical 
New  York  and  Los  Angeles  markets — 
McC\\w  now  has  the  clout  to  bring 
San  Francisco  into  its  network,  re- 
gardless of  who  ow  ns  It. 

So,  whc^  gets  the  S  million  plus  Bay 
Area  pt)ps.-  Ai  expert  at  bnnkman- 
ship,  NlcCaw  may  be  trying  to  make 
Pac Tel  believe  he's  prepared  to  pay 
dearly  for  the  property — as  he  did 
with  Lin — to  drive  up  the  price.  That 
would  scne  McCaw  in  rvvo  ways:  It 
w  cnild  increase  the  value  of  his  stake  in 
the  enterprise,  netting  him  more  cash 
if"  he  sells.  And  a  high  priced  cellular 
deal  wt)uld  also  be  likely  to  buoy  all 
cellular  prices,  lxx>sting  McCaw's 
stiKk  price  in  the  prtKcss. 

Gentlemen,  load  ycnir  shotguns.!! 
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Ask  any  Falcon  50  operator 
what  his  plane  does  the  best 
and  you  miay  find  him  extra- 
ordinarily hard  to  pin  down. 
The  truth  is,  the  Falcon  50 


y-^      .  .  ,,    .  ,  ,  does  everything 

Doing  It  all  IS  what  the    exceedingly 

Falcon  50  does  best. 


well.  Especially 
when  you  com- 
pare it  to  business  jets  in  the 
same  category.  Or  any  cate- 
gory, for  that  matter. 

It  not  only  flies  short  hops 
with  the  economy  and  short-' 
field  capabilities  of  smaller  busi- 


ness planes,  its  three-engine 
configuration  and  intercon- 
tinental range  allow  it  to  Hy 
anywhere  in  the  world  easily 
and  comfortably. 

And  because  buying  a 
corporate  jet  should  never  be 
an  experiment,  it's  important 
to  know  that  the  Falcon  50 
is  such  a  proven  performer. 
To  quote  one  major  aviation 
magazine:  "Falcons  are  as 
they  arc  because  of  a  corporate 
commitment  at  Dassault  to 
build  the  best." 


When  you  pin  it  down,  it's 
abundantly  clear  that  the 
Falcon  50  is  the  most  versatile 
business  jet  flying,  and  every- 
thing is  the  one  thing  it  docs 
better  than  anything  else. 

For  more  information,  or 
to  request  a  demonstration 
night,  call  201-967-2746. 


FalconJet 

Tet»rOoro.  A*ew  Jersey  07S08 


Why  your  n 

should  be 

Graphical  computing  is  the  way  the  world  is  going. 

The  editorials  agree.  The  industry  pundits  agree. 
Even  our  competitors'  ads  agree. 

The  kind  of  computing  Apple  Macintosh^  personal 
computers  first  made  popular  back  in  1984  is  the  way  a 
computer  should  work. 

But  with  a  head  start  of  several  years,  a  long  history 
of  innovation  and  an  architecture  optimized  for  graphical 
computing  from  the  very  beginning,  Macintosh  remains 
the  definitive  form  of  graphical  computing. 

And  now,  with  new  Macintosh  versions  of  some  of 
the  most  popular  DOS  programs,  you  can  have  all  the 
benefits  of  a  Macintosh  without  sacrificing  any  of  your 
investment  in  MS-DOS  PCs,  applications  and  data. 

Take  Lotus  1-2-5  for  Macintosh.  It's  a  whole  new  kind 
of  Lotus  1-2-3  created  expressly  for  Macintosh.The  editor 
of  the  industry  nemkM  Sojtletter  calls  it  notliing  short 
of  "a  design  triumph'.' 

It  has  the  power  you  expect  from  the  world's  most 
popular  spreadsheet.  Plus  exciting  new  features  like  the 
flexibilit)'  to  directly  nicUiipulate  datii,  text  and  graphics 
all  in  the  same  file.  And  a  new  level  of  chiU'ting,  graphing 
and  drawing  capabilit)'  that's  unique  to  Mcicintosh.  (And 
its  fully  c()inj)atible  with  all  other  versions  of  1-2-3.) 

Or  consider  the  new  WordPerfect  for  Macintosh.  Its 
compact,  ecisy-t()-underst:uid  menus  :uid  streamlined 
dialog  boxes  give  you  eisy  ciccess  to  all  the  featuivs  you're 
used  to  from  the  leading  word  processor,  along  w  ith 
some  exciting  new  capabilities  added  just  for  Macintosii. 

Forexiunple,  a  graphics  and  drawing  package  is  buili 

For  more  information  about  Lotus  1-2-3,  call  HOOTRADEVP,  ext.  y.  m  About  FaxRViE^/Mac.  call  800-Hr-Fm2.  Abtmt  VortiPerfect.  c 


DOS  computer 

*  tosn. 

right  into  the  program.  Wliich  means  graphic  images, 
charts  and  sidebars  can  be  added  and  edited  without 
any  reformatting  hassles. 

There's  also  the  powerful  new  FoxBASE+Alac, 
which  is  up  to  10  times  faster  than  most  other  database 
packages.  It  takes  full  advanti^e  of  tlie  graphic,  inaiiti\'e 
Macintosh  wa\'  of  working,  and  allows  Macintosh  and 
DOS  users  to  access  the  same  data  simultaneously.  .\nd 
it  can  read  dBASE  files,  too. 

There's  even  Novell  NetWare  for  Macintosh,  which 
connects  Mac  into  the  most  popular  PC  networking 
software  in  the  world  toda\'.  It  lets  \ou  Lake  advantage  of 
tlie  networking  capabilities  built  into  even'  Macintosh 
personal  computer  to  integrate  witli  \1rtuall\'  an\'  otlier 
operating  s\'stem:  MS-DOS.  Viindows,  OS/2  and  even 
L^IX  and  SNA  environments. 

All  these  programs  take  ad\'cmti^e  of  the  built-in 
Apple  SuperDrive"  disk  drive  to  let  you  easily  exchiuige 
information  between  your  MS-DOS  PCs  and  Macintosh 
computers  on  a  stiuidard  3/-"  floppy  disk. 

Like  all  Macintosh  programs,  tlie\'  let  \ou  copy  work 
you've  done  from  one  cUid  paste  it  into  iuiotlier.  so  tlieir 
combined  power  is  even  greater 

For  more  iiiformation  on  all  tliese  programs,  see 
the  phone  numbers  listed  below:  Or  \isit  the  autliorized 
Apple  reseller  nearest  you. 

\'ou'll  discover  tliat  Nkicintosh  may  be  the  most  pow- 
erful, flexible,  afford:ible  DOS  computer  \ou     _  /. 
aui  bu\-  today.  The  computer  witli  tlie  |X)wer 
you  reall\'  WcUit.The  power  to  be  your  best 

800526-7820.  About  NetWare,  call  800  NETWARE.  For  the  name  of  the  authorized  .Apple  reseller  near  you.  call  800  538-9696,  ext.  825 
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Among  America's  amusement  park  operators, 
Sandusky,  Ohio's  Cedar  Fair  is  far  smaller  than  Disney 
and,  dollar  for  dollar,  much  more  profitable. 


''Terror  with 
a  smile" 


By  Lisa  Gubernick 

In  looks  and  manner,  Puchard  Kin- 
zel  is  in  sharp  contrast  with  the  sounds 
coming  from  outside  his  office  win- 
dows. Kinzel  is  upright,  plain-spoken, 
has  a  firm  handshake,  wears  a  drip-dr)' 
short-sleeved  shirt.  The  sounds  out- 
side are  peals  of  laughter,  punctuated 
by  terrified  screams. 

Kinzel's  office  overlooks  the 
Scrambler,  an  old-fashioned  amuse- 
ment park  ride  that  spins  and  gyrates 
and  plays  havoc  with  the  rider's  equi- 
librium. The  Scrambler  is  one  of  54 
rides  owned  and  operated  at  the  Ce- 
dar Point  amusement  center  by  Cedar 
Fair,  L.P.,  of  Sandusky,  Ohio,  of 
which  Kinzel  is  chief  executive. 

Cedar  Point  is  open  just  123  days  a 
year,  from  May  to  September.  But  in 
that  short  season  over  3  million  visi- 
tors pass  through  the  gates  of  the  85- 
year-old  amusement  park,  which  is 
situated  on  365  acres  abutting  Lake 
Erie,  between  Toledo  and  Cleveland. 

Cedar  Point  is  less  expensive  than 
Walt  Disney  World.  Admission  costs 
$21.95  for  adults,  $11.95  for  kids 
under  48  inclies  tall.  Disney  World, 
admission  $34.85  for  adults,  isn't  that 
much  more  expensive,  but  a  fiimily  of 
four  can  stay  in  C'edar  Fair's  400 
room  Victorian  Hotel  Breakers  for 
about  $100  a  night.  And  most  of 
Cedar  Point's  visitors  come  by  car, 
further  keeping  down  the  cost  of  a 
visit  to  (-edar  Point  by  several  inm 
dred  dollars. 

The  park's  roots  date  to  1905, 
when  a  real  estate  de\eloper  named 
Cicorge  Arthur  Boeckling  opened  the 
Breakers  as  a  grand  lakefront  resort 
hotel.  To  draw  more  custc^mers, 
Boeckling  opened  the  amusement 
park  a  year  later,  l^arly  guests  included 
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John  D.  Rockefeller  and  Annie  Oak- 
ley. In  1913  legendary  football  coach 
Knute  Rockne  worked  at  Cedar  Point 
as  a  lifeguard  and  perfected  his  for- 
ward pass  on  the  hotel's  front  lawn 
during  his  time  ofif. 

During  the  1930s  and  1940s  the 
park  faded.  In  the  1970s  Quaker 
Oats,  Taft:  Broadcasting,  mca  Inc.  and 
Marriott  Corp.  made  passes  at  the 
company  but  were  rebuflfed. 

In  1981  Britain's  Pearson,  Pic, 
owner  of  London's  Financial  Times 
and  Madame  Tussaud's  Wax  Muse- 
um, entered  the  picture.  Pearson 
joined  with  investment  bank  Lazard 
Freres  and  the  executives  of  Cedar 
Fair  in  a  $149  million  leveraged 
buyout  of  the  company.  It  was  a  great 
investment. 

Cedar  Fair,  which  also  operates  a 
smaller  amusement  park  near  Minne- 
apolis, has  been  a  smashing  success.  In 
1987  the  partners  took  Cedar  Fair 
public  again  as  a  master  limited  part- 
nership. The  Pearson  group  reaped  a 
$130  million  cash  profit  and  held  on 
to  25%  of  the  equit)'.  Today  that 
equity  stake  is  worth  about  $80  mil- 
lion, bringing  the  Pearson  group's 
total  gain  to  more  than  $200  million. 

And  the  public  investors  did  well, 
too.  C\'dar  Fair's  New  York  Stock 
Kxchange  traded  partnership  units 
recently  traded  at  1678,  well  above  the 
initial  price  of  $10.  (Cedar  Fair  cur- 
rentlv  vields  )^.7%).  In  the  last  12 
months  through  June — the  part- 
ners received  $31  million  in  distribu- 
tions, almost  the  entire  net  profit;  as  a 
partnership  Cedar  l\iir  pavs  no  federal 
income  taxes. 

Much  of  this  success  is  the  work  o\ 
Richard  Kin/el,  who  had  been  run 


ning  Cedar  Fair's  Minnesota  park 
w  hen  the  Pearson  group  brought  him 
back  to  Sandusky  to  manage  the 
whole  company  in  1986.  He  knew  the 
business  well.  A  tavern  keeper's  son 
and  college  dropout  w  ho  had  put  in  a 
few  years  in  ttxxl  ci^ncessions  at  Can- 
teen Cor|'».  of  America,  Kinzel  hired 
on  at  Cedar  Point  in  1972  as  a  fixxi 
super\isor. 

Under  Kinzel's  inspired  manage- 
ment. Cedar  Fair  has  increased  its 
profit  margins  xo  a  recent  29%,  about 
twice  that  i>f  Disnev's  14%.  In  the  last 
12  months  the  Cedar  Fair  company 
gri>ssed  SI 32  million  from  Cedar 
l\^int  M\<\  from  the  smaller  WilleN-fair, 
outside  Minneapolis. 

Forbes  ■  September  2.  1  ^^  1 


Cedar  Fair  Chief 
Executive  Richard 
Kinzel  (front  car) 
on  Mean  Streak 
To  keep  his 
midwestem 
customers 
coming  back, 
Kinzel  keeps 
the  grounds 
spotless  and 
continues  to  add 
new  rides. 


A  key  to  Cedar  Fair's  profitability  is 
cost  containment.  Whenever  possi- 
ble, Kinzel  expands  the  park  without 
expanding  management.  Last  year, 
for  example,  he  opened  up  a  96-suite 
family-oriented  hotel  without  adding 
any  additional  full-time  managers. 
Responsibility  for  running  the  new 
hotel  was  vested  in  Joseph  von  der 
Weis,  who  was  alieady  responsible  for 
accommodation? . 

Because  it  is  open  only  a  third  of  the 
year.  Cedar  Point  is  staffed  mainly  by 
college  students,  at  around  $5  to  $6 
an  hour.  The  year-round  manage- 
ment staff  numbers  just  60. 

To  keep  his  mostly  midwestern  cus- 
tomers coming  back,  Kinzel  keeps  the 


grounds  spotless  and  adds  new  rides. 
In  1989  he  built,  at  a  cost  of  $8 
million,  a  205-foot-high  roller  coast- 
er called  Magnum.  This  year  he  added 
Mean  Streak,  a  hair-raising  160-foot 
wood -framed  coaster,  the  highest  of 
its  kind  in  the  world.  Here  again  the 
cost  was  modest:  $7.5  million,  versus 
the  roughly  $40  million  Disney  might 
spend  for  a  new  thrill  ride. 

What's  next?  Kinzel  says  he  might 
be  interested  in  using  some  of  Cedar 
Pair's  $44  million  a  year  of  cash  flow 
(along  with  a  bit  of  additional  debt  or 
equity)  to  buy  another  amusement 
park,  if  one  becomes  available. 

Two  years  ago,  during  a  meeting  of 
Cedar  Fair's  board  of  directors,  Kin- 


zel treated  the  group  to  the  inaugural 
ride  on  Magnum.  Kinzel  sat  in  the 
front  car.  When  the  car  was  at  the  top 
of  the  first  peak,  the  ride  came  to  a 
dead  halt.  Kinzel  turned  back  to  his 
white  faced  directors  and  asked, 
"Now  can  we  discuss  next  year's  em- 
ployee bonuses?" 

More  recently,  he  invited  a  reporter 
to  join  him  on  a  harrowing  three 
minute,  75mph  spin  on  Magnum. 

"How  did  you  like  it?"  asked  Kin- 
zel w  hen  the  ride  w  as  over. 

"Great,"  replied  the  reporter,  still 
catching  her  breath. 

"That's  what  we  aim  for,"  Kinzel 
shot  back  with  a  satisfied  grin.  "Ter- 
ror wath  a  smile."  ^M 
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Doing 

Business  witli 
Confucius. 


It's   a  well-known   fact:  some 
Asian    countries    are    annong    the 
__^___^^^    world's  leading  econ- 
he  success  omies. 

if  the  Confucian  Looking     closer 

ihilosophy  at  the  causes,  one 

1  the  computer      of    the    first    things 
ige.  that  springs  to  mind 

^"~'^~^~~  are  the  teachings  of 
Confucius,  dating  from  over  2,500 
years  ago  -  a  school  of  thought 
which  laid  the  groundwork  for 
an  unusually  favorable  economic 
environment. 


The  foundation  for  success  has 
been  built  on  an  uncompromising 
recognition  of  competence,  the 
importance  of  getting  a  good  edu- 
cation, and  especially  the  indi- 
vidual's profound  feeling  of  being 
at  one  with  both  society  and 
his  employer. 

It  goes  without  saying  that 
such  strengths,  which  have  evolved 
over  generations,  also  involve 
duties.  For  in  order  to  sustain  the 
climate  of  harmony,  each  individual 
is  expected  to  comply  with  various, 


and  at  times  subtle,  rules  of  behavior  fee,' 

To    take    an    example:    those 
much-beloved      and      protractedp 
business  dinners  are  not  designed 
primarily  as  a  medium  for  business 
negotiations. 

But  by  fostering  a  state  of  har- 
mony and  creating  the  correct 
atmosphere,  they  do  help  one 
successfully  conduct  business. 

If  in  the  course  of  negotiations 
you  are  confronted  with  a  situation  ( 
where   you   could    in   some   way  'il*a' 
cause  your  counterpart  to  "lose  <ave 


liiralic 
bel 
rxse 


v<ilM 
I'  ueni 
i'lave 
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ace,"  you  should  refrain  from  per- 
isting  even  if  you  are  clearly  in  the 
ght.  You  can  expect  this  demon- 
tration  of  good  will  to  be  met  with 
jrateful  recognition,  even  if  none  of 
hose  present  openly  show  it. 

By  behaving  in  this  way,  you 
vill  have  by  no  means  lost  in- 
luence.  On  the  contrary,  you  will 
"lave  shown  that  you  have  taken 
0  heart  the  most  important  rule 
Df  conduct:  in  a  dignified  manner, 
always  permit  your  counterpart  to 
ave  face.  And  by  doing  so,  you  will 


also    further   your   own    interests. 

Business  in  Asia  requires  pa- 
tience and  time.  But  once  accept- 
ed, you'll  always  be  accepted. 

Dresdner  Bank  has  been  an 
active  and  respected  member  of 
the  Asian  business  scene  for  many 
years  now,  with  nearly  five  hundred 
committed  professionals  -  both 
western  and  eastern  -  serving 
customers  with  their  experience 
and  expertise. 

Our  customers  know  they 
can  rely  on  us  to  help  bring  their 


interests    into    harmony   with    the 
various    Asian    mar-    


kets,    each    with    its     Striving  for 
own  particular  local     harmony  as  a 
business  customs.       formula  for 

And    yet,    every     competitive 
day    even    we    still     success, 
learn  something  new.    ^^~'"~^"" 

That  is  how  it  should  be.  For,  in 
the  words  of  a  Chinese  proverb, 
continually  striving  to  secure  long- 
term  success  is  more  important 
than  "quickly  plucking  a  feather 
from  a  passing  goose." 


Dresdner  Bank 
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Can  an  Algerian-born  Frenchnnan  sell  retro  American 
clothing  to  trendy  Americans?  Groupe  Chevignon's 
young  founder,  Guy  Azoulay,  insists  he  can. 

The  big  money  in 
bomber  jackets 


By  Katherine  Weisman 


Chevignon  founder  Guy  Azoulay 

"America  is  a  deiicate  marlcet,  but  one  we  must  malte  work." 


It  must  Kii.i.  France's  cultural  com- 
missars to  know  that  one  of  the  hot- 
test shops  along  Paris'  fashionable  rue 
Etienne  Marcel,  otf'the  Place  des  Vic- 
toires,  is  (-hevignon's  Trading  Post. 
Outfitted  like  an  old-fashioned  Amer- 
ican general  store — the  floors  are  re- 
finished  railway  ties,  and  old  tin  ads 
for  soft  drinks  are  tacked  to  the 
walls — the  7,500  square  foot  shop 
features  Santa  He  style  furniture  (a 
dining  table  for  $2,000),  patchwork 
quilts  ($500  and  up)  and  vintage 
Hawaiian  shirts  ($70). 

But  the  fastest- moving  merchan 
disc  in  the  crowded  three  stor\'  shop 
is  Chevignon's  trademark  collecticMi 
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of  retro-st)'le  American  clothing. 
Baseball  caps  sell  for  $27,  wool-and- 
leather  high  school  letter  jackets  go 
for  $350,  and  blue  jeans  fetch  $70. 
Glass  cabinets,  filled  with  watches, 
leather  notebooks  and  cowboy-st\'lc 
belts  round  out  (Chevignon's  carefully 
crafted  Mities  look. 

Parisians,  who  have  long  had  a  lovc- 
hate  relationship  with  American  cul 
ture,  love  the  C  hevignon  look.  Ac 
cording  to  the  French  subsidiar>'  of 
U.S.  advertising  agency  Foote  Cone 
Relding,  the  Chevignon  brand  now 
ranks  second,  behind  Lcnt's,  as  the 
most    popular    name    in    sportswear 
among  young  people  in  l-rance.  I^ist 


year  privately  held  Groupe  Chevi- 
gnon, which  operates  15  stores  and 
sells  its  goods  in  French  department 
stores  and  some  1,300  French  bou- 
tiques, earned  S6.5  million  on  reve- 
nues of  $104  million. 

Change  the  scene  to  Manhattan's 
Fifth  Avenue  at  16th  Street,  however, 
and  it's  a  different  story.  Chevignon's 
elegantly  appointed  U.S.  store, 
opened  last  September,  is  all  but  emp- 
ty of  shoppers.  Signs  in  the  windows 
announce  25%  to  80%  off  all  merchan- 
dise. By  summer's  end,  Chevignon 
will  be  histor\'  here. 

"America  is  a  delicate  market,"  says 
Chevignon's  energetic  founder  and 
sole  owner,  33-year-old  Guy  Azou- 
lay, "but  one  we  must  make  work." 

Born  in  Algeria,  Azoulay  moved  to 
Paris  when  he  wis  4.  He  dropped  out 
of  high  school  when  he  was  16  and 
spent  the  next  five  years  doing  odd 
jobs  and  waiting  tables  in  trendy  cafes 
where,  he  says,  he  obser\'ed  "all  the 
crazy  people  in  Paris." 

Azoulay  noted  that  his  trendicst 
customers  dressed  in  whatever  was 
fashionable  in  America.  So  in  1977 
Azoulay,  then  20,  stopped  waiting 
tables  and  began  making  clothes.  Us- 
ing his  savings,  he  bought  some  100 
second-hand  leather  coats  made  for 
the  Swedish  army.  He  cut  them  down 
into  jackets  that  looked  something 
like  Marlon  Brando  might  have  worn 
in  The  Wild  One,  and  hawked  them  to 
Paris  boutiques.  The  jackets  quickly 
sold  out,  netting  him  around  $7,000. 

Thus  capitalized,  Azoulay  began  to 
design  and  manufacture  his  own  line 
of  leather  jackets.  Fortuitously,  he  was 
dating  a  girl  w hose  tather  was  in  the 
leather  trade.  He  taught  Azoulay  how- 
to  cut,  stitch  and  stvle  leather. 

In  1981  Azoulay  brought  out  a 
collection  of  "distressed,"  or  wom- 
looking,  leather  bomber  jackets.  He 
created  an  imaginary  .\merican  World 
War  II  tighter  pilot  and  named  him 
after  a  colleague  with  a  ver\  French 
name,  Charles  Chevignon,  the  name 
Azoulay 's  company  would  also  take. 

rhat  same  year,  A/oulay  opened 
his  first  Chevignon  store,  which  he 
decorated  with  Fifties  brie -a  brae  and 
ct>w  boy  gear,  further  emphasizing  the 
American  connection. 

The  bt^nber  jackets  were  a  wild 
success,  but  .A/oulaN  kept  moving 
ahead.  "I  realized  that  w  hat  I  did  with 
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ONE  OF  THE  BIGGEST  THINGS  WE  EVER  ACCOMPLISHED 

WAS  BECOMING  THIS  SMALL. 


Il 
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BP's  Endicott  Field  in  Alaska's  Beaufort  Sea.  Two  tiny, 

o 

man-made  islands,  less  than  60  acres  in  all.  Small,  yet 
so  efficient,  it  produces  over  100,000  barrels  of  oil  every 
day.  In  fact,  what  we've  learned  at  Endicott  will  help  us 
make  every  field  of  the  future  smaller,  more  efficient. 
Which  may  just  make  Endicott  our  biggest  success  story 
yet.  For  more  information,  write:  BP,  Public  Affairs, 
200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


TTie  Energy  To  Change 
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jackets  could  be  transported  to  any 
part  of  the  body,"  he  says.  Using 
manufacturing  sources  in  Korea  and 
elsewhere,  Azoulay  brought  out 
jeans,  T  shirts  and  baseball  jackets — 
everything  a  young  Frenchman  need- 
ed to  complete  the  Fifties  look. 

By  1988  Azoulay  was  selling  his 
apparel  goods,  directly  and  through 
franchises  and  licenses,  in  more  than 
20  countries,  including  England, 
Spain  and  Japan.  But  while  a  few  U.S. 
specialty  stores  bought  Chevignon's 
goods,  Azoulay  had  never  made  a 
concerted  effort  to  sell  his  apparel  in 
the  U.S. 

Irresistibly,  Azoulay  was  drawn  to 
the  American  market  itself — where  he 
made  a  series  of  costly  mistakes. 

Having  worked  with  U.S.  sales 
agents — and  having  previously 
flopped  with  a  New  York  shop — ^in 
1989  Azoulay  licensed  the  U.S.  rights 
to  Chevignon's  designs  and  name  to 
the  U.S.  subsidiary  of  a  small  Korean 
firm,  Shinhan  Group,  which  took  the 
license  for  Korea.  Shinhan  also  holds 
Korean  licenses  to  market  and  distrib- 
ute Polo/Ralph  Lauren,  Daniel 
Hechter  and  Benetton  brands.  Shin- 
han, however,  had  no  experience  sell- 


Synthesized  Americana 
Baseball  caps  for  $27. 


ing  apparel  in  the  U.S. 

Talk  about  a  multicultural  experi- 
ence. Azoulay 's  licensing  agreement 
meant  that  an  inexperienced  Korean 
firm  was  going  to  sell  a  French  version 
of  American  clothes  to  Americans. 

Rather  than  first  attempt  to  build 
brand  recognition  by  distributing 
through  department  stores  and  spe- 
cialty retailers,  Shinhan  decided  to 


immediately  open  its  own  retail  out- 
lets— the  original  plan  called  for  as 
many  as  ten  stores  in  the  first  year.  The 
French/Korean  venture  targeted  the 
younger  set.  But  its  prices — S600  for 
some  leather  coats,  S60  to  575  for 
jeans — were  aimed  at  their  parents. 
On  top  of  that,  Shinhan  laid  out 
about  $1.5  million  for  marketing,  a 
bit  modest  for  launching  a  new  appar- 
el name.  Customers  didn't  exacdy 
come  running. 

Last  February,  after  trading  bitter 
accusations  as  to  who  was  at  fault  for 
the  store's  failure,  Shinhan  and  Che- 
vignon  severed  their  agreement. 

Azoulay,  whose  European  business 
remains  healthy,  hasn't  given  up  on 
the  U.S.  market  and  vows  he'll  soon 
try  again.  Next  time  his  model  is  likely 
to  be  Ralph  Larren,  who  has  succeed- 
ed brilliandy  at  selling  an  English 
countn'  gentieman's  look  to  Ameri- 
cans. Lauren  first  marketed  his  Polo 
line  through  select  department  stores 
and  specialty  retailers  before  opening 
his  own  stores;  Azoulay  hopes  to  find 
a  U.S.  partner  to  help  him  do  the 
same.  "If  Polo  can  make  good  busi- 
ness in  America,"  says  Azoulay,  "I 
don't  understand  whv  we  can't."  ^M 


7A8pm.  The  Regent  of  Sydney. 
Housekeeping  supply  a  new  zipper  to  Room  #1 705, 
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"Pension  money  should  not  be  viewed  as  company    ^fej 
*  money  It's  employee  money  It's  for  their  retirement. 
That's  why  we  safeguard  it  with  CBOT  Treasury 


futures,  for  insurance  against  volatile  interest  rates? 


Smcn  d  Beilio 

Ve.  Chief  FmBciii  Officer 

arCOfkolninCoipL 


"Predicting  interest  rate  fluctuation  is  a  guessing  game."  says  Berlin.  **.\nd  you  don't  play  games  with 
employee  pension  moneyr  It's  a  game  that  CITGO,  one  ot  the  country's  top  wholesale  oil  marketers  and 
refiners,  feels  has  more  risks  than  rewards.  ''Steady,  long-term  returns  are  much  more  imfK>rtant  to  usr 
Berlin  states.  "\^e  don't  like  to  sp)eculater 

CBOT  T-Bond  and  T-Note  futures  provide  CITGO  p)erformance  and  pmfit  predictability  **Hedging  help 
us  sleep  at  night,**  adds  Berlin.  "\^e  can  tell  our  employees,  *V)ur  money  is  safe.'" 

If  you're  fighting  interest  rate  fluctuation,  find  out  more  about  ^^    f^hir^arv^  R/v^rH  ofTr^viP 

CBOT  Treasury  futures.  For  literature,  call  l-800-THE-CBOT,ext.  6003,   ^    V^l  lR.<jyu  DUcJi  U  Ui  1 1  avjc 
or  call  1-312-435-3558,  ext.  6003. 
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A  major  auto  industry  grows  in  Mexico.  Which  is  good 
for  the  U.S.,  but  not  necessarily  for  Detroiters. 

^We  do  what 
Mexicans  do" 


By  Jerry  Flint 

While  the  auto  business  flags  in  the 
U.S.,  it  is  booming  in  Mexico.  Do- 
mestic sales  there  have  doubled  in  the 
last  three  years,  and  so  has  the  number 
of  cars  produced  for  export,  mosdy  to 
the  U.S.  And  guess  what?  Honda  and 
Toyota  aren't  the  winners.  They 
don't  sell  in  Mexico.  The  winners  are 
Ford,  General  Motors  and  Chrysler, 
plus  Volkswagen  and  Nissan. 


A  new  Ford  Taurus  costs  around 
$25,000  in  Mexico,  about  50%  more 
than  in  the  U.S.  Yet  Mexicans  will  buy 
650,000  new  cars  and  trucks  this  year, 
against  550,000  last  year.  But  there 
are  still  only  66  cars  for  every  1 ,000 
people  in  Mexico,  versus  500  cars  for 
every  1,000  people  in  the  U.S.  Clos- 
ing that  gap  to,  say,  120  cars  per 
1,000  people  would  bring  the  Mexi- 


can car  market  to  1  million  sales. 

Thanks  to  protection  against  out- 
siders, the  companies  that  have  in- 
vested in  Mexico  are  making  good 
money  even  on  their  relatively  low 
volumes. 

But  Mexico  offers  more  than  a 
good  market.  It  is  an  increasingly 
favorable  place  to  build  cars  and  parts. 
With  its  hardworking  people  and  low 
wages,  Mexico  is  becoming  a  key 
piece  in  Detroit's  entire  effort  to  be- 
come profitable  again. 

Of  the  nearly  1  million  vehicles 
currently  being  produced  in  Mexico, 
close  to  400,000  finished  cars  are  for 
export,  mosdy  to  the  U.S.  and  Cana- 
da. These  include  Mercury  Tracers, 
Dodge  Shadow  convertibles,  Buick 
Centurys,  Volkswagen  Golfs,  plus 
millions  of  radios,  engines  and  other 
parts.  Total  value:  S7  billion  shipped 
to  the  U.S.  last  year.  The  volume  is 
likely  to  grow,  particularly  with  the 
ft-ee-trade  rules  being  drawn  up  now. 

Volkswagen  is  creating  an  export- 
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Chuck  Almquist,  manager  ot  GM's  Rimir  maquiladon  plant  at  Matamoros 

"This  is  a  $100  million  investment.  We're  not  talking  about  15  sewing  machines. 
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Researchers  at 

Auburn  University. 

led  by  Dr  Dale 

HufTman.  developed  a 

91  percent  fat- free 

hamburger— the 

leanest  burner  you  can 

get  without  losing 

Qavor  and  juiciness.  It's 

part  of  a  whole  line  of 

leaner,  healthier  foods 

being  developed  at 

Auburn. 


It  may  surprise  you  that  it 
could  lake  four  years  of 
study  to  prepare  us  to  work 
for  McDonald's.  Unless,  of 
course,  you've  heard  about 
our  revolutionary  new 
product.  Because  Auburn 


researchers  have  developed  a  product  you  can  sink  your 
teeth  into-a  new  low-fat  hamburger  It's  the  leanest 

burger  you  can  buy  without  — 

giving  up  all  the  flavor. 


their  national  headquarters  here.  Faculty  research  in 
magnetic  information  systems  supports  their  work 
in  developing  non-corroding  magnetic 
tape,  miniaturized  systems  for  school 
language  labs,  and  extensive  library 
information  systems. 

Alabama  researchers  also  developed  a 
new  manufacturing  system  for  General  Motors,  saving 
one  plant  $  3.2  million  in  operating  costs  in  eight  months' 
^ time.  General  Motors 


And  now  McDonald's  is 
serving  it  up  as  a  hot 
new  product. 

The  McLean  is  just 
one  success  story 
resulting  from  the 
close  partnership 
between  research  and 


eyre 


AndTh 
Flipping  Ov 
Our  V(hrk. 


responded  by  establish- 
ing a  new  plant  here 
to  manufacture 
automotive  cooling 
^^^1^  systems  for  the 

Saturn  and  the  new 
Caprice.  This  in  turn 
created  enough  new 
jobs  to  double  the 


industry  in  Alabama.  Our  universities  and  research  centers 
have  a  long  history  of  working  with  industry,  developing 
innovative  products  and  services. 

The  research  support  provided  by  the  University  of 
Alabama  helped  A  persuade  JVC  America  to  establish 


IT    IT     rr    TT    TT 


number  of  GM  employees  in  the  area. 

With  all  the  years  of  study  researchers  in  Alabama  have 
invested,  they're  well  prepared  to  work  lor  an  auto  plant, 
a  fast-ftx)d  restaurant,  or  a  high-tech  manufacturer  Offering 
their  expertise  in  disciplines  from  agriculture  to  electronics 
to  medicine.  Developing prcxiucis and  ser\'ices  that  improve 
the  way  people  live-and  keep  profits  sizzling.  If  your 
company  thrives  on  research,  chances  are.  Alabama 
expertise  can  ser\e 
you  well. 
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Mexican  auto 


Mexico's 
auto  industry 


Five  companies  share  Mexico's  car/trucit  growtli.  Old  plants 
ring  Mexico  City,  while  new  factories  and  maquiladora 
parts  plants  are  sited  in  the  north  and  along  the  border. 


oriented  production  base  in  Puebla, 
two  hours  outside  Mexico  City,  in  the 
shadow  of  the  smoking  Popocatepetl 
volcano.  This  year  vw  will  send 
400,000  engines  and  200,000  axle 
sets  back  to  Germany;  from  the  fall  of 
1992  every  vw  Golf  and  Jctta  sold  in 
the  U.S.  and  C'anada  will  come  from 
Puebla.  "For  the  first  time  in  our  life, 
wcVe  in  sight  of  real  economies  of 
scale,  and  for  our  suppliers,  too,"  says 
Martin  Joscphi,  chairman  of  vw  dc 
Mexico. 

Ford  is  spending  $700  million  to 
upgrade — and  build  new  small  en- 
gines at — its  ('hihuahua  cngiiu-  plant, 
which  exported  270,000  engiiKs  last 
year.  Nissan  has  proposed  spending 
$1  billion  on  parts  producing  plants 
and  a  new  assembly  plant  in  Mexico. 
Mercedes  plans  to  assemble  cars  in 
Mexico  and,  if  that  works  well,  mavbe 
L'xport  them  to  the  L'.S.  VVhy.>  Re 
:ause  those  Japanese  luxur)'  cars  arc 
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killing  Mercedes  on  price. 

That  Mercedes  is  interested  in 
Mexico  says  something  about  the 
countr\''s  manufacturing  qualit)\  Last 
year  a  Massachusetts  Institute  of 
Technology'  study  group  called 
Ford's  plant  in  Hermosillo  better 
than  the  best  plants  in  Japan.  (The 
plant  makes  Ford  Escort  station  wag 
ons  and  Mercurv'  Tracers  for  export 
only.)  t;\rs  chairman,  Robert  Stem- 
pel,  says  his  engine  plant  in  Mexico  is 
his  best  worldwide,  and  his  car  plant  at 
R.imos  Arizpe  is  getting  one  discrep- 
ancy per  c^ — "pretty  top  drawer  for 
anybody." 

"They  [the  foreign  companies  1  are 
all  over  us  on  quality',"  says  an  execu 
live  from  Grupo  Summa,  a  major 
Mexican  auto  parts  producer.  "If  we 
don't  get  QI,  we  won't  get  the  busi 
ness  No  Pentastar,  we  lose  Chr\'slcr. 
But  iliat's  all  to  the  good."  This 
businessman    expects    to    triple    his 


SlOO-million-a-year  business  in  three 
to  five  years. 

Mexico's  basic  attraction  is,  of 
course,  its  huge  reser\es  of  low-cost 
labor.  In  the  U.S.  wages  and  benefits 
run  past  S30  an  hour  for  automakers. 
In  Spain  the  figure  is  $16  an  hour.  In 
Mexico  it's  $1.55  an  hour  on  the 
border  and  around  $5.50  in  Mexico 
Cir\'.  That's  for  American  companies. 
Mexican  owned  partsmakers  may  not 
be  nearly  as  generous.  In  the  Mexico 
Git\  area,  i'or  instance,  the  minimum 
w  age  is  $4  a  da\'. 

C^kay,  w  ages  arc  low,  but  how's  the 
productivity.- 

.\t  Ghr>sler's  plant  at  Toluca, 
4,000  prixluction  workers  turn  t>ut 
30  automobiles  ^\^  hour.  In  a  t^pical 
L\S.  plant,  2,400  workers  would  roll 
60  an  hour.  So  the  U.S  plant  is  three 
and  a  half  times  more  prtxiuctive.  Rut 
l\S.  wtirkers  are  at  least  ten  times 
more  expensne  than  their  Mexican 
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Businesses  are  looking  at  The  Banli 
of  New  York  in  a  whole  new  way.     <i 


Every  day  more  and  more  people  are  recognizing  Tl 
Bank  of  New  York  as  a  major  force  in  international  banking 
We  have  combined  our  expertise  in  all  areas  of  inter- 
national finance  with  state-of-the-art  electronic  capabil- 
ities and  a  worldwide  network  of  offices,  to  become  a  majoi 
force  in  the  international  financial  field.  We  do  business  in  over  120 
countries  and  have  offices  in  all  the  major  money  market  and  trading 
centers  around  the  globe. 

We're  one  of  the  top  four  U.S.  banks  in  worldwide  funds  move- 
ment, trade  finance  and  related  documentary  services.  And 
we're  recognized  in  engineering  complex 
corporate  finance  transactions  in  developing  countries. 

So,  for  coordinated  solutions  to  your  international  banking  needs, 
consider  The  Bank  of  New  York.  We're  a  major  force  in  international 
banking. . .  no  matter  how  you  look  at  us. 


B.\NKOF 
NEW 
YORIv 
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Mexican  auto 


Pulling  bumper 
fronts  at  Rimir 
It's  no  surprise 
that  Mexican 
workers  are 
cheap  by  U.S. 
standards.  The 
big  surprise 
is  the  quality  of 
their  work. 


counterparts;  net,  the  advantage 
swings  to  Mexico — and  will  continue 
to  do  so  as  new  investment  lifts  Mexi- 
can productivity'. 

Not  surprisingly,  the  United  Auto 
Workers  union  is  resisting  the  pro- 
posed U.S./Mexico  free-trade  agree- 
ment. But  Martin  Joscphi,  head  ofvw 
in  Mexico,  points  out:  "If  the  Ameri- 
can companies  don't  .  .  .  shift  to 
Mexico  and  get  lower  costs,  they'll 
close  the  plants  and  lose  the  jobs 
anyway." 

In  one  sense  the  Mexican  plants 
may  be  saving  some  U.S.  jobs,  gm 
(-hairman  Stempel  points  to  GM's 
Dcltronicos  maqttiladora — foreign 
parts,  Mexican  assembly — plant  in 
Matamoros,  where  4,000  workers  as- 
semble 3  million  car  radios  a  year. 
Ihis  is  no  sweatshop  operation.  The 
plant  is  clean,  air  conditioned  and 
filled  with  electronic  equipment,  even 
a  laser  etcher.  Its  workers,  mostly 
women  in  their  early  20s,  are  better 
dressed  at  work  than  are  people  on  the 
streets  of  Matamoros. 

The  plant's  radios  are  shipped  to 
the  U.S.  for  installation  in  American 
made  c;m  cars  ami  trucks.  In  a  curious 
way,  this  low  wage  plant  helps  pre 
serve  the  jobs  at  tiM's  electronics  com 
plex  in  Kokomo,  Ind.,  where  10,000 
people  work.  "The  high  tech  in  Ko- 
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komo  is  balanced  with  the  manual 
work  offshore,"  Stempel  says.  By  in- 
vesting in  Mexico,  he  says,  "we  saved 
jobs  rather  than  migrating  jobs." 

Rimir,  another  GM  maquiladora  at 
Matamoros,  makes  plastic  bumper  fa- 
cias (fronts)  and  trim.  A  sister  plant,  in 
Anderson,  Ind.,  makes  similar  parts. 
Rimir's  low  costs  average  down  GM's 
total  facia  bill.  "If  I  wasn't  here  our 
sister  plant  in  Anderson  wouldn't  be 
here.  We'd  be  out  of  the  facia  busi- 
ness," says  Chuck  Almquist,  the  plant 
manager.  But  Almquist  makes  anoth- 
er point.  "Look,  if  we  were  just  asking 
for  cheap  labor,  we'd  have  all  the 
plants  in  Haiti.  GM  likes  to  build 
where  we  sell.  This  is  a  $100  million 
investment.  We're  not  talking  about 
15  sewing  machines." 

In  the  longer  run  wages  w  ill  rise  in 
Mexican  automobile  plants,  but  that 
will  not  end  Mexico's  advantage: 
There  is  still  plenty  of  room  to  otlset 
the  cost  iilcreascs  with  more  invest- 
ment in  equipment.  While  a  few  Mex- 
ican auto  plants,  like  Ford's  HernK)si- 
llo  plant,  are  state  of  the  art,  most  are 
years,  decades,  generations  behind  in 
technology.  Cars  are  j-tainted  by  hand 
w  iih  spray  guns.  Bumps  and  dings  are 
tiled  down  and  polished  with  hand 
iield  files  and  metal  finishing  discs. 
Vou  hear  the  pounding  of  hammers 


on  metal;  there  are  greasy  pits  with 
men  working  beneath  cars.  Fits  are 
measured  on  old-fashioned  jigs.  Hen- 
r\'  Ford — the  original  Henry  Ford — 
would  ha\'e  felt  at  home  in  the  Nissan 
plant  at  Cuernavaca. 

It  helps  that  Mexican  labor  is  highly 
motivated.  Roberto  Gutierrez,  the 
swarthy  manager  of  Chrysler's  Toluca 
plant,  manages  4,000  production 
workers.  He  tells  Forbfs:  "I  said  we 
don't  do  what  the  Japanese  or  any 
bod\'  else  docs.  We  do  what  Mexicans 
do.  People  say  we  don't  like  to  work 
too  much.  You  like  siesta.  Vou  don't 
want  tt)  be  active.  'Okay,'  I  tell  my 
petiple,  'continue  that  way.  But  do 
the  job  right,  the  tirst  time.' 

"We  arc  very  proud  to  say  that  (our 
quality  I  is  better  than  the  U.S.,"  Cm 
tierrez  continues.  "People  always  ask 
me  how  many  robots  I  use  xo  build 
cars.  I  say  I  have  4,000  ri^bois." 

"A  man  loses  this  Sl.SO  an  hi>ur 
job,  he  giKs  to  25  cents  an  hour,  or 
maybe  nothing,"  says  C  hr\slcr  dc 
Mexico's  president,  Carlos  Ix>lx>. 
"He  cannot  atVord  to  lose  the  best  job 
he  will  ever  have."  Mexican  unions, 
unlike  their  l\S.  counteqwrts.  let  the 
companies  run  the  tactories. 

Ihe  carmakers  arc  anxiously  await- 
ing the  final  drafting  o(  the  I'.S./ 
Mexico   trade   pact.   While   prcscnt- 
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A  promise  to  let  you  linisn  stories  I've  neard  a  nundrea  times  teiore. 


A  promise  to  make  Hawaiian  sunsets  more  than  a  topic  of  conversation. 


A  promise  to  take  care  of  you  even  if  I  can't  oe  there. 


Nothing  binds  us  one  to  the  otncr  like  a  promise  kept.  Notnin^J  divides  us  like  a  promise  broken.  At  MassMiitual 
we  believe  in  keeping  our  promises.  Tbat  way. all  the  families  and  businesses  that  rely  on  us  can  keep  llieirs. 


e  1990  MassaOuMns  Mutual  Lite  Instance  Co   SprmgkaKt  MA  01111 


MassMutuaV 

Wc  help  yoii  keep  your  promise: 


T[l[ 


Mexican  auto 


Chry',lnr'',  plant  h\  f olijr;?i 

"A  man  lose*  this  $l.SO-an-hour  job,  he  goes  to  25  cents  or  maybe  nothing." 


ing  ilicni  with  ()|)p()rtunitics,  the 
agreement  has  its  pitfalls  for  them, 
too.  A  special  auto  side  pact  is  under 
negotiation  now. 

It's  too  early  to  know  what  the 
agreement  will  provide.  But  it  is  clear 


that  the  five  automakers  in  Mexico, 
having  invested  billions  in  Mexican 
industry  at  the  demand  of  the  Mexi- 
can government,  want  protection. 

They  don't  want  to  see  Toyotas  and 
Hondas  taking  their  profitable  vol- 


ume away  ^ith  cars  exported  south 
fi-om  new  nonunion  plants  in  Ken- 
tuck}  and  Ohio.  Nor  do  they  want  to 
see  "screwdriver  plants"  in  Mexico, 
with  Mexican  workers  putting  Japa- 
nese vehicles  together  from  Japanese 
parts  and  shipping  them  north  dut>' 
free,  as  Mexican  cars. 

In  a  larger  sense,  both  countries 
have  a  lot  to  gain  from  the  continued 
development  of  the  Mexican  indus- 
tr\'.  The  U.S.  wants  a  prosperous, 
stable  Mexico,  and  the  automobile 
industry  is  a  magnificent  engine  for 
raising  unskilled  workers  into  the 
middle  class.  It  creates  not  only  bet- 
ter-paying jobs  but  also  a  class  of 
skilled  workers  and  managers,  and 
demand  for  roads,  services,  gas  sta- 
tions, drive-ins,  repairs. 

Perhaps  most  important,  it  creates 
mobility  and  enables  people  to  look 
about  for  the  best  job,  the  best  price, 
the  best  place  to  live.  Yes,  growih  of 
the  Mexican  industrx'  will  cost  U.S. 
autoworkers  jobs,  but  these  jobs  may 
be  doomed  anyway.  As  David  Hen- 
drickson,  manager  of  gm's  Deltronics 
plant  in  Matamoros,  puts  it:  "I'd 
rather  see  a  job  go  to  Mexico  than  to 
Taiwan."  ^M 


Peterbilt  And  Fleming: 
Class  Attracts  Class. 

AnuTiai's  premier  food  distributor  feeds  the  nation  with  an  American  Classic- 
The  Teterbilt  Truck.  Call  1-800-447-4700  for  the  Peterbilt  dealer  nearest  you. 
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A  OMSK  ^N  Of 


When  White  Consolidated  Industries, 
Square  D,  and  GKN  located  in  North  Carolina 
they  found  not  only  skilled  employees,  but 
people  who  were  ready  to  work,  willing  to  fol- 
low the  rules,  and  able  to  do  a  top-notch  job. 

"We  stopped  counting  at  17,000  applica- 
tions," said  WCI  Human  Resources  Manager 
Thomas  Bridges,  "and  we  only  advertised  in 
four  local  newspapers." 

At  Square  D,  Jerry  Beck,  Plant  Manager, 
said  "We  found  employees  not  only  willing  to 
follow  our  regulations,  but  who  can  think  for 
themselves,  change  unsafe  practices,  and 
improve  the  overall  safety." 

And  John  McCloskey,  Vice  President  of 
Operations  for  GKN  said,  "The  quality  of  the 

Niorth  Carolina  Department  of  Economic  and  Community  Development,  Business/ Industry  Development  Division.  430  N.  Salisbury  Sti«;t.  Raleigh.  North  Carolina  27611. 


employees  in  our  North  Ccirolina  plants  is 
,  reflected  in  the  number  of  awards  we've 
received.  TTiese  include  the  Toyota  Quality 
Performance  Award,  Hondas  Quality  Perfor- 
mance Award,  Delivery  Performance  Award 
and  Most  Improved  Supplier  Award,  Ford  Ql 
awards  and  the  Chrysler  Motors  Quality 
Excellence  Award." 

If  you're  looking  for  a  labor  supply  that's 
ready,  willing  and  able,  call  Richard  J.  Roberson, 
Director  of  Client  Services,  State  ofNorth  Caro- 
lina at  (919)733-4977,  Fax  (919)733-9265. 

NORTH  CAROLINA 

The  Better  Business  Climate 
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Right  now,  140  airlines  are  filling  their  planes  w  :^ 


r  ,  jpi 
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The  business  goal  of  any  airline  is  simple:  to  get  maxi- 
mum revenue  from  every  available  flight.  But  to  reach 
that  goal  takes  nothing  less  than  the  most  sophisti- 
cated information  systems. 

That's  why  every  airline  has  to  choose  a  computer 
company  it  can  rely  on  to  handle  its  mission-critical 
applications  like  reservations,  departure  control, 
cargo  and  flight  operations. 

And  that's  why,  in  the  last  several  months.  Thai 
Airways,  Mexicana  Airlines  and  TAP-Air  Portugal 
placed  large  orders  with  Unisys.  They  join  a  growing 
roster  of  carriers  like  Air  France,  All  Nippon,  North- 
west and  United. 

Of  course,  trusting  your  airline  to  Unisys  is  nothing 
new.  The  fact  is,  14  of  the  world's  top  20  airlines 
choose  Unisys  computers  to  help  them  arrive  at  their 
business  goals. 

So  if  running  your  business  organization  depends 
on  high-volume,  transaction-intensive  computing,  call 
Unisys  at  1-800-448-1424,  ext.  67.  Working  in  over  100 
countries,  Unisys  offers  information  systems  that  can 
give  any  enterprise  a  real  lift. 

C  1991  Uneys  Corporation  Urasys  s  a  registered  trademark  ol  Urvsys  Corporation 
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t's  how  I  keep  all  my  investments  runnpg  smoothly." 


ve  never  been  so  in  touch  with 
he  market. 

^^ith  PRODIGY®  connected  to  my  home 
omputer,  I  can  get  hourly  market 
pdates,  everything  from  Dow  Jones 
verages  and  most  active  issues  to  for- 
ign  stock  indices.  If  I  want  NYSE,  Amex, 
nd  Nasdaq®  composites,  I've  got  'em. 
here's  non-equity  info,  too,  like  gold 
pees,  dollar  trading,  and  money  rates. 

Then  I  want  the  broader  picture,  PRODIGY 
upplies  the  leading  economic  indicators 
uch  as  housing  starts,  consumer  prices, 
nd  the  trade  deficit.  I  keep  my  eye  on 
hanging  stock  prices  throughout  the 
ay  If  I  see  an  opportunity,  bam,  I  can 
uy  or  sell  in  minutes  with  the  online 
iscount  broker  Getting  PRODIGY  was 
ne  of  my  smartest  investments. 

nd  investments  are  only  part 
f  the  story. 

here's  a  whole  slew  of  terrific  things 

"do  on  PRODIGY.  I  can  get  sports  scores 

/en  while  games  are  being  played,  as 

ell  as  stories  and  stats  on  my  favorite 

sams.  If  there's  no  time  to  go  shop- 

ng,  no  problem.  PRODIGY  has 

lopping  suggestions  and  product 

mews.  And  I  can  order  items  like  elec- 

onics,  gifts,  and  clothing  almost  any 

me  from  dozens  of  online  retailers. 

bu  gotta  get  this  thing." 

le  PRODIGY  service,  connected  to  your 
)mputer  and  phone  line,  has  hundreds 
■features  and  services.  And  it's  just 
$12.95  a  month, 
including  30  person 
al  messages.  What- 
ever interests  you, 
PRODIGY  makes  it 
more  interesting. 


Have  you  picked  up  a  bridal  magazine  lately? 
Don't  strain  your  back. 

The  newlywed 
game 


By  Matthew  Schifrin 

If  American  consumers  in  the  1990s 
are  rejecting  the  ostentatious  con- 
sumption of  the  1980s,  you  would 
never  know  it  from  the  wedding  busi- 
ness. More  than  $32  billion  was  spent 
on  first- time  weddings  last  year,  up 
from  $28  billion  in  1988  and  nearly 
double  the  amount  in  1980.  Average 
cost  of  a  wedding  last  year:  over 
^19,000,  including  an  engagement 
ring  at  an  average  of  $2,200;  a  bridal 
gown  ($800);  invitations  ($286);  vid- 
eographers  and  photographers 
($900);    and    honeymoon 

($3,200).  

,  In  a  country  where  90% 
of  all  marriageable  people 
do  marry,  the  nuptial  busi- 
ness shows  no  signs  of  slow- 
ing down.  In  the  1980s 
there  were  around  2.4  mil- 
lion marriages  per  year. 
(The  figure  includes  all 
marriages,  first,  second  or 
whatever.)  Now  actuaries 
at  the  Social  Security  Ad- 
ministration predict  that 
marriages  should  increase 
slighdy  by  1995  and  climb 
by  11%  by  2010. 

How  can  this  be,  if  the 
youngest  baby  boomers, 
those  born  in  1964,  arc  al- 
ready in  their  mid-20s?  The 
answer,  say  demographers 
and  others  who  follow  mar- 
riage trends,  is  that  young 
Americans  continue  to  de- 
fer marriage  until  their  late 
20s,  early  30s  and  later.  Ac- 
cording to  the  U.S.  Depart- 
ment of  Health  &  Human 
Services,  the  average  age  of 
first  marriages  in  1987  for 
men  and  women  was  26.4 


and  24.5,  respectively.  That  compares 
with  average  ages  of  23.8  and  21.6 
20  years  ago. 

Another  factor  pushing  up  mar- 
riage rates:  divorce.  Every  year  about  1 
million  couples  divorce,  and  around 
75%  of  divorced  people  remarry  within 
five  years.  That  puts  a  kind  of  floor 
under  the  marriage  industry. 

Perhaps  the  clearest  indication  of 
the  power  of  the  wedding  industry' 
boom  is  the  volume  of  advertising  in 
bridal  magazines.  Ad  pages  in  Modern 


Elizabeth  Taylor  and  Spencer  I  racy  in  "Father  of  the  Bride" 
Average  wedding  cod:  $19,000.  At  least  suppliers  are  happy. 


Bride^  for  example,  are  at  an  all  time 
high,  despite  the  general  advertising 
downturn.  Measured  by  ad  pages  in 
the  first  six  months  of  this  year  (and 
helped  somewhat  by  the  slowdown  at 
other  magazines).  Bride's  is  now  the 
country's  largest  magazine  and  Mod- 
em Bride  has  jumped  to  fourth  place 
{Business  Week  and  Forbes  are  num- 
bers two  and  three,  respectively). 

One  maker  of  bridal  gowns,  Deme- 
trios  J.  Elias,  of  llissa  Bridals  in  New 
York,  has  even  started  his  own  bridal 
magazine.  For  the  Bride  by  Demetrios^ 
to  cash  in  on  the  march  down  the 
aisle.  The  five  national  bridal  maga- 
zines (the  other  two  are  Bridal  Guide 
and  Elejjant  Bride)  mosdy  come  out 
ever\'  other  month,  cost  around  $5, 
and  are  de  rigueur  reading  for  almost 
ever\'  bride-to-be. 

As  the  advertisements  in  these  mag- 
azines show,  the  wedding  market  is 
attracting  attention  from  all  kinds  of 
companies,  many  of  which  badly  need 
whatever  business  they  can  drum  up. 
For  retailers,  particularly  depart- 
ment stores,  bridal  registries  are  one 
of  the  few  things  to  crow  about. 
"Most  of  the  other  depart- 
"^■^^  f  ments  have  been  up  mod- 
I  esdy  or  flat,"  says  Carol 
Spellman,  the  director  of 
bridal  registries  at  Bloom- 
ingdale's,  "while  our  busi- 
ness is  up  about  15%  fi-om 
last  year." 

Travel  companies,  also 
muddling  through  a  slow 
year,  want  the  honeymoon 
business.  American  Express 
recently  teamed  up  with 
dozens  of  resort  hotels  and 
began  buWng  thick  ad  sup- 
plements in  the  bridal  mag- 
azines; AmF>x  is  also  ped- 
dling its  charge  card  in  their 
pages.  The  wedding  market 
"is  recession  prcx>f,"  com- 
ments Thomas  Garzilli, 
AmEx's  \ice  president  of 
marketing  and  sales.  "Just- 
marricds  don't  postpone 
their  honeymoon." 

Corning  Co.  of  Coming, 
N.Y.  has  increased  its  ad- 
vertising of  dinncrware  and 
cookwarc  in  three  bridal 
magazines,  and  is  showing 
videos  at  bridal  registnes. 
Says  Neil  Hart,  director  of 
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A  matchbook  is  no  match  for  the  new  Rolodex  Electronic 
Organizer.  It  holds  1,000  names,  phone  numbers  and 
tons  of  information.  So  don't  play  with  fire. 


Available 
wherever 
affke  products 
are  sM. 


ROLODEX 

Our  organization  is  dedicated  to  yours. 


Weddings 

marketing  at  Corning:  "Once  some- 
one buys  a  Corning  product,  they 
usually  stay  with  us  for  life." 

Inevitably,  nontraditional  suppliers 
are  joining  the  rush  for  the  bride  and 
groom's  affections.  General  Motors' 
Saturn  Corp.  subsidiarv',  for  example, 
recentiy  began  advertising  its  new 
Saturn  sports  cars  in  Modem  Bride. 
Finance  companies  like  Citibank  and 
Metropolitan  Life  have  begun  specific 
marketing  schemes  aimed  at  the 
about- to- be  marrieds.  And  so,  on  a 
regional  basis,  have  real  estate  firms 
like  Century  21. 

American  Cyanamid  is  advertising 
its  Dynatrim  diet  pills  in  the  bridal 
market.  This  is  complemented  by  Go- 


Nontraditional  supplier 
are  joining  the  rush  for 
the  bride  and  groom's  af- 
fections. GM  has  begun 
advertising  Saturn  cars  in 
bridal  magazines. 


diva,  which  has  been  hawking  its 
chocolate  pany  favors.  Du  Pont  is 
pushing  Teflon  pots  and  pans  and 
Milliken  is  tr\ing  to  bolster  its  textile 
operation  by  marketing  table  linens. 
The  list  goes  on  and  on,  and  includes 
small-appliance  makers  and  ftirniturc 
companies,  like  Serta  and  its  Pert'ect 
Sleeper  mattresses. 

New  entrants  to  this  market  in- 
clude Orxis  Co.,  which  opened  a  brid- 
al registry'  for  couples  who  might  like 
to  hunt  or  go  fly  fishing.  Liquor 
distributor  Hcublein  Inc.  is  pushing 
its  Trufllcs  Chocolate  Liqueur. 

What  about  all  those  people  who 
divorce  and  then  remarn  ?  These  sec- 
ond-, third  and  fourth  time-around 
couples  may  be  older  and  wiser,  but 
they  also  tend  to  be  more  affluent  and 
just  as  likely  to  want  to  cement  their 
new  partnerships  with  big  parties  and 
exotic  ImnevmtHins. 

"lust  about  anything  goes  in  sec- 
ond marriages,"  gushes  Ltirrainc 
Lc\inson,  dirccti>r  o\  marketing  at 
Hndt\i  maga/inc,  "even  clalx>ratc 
white  wedding  gowns."  Second  mar- 
riages may  lx\  as  Samuel  Johnson 
said,  a  tnumph  of  hojx:  over  cxjx'ri 
ence.  But  they're  pure  gold  for  the 
companies  that  succcsstlilly  cater 
to  them.  ^ 
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T%rce  in  the  forestltidustry. 

_  JIan  Pacific  Is  one  of  the  biggest  participants  in  the  vital 
ladian  forest  Industry.  In  fact,  our  subsidiary,  Canadian  Pacific 
5st  Products,  Is  among  the  world's  largest  integrated  forest 
Toducts  companies,  and  one  of  the  largest  producers  of  news- 
irint  and  pulp.  '^^fiik 

The  company  also  has  strong  rrraTOnrosltions  In  paperboard  and 
.packaging,  white  paper,  tissue  products  and  lumber.  Its  major 


to  customers  in  more  than  40  countries  around  the  world. 

In  addition,  recycled  content  newsprint  facilities  scheduled  to 
come  on  line  In  1991  will  put  us  In  the  forefront  of  this  rapidly 
developing  market. 

Forest  Products— just  one  of  the  valuable  assets  that  makes 
Canadian  Pacific  Limited  a  name  worth  remembering. 


^j^Wf' 


Transportation  and  Watte  Service*  •  Energy  •  Forest  Products  •  Real  Estate  and  Hoials  •  Teltcommunicatiofli  and  Manufacturing 


Canadian  Pacific  Limited 


f  I  TAXING  MAnERS 


EDITED  BY  UURA  SADNDERS 


Spinoffs  are  just  about  the  only  way  left  to  divest 
assets  tax  free.  Wall  Street  loves  them. 
The  Internal  Revenue  Service  doesn't. 

spin  while 
you  can 


Spinoffs  ARE  in.  Honeywell,  May  De- 
partment Stores,  Quaker  Oats,  Whit- 
man and  Santa  Fe  Pacific  are  among 
the  companies  that  have  distributed 
assets  to  their  own  shareholders  in  the 
last  12  months.  Whittaker,  Universal 
Corp.  and  several  others  are  in  the 
process  of  getting  rid  of  businesses  by 
distributing  them  pro  rata  to  their 
shareholders. 

The  reason?  "Spinoffs  are  the  only 
remaining  way  to  divest  as- 
sets tax  free,"  says  Scott  4 
Greiper,  publisher  of  the  '  S^ 
Spinoff  Report^  a  New  -^■:^' 
York- based  newsletter  on 
the  subject.  Here's  why: 

In  1986  Congress,  react- 
ing to  the  merger  wave, 
completed  the  repeal  of  the 
so-called  General  Utilities 
doctrine.  Under  that  doc- 
trine, shareholders  could 
sell  the  appreciated  assets  of  a  corpo- 
ration at  a  profit,  immediately  distrib- 
ute the  proceeds  in  dividends  and  owe 
no  corporate  tax  on  the  corporate 
gain.  Now  the  corporation  must  pay  a 
tax  on  the  gain,  and  the  shareholders 
must  pay  again  when  the  company  is 
liquidated. 

Spinoffs  escaped  the  1986  crack- 
down. The  theory  here  is  that  the 
spinoff  isn't  a  sale  but  more  like  a 
reorganization,  and  the  tax  code 
doesn't  tax  reorganizations.  So  a  par- 
ent firm  can  still  divest  a  business  by 
distributing  100%  of  its  stock  in  it  to 
shareholders.  Investors  pay  tax  when 
selling  this  stock,  of  course,  but  the 
corporation  doesn't  get  hit  as  well. 

Why  do  a  spinofi)  It  is  an  excellent 
way  "to  get  rid  of  a  piece  that  just 
doesn't  fit,  or  even  shove  a  dog  out 
the  door,"  says  Lydia  Kess,  tax  expert 
at  New  York  law  firm  Davis  Polk  8c 


Wardwell.  An  example  of  the  former 
is  the  recent  Quaker  Oats  spinoff  of 
Fisher- Price  toys:  The  stable  food 
company  didn't  want  to  be  in  the 
volatile  toy  business. 

Another  advantage  of  spinoffs  is 
that  the  parent  can  extract  a  tax-fi-ee 
dividend  prior  to  the  spinoff  up  to  the 
amount  of  its  cost  in  the  business  that 
is  spun  off.  May  Department  Stores, 
for  example,  pulled  $263  million  out 


IH  :. 


of  its  discount  retailer  Venture  Stores 
before  divesting  it.  An  alternative  to 
this  ploy  is  to  have  the  parent  shift:  a 
portion  of  its  unsecured  debt  to  the 
subsidiary. 

Spinoff  engineers  can  get  even  clev- 
erer. When  Aflfiliated  Publications, 
owner  of  the  Boston  Globe,  owned  47% 
of  McCaw  Cellular,  on  which  it  had  a 
huge  profit,  it  had  no  way  to  get  rid  of 
McCaw  directly  without  owing  $1 
billion  in  tax.  Afiiliated  couldn't  spin 
off  McCaw,  because  the  law  restricts 
spinoffs  to  situations  where  the  parent 
owns  80%  or  more.  So  Affiliated  spun 
off  the  newspaper  ft-om  Afiiliated, 
then  merged  the  old  parent  into 
McC'aw  in  exchange  fi)r  McC\i\n 
stock.  Shareholders  of  Afiiliatcd 
woimd  up  with  stock  in  the  cor^tora 
tion  (now  renamed  Afiiliated)  that 
owned  the  Boston  Globe  and  shares  in 
McCaw — two  stcK'ks  instead  of  one — 


tax  fi*ee. 

How  do  spun-off  stocks  do?  Usual- 
ly pretty  well.  A  study  by  three  re- 
searchers at  Perm  State  found  that 
from  1965  to  1988  spinoffs,  in  the 
first  three  years  after  coming  out,  beat 
the  market  by  better  than  seven  points 
a  year,  and  that's  aft:er  allowing  for 
their  greater  risk. 

But  the  Internal  Revenue  Service 
may  spoil  the  part\'.  "We've  ratcheted 
up  standards  [for  spinoffs],"  says  one 
official,  "because  we  feel  that  in  the 
past  we  were  burned." 

The  "standard"  here  is  called  valid 
business  purpose.  To  qualify  for  tax- 
free  status,  a  spinoff  must  have  one. 
But  this  legal  definition  is  eccentric, 
to  say  the  least.  "Enhancing  share- 
holder value  doesn't  begin  to  quali- 
fy," says  Lehman  Brothers'  Robert 
Willens.  Neither  does  separating  a 
stable  business  ft-om  a  volatile  busi- 
ness. The  motive  of  dodging  federal 
tax  is  totally  out;  perpetrators  of  reor- 
ganizations profess  never  to  harbor  it. 
So  what  does  qualif\'  as  a 
?  motive?  Curiously  enough, 
g  saving  on  state  taxes  is  a 
I  valid  business  purpose.  So 
is  saving  on  financing  or 
insurance    costs,    or   con- 
tending with  competition. 
If  your  company  owns  a 
subsidiary    that    is    losing 
business   because   its   cus- 
tomers are  your  comf)eti- 
tors,  the  IRS  will  probably 
bless  your  spinoff. 

Sometimes  the  standards  have  an 
air  of  whimsy.  Davis  Polk  lawyer  Lyd- 
ia Kess  recalls  being  rebuffed  when 
she  asked  for  an  adv  ance  iRS  ruling  on 
a  division  that  was  about  to  be  nation- 
alized abroad.  The  iRS  said,  she  re- 
calls, "Well,  the  tanks  aren't  in  the 
streets  yet." 

It  is  taking  longer  and  longer  to  get 
an  IRS  ruling  decreeing  a  spinoff  tax 
ft-ee  before  it  happens,  and  some  com- 
panies are  even  going  ahead  without 
the  advance  niling.  So,  if  you  are 
thinking  of  doing  a  spinoff,  don't 
dawdle.  A  few  C\ipitol  Hill  staffers  feel 
that  spinort's  are  Kx>pholcs.  Sav"s  Kmst 
&  Young's  David  Berenson,  an  astute 
observer  of  the  scene,  "There  was  an 
crt'ort  to  get  rid  o\'  them  a  few  years 
ago.  Ihe  proposals  are  lying  quietly  in 
a  drawer  until  the  time  is  right 
again."  -L.S.  ■■ 
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WHEN  you  first  handle  a  Patek  Philippe,  you  become 
aware  that  this  is  a  watch  of  rare  perfection. 
We  know  the  feeling  well.  We  experience  a  sense  of 
pride  every  tinrie  a  Patek  Philippe  leaves  the  hands  of 
our  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
a  lifetime. 

We  made  this  watch  for 
you  —  to  be  part  of  your 
life  —  because  this  is  the 
way  we've  always  made 
watches. 

And  if  we  may  draw  a  con- 
clusion from  five  genera- 
tions of  experience,  it  will 
•be  this:  a  Patek  Philippe 
doesn't  just  tell  you  the 
time,  it  tells  you  something 
about  yourself. 


PATEK  PHILIPPE 

GENEVE 


For  current  informative  brochures  please  write  to 
Patek  Philippe.  10  Rockefeller  Plaza  Suite  629  |FB)  New  York  NY  10020 


In  baseball,  the  racial  composition  of  third  basemen 
is  radically  different  from  the  racial 
composition  of  centerfielders. 
What  does  this  prove? 

Zeitgeist  Tersus 
the  facts 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


One  of  the  sad  signs  of  our  times 
was  the  media  reaction  to  a  recent 
study  showing  that  doctors  treated 
men's  cardiac  disorders  more  aggres- 
sively than  they  treated  women's  car- 
diac disorders.  It  was  played  as  sex 
discrimination,  a  denigration  of 
women  and  yet  another  grievance 
against  society. 

Amid  the  usual  chorus  of  condem- 
nation, one  physician  pointed  out  the 
simple  fact  that  middle-aged  men 
were  far  more  likely  to  die  of  heart 
attacks    than    middle-aged    women. 


That  may  not  only  be  part  of 
reason    why    doctors    react    morc»1 
strongly  to  cardiac  problems  in  men; 
it  may  also  have  something  to  do  with  ■ 
the  reactions  of  men  and  women 
themselves — who,    after    all,    have 
something  to  say  about  what  kind  of 
treatment  they  will  agree  to  undergo.  ■ 

This  whole  episode  revealed  oncel 
more  a  media  primed  to  denounce 
and  wholly  uncritical  of  the  evidence 
behind  its  denunciations.  Unfortu- 
nately, the  substitution  of  the  Zeitgeist 
for  evidence  extends  far  beyond  the /^ 
media  and  encompasses  leading  aca-ni 
demic  scholars  and  the  highest  courts  J 
in  the  land.  The  grand  insanit)'  of  our  f 
times  is  the  presupposition  that  socialjl  me 
groups  are  so  much  alike  that  statisti- « 
cal  disparities  between  them  must  re- 
flect diflfere.^ces  between  the  ways! 
they  are  treated  by  others. 

This  unsubstantiated  dogma  canf 
cost  an  employer  millions  of  dollars  i 
in  a  discrimination  lawsuit,  even  if  I 
he  never  discriminated  against  any- 
one. If  statistics  on  the  racial  of 
sexual  composition  of  his  employees . 
do  not  match  the  presuppositions  of' 
the  Zeitgeist,  then  the  employer's 
hiring   criteria   are    said    to    have    a 


Mm.  %. 


"disparate  impact" — and  that  often 
turns  out  to  be  pretty  much  the 
same  as  saying  that  the  employer  is 
guilty  of  discrimination. 

What  lawyers  and  judges  pompous- 
ly call  "disparate  impact"  is  common- 
place in  virtually  all  human  activities 
in  societies  around  the  world. 

In  the  U.S.S.R.,  nearly  eight  times 
as  much  cognac  is  consumed  per  capi- 
ta in  Estonia  as  in  Soviet  Georgia. 
When  Nigeria  became  an  indepen- 
dent nation,  three-quarters  of  the  sol- 
diers in  its  army  came  from  the  coun- 
try's northern  regions,  while  three- 
quarters  of  the  officers  came  from  the 
southern  regions.  Innumerable  coun- 
tries have  had  whole  industries  owned 
and  operated  primarily  by  members  of 
a  racial  or  ethnic  minority — by  the 
Chinese  in  Southeast  Asia,  Indians  in 
East  Africa,  Lebanese  in  West  Africa, 
Germans  in  Brazil,  Tamils  in  Sri  Lan- 
ka, Jews  in  Eastern  Europe,  or  Italians 
in  Argentina,  among  others.  An  inter- 
national study  of  militar)'  forces  and 
police  forces  failed  to  turn  up  even 
one  such  organization  that  was  ethni- 
cally representative  of  its  societ)'. 
Sometimes  a  countrv^'s  navy  has  had  a 
different   ethnic   composition    from 


that  same  country's  army  or  air  force. 

Virtually  nowhere  can  one  find  that 
even  or  random  distribution  of  people 
presupposed  by  "disparate  impact" 
theor)'.  Virtually  ever\'thing  that  hu- 
man beings  do,  they  do  differently. 
Sometimes  we  can  figure  out  the  rea- 
sons, but  at  other  times  we  don't  have 
a  clue. 

Sometimes  the  patterns  which 
emerge  are  influenced  by  institutional 
policies,  but  in  other  cases  they  clearly 
are  not.  Eor  example,  immigrants  to 
the  U.S.  are  free  to  settle  in  whatever 
geographical  region  they  choose — 
and  yet  no  group  of  immigrants  or 
their  descendants  is  evenly  or  ran- 
domly distributed  across  the  countr\'. 

A  hundred  years  after  the  peak  of 
German  immigration  to  the  U.S., 
Americans  of  German  ancestry  arc 
still  geographically  distributed  in  a 
distinctive  pattern,  wholly  different 
from  the  geographical  distribution  of 
people  of  Hispanic  or  Japanese  ances- 
try, for  example.  Highly  distinctive 
geographical  settlement  patterns  are 
characteristic  of  innumerable  racial  or 
ethnic  groups  in  innumerable  coun- 
tries. Most  of  the  Jews  who  settled  in 
and  around  Sydney,  Australia,  came 


from  a  different  part  of  Europe  than 
those  Jews  who  settled  in  and  around 
Melbourne,  and  their  descendants  are 
quite  self-consciously  different  to  this 
day.  Within  Italian  neighborhoods  in 
Buenos  Aires,  Toronto  and  New 
York,  people  from  different  parts  of 
Italy  are  clustered  on  different  streets. 

In  baseball,  the  racial  composition 
of  third  basemen  is  radicalK  different 
from  the  racial  composition  of  center- 
fielders — and  has  been  for  years.  If 
players  for  these  rv\o  positions  were 
hired  by  different  organizations,  there 
is  no  question  that  whoever  hired 
third  basemen  would  have  been  hit 
with  a  multimillion-dollar  lawsuit  for 
discrimination. 

Wherever  one  does  find  a  propor- 
tionate representation  of  groups  in 
particular  industries  or  occupations, 
there  is  a  very  good  chance  that  it  is 
due  to  government -imposed  quotas. 
Only  in  this  way  have  countries  like 
Nigeria  or  Sri  Lanka  changed  their 
occupational  statistics,  which  once 
showed  large  "disparate  impacts." 
Instead,  they  have  had  civil  wars  be- 
tween groups  polarized  politically  in 
the  struggle  for  government  prefer- 
ences and  quotas.  Hi 
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We  just 

put  our  future 
on  the  line. 


The  future  is  something  that  just  happens. 
Or,  it's  something  that  you  make.  It  depends 
on  your  attitude. 

At  Ford,  we  just  put  our  future  on  the  line. 
With  a  new  tractor  that  performs  like  no  Ford 
has  ever  performed  before-the  AcroMax  120 
long  conventional.  The  most  fuel-efficient  big 
Ford  ever. 

And  a  new  way  of  doin^  business  that  helps 
our  customers  stay  in  business. 

In  cab  comfort,  m  roadability,  in  ease  of  main- 
tenance, there's  never  been  anything  from  Ford 
like  AeroMax  120. 


For  the  name  and  number  of  \'()ur  nearest  Ford 
HeavvTruck  Dealer,  coll  l-8l)0-F()HD  1ST  (367-3178) 
Ask  about  our  new  LineHaulerClul)-with  24-hour 
Emergency  Hotline  backed  by 
over  26.000  suppliers  of  tow- 
ing and  repair  services.  About 
our  expanded  Parts  &  Service 
network.  About  I'ord  Extended 


TRUCKS 


Service  Coverage.  And  more. 

Not  just  a  new  Ford. . . 
a  new  Ford  attitude. 
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Andrew  Mellon's  grandson,  Timothy  Mellon, 
tried  to  make  his  own  fortune  putting 
together  small  railroads.  Some  of 
the  assets  are  now  in  bankruptcy. 

Where  did  the 


locomotives  go: 


s 


By  James  R.  Norman 

A  RUDE  SHOCK  awaited  Francis  Di- 
cello,  the  trustee  of  the  Delaware  & 
Hudson  Railway,  after  the  d&h  was 
put  into  bankruptq^  in  1988.  Gone 
were  some  20  locomotives.  Gone, 
too,  was  the  d&h's  nonrail  real  estate 
and  some  lucrative  fiber-optic  cable 
rights.  These  and  just  about  every- 
thing else  that  wasn't  nailed  down  had 
been  transferred  to  d&h's  solvent 
owner,  Timothy  Mellon's  Guilford 
Transportation  Industries  Inc.  "The 
D&H  came  to  us  naked,"  says  Charles 
H.  White,  counsel  for  the  trustee.  "It 
was  an  empty  shell." 

One  thing  left  besides  the  d&h's 
2,000  miles  of  track  and 
trackage  rights  in  New  York  "■"""" 
and  Pennsylvania  was  a 
mountain  of  liabilities, 
about  $200  million  worth. 
This  included  $96  million 
owed  to  the  federal  govern- 
ment. Under  trustee  Dicel- 
lo's  proposed  reorganiza- 
tion plan,  which  is  in  the 
final  stages  of  approval,  the 
federal  government  would 
get  back  less  than  $1  mil- 
lion. New  York  State, 
which  says  it  invested  $60 
million  in  the  d&h,  would 
collect  just  $177,000. 

Other  D&H  creditors 
would  do  somewhat  better. 
Some  secured  lenders 
would  get  70  cents  on  the 
dollar.  Mellon  B  pk  would 
get  barely  $7  miliiun  on  its 
nearly  $1.^  million  secured 
claim — although  it  may 
collect  the  rest  from  Giiil 
ford,  the  D&h's  old  parent 


Guilford  Chairman  Tim  Mellon 
Did  he  upstream  D&H  assets? 


Tim  Mellon's 

shrinking 

empire 


Montreal 


Boston 


"fyHattford 


New  York  City 


Philadelphia 


Delaware  &  Hudson 
Guilford 
Trackage  rights 


Washington  D.C. 


Burdened  with  high  labor  costs  on  ttie  DAH,  Mellon  put  it  into 
bcinltfuptrv  in  1988.  But  his  Guilford  Transportation  Industries 
roils  on  w  th  the  Boston  A  Maine  and  Maine  Central. 


company. 

Guilford  gets  nothing  on  its  S62 
million  in  claims,  and  it  would  have  to 
turn  back  5500,000  worth  of  land  to 
the  D&h  trustee.  But  there  is  no  re- 
quirement that  Guilford  give  back  the 
other  property  that  it  transferred  from 
the  D&h. 

Trustee  Dicello  has  filed  a  dozen 
lawsuits  against  Guilford  alleging  that 
Guilford  fraudulently  removed  more 
than  $20  million  worth  of  assets  from 
the  d&h  for  far  less  than  they  were 
worth.  Mellon  Bank  is  also  a  defen- 
dant in  one  suit.  The  defendants  say 
they  did  nothing  wrong  and  that  the 
assets  were  taken  to  repay  intercom- 
pany debt.  But  they  are  agreeing  to  go 
along  with  Dicello's  plan  if  he  cfrops 
his  suits. 

All  this  is  a  major  setback  for  Tim 
Mellon,  Guilford's  chairman  and 
principal  owner.  The  49 -year-old  re- 
clusive former  peace  activist  is  a 
grandson  of  the  great  Andrew  Mel- 
Ion.  With  the  help  of  his  inherited 
wealth,  Tim  Mellon  in  the  1980s  built 
a  New  England  railroad  empire 
around  the  d&h,  the  Boston  &  Maine 
and  the  Maine  Central. 

To  make  the  railroads  profitable, 
Mellon  had  to  get  tough  with  the 
powerftil  rail  unions.  These  fought 
back,  tooth  and  nail.  Guilford  Trans- 
portation has  been  slow  to 
■"^^^  recover  from  disastrous 
strikes  in  1986  and  1987 
and  two  huge  labor  arbitra- 
tion aw  ards,  one  still  in  dis- 
pute. Weak  traffic  in  its  de- 
pressed New  England  mar 
ket  has  helped  to  make 
matters  even  worse. 

The  railroad  unions  do 
not  like  fim  Mellon,  so 
union  sources  arc  not  en- 
tirely to  be  trusted  when 
they  say  that  Mellon  has 
shitted  equipment  from  the 
Boston  &  Nlainc  to  Guil- 
ford's potentiallv  more  \na- 
ble  Maine  Central.  Could 
Tim  MclU>n  have  the  B&M 
on  the  same  track  to  bai\k- 
ruptcy  as  the  D&H,  as  has 
long  been  rumored.'  Guil 
ford  denies  that  but  admits 
it  has  transferred  title  to 
some  valuable  land  from 
the  B&.st's  lxH>ks  to  its  Guil- 
tord  Real  Estate  subsidiary. 
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When 
CompaniesTadde 

Major  Projects, 

Is  Usually 
Somewhere  In 

ThePicture. 


In  Fact,  We  Ar : 


NASA  designed  this  docking  mechanism  for  the  Space 
Station  using  an  Intergraph  system. 


Intcrgrapli  s  MoilclX  icw  applicalion  hcl|\s  japans  Likciiuka 
Lorporatiun  visualize  building  designs. 


For  more  than  20  years  now,  Inteigraph  has  helped 
organizations  of  every  kind  see  something  quite 
remarkable  take  shape  before  their  eyes: 

The  future.  Created  by  skilled  people  working 
together  in  groups  supported  by  sophisticated  computer 
graphics  systems. 

It  may  be  the  latest  version  of  a  company's  flag- 
ship product  or  one  never  before  envisioned . . .  design 
ing  a  major  transportation  system  or  rebuilding  a  vast 


Milwaukee  Electric  Tool  opnmixQd  ihc  cn^v: .  csign 

for  its  new  Super  SawzalP  on  an  Inteigrapn  system. 


\V(//i '..'.'  .11..  led  a  unique  new  pleasure  craft  — 

the  Genesis  —  with  Intergraph  mechanical  design  tools. 

power  supply  facility'  destro\^d  b\'  hurricane  or  devas 
tated  by  war... an  architecturalK'  significant  building 
or  an  entirel)'  new  cit\'. 

Indeed,  whenever  organizations  are  involved  in    ^ 
projects  whose  success  depends  upon  the  ability  of    ju 
designers,  developers  and  engineers  to  visualize  soKi 
tions.  Intergraph  is  likely  to  be  there. 

We're  one  of  the  largest  suppliers  of  interacti\'e  com 
puter  graphics  solutions.  \Xt  otter  the  wvrld  s  broadest 


1991,  Intetgraph  Corporalion,  Hunlsville,  AL  35894-0001  Inlergtaph  is  a  registered  tiadentam  ano  tveiyiMwe  Ytw  Look  is  a  IrjOenwrli  ol  Inttfonph  n-tiMjiM.!  t^*«  UcN*»y  .uu  wu<!<s»  ol  R^nO  McMH|i  4Co  0199V  NA'l> 


Tie  Picture. 
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Kvucrncr  Engincermg  oi  Oslo,  Norway  usedlnteraraph's  Plant 
Design  System  to  engineer  the  Draugen  oil  platforms. 


Intergraph 'j>  map  publishing  system  helps  Rand  McNully 
automate  road  map  production. 

portfolio  of  integrated  applications  —  from  engineering 
to  manufacturing,  plant  design  to  cartography,  dispatch 
management  to  publishing  and  everything  in  between. 
And  since  our  workstations,  systems  software  and 
networking  tools  all  work  together,  they  broaden  our 
customers'  capabilities,  help  shorten  their  production 
cycles  and  strengthen  their  competitive  positions. 

Is  there  any  wonder  why  Inteigraph  is  consistently 
rated  #1  in  customer  satisfaction?  Or  why  our  annual 


The  Kuwaiti  Government  and  the  Corps  of  Engineers  use  data 
compiled  on  Intergraph  systems  for  Kuwait  reconstruction. 


IfiUi^raph  uses  its  own  software  to  design  new  pro 
with  human  factors  in  mind. 


revenues  exceed  $1  billion? 

To  find  out  how  your  company  can  benefit  from  the 
advantages  we  offer  —  from  microCAD  on  PCs  t 
sophisticated  systems  solutions  —  phone  us  toll-free  in 
theU.S.at800-826  3515.In Canada. call 403-250  6100 
We'll  make  sure  you  get  the  picture. 

INTERGRAPH 

Everyw+iere  you  look. 
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Guilford  Transportation  Industries 
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Guilford  President 
David  Fink 
He  claims  the 
company  is  making 
money  and  will 
be  debt-free  in 
18  months. 
Proceeds  from 
real  estate  sales, 
he  adds,  are 
being  reinvested 
in  the  railroad. 
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Meanwhile,  Guilford  will  owe  Mel- 
ion  Bank  around  $7  million  from  the 
D&H  failure.  Capital  spending  has 
been  trimmed.  Guilford  hasn't 
bought  a  new  locomotive  in  three 
years  and  is  using  rails  from  sidings 
along  its  main  line  in  Massachusetts  to 


replace  worn  main  line  track.  That 
upsets  the  Federal  Railway  Adminis- 
tration, which  lent  the  B&M  $26  mil- 
lion to  rebuild  that  line  on  the  proviso 
that  it  be  kept  in  good  repair.  Guilford 
is  now  negotiating  to  buy  out  the 
FRA's  loan,  at  a  big  discount. 


David  Fink,  Guilford's  pugnacious 
president,  scoffs  at  stories  that  Mellon 
is  preparing  the  B&M  for  a  D&H-style 
bankruptcy.  Fink  says  that  his  and 
Mellon's  struggle  against  union 
featherbedding  has  yielded  Guilford 
some  of  the  lowest  pay  scales  and 
most  flexible  work  rules  in  the  rail 
industn'.  He  adds  that  parent  Guil- 
ford's profits  are  up,  despite  another 
revenue  drop  (to  about  SI 20  million 
last  year).  Pavrolls  have  shrunk  from 
around  5,000  in  1984  to  1,100.  Cash 
flow  is  about  SI 5  million. 

Fink  claims  Tim  Mellon  rebuffed 
several  anonymous  offers  in  recent 
years  to  buy  Guilford's  remaining  rail- 
roads for  up  to  SI 30  million. 

"Tim  Mellon,"  avers  Fink,  "has  yet 
to  take  a  dime  out  of  this  company." 
That's  probably  true,  but  then  he 
hardly  needs  the  money.  He  and  his 
sister,  Catherine  Mellon  Conover, 
have  a  trust  fiind  left  to  them  by  their 
grandfather,  making  them  each  worth 
around  $275  million.  Tim  Mellon's 
pride  may  be  dented,  but  he's  hardly 
broke.  After  all,  the  federal  govern- 
ment. New  York  State  and  his  d&h 
creditors  lost  a  lot  more  money  than 
he  did.  WM 


AKE  A  SMART 
INVESTMENT  ! 


Introducing  Two  Successful  New  Resources  for 
the  Novice  or  Serious  Investor. 


BEATING  THE  DOW 

by  Michael  O'Higgins  with  John  Downes 

S«me  investment  strategies  overwhelm  the  typical 

individual  investor.  BEATING  THE  DOW  provides 

a  straij;ht-torward,  step-bv-stop  stratej;v  based  on 

the  previous  year's  performance  ot  tlie  top  M)  Dow 

sliKks.  Join  Michael  O'Higgins  and  get  maximum 

returns  on  your  investment  dollars!  Available  in 

hardcover  and  audio  cassette. 


THE  NEW  MONEY 
MASTERS 

by  John  Train 

John  Train's  revision  ot  his  onomiouslv  p^^pular 
Ivstseller  THE  MO\E^  M.ASl  EKS,  sharvs  the 
unique  investment  strafe^^ies  ot  tixlav's  grvjt 
linancial  m\  estors    this  entertaming  and 
instructive  guide  exanunos  the  cv^mmon  thixsids 
Uninvl  in  the  iinestnient  apprcmcho ot  Lvnch. 
Steinharvlt.  Rogers,  Carrot,  anvi  others 
•\\  ail.ible  in  harvlcvn  er  ,»nd  .uidio  » .»s.s»'tte 


ViSA 


ORDER  NOW! 

CALL  TOLL  FREE 

1-800-486-3128 


Mast*rCar«l. 
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Maybe  One  Reason  So  Many  Companies  Have  Come  To 
Georgia  Is  That  We've  Always  Made  It  So  Easy  To  Leave. 


Since  the  days  of  the  pole  barges  and  the 
riverboals,  Georgia  has  been  in  the  business 
of  getting  people  and  products  where  they 
needed  to  go. 

It  was  from  here  that  the  first  transatlantic 
steamship  sailed  in  1819.  It  was  here,  not 
long  afterward,  that  America's  first  railroad 
got  its  start. 

And  it's  here  that,  today,  you'll  find  the 
undisputed  transportation  center  of  the 
Southeast. 

Think  transportation,  of  course,  and  you 
think  immediately  of  Atlanta's  Hartsfield 
International  Airport.  As  the  wodd's  largest 
hub  for  connecting  domestic  and  intema- 
tional  flights,  it  allows  you  to  reach  some 


80%  of  the  U.S.  population  in  two  hours 
or  less.  And,  just  as  important,  it  allows  your 
own  people  to  reach  you  with  equal  case. 

But,  as  it  happens,  there's  a  lot  more  to 
Georgia  than  Atlanta.  Nine  other  commer- 
cial airports,  for  instance.  Two  modem 
deep-water  seaports.  And,  even  today,  the 
most  extensive  rail  system  in  the  Southeast, 
crisscrossing  the  state  with  more  than  5,200 
miles  of  track  and  providing  expedited  inter- 
modal  service  from  the  Port  of  Savannah  to 
Atlanta  and  beyond. 

All  things  considered,  it's  not  surprising 
that  Georgia  has  attracted  more  than  $23 
billion  in  new  industrial  investment  since 
1970.  Or  that  432  of  the  Fortune  500 


maintain  offices  here. 

To  Icam  more,  just  uTile  on  your  letter- 
head or  send  your  business  card  to 
Chadic  Gatlin,  Gcorsia  Department  of 
Industry,  Trade  &  Tourism,  Dept.  FBS, 
P.O.  Box  1776,  Atlanta,  GA  30301 .  a 
call  us  at  404-656-9306. 

You'll  find  that,  these  days,  Georgia's 
transportation  s>'stem  makes  it  even  easier 
to  leave.  Which,  of  course,  makes  it  even 
more  profitable  to  stay. 

GEORGIA 

The  State  of  Business  Today 
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Dallas'  Duke  Rudman  is  a  throwback  to  old-time  wildcatters  who 
punched  holes  where  no  one  else  thought  there  was  oil.  With  this 
difference:  Duke  is  never  going  to  go  broke. 


''My  father  said 
I  was  stupid" 


By  Toni  Mack 

M\YER  Billy  (Duke)  Rudman,  81, 
recalls  that  when  he  won  an  oratory 
contest  at  age  15,  his  father  accused 
him  of  cozying  up  to  the  judges.  "He 
was  always  telling  me  I  was  no  good," 
says  Rudman.  "I've  been  trying  to 
forgive  him  for  40  years  since  he  died, 
and  1  can't  seem  to  do  it." 


Maybe  he  hasn't  forgiven,  but  Dal- 
lasite  Duke  Rudman  has  done  a  prett\' 
good  job  of  proving  his  father  wrong 
by  becoming  one  of  the  countr\''s 
most  successful  wildcat  oil  drillers. 
Known  as  "Duke"  for  his  flamboyant 
wardrobe,  he  likes  to  flaunt  a  red  satin 
tuxedo,  a  green  velvet  jumpsuit  and 


Dallas  wildcatter  M.B.  (Duke)  Rudiiun 

"I  wouldn't  buy  a  proven  deal  If  It  was  a  dead-gut  cinch." 


an  Edwardian  overcoat  and  owns  50 
pairs  of  cowboy  boots  and  upwards  of 
250  hats.  He  can  afford  these  vanities: 
Rudman  is  worth  an  estimated  S220 
million. 

Like  a  lot  of  rich  people,  Rudman 
started  inauspiciousiy.  He  was  kicked 
out  of  the  Universitx'  of  Oklahoma  in 
1928  at  age  18  for,  he  says,  courting 
girls  too  much  and  studying  too  little. 
He  \\  orked  a  few  years  for  his  father, 
who  was  branching  out  from  selling 
oilfield  equipment  into  oil-drilling 
ventures.  Talking  about  those  days, 
more  than  si.\  decades  ago,  Rudman's 
antagonism  for  his  father  breaks  out 
again:  "He  wouldn't  pay  me  my  share 
of  the  oil  deals  I  brought  him,  so  I 
quit."  Young  Rudman  traded  inter- 
ests in  his  wells  for  pigs,  tires,  radios 
and  anything  he  could  sell  to  raise 
cash  for  drilling.  He  then  drilled  29 
straight  dr>'  holes  before  hitting  his 
first  wet  one. 

He  hit  it  big  in  the  late  1 940s,  when 
he  leased,  at  about  40  cents  an  acre, 
some  17,000  acres  in  North  Dakota's 
Williston  Basin,  which  then  had  no  oil 
production.  "My  father,"  Rudman 
remembers,  "said  I  was  stupid." 

Stupid  he  was  not.  Part  of  that 
Williston  acreage  made  him  seriously 
wealthy  in  1951  when  what  is  now 
Amerada  Hess  drilled  the  discover*" 
well  that  opened  a  huge  hydriKarK>n 
basin.  "It  tcHik  me  out  of  the  jerk 
class,"  says  Rudman.  "People  who 
never  spi>kc  to  me  Ix'forc  Kgau  ask- 
ing me  to  dinner." 

Hut  not  bcfiKC  he  Icarnco  to  liate 
debt  And  bankers.  He  had  K>rrowed 
535,000  to  build  a  htnisc.  In  195 1  the 
bank  pressed  him  to  a*pav  the  kxin, 
forcinc   him   to  sell    10.000  o\'  his 
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It  took  a  visionary  to  dream  up  Robosaurus.  But  it  took  Parker  Hannifin  to  biing  it  to  life. 


Engineer  Doug  Malewicki  challenges 
convention.  An  award-winning  in- 
ventor who  extends  the  bounds  of 
the  possible,  Malewicki  has  designed 
a  host  of  unlikely  vehicles,  including 
a  three-wheeled,  gas-sipping  car  that 
gets  more  than  150  miles  to  the  gal- 
lon. But  nothing  compares  in  magni- 
tude to  Robosaurus,  a  huge  electro- 
hydraulic  monster  that  chews 
up-and  then  throws  away-cars,  to 
the  delight  of  fans  at  auto  shows  na- 
tionwide. 

Standing  40  feet  tall,  Malewicki's 
hi-tech  Tyrannosaurus  isn't  just 
whimsy.  Robosaurus  was  designed  to 
draw  crowds-as  it  tours  arenas  and 
captures  imaginations. 

And  that  was  the  engineering 
challenge:  Robosaurus  had  to  pack 
maximum  entertainment  value  into  a 
highly  reliable  design  that  could  be 
easily  transported  and  erected.  Its 
58,000-pound  steel  skeleton  had  to 
simultaneously  grip,  lift,  and  crush 
two-ton  cars,  while  ensuring  the  safe- 
ty of  the  operator  and  the  audience. 

To  give  Robosaurus  life,  Male- 
wicki relied  on  the  engineering 
know-how  of  i^ukcr  Hannifin  C'or- 
porarion,  the  world's  largest  manu- 
facturer of  motion-control  compo- 
nents and  systems.  Working  with  a 
team  of  Parker  engineers,  Malewicki 
tapped  the  talents  of  eight  of  their  di- 
visions and  borrowiii  ideas  from 
Parker  technologies  spanning  indus- 
tries as  diverse  as  aerospace  and  au- 
tomotive manufacturing'. 

Fngineers  who  h;vr  seen  Ro- 
bosaurus u\  action  call  ii  .1  "powerful 
demonstration  of  state-ot-the-art  hy- 
draulic technology."  PowireJ  by  a 
500-horsepower,  twin-turbo  diesel 
engine,  and  controlled  by  a  ^X)  gal- 
lon hydraulic  fluid  system,  Ro- 
bosaurus required  some  of  Parker's 
most  advanced  components  in  order 


to  replicate  the  menacing  action  of 
the  original  Tyrannosaurus. 

The  jaws  alone  proved  an  engi- 
neering challenge.  Their  elongated 
reptilian  design  provided  little  lever- 
age and  no  mechanical  advantage. 
But  they  still  needed  to  exert  15,000 
to  20,000  pounds  of  precision  force. 


tems  for  Robosaurus.  The  Company 
utilizes  the  same  technologies  that 
brought  Robosaurus  to  life  in  a  great 
many  useful,  productive  applica- 
tions-from  factory  automation  and 
robotics,  to  aviation  and  marine  ap- 
plications, to  farm  and  construction 
machinery  of  all  kinds. 


TRAVELING  ROBOSAURUS 


HYDRAULICALLYOPERATED 
LOCKING  MECHANISMS 


MECHANICAL 

STOP  PILOT 

COMPARTMENT 


t 


LIFTABLE  WHEELSET  FOR  MANEUVERABILITY 
DURING  SHOWS  ONLY 


PAW  LIFTS  FOR 
ROAD  CLEARANCE 


Parker  Hannifin's  Fluidpovver 
Group  came  up  with  the  solution. 
Working  closely  with  Malewicki  and 
his  people,  Parker  engineers  designed 
an  ingenious  turnkey  system  of  com- 
ponents that  included  cylinders,  fil- 
tration systems,  control  valves, 
pumps,  motors,  hoses,  fittings,  and 
seals.  The  result?  Robosaurus  can 
adeptly  scoop  up  a  car,  hold  it  firm- 
ly, and  then  crunch  it  in  its  jaws  be- 
fore tossing  It  to  the  grt>und. 

"In  essence,  Parker's  engineers 
became  a  part  of  our  design  team," 
says  Malewicki.  "They  understoiul 
our  mission  in  making  Robt»saurus 
an  entertainment  and  engineering 
marvel.  They  realized  our  needs  in 
terms  of  safety,  reliability,  appear- 
ance, and  profitability.  With  creativi- 
ty and  dedication,  they  wiirked  hard 
to  make  our  dream  work." 

Parker  does  a  good  deal  nu>re 
than  provide  unique  tluidpower  svs- 


The  type  of  partnership  em- 
ployed to  develop  Robosaurus  is  the 
driving  force  behind  Parker  Han- 
nifin's worldwide  pre-eminence  in 
motu)n-control  components  and  sys- 
tems. With  more  than  SOO  product 
lines  for  hydraulic,  pneumatic,  and 
electromechanical  applications  in 
some  1,200  industrial  and  aerospace 
markets.  Parker  operates  200  manu- 
facturing plants  and  administrative 
lUhces.  In  additii>n,  the  Company 
supports  more  than  4,500  distribu- 
tors serving  more  than  258.000  cus- 
tomers in  every  corner  of  the  world. 

Numbers  aside.  h«>wever.  it's  the 
meshmg  of  customer  service,  techno- 
logical expertise  and  creative  prob- 
lem-solving that  makes  Parker  com- 
ponents and  systems  the  first  choice 
for  a  wide  range  o\  global  cus- 
ti>mers-from  aircraft  to  machine-tool 
manufacturers,  including  creative  en- 
gineers like  Doug  .\l.'.h:wicki. 
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Some  engineering  challenges  are  real  nwnsters 


Innovative  engineer  Doug  Malewicki 
envisioned  a  unique  and  challenging 
assignment.  With  Parker's  cooperation, 
he  created  a  monster-  an  electrohydro- 
mechanical  monster  named  Robosaurus. 

Robosaurus  demolishes  cars  and 
thrills  auto  extravaganza  crowds. 
He  raises  them  50  feet  from  the 
ground.  He  bites  them  in  half,  rips  off 
their  roofs,  and  crushes  them  in  his 
monster-sized  hands  before  hurling 
the  mangled  carcasses  to  the  ground. 


Getting  this  fire-brealhing,  fully- 
movable,  car-crushing  monster 
operational  called  for  the  contributions 
of  eight  Parker  divisions. 

Parker  engineers  assisted  Malewicki 
and  his  team  in  designing  a  unique 
turnkey  system  of  cylinders,  valves, 
pumps,  motors,  filters,  seals,  hoses, 
and  fittings.  And  Parker's  support 
system  keeps  Robosaurus  in  shape  as 
he  tours  the  world. 

This  type  of  hands-on  involvement 


exemplifies  the  Company's  partner- 
ships with  industrial,  automotive, 
and  aerospace  manufacturers  the  woric 
over  -  partnerships  which  have  helped 
make  Parker  a  $2.45  billion-per-year 
leader  in  the  motion-control  industry. 

For  Parker's  fiscal  I  WO  annual 
report,  write:  Parker  Hannifin 
Corporation,  Dept.  FB-I6A, 
17325  Euclid  Avenue,  Cleveland.  Ohn 
44 1 1 2- 1 290.  For  prixluct  information, 
customers  may  call  l-8(X)-C-PARKEP 


A  partnership  in  vital  technologies 
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Mexico's  Economic  Outlool(  1991-1995 

•  Reduced  budget  deficits. 

•  Conservative  fiscal  policy. 

•  Stable  currency. 

•  Single-digit  inflation. 

•  High  rate  of  GNP  growth. 

•  Strong  balance  of  Payments. 

More  reasons  for  long 
term  investment  in  Mexico 


Duke  Rudman 

Williston  Basin  acres — this  time  at  $5 
an  acre — to  Amerada. 

Impressed  by  the  Williston  deal, 
Rudman 's  father  now  asked  the  son  to 
evaluate  his  oil  deals  for  $15,000  a 
year.  "I  said  I'd  do  it  for  free  if  he'd 
come  visit  me  every  two  weeks,"  says 
Rudman.  "He  walked  out."  The  el- 
der Rudman  died  a  year  later  of  a  heart 
attack. 

In  his  intense  likes — ^women — and 
dislikes — smoking — as  well  as  in  his 
inborn  canniness,  Rudman  is  a  throw- 
back to  the  era  earlier  in  this  century 
when  H.L.  Hunt,  John  Mecom  and 
other  Texas  wildcatters  punched 
holes  where  no  one  else  thought  there 
was  oil.  The  oil  bust  has  crimped  the 
ambition  of  many  independent  oil- 
men. They  focus  now  on  drilling  low- 
risk,  low-potential  wells.  But  Rudman 
is  still  proud  to  be  a  gambler.  "I 
wouldn't  buy  a  proven  deal  if  it  was  a 
dead-gut  cinch.  I  like  50-  to  100-to-l 
shots,"  he  says. 

But  if  he's  a  gambler,  Rudman  is  a 
disciplined  gambler.  He  rarely  takes 
more  than  25%  of  any  particular  well. 
"He  won't  allow  himself  to  fall  in  love 
with  a  deal,"  says  John  Aubrey,  presi- 
dent of  Houston-based  oil  prospector 
Tepco  Inc.  He  makes  his  picks  in 
tandem  with  his  geologist  of  32  years, 
James  Trimble.  Together  they  evalu- 
ate some  1,100  drilling  prospects  a 
year,  from  which  they  pick  the  40  or 
50  they  think  show  the  best 
risk/reward  profiles. 

They  choose  well.  Rudman's  gam- 
bles succeed  more  than  1  time  in  4 — a 
high  score  for  risky  wells  where  the 
usual  success  ratio  is  1  in  15.  With  no 
debt,  low  costs  and  his  high  success 
ratio,  Rudman  can  make  good  money 
even  at  today's  low  oil  and  gas  prices. 

Rudman  tends  to  work  with  part- 
ners— notably  Tepco  and  Paramount 
Petroleum — that  have  proved  them- 
selves as  oil  finders.  He  has  no  trouble 
coming  up  with  his  share  of  the  fi- 
nancing. Thanks  to  some  almost  un 
cannily  smart  timing,  he  is  highly 
liquid. 

Here's  how  he  became  so  liquid.  In 
1980,  near  the  peak  of  the  last  oil 
boom,  he  visited  Kuropc  and  the 
Middle  East  and  found  that  caide- 
scllcrs  were  slipping  extra  oil  under 
the  table  rather  than  lowering  their 
nominal  $36-a-barrel  price.  With  that 
evidence   that   oil   was   becomiim   a 


buyer's  market,  he  returned  home 
and  sold  almost  all  the  reserves  he  had 
accumulated.  They  brought  in  $157 
million.  Those  same  reserves  would 
fetch  maybe  one -third  of  that  today. 
The  buyer,  Petro-Lewis  Corp.,  nearly 
went  bankrupt  and  was  bought  by 
another  company. 

From  the  proceeds,  Rudman  paid 
$41  million  in  taxes  and  socked  the 
rest  into  Treasury  bills.  He  finances 
his  new  drilling  ventures  entirely  with 
the  cash  income  from  his  Treasurys 
and  from  present  oil  and  gas  produc- 
tion. Thus  if  all  the  deals  were  to  go 
bad  in  one  year,  he  still  would  have  his 
principal;  only  a  year's  interest  is 
gone.  Since  1981  Rudman  has  accu- 
mulated as  much  oil  and  gas  as  he  sold 
in  1981. 


Rudman's  Williston 
Basin  acreage  made 
him  seriously  wealthy 
in  1951  when  what  is 
now  Amerada  Hess 
drilled  the  discovery 
well  that  opened 
a  huge  hydrocarbon 
basin.  "It  took 
me  out  of  the 
jerk  class,"  he  says. 


Perhaps  because  he  was  scarred  by 
his  father's  attitude,  Rudman  is  more 
generous  with  his  own  son.  Wolfe 
Rudman  shares  with  three  other  exec- 
utives 20%  of  the  firm's  profits.  (An- 
other son,  Michael,  has  wandered  tar 
from  oil  territor>';  he  works  as  a  theat- 
rical director  in  London.) 

For  an  elderly  man  worth  nearly  a 
quarter  of  a  billion  dollars,  Rudman 
has  few  extras  agances  beyond  his 
wardrobe,  a  chauffeured  Lincoln  lim- 
ousine and  the  three  months  he 
spends  abroad  each  year. 

With  his  N\ifc  of  56  years,  Jose- 
phine, Rudman  still  lives  in  that  house 
that  the  bank  threatened  to  foreclose 
on  40  years  ago.  He  keeps  a  strict 
regimen  of  calisthenics,  aerobic  exer- 
cise and  macrobiotic  diet;  Rudman  is 
still  vigorous.  His  mother  died  two 
years  ago  at  age  101.  "I'm  going  to 
live  to  120,"  he  vows  with  a  wink, 
"\\nd  get  shot  by  a  jealous  husband." 
C^nc  place  he'll  never  find  himself  is  in 
bankruptcy  ci>urt.  ^ 
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THE     ONLY 
YARDSTICK     THAT 
COUNTS. 


Much  has  been  written  about  various  ways 

to  measure  corporate  performance.  But  over  the  years,  the 

odds-on  favorite  would  have  to  be  earnings. 

We  think  that  a  focus  on  earnings  misses 
a  much  more  relevant  factor 

Free  cash  flow. 

And  once  again,  we  expect  ours  to  remain  strong. 
Extremely  strong.  In  fact,  in  a  year  when  business  has  certainly 

not  been  booming,  our  free  cash  flow  will  run  close  to 

$1  biUion.  And  we  expect  that  number  to  average  substantially 

more  in  the  coming  years. 

And  the  point? 

Cash,  not  earnings,  has  put  us  on  the  fast  track  to  debt  reduction. 

In  fact,  between  cash  from  c^erations  and  the  sales  of 

certain  non-strategic  assets,  we're  well  ahead  of  schedule.  Which 

means  we're  adding  economic  value  to  the  company 

more  quickly  than  many  thought  we  could. 

To  be  sure,  there  are  as  many  opinions  on  the  subject 

of  how  best  to  judge  value  as  there  are  people  to  pen  them. 

But  we  think  we'll  stick  with  cash.  It  sure  works  for  us. 

And  we  think  it  works  for  our  shareholders. 


Georgia-Ricific 
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If  parts  of  your  backyard  are  a  bit  soggy  after 

a  heavy  rain,  watch  out!  According  to  current  EPA  regulations, 

it's  wetland  and  you  better  not  disturb  it. 

The  strange  case 
of  the  glancing  geese 


By  Warren  Brookes 

In  early  August,  amidst  outcries 
from  professional  environmentalists, 
the  Bush  Administration  moved  to  lift 
some  of  the  more  onerous  property 
restrictions  imposed  by  its  own  Envi- 
ronmental Protection  Agency.  Earli- 
er, on  June  12,  property  rights  won 
another  victory.  After  hours  of  acri- 
monious debate,  the  Senate  voted  55 
to  44  to  tack  on  a  very  powerftil 
amendment  to  a  highway  funding 
bill.  Called  the  Private  Property 
Rights  Act,  the  amendment  seeks  to 
restore  some  of  the  sanctity  of  private 
property  that  has  eroded  in  recent 
years  in  the  U.S. 

If  the  amendment  passes  in  the 
House  of  Representatives  as  well,  it 
will  require  the  government  to  be  a 
litde  less  cavalier  with  its  environmen- 
tal regulations.  When  the  authorities 
issue  rules  that  damage  property  val- 
ues, they  must  at  least  consider  treat- 
ing the  rules  as  a  "taking"  under  the 
Constitution.  If  a  taking  there  is,  the 
property  owner  would  be  compensat- 
ed— just  as  he  would  be  if  the  govern- 
ment took  his  land  outright. 

The  conflict  between  private  prop- 
erty rights  and  governmental  power 
goes  back  a  long  way — as  evidenced 
by  the  attention  that  the  founding 
fathers  paid  to  it.  The  writers  of  the 
(Constitution  declared  in  the  Fifth 
Amendment  that  "private  property 
[shall  not]  be  taken  for  public  use 
without  just  compensation." 

For  the  first  centur)'  this  limitation 
on  governmental  power  was  the  law, 
it  wasn't  the  subject  of  iiuich  debate. 
If  the  government  needed  land  for  a 
garrison  or  a  prison,  it  might  ct)mpel 
an  owner  to  sell,  but  the  owner  got 
paid,  rhc  only  issue  was  how  much. 
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Peggy  Reigle  of  the  Fairness  to  Land  Owners  Committee 

"We  will  not  accept  government  taking  our  land  wWMNit  just  compensation." 
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Then,  beginning  around  the  turn 

)f  the  ccntur\',  battles  over  land-use 

ontrols  landed  in  court.  A  landowner 

night  be  prohibited  from  putting  up 

slaughterhouse  where  he  wanted, 

est  the  smells  and  noise  and  blood 

)ffend   neighbors   and    lessen    their 

iropert\'  values.  Was  such  a  restriction 

taking  of  private  property?  In  most 

:ases,  the  courts  said  no.  Your  right  to 

;o  into  the  fat-rendering  business  or 

rcct  a  20-stor\'  apartment  building 

lashes  with  my  right  to  clean  air  or 

>unlight.  And  so  a  zoning  law  that 

.iccrees  where  factories  or  tall  build - 

ngs  can  go  doesn't  amount  to  a 

confiscation  of  private  propert)',  even 

■^ hough  it  might  make  some  property' 

)wners  poorer.  If  there  was  an  erosion 

:)f  propert)'  rights,  few  people  objcct- 

d.  The  restrictions  were  sensible  and 

hardly  onerous. 

So  it  went  in  the  courts — zoning 
laws  were  almost  always  upheld.  But 
governments  can  go  only  so  far  with 
their  restrictions,  and  California 
crossed  the  line.  In  a  1987  Supreme 
C>ourt  case,  Nollan  v.  California 
Coastal  Zone  Commission,  the  Court 
ruled  that  the  state's  attempt  to  con- 
dition a  building  permit  on  a  property 
owner's  granting  of  access  to  a  public 
beach  was  a  taking  and  required  com- 


pensation. It  was  a  turning  point  for  a 
court  system  that  had  for  a  long  time 
been  much  more  protective  of  politi- 
cal liberties  than  of  propert\  rights. 
The  justices  said,  in  eflect:  If  Califor- 
nia wants  more  public  beaches,  it 
should  buy  the  land  it  needs,  not  just 
take  it. 

The  ancient  contro\  ersy  has  taken  a 
dramatic  new  turn  with  the  rise  of 
environmentalism  in  recent  years. 
With  wetlands  rules  and  endangered 
species  protection,  the  federal  gov- 
ernment is  in  the  business  of  land- use 
control.  So  the  old  question  again 
arises:  When  does  regulation  amount 
to  confiscation?  If  your  waterfront 
parcel  is  ecologically  precious,  can 
the  government  simply  declare  it 
unbuildable?  Or  must  it  appropriate 
the  mone^'  to  buy  you  out.'  If  the 
government  wants  to  preserxe  a  spe- 
cies of  owl,  can  it  tell  an  owner 
of  timberland  that  he  can't  touch 
the  trees  he  owns.'  Or  must  it  buy 
him  out.' 

The  Senate  bill  requires  federal 
agencies  to  assess  the  regulations  a 
second  time  before  regulating  a  prop- 
ert)'  to  the  point  of  uselessness.  There 
is  nothing  antienvironmental  in  the 
bill.  It  puts  no  limits  on  environmen- 
tal protection  measures.  Rut  it  does 


impose  a  cost.  It  would  simply  require 
the  government  to  compensate  prop- 
erty' owners  for  a  significant  loss  they 
incur  from  environmental  restrictions 
imposed  upon  their  propert) . 

(Consider  what  happened  in  1988 
in  Rixerside  Count\',  Calif  The  U.S. 
Fish  &  Wildlife  Service  declared  the 
Stephen's  kangaroo  rat  an  endan- 
gered species.  The  result:  Riverside 
Count>'  and  local  cities  set  aside 
80,000  acres  as  wildlife  preser\es. 
Where  the  money  would  come  from 
was  not  the  Fish  &  Wildlife  Serx'ice's 
problem.  As  then  F\vs  Field  Super\i- 
sor  Nancy  Kaufman  told  the  Wash- 
in^toii  Post,  'T'm  not  required  by  law 
to  analyze  the  housing  price  aspect  for 
the  average  Californian."  If  her  en- 
forcement helped  deprise  lower- in 
come  people  of  housing,  that  was  no 
concern  of  hers.  A  local  government 
agencN'  financed  the  preser\es  with  a 
fee  of  51,950  imposed  on  even'  acre 
developed  in  the  county.  Up  went  the 
price  of  housing. 

But  under  the  new  Private  Property 
Rights  Act,  bureaucrats  like  Kaufman 
will  have  to  consider  the  cost.  The 
proposed  law  codifies  an  executive 
order  issued  in  1988  by  President 
Reagan.  This  order  required  ever\' 
federal  agency  to  assess  in  ad\  ance  the 


Dry  county 

84,000  acres  of  wetlands. 


Wet  cour^'v 

The  swamps  grew  to  259,000  acres. 
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impact  of  any  regulation  or  sanction 
on  property  values,  to  determine 
whether  that  impact  constitutes  a  tak- 
ing under  law,  and  to  seek  to  avoid 
such  impacts.  The  potential  for  sub- 
stantial monetan'  impact  was  borne 
out  by  a  series  of  recent  court  deci- 
sions. In  the  U.S.  Claims  Court  in 
1990  and  1991,  Judge  Loren  Smith 
awarded  S64  million  plus  interest  to 
property  owners  injured  by  such  envi- 
ronmental sanctions. 

The  Senate  bill  has  some  profes- 
sional environmentalists  up  in  arms.  If 
each  of  their  efforts  to  protect  "biodi- 
versity" carries  a  price  tag,  the  terms 
of  the  debate  shift  in  ways  they  do  not 
like.  It  will  no  longer  be:  Should  we 
protect  the  spotted  owl.^  It  becomes: 
How  much  are  we  willing  to  spend  to 
protect  the  spotted  owl.^ 

A  setback  for  the  environment? 
Not  at  all.  If  the  Pri\'ate  Propertv' 
Rights  Act  passes  the  House  of  Repre- 
sentatives, people  will  continue  to 
look  to  the  government  to  protect  the 
environment.  However,  the  bill  will 
serve  notice  on  the  extreme  environ- 
mentalists that  Americans  are  not 
willing  to  give  them  a  license  to  ig- 
nore property  rights  in  the  guise  of 
protecting  biodiversity'. 

When  the  final  Senate  vote  was 
tallied,  the  environmental  groups  and 
their  numerous  representatives  on  the 
staff's  of  U.S.  senators  were  lined  up  at 
the  back  of  the  Senate  Chamber,  visi- 
bly stunned  at  the  suddenness  and 
magnitude  of  their  defeat.  It  was  a 
complete  reversal  in  just  nine  months 
of  the  defeat — by  nine  votes — of  a 
similar  provision. 

It  was  a  bitter  pill  for  Senate  Major- 
it)'  Leader  George  Mitchell  (D-Me.), 
who  wound  up  the  debate  with  an 
impassioned  cr>'  that  this  bill,  like 
Reagan's  executive  order,  sought  "to 
undermine  regulatory  protection  bv 
chilling  agency  action."  But  his  mo- 
tion to  table  the  bill  was  shot  down  by 
17  Democrats  who  teamed  with  38 
Republicans  to  hand  environmental 
extremists  the  biggest  legislative  de- 
feat in  their  hist<)r\'.  The  tact  that  17 
Democrats  did  vote  for  the  Private 
Propert\'  Rights  Act  may  demonstrate 
the  rising  political  backlash  against 
the  extremes  of  the  green  lobby. 

Ironically,  this  setback  had  its  roots 
in  what  had  looked  like  a  major  \ic 
tor\  for  the  greens.  In  1988  presidcn 
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tial  candidate  George  Bush  pledged 
"no  net  loss  in  wedands."  But  on 
taking  office,  Bush  faced  the  conse- 
quences of  his  statement.  When  the 
government  enlarged  the  definition 
of  "wedands,"  Bush  met  angr\'  pro- 
test from  traditional  Republican  con- 
stituencies, farmers,  businesses,  real 
estate  developers,  landowners  and  lo- 
cal governments. 

What  caused  the  backlash  was  not 
the  statement  itself  but  an  act  of 


marshes,  bogs,  swamps  and  lo\\lanc 
for  conversion  to  active  farming  an 
commercial  and  residential  develop 
ment.  The  ep.\  claims  this  has  dt^ 
stroyed  over  half  of  all  U.S.  wei 
lands — or  more  than  100  millio 
acres.  But  how  to  protect  the  wei 
lands?  Reilly  gave  his  answer  long  age 
As  executive  director  of  Lauranc, 
Rockefeller's  Task  Force  on  Land  Us 
and  Urban  Growth,  he  helped  writ 
The  Use  of  Land:  A  Citizens'  Police 


EPA  chief  William  Reilly 

"Loss  in  land  value  is  no  justification  for  invalidating  regulation  of  land  use." 


bureaucratic  high-handedness  appar- 
entiy  encouraged  by  Bush's  pledge. 
This  took  the  form  of  the  1989  Feder- 
al Manual  for  Idetttifyinjj  and  Delin- 
eating Jurisdictional  Wetlatids,  which 
extended  federal  jurisdiction  over 
some  100  million  additional  acres  of 
property',  most  of  it  privately  owned. 
What  outraged  so  many  people  was 
that  most  of  the  newly  restricted  land 
had  onh'  the  remotest  connection 
with  water. 

Why  did  the  bureaucracy  get  so  out 
of  hand?  When  President  Bush  ap 
pointed  William  Reilly  to  head  the 
Environmental  Protection  Agency, 
Bush  confirmed  the  Washington  ad- 
age that  "personnel  is  policy."  He 
had  selected  one  t>f  the  most  commit- 
ted land  use  planners  in  the  environ 
mental  movement. 

No  questitMi,  there  was  and  is  a  real 
need  to  arrest  the  U)ng  term  trend  o\ 
draining      and       filling      wetlands. 


Guide  to  Urban  Growth.  It  laid  ou< 
many  of  the  premises  for  using  bio 
logical  diversity-  as  a  rationale  for  lim 
iting  the  two  betes  noires  of  emiron; 
mentalism:  single -family  housing  ex., 
pansion  and  commercial  agriculture 
It  noted  that  land  use  could  be  re 
stricted  at  no  cost  to  the  government; 
through  jurisdictional  control. 

Reilly's  appointment  as  EPA  admin  4 
istrator  coincided  with  the  early  198Si  ^ 
release  of  the  new  manual,  which,  tr 
attempting  to  define  "wetlands,"  c\ 
tended  the  reach  of  the  1972  Cleai 
Water  Act.  That  manual  asscrtci 
"jurisdiction"  (requiring  federal  per 
mits)  well  be\(^nd  traditional  marshc 
and  bogs.  It  extended  it  to  cover  an 
land  with  "hydric  soils"  or  "hydro 
phytic  \egeiation.'*  In  plain  English 
that  is  land  showing  evidence  of  peri 
i>dic  saturation  or  containing  plants 
such  as  cattails,  that  arc  characteristu 
i>f  wetlands.  A  third  criterion  dcfinec 
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^  s  "wetland"  land  where  there  is  even 
^  .  hint  of  water  down  to  18  inches 
"1  lelow  the  ground  for  seven  consecu- 

*  ive  days  of  the  growing  season.  Un- 
^^^  ler  the  August  proposal,  some  of 
^  hose  criteria  were  softened.  Most 
"^  mportant,  the  length  of  time  a  wet- 
^  and  must  be  saturated  would  be  in- 

*  rreased  to  2 1  consecutive  days  of  the 
^>  growing  season. 

^  One  of  the  areas  hardest  hit  by  the 
''*  989  rules  was  Marvland's  Dorches- 
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Jurisdictional  Wetlands 
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Bureaucratic  swamp? 


r  County  (see  map,  p.  105).  Previ- 
)i.isly  some  275,000  acres  of  private- 


owned  land  in  Maryland  had  been 
Jassified  as  wetland.  With  the  1989 
lunual,  the  figure  topped  1  million 
acres.  This  meant  that  the  govern- 
ment suddenly  sanctioned  740,000 
additional  acres  against  filling  or  oth- 
er disturbance,  unless  specifically 
-  permitted  by  the  Army  Corps  of  En- 

igineers,  with  the  HPA  and  Fws  exercis- 
ing virtual  veto  power.  Under  the 
1^  new  proposal,  the  amount  of  wet- 
lands would  still  increase,  but  by  less 
than  the  740,000  acres.  The  1989 
manual,  however,  remains  the  law  of 

I  the  land.  The  revisions  would  be 
unlikely  to  go  into  effect  before  early 
1992.  The  permitting  process  itself 
remains  a  bureaucratic  swamp. 

This  outraged  Margaret  Ann  Rci 
gle,  who  had  retired  from  her  job  as 
vice   president   of  finance   at   New 
York's  Daily  News.  With  her  hus 


band,  C.  Charles  Jowaiszas,  a  retired 
Columbia  Pictures  vice  president, 
Peggy  Reigle  moved  to  Cambridge, 
in  Dorchester  County,  to  raise  flow- 
ers and  enjoy  life.  As  a  retirement 
investment  the  couple  had  bought  a 
138-acre  abandoned  farm  that  they 
planned  to  subdivide  into  10-acre 
lots.  Within  months,  however,  Rei- 
gle was  out  of  retirement  and  at  war 
with  the  federal  government. 

Reigle's  war  started  after  she  heard 
what  the  new  definitions  had  done  to 
an  elderly  neighbor.  The  neighbor 
had  been  informed  that  under  the 
new  rules,  her  property  was  classified 
as  nontidal  wetlands  and  therefore 
could  not  be  developed.  The  neigh- 
bor had  been  counting  on  proceeds 
from  land  sales  to  build  a  new  home. 

In  May  1990  Pegg\'  Reigle  wrote 
an  angry  letter  to  President  Bush 
(one  of  thousands  like  it  received  by 
the  White  House).  When  local  pa- 
pers reprinted  the  letter,  Reigle  was 
besieged  by  calls  from  others  like  her, 
outraged  by  the  new  policy.  She 
formed  the  Fairness  to  Land  Owners 
Committee;  in  rsvo  weeks  it  signed 
up  some  2,000  citizens  and  now 
boasts  a  membership  of  over  6,000 
Marylanders  and  2,500  from  other 
states.  Its  credo:  "We  will  not  accept 
the  government's  taking  our  land 
without  just  compensation."  The 
grass-roots  backlash  against  federal 
wetlands  imperialism  was  under  way. 
And  soon  Congress  was  paying  heed. 

In  Januar\'  and  February  Repre- 
sentative John  LaFalce  (D-N.Y.), 
chairman  of  the  House  Small  Busi- 
ness Committee,  held  hearings. 
Builders,  realtors,  national  and  local 
oftkials  and  developers  shared  stories 
about  the  quagmire  of  wetlands  reg- 
ulations. The  town  super\isor  of 
Wheatfield,  in  Niagara  Count)', 
N.Y.,  told  LaFalce  that  if  the  Corps 
issued  permits  based  on  the  1989 
manual,  "areas  like  Niagara  Count>' 
will  be  deprived  of  approximately 
65%  of  the  remaining  developmental 
propcrt)'."  David  Brody,  attorney  for 
the  Niagara  Frontier  Builders  Associ 
ation,  said  the  manual's  implementa 
tion,  along  with  other  problems, 
would  result  in  "a  35%  reduction  in 
new  home  starts  in  Niagara  and  Erie 
counties  in  1991 ."  After  the  hearings 
LaFalce  sent  President  Bush  a  letter 
"to  alert   [him]  to  the  regulator)- 


travesty  currently  masquerading  as 
federal  wetlands  policy." 

In  Hampton,  V^a.,  meanwhile, 
Thomas  Nelson  Community  Col- 
lege had  made  a  routine  request  for  a 
Corps  check  of  a  proposed  40 -acre 
site  for  its  new  sports  complex.  The 
result  was  a  finding  of 'hydric  soils" 
and  "wetlands"  at  the  college.  Simi- 
lar findings  could,  in  a  cascade  of 
regulator)'  mayhem,  threaten  the  38- 
acre  Nelson  Farms  subdivision,  the 
800-home,  133-acre  Michael's 
Woods  subdivision,  the  300  acre 
Hampton  Roads  Center  office  park, 
and  a  600-home  Hampton  Woods 
subdivision.  As  Hampton  Mayor 
James  Eason  told  the  local  Daily 
Press.,  "It's  ver)'  scar)'.  It's  conceiv- 
able it  could  halt  all  development  in 
the  cit)'  of  Hampton." 

This  quagmire  trapped  even  some 
of  the  most  obvious  candidates  for 
permits,  such  as  Richard  Adamski. 
This  retired  state  trooper  from  Balti- 
more had  invested  $16,500  in  a 
building  lot  in  the  midst  of  a  devel- 
oped residential  area  in  a  hamlet  in 
Dorchester  Count)'  only  to  be  told 
the  0.7-acre  lot  was  "nontidal  wet- 
lands." Although  he  wanted  to  fill 
only  an  eighth  of  an  acre  to  build  a 
retirement  home,  the  U.S.  Fish  & 
Wildlife  Ser\'ice  recommended  deni- 
al of  his  application. 

Eventually  the  Corps  did  issue  a 
permit  to  fill  the  sliver  of  land,  but 
only  if  "the  permittee  shall  mitigate 
at  a  2:1  ratio  for  wetlands  losses  by 
constructing  0.25  acres  of  wooded 
nontidal  wetlands."  In  other  words, 
Adamski  had  to  find  someone  willing 
to  sell  him  a  permanent  "easement" 
on  tvvice  as  much  land.  No  takers  yet; 
Adamski  remains  in  limbo.  Yet  when 
I  walked  through  the  wettest  of  these 
mostly  wooded  ''wetlands"  last  April 
(the  wettest  season),  my  dress  shtx-s 
emerged  pristinely  unmuddied. 

As  the  outrage  over  his  high  hand 
ed  policies  mounted,  Reilly  had  to 
beat  a  strategic  retreat.  On  Mar.  7  he 
admitted  to  the  prestigious  Ameri- 
can Farmland  Trust:  "We  suddenly 
found  ourselves  in  the  center  of  a 
maelstrom.  FAer)Avhere  I  traveled  I 
heard  a  local  wetlands  horror  siorv' — 
not  just  from  farmers,  but  from  de- 
velopers and  respected  political  lead 
ers."  He  suggested  that  the  entire 
process  had  gotten  out  of  hand. 
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But  tell  that  to  William  Ellen,  a 
successful  and  respected  Virginia  ma- 
rine engineer  who  is  now  appealing  a 
prison  term  and  a  large  fine  for  having 
"filled"  more  than  15  acres  of  Eastern 
Shore  "nontidal  wetlands"  when  he 
bulldozed  these  seemingly  dry  and 
forested  acres  to  create  large  nesting 
ponds  for  ducks  and  geese  as  well  as  a 
management  complex. 

Ellen  was  working  on  a  project  for 
Paul  Tudor  Jones  II,  the  high-flying 
fiitures  trader  (see  p.  184)  who  in 
August  1987  had  bought  3,200  acres 
in  Dorchester  County,  very  close 
to  the  Blackwater  Wildlife  Refijge. 
Jones'  idea  was  to  create  a  combina- 
tion hunting  and  conservation  pre- 
serve as  well  as  a  showplace  estate. 
The  centerpiece  of  the  project  is  a 
1 03 -acre  wildlife  sanctuary  developed 
with  the  assistance  of  the  Maryland 
Department  of  Natural  Resources. 
This  sanctuary  includes  ponds,  shrub 
swamps,  food  plants  and  grassland 
plots  all  designed  to  attract  geese, 
ducks  and  other  migrating  waterfowl. 

In  May  1990  Jones  suddenly  plead- 
ed guilty  to  one  misdemeanor  related 
to  negligent  filling  of  wedands,  agree- 
ing to  pay  $1  million  to  the  National 
Fish  &  Wildlife  Foundation  to  help 
the  Blackwater  Refiige,  plus  a  $1  mil- 
lion fine.  The  plea  allowed  Jones  to 
avoid  a  costly  and  debilitating  trial, 
and  possibly  even  a  jail  term  and  the 
loss  of  his  trading  license.  However, 
no  such  deal  was  aflbrded  Bill  Ellen, 
himself  a  well-known  conservationist 
who,  with  his  wife,  runs  a  rescue/re- 
hab mission  for  injured  wildlife  and 
waterfowl. 

How  could  Ellen  be  prosecuted  for 
converting  land  that  was  so  dry  water- 
spraying  had  to  be  used  as  a  dust 
suppressant  during  bulldozing  into 
large  nesting  ponds  for  waterfowl.' 
That  question  disturbed  trial  judge 
Frederic  Smalkin  at  the  U.S.  District 
(xHirt  in  Baltimore,  and  the  answer  he 
got  was  bizarre. 

Prosecution  witness  Charles 
Rhodes,  one  ofthc  Kiw's  top  scientists 
on  wetlands,  said  that  even  though 
the  forested  "wetlands"  had  been 
replaced  by  new  ponds,  the  ecology 
was  suppo.sedly  worse  oil. 

Why?   The  problem  was  bird  shit 
"The  sanctu.\r>'  pond  is  designed  to 
have  a  large  concentration  of  wnier 
fowl,  and  before  the  restoration  plan 


Conservationist  Bill  Ellen 

Guilty  as  charged:  too  many  goose  droppings. 


was  implemented,  all  that  fecal  mate- 
rial [from  the  ducks  and  geese]  was 
geared  to  be  discharged  right  into  the 
wetlands,  whereas  now  it  is  actually 
designed  to  go  through  like  a  treat- 
ment system  through  the  wetlands. 
So  that  would  ha\'e  been  a  ncgati\c 
impact,  a  water  quality  impact."  In 
other  words,  the  bird  droppings,  in- 
stead of  staying  in  one  place,  would  be 
spread  over  a  wider  area. 

To  which  Judge  Smalkin  respond- 
ed incredulously:  "Are  you  saying 
that  there  is  pollution  from  ducks, 
from  having  waterfowl  on  a  pond, 
that  that  pollutes  the  water.'"  Incredi 
bly,  a  jur\'  convicted  Ellen  on  five 
counts  of  fillini;  wetlands.  But  U.S. 
Attorney  Breckinridge  Willcox  said 
Ellen's  conviction  sends  "a  clear  mes- 
sage that  environmental  criminals 
will,  in  fact,  ^o  tt>  jail."  The  prosecu 
tion  asked  the  court  for  a  pri.son  term 


of  27  to  33  months,  but  Judge  Smal- 
kin sentenced  Bill  Ellen  to  six  months 
in  jail  and  four  months  of  home 
detention. 

These  examples  of  federal  wedands 
polic>'  as  practiced  in  the  early  years  of 
the  Bush  Administration  are  a  case  of 
a  bureaucracN'  run  amok.  In  tact,  there 
is  little  law  tcnlav  that  pro\ides  due- 
process  federal  jurisdictii^n  over  wet 
lands.  There  is  only  the  Fotxl  Sccurit> 
Act  of  1985,  w  hich  asserts  juri.sdiction 
over  those  farmlands  under  federal 
subsidy  programs.  But  farmers  may 
remme   that   juri.sdiction  by  taking 
their  land  out  ofthc  pri>grams. 

C^then\ise,  the  wetlands  pri>gram  is 
ven  largely  a  contrivance  of  federal 
bureaucrats,  .sometimes  w  orking  with 
friendly  courts  to  expand  Section  404 
ofthc  C^ean  Water  Act.  Yet  this  act 
makes  no  mention  i>f  "wetlands"  and 
is  designed  ti>  regulate  onlv  direct 
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dumping  into  and  pollution  of  the 
nation's  "navigable  waters,"  rivers, 
harbors,  canals,  etc. 

In  a  1975  decision  (Natural  Re- 
sources Defense  Council  v. 
Callaway),  a  Washington,  D.C.  dis- 
trict judge  ruled  that  federal  jurisdic- 
tion applied  beyond  navigable  waters 
to  any  wetlands  that  might  remotely 
feed  into  such  rivers  and  harbors.  But 
even  that  did  not  cover  "isolated  wet- 
lands" with  no  connection  to  "navi- 
gable waters" — like  the  puddles  in 
your  backyard  after  a  hea\y  rain.  Nev- 
ertheless, since  1975,  jurisdiction  has 
been  expanded  entirely  by  fiat  and 
court  interpretation  to  cover  that  def- 
inition in  the  kpa  manual — water  18 
inches  down. 

The  fig  leaf  for  this  judicial  and 
executive  imperialism  is  Article  1 ,  Sec- 
tion 8,  paragraph  3,  of  the  Constitu- 
tion, which  gives  Congress  the  right 


"to  regulate  commerce  .  .  .  among 
the  several  states."  To  assert  this  pow- 
er on  isolated  and  local  wetlands,  the 
EPA  and  the  Army  Corps  of  Engineers 
engaged  in  such  creative  flights  of 
fancy  as  declaring  ducks  and  geese 
"interstate  waterfowl."  This  led  to 
what  some  call  the  "glancing  goose 
test,"  which  determines  that  an  area  is 
a  wetland  if  an  interstate  goose  pauses 
to  consider  it. 

In  a  brutal  display  of  naked  power, 
the  EPA  and  the  Department  of  the 
Army  plunged  ahead  in  December  in 
their  "Wetlands  Enforcement  Initia- 
tive," designed  to  bring  24  high- 
visibility  defendants  like  Paul  Tudor 
Jones  to  jusdce.  The  Dec.  12,  1990 
memorandum  asked  all  regional  ad- 
ministrators to  produce  a  "cluster"  of 
new  cases  to  be  announced  in  an  April 
"first  'wave'  of  publicit)'  ...  to  pro- 
vide an  early  deterrent  to  potential 
violations  which  might  otherwise  oc- 
cur during  the  1991  spring  and  sum- 
mer construction  season." 

But  on  Apr.  19  a  high-visibility  case 
blew  up  in  the  government's  face. 
James  Allen  and  Mary  Ann  Moseley, 
Missouri  farmers,  had  built  a  perime- 
ter levee  to  keep  their  Mississippi 
Basin  farm  from  flooding.  The  gov- 
ernment declared  the  area  to  be  wet- 
lands of  the  United  States,  sued  the 
Moseleys  for  violations  of  the  Clean 
Water  Act  and  sought  fines  of 
$25,000  a  day  for  as  long  as  the 
violation  was  in  efi^ect. 

But  the  Moseleys  are  members  of 
the  American  Agriculture  Movement, 
a  progressive  farm  organization  that 
has  joined  the  mainstream  farm 
groups  in  opposing  the  extension  of 
the  definition  of  "wetlands"  and  sup- 
porting the  Private  Property'  Rights 
Act.  aam's  Fayetteville,  Ark.  lawyer, 
John  Arens,  has  a  record  of  beating 
the  government  in  court — and  he  did 
it  again. 

When  Arens  was  not  allowed  to 
bring  in  his  own  "expert  witnesses," 
he  minced  up  the  government  "ex- 
perts" by  demonstrating  the  capri- 
cious nature  of  the  so-called  wetlands 
law.  He  asked  one  kpa  expert  if  it  were 
not  true  that,  were  he  to  play  baseball 
on  a  diamond  built  on  hydric  soils  and 
went  into  the  batter's  box  and  scuffed 
his  cleats,  and  then  knocked  the  re 
suiting  dirt  oft'  them,  back  onto  the 
field,  he  would  be  in  technical  viola- 


tion of  the  Clean  Water  Act? 

"When  he  [the  so-called  expen] 
was  forced  to  answer  yes,  I  looked  at 
the  jur>'  and  I  knew  wc  were  on  our 
way!"  Arens  said.  "But  what  really 
convinced  the  jur\'  the  government 
had  no  case  was  when  it  discovered 
that  the  government  prosecutors  had 
no  law!" 

"While  the  jury  was  deliberating, 
they  kept  sending  out  to  the  judge  for 
copies  of  the  'wetlands  law .'  When 
the  judge  sent  them  federal  regula 
tions,  they  sent  back  and  asked  for  the 
law.  When  the  judge  sent  them  the 
Clean  Water  Act,  and  said  this  was  all 
the  law  he  had  to  give  them,  they  [  the 
jur\']  decided  the  government  had  no 
case  because  it  had  no  jurisdiction." 

More  setbacks  awaited  the  power- 
grabbing  bureaucrats.  In  January' 
1989  then  Assistant  U.S.  Attorney 
General  Stephen  Markman  had  a 
memorandum  prepared  on  a  big  wet- 
lands case  the  Justice  Department  was 
prosecuting.  The  memorandum 
demonstrated,  with  dozens  of  cita- 
tions, the  flimsiness  of  the  govern- 
ment's wetlands  policies,  concluding: 
"The  Corps  and  the  EPA  appear  to 
have  circumvented  the  Constitution's 
requirements  .  .  .  and  the  federal  dis- 
trict and  circuit  courts  have  not  cor- 
rected them."  The  courts  have  appar- 
ently been  paying  attention. 

And  so  the  battle  has  been  joined. 
On  the  one  hand  are  the  wildlife-at- 
any-price  people.  On  the  other,  peo- 
ple who  think  that  environmental  pol- 
icy ought  not  override  property 
rights. 

The  environmental  extremists  have 
made  their  intentions  clear.  In  1975 
poet  Gar\'  Snyder  won  the  Pulitzer 
Prize  for  his  radical  call  for  an  "ulti 
mate  democracy   [in  which j   plants 
and  animals  are  also  people."   He 
wrote  that  they  should  "be  given  a 
place  and  a  voice  in  the  political  dis 
cussions  of  the  humans.  .  .  .  What  wc 
must  find  a  way  to  do  ...  is  incorpo 
rate    the    other   people  .      into    tlu 
councils  of  government.' 

A  few  years  later,  in  1980,  a  leading 
ecologist,  Joseph  Petulla,  said,  "  1  he 
Marine  Mammal  Protection  Act 
[and]  the  Endangered  Species  Ac: 
[embodvj  the  legal  idea  that  a  listed 
nonhunian  resident  of  the  U.S.  is 
guaranteed,  in  a  special  sense,  life  and 
liberrv'." 


Ill 
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e  eye  of  a  bee  is  made  up  of 
)proximately  9,000  facets, 
ich  one  picks  up  a  certain 
)rtion  of  an  image.  These  por- 
ns  combined  result  in  ttie 
mposite  image  whicfi  tfie  bee 
=ts  to  see. 


accessible  to  the  eye.  The  best 
known  application  of  such  image 
conductors  is  in  flexible  endo- 
scopes. They  allow  the  physician  to 
examine  the  body's  inner  organs  - 
and  to  even  operate  on  them  - 
without  major  surgery.  Flexible 
fiberscopes  with  fiber  optics  image 
conductors  also  save  mechanics 
the  trouble  of  having  to  dismantle 
an  entire  assembly. 
Fiber    optics    image    con- 
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are  just  one  example  of 
R&D  achievements, 
emerging     technologies 

on    special    glass    from 


worldwide:    50,000 
production  facilities, 


represented  in  more  than  1 00  coun- 
tries, with  over  $  1,5  billion  in  sales. 

Schott    in    North    America: 

11  companies  employing  more  than 
1.800  people. 


Would  you  like  to  know  more 

about  our  special  glass?  Write  to: 
Schott  Corporation,  Department  F6, 
3  Odell  Plaza.  Yonkers,  NY  10701. 


ra  SCHOTT 

Nobody  knows  more  about  glass. 
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Wetlands 


Road-widening  project  on  Johnny  Mercer  Boulevard  near  Savannah,  Ga. 
The  highway  crew  had  to  fill  4.2  acres  of  wetlands.  In  "mitigation"  of  the  damage, 
the  federal  government  demanded  that  Georgia  dig  up  a  pristine  forest  nearby 
and  turn  it  into  a  swamp. 


Of  course,  the  Constitution  says 
nothing  about  the  rights  of  trees, 
snakes,  owls  and  fish.  Which  may  be 
why,  back  in  1973,  Reilly's  task  force 
essentially  called  for  the  repeal  of  the 
takings  clause  of  the  Fifth  Amend- 
ment: "Many  [judicial]  precedents 
are  anachronistic  now  that  land  is 
coming  to  be  regarded  as  a  basic 
natural  resource  to  be  protected  and 
conserved.  ...  It  is  time  that  the  U.S. 
Supreme  Court  re-examine  its  prece- 
dents that  seem  to  require  a  balancing 
of  public  benefit  against  land  value 
loss  .  .  .  and  declare  that,  when  the 
protection  of  natural,  cultural  or  aes- 
thetic resources  or  the  assurance  of 
orderly  development  are  involved,  a 
mar  loss  in  land  value  is  no  justifica- 
tion for  invaliciatinjj  the  rcpfulation  of 
land  use  |  italics  added  |." 

"A  mere  loss  in  land  value  ..."  In 
that  "mere"  resides  a  philosoph)'  that 
questions  the  values  of  private  proper 
ty  and  individual  freedom.  Rut  after 
years  of  having  things  pretty  much 
their  own  way,  people  who  think  like 
Reilly  are  getting  a  real  fight. 

Idaho   Republican  Ste\c  S\nims, 
who  leads  the  lii;ht  in  the  Senate  for 


the  protection  of  propert)'  rights^ 
says:  "We  should  adopt  a  policy  of  no 
net  loss  of  private  propert}'."  Since 
the  federal  government  already  owns 
some  40%  of  U.S.  land,  Symms  ar- 
gues that  it  ought  to  be  willing  to 
swap  some  of  its  730  million  acres  in 
order  to  obtain  privately  owned  land 
that  is  environmentally  sensitive.  If, 
say,  the  National  Park  Ser\ice  wants 
50,000  acres  to  provide  more  protec- 
tion for  Shenandoah  National  Park, 
it  can  ask  the  Forest  Ser\ice  or  Bu- 
reau of  Land  Management  to  sell  to 
private  citizens  a  like  amount  to  fi- 
nance the  acquisition.  Such  a  policy 
of  no  net  gain  in  federal  lands  was 
introduced  this  summer  in  the 
House  in  legislation  drafted  by  Rep 
resentative  Rill  Rrewster,  Democrat 
from  Oklahoma. 

Do  we  really  want  the  federal  gov 
crnment  owning  e\en  more  of  the 
countr\',  whether  through  outright 
purchase  or  thixnigh  limitatii>ns  on 
land  use?  Free  market  en\iroiunen 
talists  like   R.J.   Smith  of  the  Catt> 
Institute   argue   that   more   govern 
ment  ownership  and  control  wmild 
actuallv  harm  the  environment.  He 


says:  "Ecological  devastation  .  .  .  in- 
variably accompanies  too  much  gov- 
ernment ownership  of  land.  You 
don't  have  to  look  just  to  Eastern 
Europe  for  confirmation.  You  need 
only  examine  the  condition  of  most  of 
the  Bureau  of  Land  Management  in- 
ventor) of  properties,  or  remember 
w  hat  the  Park  Sen  ice  allowed  to  hap- 
pen at  Yellowstone." 

Rut  the  zealots  won't  give  up.  On 
Oct.  I  the  Kiw's  regional  office  in 
Chicago  awarded  a  grant  of  S50,000 
over  three  \ears  to  the  Sierra  CMub's 
local  '\Swamp  Squad,"  which 
amounts  \o  an  unofficial  policing  of 
the  en\  ironment.  Ihese  vigilantes  spy 
on  dcNclopers  and  other  land  and 
propert\  cn\  ners  to  repim  [Potential 
wetland  \iolations.  I'hc  nw  press  re- 
lea.se  quoted  Hale  Br\son,  the  regit>n- 
al  vlirector  t>f  its  water  division:  "This 
grant  will  allow  them  to  continue 
their  valuable  work  in  a  more  vigor 
ous  wav." 

The  Senate  has  served  nt>tice  that  it 
thinks  some  of  this  "valuable  work" 
has  alread\  gone  ttH>  far.  By  all  the 
e\idence,  main  of  the  American  pe<^- 
ple  wt)uld  agree.  ■§ 
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technology  advances, 

it  is  erasing 

traditional  barriers 

between 

historically 

independent  industries." 
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"Task  forces  are  formed 

voluntarily  among  staff  members  with 

innovative  ideas,  and  management  makes  sure 

such  initiatives  are  backed  financially." 


asting  Conunitment 
to  Technology 

"My  congratulations  to  the  people  of  Canon  for  their  vision  and 
commitment  to  the  environment..." 

Speaking  before  Prime  Minister  Brian  Mulroney  and  other  members 
of  the  Canadian  Parliament  during  a  debate  on  environmental  issues 
on  March  7  this  year,  a  Canadian  MP  was  paying  tribute  to  Canon's 
commitment  to  the  environment. 

"Too  often,"  the  MP  continued,  "industry 
gets  a  bad  rap  for  being  the  polluters  of  our 
environment.  It  is  time  to  take  another 
look  because  industry  is  proving  that  technology 
and  the  environment  can  operate  in  harmony." 

Bob  Horner,  MP,  was  referring  to  Canon's 
worldwide  "Clean  Earth  Campaign,"  recently 
launched  in  North  America  to  collect  toner 
cartridges  for  recycling  and  alleviate 
landfill  problems.  The  cartridges  collected 

would  be  shipped  to  Dalian,  China,  ^"""'"  — ^^'"-"'"^  -'"'""•?- 

where  Canon  operates  a  new  cartridge  recycling  plant. 

"This  is  a  significant  initiative,  but  Canon's  commitment  does  not 
stop  there,"  observed  Bob  Horner,  elaborating  that  Canon  USA  would 
donate  $1  for  each  cartridge  collected  to  environmental  agencies. 
An  estimated  10  million  cartridges 
will  be  eligible  for  recycling  in 
North  America  this  year, 
including  1 .4  million  in  Canada. 

The  compliment  from 
Bob  Horner  was  good  news  to 
the  54, ()()()  men  and  women 
who  make  up  the  Canon 
group  around  the  world. 
Especially  pleased  was  Keizo 
Yamaji,  President  of  C:uion  Inc. 
"We  were  ple;Lsantly  surprised 
to  receive  such  positive 
reaction  from  overseas  so 
soon,"  says  Yamaji.  "It  nuikes 
us  very  proud  to  see  our 
:orporate  campaign  attract 
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such  favorable  comments.  It  motivates  us  to  work  even  harder 
to  achieve  harmony  with  the  environment  tlirough  ecology-related 
technologies." 

Known  primarily  for  advanced  technologies  related  to  cameras, 
precision  optical  equipment  and  business  machines,  Canon  has 
recently  announced  an  inaeased  commitment  to  environmental 
protection,  pledging  to  make  "harmony  with  the  environment"  a 
major  corpc-ate  objective. 

Already,  Canon  is  carr\'ing  out  an 
ongoing  campaign  to  completely  phase  out 
chlorofluorocarbons  (CFCs)  from  the 
company's  manufacturing  process  by  1994 
As  part  of  its  ecology-related  R&D  effo 
Canon,  with  an  R&D  staff  numbering  over 
5 ,000  in  Japan  alone  (T  %  of  the  employees  < 
Canon  Inc.),  is  also  currently  working  on 
the  development  of  dean  energ\'  sources 
such  as  solar  cells.  Toward  that  end,  Cano' 
has  set  up  in  the  Kansai  r^on  in  westerr 
Japan  a  new  R&D  center  specifically  for  solar  cell  development  using 
amorphous  silicon  technology  for  copiers. 

"Harmony  with  the  environment"  comes  from  Canons  corporate 
philosophy  of  kyosei,  or  mutually  rewarding  coexistence,  advanced  b) 

Canon  Chairman  RNiizaburo  Kak' 
Since  the  early  19"0s.  Kaku  h: 
steadfastly  maintained  that  no 
corporation  can  hope  to  pro.^ix 
on  its  own  in  our  increasingl) 
btirderiess  world,  iuid  that  ever 
a>ri»ratiiin  h:Ls  a  responsibilit\'  t^| 
attribute  to  the  welfare  of  its 
aimmunity  and  sodet>'  at  large  I 
As  a  a\s-ponsible  glokii       I 
<x)rixiration.'  s;iys  Presidoni      1 
Yamaji.    Canon  must  take  tlie  J 
lead  in  Uie  development  of 
ttvhnologies  that  enable  pei>pk 
to  li\e  harmoniously  wiili  tlie 
eiuimnmenl— which  is  kyom 
with  the  earth." 
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I)r.  Hajime  Mitarai 

Senior  Managing 

and 

Representatii^e  Director 


over  half  a  century,  Canon  has  consistently  pursued 
chnologjcal  excellence,  vigorously  investing  in  research 
id  development.  Today,  thanks  in  large  measure  to  its 
ep  commitment  to  R&D,  Canon  is  an  indisputable  leader  in 

the  manufacture  of 
high-quality  cameras, 
precision  optical 
products  and  sophisti- 
cated office  automa- 
tion equipment. 

Attesting  to  its 
dynamic  R&D  pro- 
gram, for  the  past 
several  years  Canon 
has  consistently  been 
among  the  top  three 
corporations  with  the 
irgest  number  of  patents  registered  in  the  U.S. 

"Canon  has  a  very  firm  commitment  to  R&D," 
ays  Dr.  Hajime  Mitarai,  Senior  Managing  and  Representa- 
ive  Director  of  Canon  Inc.  Dr.  Mitarai  is  in  charge  of 
anon's  research  and  development  activities.  "I  also 
)elieve  Canon  is  far  more  open  than  most  Japanese 
ompanies.  Management  consistently  encourages  a  free 
ow  of  ideas  among  staff.  Task  forces  are  formed 
oluntarily  among  staff  members  with  innovative  ideas, 
ind  management  makes  sure  initiatives  are  backed 
inandally,"  he  says. 
Dr.  Mitarai,  who  has  a  Ph.D.  in  elearical  engineering  and  was 

r  educated  at  MIT  and 

^^  Stanford,  joined  Canon 
>^H  in  1974  as  the  company 
jA.  ^^^^M  ^^  beginning  to  incorpo- 

■'^^^^M  rate  electronic  engineering 
know-how  into  its  camera- 
making  technology.  Dr. 
Mitarai  believes  that 
Canon's  fine  R&D  tradition 
has  helped  the  company 


R&D  expenditure  (USS  millions) 


Canon 's  Central  Research  Center 


achieve  the  superior 


technological  standard  underpinning  its  success.  Canon 
invested  J637  million  in  R&D,  approximately  5.0%  of 
Canon's  consolidated  sales,  in  1990.  and  has  pledged  to 
make  ever  bigger  investments  in  its  R&D  programs. 

Canon's  strong  commitment  to  technology  manifested 
itself  as  early  as  the  late  1960s,  when  the  company  set 
up  its  own  research  center.  It  was  a  bold  step  for  a  firm] 
that  was  grossing  no  more  than  $2.8  million  a  year.  At 
that  time,  no  other  Japanese  camera  manufacturer  had  it 
own  in-house  research  facility'. 

Since  its  establishment,  Canon's  Central  Research  Cent 
has  developed  excellent  electrophotography  technologic 
that  have  made  possible  the  company's  diversification  into| 
business  machines.  "We  tried  everylhing  from  A  to  Z," 
notes  Dr.  Mitarai.  "Eventually,  however,  copier-related 
ideas  worked  very  well,  and  business  machines  are  our 
bread  and  butter  today." 

Dr.  Mitarai  is  also  in  charge  of  Canon's  Optical  Produc 
Operations.  Canon  started  business  with  optical  products,] 
followed  by  equipment  for  semiconductor  manufacture 
and  lenses  for  television  cameras  and  medical  equipment.| 
In  the  field  of  semiconductor  manufacturing  equipment. 
Canon  produces  machines  known  as  steppers  which  prinj 
circuit  patterns  onto  silicon  wafers  to  make  integraied- 
circuit  chips.  As  one  of  the  worid's  leading  suppliers  of 
semiconduaor  manufacturing  equipment.  Canon  is  continuir 
research  into  stepper  technology,  and  paving  the  way  to  commercial 
production  of  the  next  generation  of  64-M  DRAM  chips. 

According  to  Dr.  Mitarai,  morale  at  the  Central  Research  Center  is 
extremely  high.  "Effective  communication  leads  to  sophisticated 
technology,  which  shoud  continue  to  be  the  foundation  of  Canon's 
growth  through  diversification,"  he  says.  "Canon  has  had  many  ups 
and  downs,  and  it  was  always  our 
excellent  technology'  that  enabled 
us  to  bounce  back." 
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"When  developing  a  product, 

we  make  sure  three  basic  requisites  are 

met — that  the  idea  is  original, 

the  hardware  solid, 
and  the  softu'are  excellent." 


Success  Story  for 
Our  Time 

'Luck  is  a  very  important  faaor  in  business  and  our  case  has  been  no 
exception. "  observes  Hiroshi  Tanaka,  Senior  Managing  and  Representative 
Direaor  of  Canon  Inc.  Tanaka  is  in  charge  of  Canons  Business 
vlachines  Operations  and  is  aedited.  together  with  President  Yamaji, 
A'ith  having  direaed  Canon's  successful  diversification  into  business 

machines  centered  on  copiers. 

In  hindsight."  Tanaka 
recollects,  "it  was  fortunate  that 
during  those  days  when  we 
started  working  on  copiers, 
Xerox  was  the  only  copier 
maker  in  the  world  and  held 
some  500  patents,  refusing 
others  access  to  their  closely 

L,  .    ,  guarded  know-how.  So  we 

Htrosbt  Tanaka 
Senior  Managing  simplv  had  to  come  up  with  our 

RepresenmlL  Dir^tor  o^n  Original  tcchnolog)'.  This 

made  us  work  doubly  hard.  I  am 
lot  sure  we  could  have  made  it  were  it  not  for  that  seemingly 
nsurmountable  barrier.  In  retrospea,  we  were  ver\'  formnate  to  have  ' 
iad  to  face  such  an  enormous  challenge." 
,  Canon  developed  the  NP  process  for  plain-paper  copying  as  an 
•Itemative  to  xerography  in  1968.  Since  then,  it  has  continued 
p  advance 
ppying  technology' 
/ith  a  steady 
Itream  of 
nnovative  ideas 
nat  has  ex- 
janded  the  copier 
narket  and  set 
idustry  standards 

'  The  Color  Laser  Copier  (CLQ  set 
lew  standards  for  quality'  full-color 
ilain-paper  copying  when  it  w:ui 
munched  in  198''.  It  was  also  Canon  that 
rst  created  the  market  for  personal 
tpiers  (PCs)  when  it  developed  the 


user-replaceable 
cartridge  concept. 
Canons  ongoing  R&D 
work  on  solar  cells  is 
based  on  amorphous 
silicon  technology' 
developed  for  copiers. 

Canon  is  one  of  the 
worid's  largest  copier 
manufacturers  today. 
Sales  for  copiers 
accounted  for  over  40%  of  the  company's 
consolidated  global  sales  in  1990. 

Canon  had  another  stroke  of  good  luck 
in  1975  when  it  unveiled  its  first  Laser  Beam 
Printers  (LBPs)  at  the  U.S.  National 
Computer  Conference  in  Anaheim.  California. 


.\  Seu    Yurk  copying  sbfjp 
equipped  u-itb  a  Color 
Laser  Copier 


Bv  coincidence. 


IBM  also  introduced  its  laser  beam 
printers,  the  result  of  nearly  ten  yeary" 
of  researdi  and  developraent.  at 
the  conference.  Both  models  ere;;- 
a  great  sensation.  The  onh'  diflferti^; 
was  that,  while  IBMs  were 
normal-sized  printers  de>'ek)ped  fot*^ 
regular  computers.  Canon's  were 
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rtridge  testing  at  Canon  IJalian  Business  Machines.  Inc. 

)mpact,  having  been  designed  for  small  computers,  which  at  the  time 
ere  considered  mere  "toys." 

Canon  was  lucky  with  its  LBPs  on  two  counts:  First,  the  LBPs 
tracted  considerable  attention  because  they  were  introduced  simultaneously 
ith  IBM's,  and  secondly,  a  personal  computer  boom  occurred  soon 
fter  their  introduction,  dramatically  stimulating  the  demand  for 
bmpatible,  noiseless  printers. 

Today,  Canon  accounts  for  approximately  80  %  of  the  world  market  for 
[;  [fit's  for  use  with  personal  computers.  LBPs  are  now  Canon's  best- 
elling  products,  just  as  its  Canonet  and  AE-1  cameras  were  before. 
a    "When  developing  a  product,"  observes  Tanaka,  "we  make  sure  three 
c»a5ic  requisites  are  met — that  the  idea  is  original,  the  hardware  solid, 
ind  the  software  excellent.  We  then  pay  attention  to  five  marketing 
t  irinciples — that  the  product  is  the  first  of  its  kind  on  the  market,  has 
)utstanding  quality,  meets  market  needs,  is  reasonably  priced,  and  is 
irotected  by  a  patent." 

As  has  been  demonstrated  by  the 
lompany's  success  with  LBPs, 
:inon's  diversifiation  program 
s  well  on  its  way,  thanks  to  a  firm 
oundation  of  sophisticated  R&D. 
Rinaka,  however,  admits  that  Canon 
s  still  comparatively  weak  in  the 
;()ftware  field. 

"Our  sales  in  the  worid  LBP 
iiarket  would  be  larger  if  we  had 
)een  able  to  develop  our  own 
software, "  notes  Tanaka.  "But, 
of  course, '  he  adds  with  a  smile, 
a  larger  share  wouldn't  be  ajiot  <uitb  Auto  sheet  tetder) 


necessary  as  it  would  definitely  create  a  monopoly  situation,  which  runs 
counter  to  our  corporate  philosophy  of  kyftsei  with  our  competitors' 

Canon's  worldwide  "Clean  Earth  Campaign.'  launched  to  collect 
printer  and  copier  toner  cartridges  for  recycling,  is  the  brainchild  of 
Tanaka,  who  was  the  very  man  who  proposed  the  revolutionary 
replaceable  cartridge  in  1982. 

As  Canon  was  manufacturing  some  10  million  replaceable  cartridges 
per  year,  and  the  number  was  sharply  rising,  Tanaka  recommended  to 
Chiarman  Kaku  and  President  Yamaji  that  the  cartridges  be  recycled  at 
a  plant  to  be  built  in  Dalian,  China.  Tanaka  contended  that  recycling 
would  not  only  contribute  toward  environmental  efforts,  but  would 
also  make  a  lot  of  economic  sense  as  90  %  of  the  plastic  and 
aluminum  components  used  would  be  recycled. 

Kaku  and  Yamaji  approved  the  idea  on  the  spot.  They  were  fully  in 
favor  of  recycling  and  complimented  Tanaka  on  the  fine  incentive  he 
came  up  with  to  help  push  the  campaign  effectively. 

Today,  Canon's  business  machine  operations,  including  electronic 
typewriters,  facsimile  machines  and 
computer  &  information  system  products, 
continue  at  a  vigorous  pace.  Among  the 
notable  new  products  are  bubble-jet 
printers,  which  are  an  excellent  alternative 
to  dot-matrix  machines.  Fast,  clean, 
compact,  reasonably  priced  and  remarkably 
quiet.  Canon's  bubble-jet  printers  incorpo- 
rate a  high -precision  mechanism  that 
utilizes  heat  to  inject  the  ink  onto  the 
paper.  Not  only  did  Canon  spearhead  the 
development  of  the  needed  technology, 
but  it  also  initiated  the  mass  production 
technology  for  this  precision  machine. 

Clearly,  Canon's  superior  camera 
making  and  optical  technologies,  hacked  by 
a  dynamic  sales  system,  have  made 
possible  the  company's  diversification 
into  the  field  of  business  machines. 
Business  machines  now  account  for 

over  80%  of  Canon's  consolidated         ^„  ,,yp„>au.,,t  .s  m.//,..«w 
yearly  sales,  which  amounted  to  some   ^  «««<"•■"  -uub,nn 
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"Rather  than  exporting 

Japanese-made  Canon  cameras, 

we  want  to  be  in  a  position  to  offer  people 

Canon  cameras  manufactured 

in  their  own  countries." 


Kazuo  Naito 

Senior  Managing 

and 

Representative  Director 


1 1 


he  Outlook  for  the 
Future 

Is  Canon  phasing  out  cameras  now  that  business  machines  are  its  best- 
;seiling  products  and  the  company  appears  intent  on  further  diversification? 

"Absolutely  not,"  says  Kazuo 
\Naito,  Senior  Managing  and 
Representative  Director  in  charge 
of  Canon's  Camera  Operations 
since  January  1989.  "We  aim  to 
continue  to  provide  easier-to- 
handle,  reasonably  priced 
cameras  to  both  amateur  and 
professional  photographers,  and 
our  job  is  far  from  done." 
j    When  Naito  took  over  his 
present  position  in  the  company, 
he  was  asked  by  Chairman  Kaku 
to  reactivate  Canon's  dwindling  camera  operations,  whose  revenues 
had  dropped  from  over  50%  of  the  company's  annual  total  sales  in 
1980  to  a  mere  14%  in  1988. 

1    With  Naito  at  the  helm,  Canon's  camera  operations  have  been 
iTiore  than  reactivated,  with  earnings  reaching  some  18  %  of  total  sales  and 
profits  inaeasing  more  than  30%  since  1989.  Canon  again  leads 
apan  and  the  rest  of  the  world  in  the  sale  of  high-quality  cameras. 
,    Naito  attributes  the  remarkable  recovery  of  Canon's  camera  operations 
;0  improved  communication  among  all  staff  members  involved,  including 
I'esearchers,  technicians  and  sales  personnel.  Naito  explains:  "Previously, 
jur  camera  operations  had  no  well-integrated  communiation  system 
]hat  would  have  enabled  everyone  to  discuss  pertinent  matters  and 
nake  intelligent  production  and  marketing  decisions  together. " 
•   The  introduction  of  the  new  communication  systems  has  prompted 
iiverybody  to  make  greater  efforts  to  deal  effectively  with  both  existing 
ind  potential  markets,  and  take  personal  initiative  in  ensuring  that 
lanon  continues  to  possess  the  capability  to  develop,  manufacture  and 
narket  products  that  meet  current  market  needs. 
1    "We  have  no  intention  of  dropping  our  camera  business,"  continues 
iJaito.  "We  see  tremendous  market  potential  around  the  world  and 
O-e  diversifying  our  camera  line  with  such  adviuiced  products  as  8mm 
lideo  camcorders  and  our  still  video  camera — the  world's  first — which 
s  already  on  the  market. " 


Compact  Xap  Shot  still  lideo  camera 


Naito  takes  a  different  view 
from  the  opinion  held  by  some 
business  analysts  who  contend  thai 
the  world  camera  market  is  saturated. 
"What  about  the  millions  of  people 
in  China,  Southeast  Asia  and 
Eastern  Europe,  whose  standard  of 
living  is  continually  rising?"  Naito 
asks.  "Sooner  or  later,  we  can 
expect  every  family  to  want  at 

least  one  camera."  And  though  Canon  has  sold  60  million  SLR  and 
compact  cameras  around  the  world,  Naito  considers  the  figure  small 
in  comparison  with  the  vast  untapped 
market  potential.  "There  are  a 
billion  people  in  China  alone,"  he 
points  out. 

Naito  is  proud  of  his  company's  I 
heritage  of  excellence  in  camera- 
making  technology  and  image 
processing  technologies.  "Without 
such  technologies,  Canon  would 
not  have  been  able  to  produce 
copiers,  laser  beam  printers,  facsimile  machines  and  other  high-caliber 
business  equipment,"  says  Naito,  adding:  "1  feel  strongly  that  the 
world  expects  Canon  to  continue  turning  out  a  top-grade  range  of 
advanced,  dependable  cameras."  I 

Started  in  1933  by  a  group  of  young  Japanese  entrepreneurs  intent 
on  creating  Japan's  first  35mm  focal  plane  shutter  camera.  Canon  has  •■ 
long  been  known  for  the  outstanding  performance  and  quality'  of  its   ' 
cameras.  Canon  introduced  the  Canonet  in  1%1  and  the  miorocomputerizei 
auto-exposure  AE-1  in  1976,  both  of  which  revolutionized  the  industrj' 
More  than  4.5  million  units  of  the  AE-1  series  were  sold  in  the  five 
years  following  their  introduction  on  the  market. 

Canon's  latest  3^mm  SLR  cameras — tlie  EOS  Series — are  another 
liuidmark  in  camera-making.  Feamring  a  sophisticated  auiofocus 
system,  the  EOS  Series  was  created  with  such  innovations  as  the 
BASIS  (Base  Stored  lm:ige  Sensor)  which  ni;ikes  it  passiWe  to  focus 
automatically  witli  light  from  a  single  auidJe, 

Naito  emphasizes  that  even  lahnologies  developed  for  fiiiled 
projects,  such  as  the  "Sincroreader.'  a  machine  that  recorded  and 


LI.  Hi8  lideo  camcorder  and 
interchangeable  lenses 


Canon 


ON     AND     TECHNOLOG 


Canonet,  Canon 's  first  35mm  popular 
camera 


roduced  data  on  magnetic-coated 
r  in  the  same  way  as  a  tape 
:order.  and  electronic  calculators, 
|a\e  in  the  end  benefitted  Canon, 
he  electronics  know-how  obtained 
om  such  projects  contributed  to 
aking  Canon  the  world's  first 
lanufacturer  of  miaocomputerized 
-  ameras. 

With  the  introduction  of  the 
f-1,  important  functions  like  shutter  speed,  exposure  and  flash 
1  ecame  controlled  electronically.  In  designing  the  AE-1,  Canon 
"  esigners  eliminated  as  many 
lechanical  parts  as  possible, 
educed  weight  and  incorporated 
nicrocomputers.  Additionally,  the 
ise  of  advanced  engineering  plastics 
nade  the  camera's  design  more 
le'xible  and  attractively  streamlined. 
Yoduction  costs  were  also 
ignificantly  reduced. 


Today,  the  electronics  and  engineer-  sLKclmJL     '^"^' 


irnputerixed 


ng  plastics  technologies  applied  to  Canon  cameras  are  used  by  other 
nanufaaurers  around  the  world,  including  watch  and  automobile  makers. 


\ 


With  the  ever-expanding  world 
camera  market  in  mind.  Canon  has 
recendy  been  increasingly  shifting 
its  camera  production  to  Asian 
countries  such  as  Taiwan,  Malaysia 
and  soon  China. 

■Rather  than  exporting  Japanese- 
made  Canon  cameras,  we  want 
to  be  in  a  position  to  offer  people 
Canon  cameras  manufactured  in 

their  own  countries,'  says  Naito.  'That  way.  we  will  achie\e 
our  corporate  aim  of  kyosei  and  accomplish  our  three  goals  of 
helping  aeate  jobs  overseas, 
contributing  to  improvement  of 
local  standards  of  living,  and 
transferring  Canon  technology  to 
developing  nations." 

■'So  many  people  around 
the  world  are  still  without  a 
camera,"  Naito  continues,  "and 
our  founder's  dream  of  providing 
ever\'  one  of  them  with  a  good 
camera  is  far  from  over.  That's  why  Canons  camera  business  is 
here  to  stay." 


An  assembly  line  a: 


Cor  porate   Philoso  p  h  y 


of   Canon 


Corporate  Mission 

Canon  :>  corporate  mission  is  lo  make  a  positive  difference  in  the  world 
thnv.icri  ii.  means  of  continued  growth. 

Corporate  Objectives 

We  are  responsible  global  atizens 
We  wiB  rrniie  liit  best  and  most  unique  products  based  on  leading 
edge  ledinotogies. 

We  will  >.o(\g|||KioiCpatlnuing  prosperrtv 
"  "^  bylxiilding  an  ideal  firm 


Corporate  Values 

We  respect  cultural  differences  among  ourselves,  our  aistomt- 

comm  unities 

We  believe  that  self-awareness,  enthusiasm  and 

keys  10  good  results 

We  respect  dignity,  value  inittatire,  and  reoognte  the  merit 

Ks  members  of  the  Canon  Emily  of  companies 

and  work  together  in  a  harmnrkHis  a&n 

Above  all  we  sustaiajsm  physical  and  emotional  heitt] 

and  happy  bvts.     ' 
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ersonal  copier 
important  part  of 


Harry  Anaersorfs  act 
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"Ouch!  Before  I  got  my  Canon 
PC-1,  my  home  office  looked 
like  the  place  where  bills 
nd  paperwork  went  to  die. 
But  now,  bingo,  I'm 
knocking  out  clean,  crisp 
copies  on  everything  from 
^^  business  cards  to  OHP 
transparencies,  faster  than  a  three-handed 
card  dealer. 

Since  Canon  PC  Copiers 
don't  need  warm-up  time, 
mine's  ready  to  copy  when 
I  am.  And  there's  no  trick  to  '^*^>^^^>^.  ^ 
working  it  because  it's  got  that  U  %ily 
PC  Mini-Cartridge  system. 
Everything  that  can  run  out  or  wear  out  is 
right  inside.  Change  it,  and  you  darn  near  got 
yourself  a  new  copier. 

Whether  you  choose  the 
^''  PC-1,  orthePC-2  with  its 
50-sheet  stack  feeder,  a 
compact  Canon  personal  copier 
give  you  a  hand,  without  costing  an 

tarm  and  a  leg. 
f      Wanna  know  more?  Get  on  the  horn  and 
call  1-8004321-HOP" 


^«tt'^' 


Canon  PC-i/PC-2 

PERSONAL  COPIERS 

Nothhig  hut  originals. 


an  Francisco's  politicians 
leem  determined  to  slaughter 
e  geese  that  lay 
e  city's  golden  eggs. 


^If-destnictive 
unacy 


M 


{y  John  H.  Taylor 

THERE  IS  a  father  of  modern  San 
'rancisco  politics,  it  is  surely  Joshua 
,'orton,  who  arrived  in  San  Francisco 
In  1849.  After  losing  his  entire  for- 
tune in  an  attempt  to  corner  the  rice 
narket,  he  went  bonkers  and  declared 
limself  Emperor  of  the  United  States 
ind  Protector  of  Mexico.  For  more 
han  20  years,  local  newspapers  car- 
ied  his  imperial  proclamations  and 
nerchants     eagerly     accepted     his 
worthless  scrip. 
'  More  than  a  century  later,  wacky 


economics_still  echo  around  San  Fran- 
cisco Cit)'  Hall.  At  a  time  when  the 
cit\'  and  county  (the  t%vo  are  consoli- 
dated) are  rapidly  amning  out  of 
money  and  public  expenditures  have 
been  rising  at  twice  the  rate  of  reve- 
nues. Mayor  Art  Agnos  and  the  cit\''s 
11 -member  board  of  supenisors — its 
version  of  a  cit\'  council — continue  to 
hit  the  city's  business  communit\' 
with  a  barrage  of  taxes,  shortsighted 
legislative  initiatives  and  the  nation's 
most  draconian  building  regulations. 


Says  Bill  Mahcr,  one  of  the  more 
conser\'ative  members  of  the  board 
of  supcr\isors:  ''What  you  have  [in 
San  Francisco]  is  a  mayor  who  be- 
lieves that  management  is  the  way 
the  powerfiil  oppress  the  weak,  an 
electorate  of  largely  transient  voters 
who  believe  capitalism  is  a  crime  and 
a  board  of  supemsors  who  represent 
those  beliefs.  It's  self-destructive 
lunacy." 

To  protect  themselves,  many  of  the 
city's  largest  employers — including 
Bank  of  America,  Wells  Fargo,  Pacific 
Telesis  and  Chevron — have  moved 
thousands  of  their  employees  out.  Job 
growth  has  slow  ed  to  a  crawl.  The  city 
added  only  1 4, 1 00  jobs  in  the  last  half 
of  the  198'0s,  compared  with  100,000 
during  the  prior  decade. 

At  the  heart  of  the  problem  is  the 
board  of  supervisors,  a  ragtag  collec- 
tion of  soapbox  orators  and  political 
hangers-on  with  litde  economic 
sense.  Consider,  for  example,  these 
enlightened  maneuvers: 
■  In  1986  the  board  voted  to  stop 
buying  gas  from  Che\Ton  Corp.,  the 
largest  company  headquartered  in 
San  Francisco,  because  Chevron  had  a 
joint  venture  in  South  Afhca.  Chev- 
ron has  since  moved  thousands  of 


Down  and  out 
in  downtown 
San  Francisco 
After  only  three 
clays'  residency  in 
the  city,  a  home- 
less person  gets 
$340  a  month, 
which  explains 
why  adjacent  cit- 
ies routinely  bus 
their  indigents 
to  San  Francisco. 
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We've  noticed  recently  that 
almost  every  computer  man- 
ufacturer and  software  com- 
pany Is  talking  about  one 
thing.  Open  systems. 

Unfortunately,  each  of 
those  companies  has  a  differ- 
ent definition  of  open.  To 
some  it  means  UNIX®-based 
systems.  To  others  it  signifies 
compliance  with  standards. 
To  many  it  merely  suggests 
the  ability  to  run  off-the-shelf 
programs. 

At  Digital,  we  take  a 
slightly  different  approach. 
We  don't  define  open  from  a 
vendor's  perspective.  We 
define  it  from  yours. 

We  start  with  the 
premise  that  an  open  system 
must  be  able  to  integrate 
products  from  a  multitude  of 
vendors.  A  feat  that  requires 
not  only  a  strict  adherence  to 
industry  standards,  but  the 
willingness  and  expertise  to 
actually  configure,  implement 
and  support  a  multi-vendor 
system.  Whether  that  system 
is  limited  to  a  single  depart- 
ment, or  extends  across  an 
entire  enterprise. 

This  conviction  is  best 
demonstrated  by  Net- 
work Application  Support 
(NAS),  a  comprehensive 
implementation  of  standards 
that   lets  you   integrate  sys- 


AS     F  R 


tems  and  applications  from 
the  likes  of  IBM®,  Hewlett- 
Packard®,  Sun®,  Compaq®. 
A'pple®  and  others. 

With  NAS  you  can  run 
applications  across  a  wide 
range  of  systems  with  minimal 
changes.  You  can  get  applica- 


I  G  I  T  A  L 
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ystem  from  any  number  of 
ompanies'  products,  able  to 
luy  and  use  the  best  solution 
or  any  given  need. 

This  commitment  to 
lefiningopen  inyour  terms  is 
xpressed  just  as  eloquently  in 
ur  service  and  support.  For 


not  only  do  we  have  the  capa- 
bility to  maintain  over  8000 
hardware  and  software  prod- 
ucts manufactured  by  800 
vendors,  we  can  plan,  design, 
implement  and  manage  the 
open  system  that's  right  tor 
you.  Even  assuring  that  it  can 


accommodate  applications  yet 
to  be  conceived. 

Sit  down  with  Digital 
and  you'll  find  that  our  peo- 
ple are  just  as  open  as  our 
technology  and  services. 
Committed  to  understanding 
your  business,  your  problems 
and  your  information  re- 
quirements, even  in  those 
cases  where  the  solution  is 
best  acquired  from  a  com- 
pany other  than  Digital. 

That's  not  to  say  you 
won't  be  inclined  to  pur- 
chase products  and  solutions 
from  us.  After  all,  we're  not 
only  the  leader  in  networked 
computing,  we  have  one  of 
the  most  comprehensive  prod- 
uct lines  in  the  computer 
industry,  from  PCs  and 
desktop  workstations  to 
supercomputers  and  main- 
frames, not  to  mention  thou- 
sands of  software  solutions 
available  both  from  us  and 
our  third  party  alliances. 

So  if  you're  interest- 
ed in  open  systems,  talk  to 
us  soon.  Because  while 
other  companies  are  able  to 
sell  you  something  approx- 
imating an  open  system, 
we're  able  to  offer  you 
something  far  more  valu- 
able than  an  open  system. 

IIX  BDHODSn 


THE    OPEN    ADVANTAGE 
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San  Francisco 


employees  to  the  nearby  suburbs. 

■  Two  days  before  last  winter's  Gulf 
war,  the  board  of  supervisors  passed  a 
resolution  declaring  San  Francisco  a 
haven  for  war  resisters  and  conscien- 
tious objectors.  The  American  Petro- 
leum Institute  promptly  canceled  two 
major  conventions  scheduled  for  San 
Francisco,  depriving  the  cit)'  of  more 
than  $7  millit)n  in  revenue.  Other 
conventions  are  threatening  to  pull 
out  as  well. 

■  On  the  heels  of  the  war  resisters 
resolution,  several  members  of  the 
board  proposed  a  resolution  declar- 
ing San  Francisco  a  haven  for  the 
sexually  oppressed.  The  group  that 
pushed  the  resolution  requested  that 
the  city  post  signs  at  all  major  freew  avs 
entering  the  cit>'  declaring  it  a  "sanc- 
tuar\'  for  sexual  minorities'*  —a  bi 
zarre  proposal  in  a  city  whose  major 


ABOVE: 

Site  of  abandoned 
Wells  Fargo 
office  project 
LEFT: 

Mayor  Art  Agnos 
"What  you 
have  is . . .  an 
electorate  of 
largely  transient 
voters  who  believe 
capitalism  is  a 
crime  and  a  board 
of  supervisors 
who  represent 
those  beliefs." 


business  is  tourism.  After  a  public 
outcr\',  the  resolution  was  quietly 
scrapped. 

San  Francisco's  commercial 
growth  control  measures,  the  most 
restrictive  in  the  countr\',  limit  cit\- 
wide  construction  to  750,000  square 
feet  annually,  roughly  the  size  of  a 
single  30-stor)'  building.  Several  years 
ago  Wells  Fargo  wanted  to  consoli- 
date some  of  its  San  Francisco  opera- 
tions into  a  new  downtown  project 
w  here  it  would  relocate  approximate- 
ly 1 ,500  employees.  But  the  cit>'  plan- 
ning department  stalled  the  project 
for  twt)  years,  tiien  ruled  that  the 
design  did  not  blend  with  the  sur- 
rounding architecture.  Wells  Fargo  is 
now  looking  at  new  sites,  mostly  out 
side  San  Francisco. 

With  a  S2.4  billion  buduet,  San 
FraiKJsco  h.is  one  of'ihc  most  bloated 


municipal  payrolls  in  America,  wi 
one  public  employee  for  every  2| 
residents.  According  to  the  San  Fr; 
Cisco  Economic  Development  Coi 
that  compares  with  one  for  every  76  i| 
IvOs  Angeles,  one  for  85  residents  i| 
Oakland  and  one  for  142  in  San  J 
It's  almost  as  bad  as  New  York,  wi 
one  for  2 1 . 

San  Francisco's  25,000  public  eni 
ployees — alJ  of  them  unionized — ai| 
the  best  paid  in  the  state,  earning  1 
more  than  their  counterparts  in  o 
cities  and  43%  more  than  federal  e 
ployees  in  comparable  jobs.  A  senic 
building  inspector,  for  instance,  gets 
maximum  salan,'  of  S62,088  annualh 
compared  with  546,884  in  neighboi 
ing  San  Mateo  Count)'. 

The  cit\'  offers  a  staggering  array  c 
costly  social  programs.  For  instance 
grants    general    assistance    relief 
S340  a  month  to  a  homeless  per 
after  only  three  days'  residency-  in 
cit>',  which  explains  why  adjacent  cii 
ies  routinely  bus  their  indigents  in. 

Instead  of  cutting  public  expen 
as  the  cit\''s  business  base  erodes,  Sa 
Francisco    continues    to    bom  bar 
companies  with  taxes  almost  no  othi 
municipalit)'  imposes,  ranging  from 
1.5%  tax  on  a  company's  payroll  c 
gross  receipts  (whichever  is  higher )  t 
a  small  business  tax.  Developers  c 
major  projects  pay  eNenthing  froi 
child  care  fees  to  special  fees  of  $2 
square  foot  for  all  new  downtow 
office  development. 

Last  year  Pacific  Telesis  paid  S3, 
million  in  business  taxes,  or  S720 
employee,  in  San  Francisco.  Th 
compared  with  S240  per  employee  i 
Los  Angeles,  $120  per  employee  i 
Oakland  and  SIO  in  San  lose.  N\w| 
the  board  of  super\isors  has  propose^ 
ever\thing  from  raising  the  pa\ro 
gross  receipts  tax  to  increasing  the  re* 
estate  transfer  tax  by  50%. 

Mayor  .\gnos  is  taking  a  what-mc 
worr\  ?  attitude  to  San  Francisco's  dc 
dining  business  climate.  "We're  nc 
antibusiness;  we're  lilxxal,"  Agnc 
saN-s.  "The  business  people  arc  un 
comfortable  with  our  ideolog\\  bu 
that  has  nothing  to  do  with  business, 
think  we  have  a  thriNing  busincs 
environment." 

It 's  ni>t  easy  to  make  New  York  Cit 
UK>k  like  a  desirable  place  to  run 
business,  but  Agnos  and  the  board  c 
supers  isors  .nc  iloinc  it  ■ 
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opening  Black  could  be  the  start  of 
.  something  beautifu . 


-^  ■   ...-9..>>-     , 


Ultimately,  there's  Black. 
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Where  there  is 
an  open  mind,  there  will 
always  be  a  frontier." 

Charles       F.       Kettering 


To  be  content  with  what  is  already 
known  is  to  close  the  door  on  tomorrow. 

It  is  this  belief  that  drove  us 
beyond  our  status  as  a  world  leader  in 
x-ray  technology. 

Toshiba  researchers  in  South 
San  Francisco  have  helped  to  develop 
a  faster,  more  accurate  method 
of  medical  diagnosis  called  Magnetic 
Resonance  Imaging. 

It  is  becoming  the  new  standard 
for  medical  imaging  technology. 

And  it  is  one  reason  we  will  never 
cease  to  believe  in  a  better  tomorrow. 

In  Touch  with  Tomorrow 

TOSHIBA 
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&  Printers 
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&  Controls 

Liquid  Crystal 
Displays 

Medical  Tubes 

Mobile  Electronics 

MR  Imaging 

Nuclear  Medicine 

OPTO  Electronic 
Devices 

Picture  Tubes 

Professional 
Video  Systems 

Room  Air 
Conditioners 

Satellite  Receivers 

Semiconductors 

Telecommunication 
Systems 

Turbines  & 

Generators 

Ultrasound 

Uninterruptible 
Power  Supply 

Variable  Speed 
Drives 

X-Ray  Systerrts 


Ray  Irani  has  wasted  no  time  moving  out  from  under  the 
late  Armand  Hammer's  shadow  and  making  Occidental 
Petroleum  a  much  more  profitable  company. 

The  pragmatist 


By  Thomas  Bancroft 

For  25  years  Armand  Hammer 
fought  the  city  of  Los  Angeles  for  the 
right  to  drill  for  oil  on  a  plot  of  land 
Occidental  Petroleum  Corp.  owned 
in  Pacific  Palisades.  Hammer  had  his 
reasons:  The  coastal  property  could 
hold  as  much  as  60  million  barrels, 
roughly  $300  million  worth  of  oil. 
There  was  no  way  the  people  of  Los 
Angeles  would  let  him  drill  the  land, 
but  Hammer  kept  the  fight  going. 

In  June,  just  six  months  after  Ham- 
mer's death,  his  successor  gave  up  the 
battle.  "It  was  a  pragmatic  decision,  it 
wasn't  tough  for  me  to  make,"  says 
Oxy  Chief  Executive  Ray  R.  Irani. 
"When  you  lose,  you  have  to  recog- 
nize it." 

In  almost  every  respect,  the  man 
who  now  runs  Occidental  differs  from 
the  man  who  built  it.  One  senses  this 
immediately  upon  entering  the  exec- 
utive suite  atop  Oxy's  1 5 -story  west 
side  Los  Angeles  headquarters  build- 
ing. Gone  are  Hammer's  paintings 
and  all  the  photos  of  him  with  movie 
stars  and  past  dignitaries.  They  have 
been  replaced  by  modest  watercolors 
and  a  small  Quotrek  machine  Irani 
uses  to  track  Oxy's  stock.  Gone  from 
the  company's  books  are  many  of  the 
toys  that  Hammer  accumulated  at 
Oxy  shareholders'  expense,  including 
an  unprofitable  Arabian  horse  breed- 
ing operation  and  Armand  Hammer's 
film  production  company. 

But  it  is  Irani's  more  substantive 
changes  that  are  catching  the  atten- 
tion of  Wall  Street  and  his  competi- 
tors. He  has  sold  over  $2  billion 
worth  of  (^xy's  assets  and  tendered  for 
or  called  over  $1  billion  of  the  $3 
billion  in  debt  he  has  promised  to 
retire.  Ry  year-end  he  will  have  cut  the 
payroll  by  2,300  workers.  And  he  has 
cut  the  dividend  from  $2.50  to  $  1 .00, 
saving  close  to  $450  million  a  year, 
without  decimatinu,  the  value  of  the 


common  stock. 

"Ray  Irani  has  to  overcome  the 
Oxy- Hammer  shadow,"  says  Dale 
Hanson,  the  chief  executive  of 
CalPers,  the  country's  largest  pubfic 
pension  ftind  and  a  major  Oxy  share- 
holder. "So  far,  he  has  made  good 
decisions."  One  indication:  In  the 
first  six  months  of  1991  Oxy's  net 
income  was  $283  million  (94  cents  a 
share),  up  from  $195  million  in  1990. 
Analysts  think  the  company  will  earn 
$1 .50  a  share  for  the  year. 

Irani's  single  biggest  accomplish- 
ment to  date  has  been  the  sale  of 
Occidental's  U.K.  subsidiary,  includ- 
ing all  of  the  company's  oil  and  gas 
operations  in  the  North  Sea.  While  its 
North  Sea  fields  have  been  good  to 
Occidental  over  the  years,  Irani  got  a 
price  he  couldn't  refijse:  Last  July, 
Societe  Nationale  Elf  Aquitaine,  the 
large,  55%- state-owned  French  com- 
pany, paid  $1.5  billion  (including 
$130  million  of  debt  assumption). 
That  figure  represents  over  $10  a 
proven  barrel  of  oil — roughly  twice 
the  going  rate  for  North  Sea  reser\'es. 

"This  was  a  strategic  buy  for 
them,"  says  Irani  of  the  high  price. 
"There  is  no  property  like  this  avail- 
able today,  and  Elf  needed  reser\'cs  in 
the  North  Sea." 

Two  days  before  the  anouncement 
of  the  Elf  sale,  Irani  announced  that 
Oxy  had  struck  a  deal  to  sell  all  of  its 
natural  gas  liquid  assets  and  business 
in  the  U.S.  for  $700  million.  The 
buyer:  a  newly  formed  company 
called  Trident  NGi ,  which  will  be  a 
50-50  partnership  between  Oxy  And 
Hicks,  Muse  is:  C\).,  a  Dallas  based 
merchant  banking  firm.  According  to 
the  terms,  Oxy  and  Hicks  will  each 
invest  $100  million  of  equir\  capital 
in  Trident  and  borrow  the  remaining 
$500  million.  Oxy  will  receive  $600 
million  in  cash  .xnd  retain  half  the 


business.  And  because  Trident  will  be 
carried  as  an  equitx'  investment  rather 
than  as  a  subsidiar>-  of  Oxy,  Oxy  docs 
not  have  to  consolidate  its  share  of  the 
5500  million  in  debt.  As  part  of  the 
deal.  Trident  will  sign  long-term  sup- 
ply agreements  with  Occidental's  pet- 
rochemical operations  in  Lake 
Charles,  la. 

Add  up  these  and  some  other, 
smaller  asset  disposals,  and  Irani  has 
netted  S 1 .8  billion  in  cash,  after  ta.\cs. 
To  help  cut  taxes  on  the  s.ilcs  and  get 
some  unwanted  a.ssets  off  the  Kxiks, 
Irani  late  last  vear  nxik  a  S2  billion 
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Occidental 
Petroleum's  chief 
executive  officer, 
Ray  Irani 
"Dr.  Hammer 
was  more  of  a 
romantic,"  says 
Irani.  "He  could 
fall  in  love  with 
businesses,  where 
I  don't." 


restructuring  charge.  He  says  it's  too 
early  to  divulge  exact  profits  on  the 
asset  sales  but  agrees  they  are  in  the 
neighborhood  of  $800  million. 

Irani  isn't  letting  the  cash  he  has 
raised  burn  a  hole  in  Oxy's  balance 
sheet.  On  July  31  the  company  ten- 
dered for  $820  million  of  its  long- 
term  senior  notes;  if  the  bonds  are 
fiilly  tendered,  as  seems  likely,  the 
company  will  save  about  $90  million  a 
year  in  cash  outflow. 

Other  asset  sales  may  soon  be  in  the 
works.  Oxy  holds  a  5 1  %  interest  in  l  Br, 
Inc.,  the  nation's  largest  beef  and 


pork  processor.  At  a  recent  19y8  per 
IBP  share,  Oxy's  stake  is  worth  at  least 
$480  million.  That  would  be  pure 
profit  to  Occidental,  which  bought 
IBP  in  1981  for  $750  million  and  took 
out  a  $960  million  tax  free  dividend 
when  49%  of  the  companv  was  sold  to 
the  public  in  1987. 

Irani  wants  to  sell  the  ihp  block  but 
says  he  hasn't  received  any  tempting 
bids.  With  sales  of  $10  billion,  ibp 
earned  a  paltn-  $50  million  last  year. 

Irani,  56,  was  born  and  reared  in 
Beirut,  Lebanon,  the  son  of  a  math 
professor  at  the  American  University 


in  Beirut.  He  earned  a  Ph.D.  in  physi- 
cal chemistry  fi-om  the  Universirs'  of 
Southern  California,  and  has  some 
150  patents  to  his  name.  After  mov- 
ing up  the  ranks  at  a  series  of  chemical 
companies — Monsanto,  Diamond 
Shamrock  and  Olin — he  joined  Occi- 
dental in  1983,  when  Hammer  invit- 
ed him  to  tr\'  Oxy's  executive  revolv- 
ing door.  (The  company  has  had  sev- 
en presidents  since  1968;  Irani  was  in 
the  chair  when  Hammer  died.) 

Given  his  background  in  chemicals, 
it  is  not  suprising  that  much  of  Irani's 
effort  will  be  focused  on  Occidental's 
big  chemicals  operation,  O.xyChem, 
which  specializes  in  poK^inyl  chlo- 
ride, PVC.  Net  profits  at  OxyChem  are 
close  to  13%  of  the  division's  $5 
billion  in  revenues,  and  that's  in  a 
down  year.  In  1989,  when  the  indus- 
try was  peaking,  OxyChem  earned 
over  20%,  on  sales  of  $5  billion. 

What  of  oil  and  gas,  Oxy's  original 
mainstay.'  Irani  says  that  he  is  spend- 
ing 40%,  the  lion's  share,  of  capital 
expenditures  on  oil  and  gas  in  1991. 
Since  1964  Oxy  has  discovered  over 
10  billion  barrels  of  oil  and  gas  equiv- 
alents. Irani  says  he'll  continue  to 
exploit  Ox)''s  abilit)'  to  find  reserves. 
"My  game,"  he  says,  "is  to  spend 
money  on  exploration  instead  of  pay- 
ing premiums  for  [already  discov- 
ered] oil  and  gas  properties." 

One  headache  Irani  must  face  is  a 
complicated  $900  million  law  suit, 
$640  million  of  which  is  interest, 
brought  against  Oxt  by  the  Depart- 
ment of  Hncrg\'  in  1985.  The  suit 
claims  that  in  1979  and  1980  Oxy 
entered  into  crude-oil  transactions 
that  violated  pricing  regulations.  Ger- 
ald Stern,  Oxy's  chief  legal  counsel, 
retorts  that  the  Department  of  Hncr- 
g\'  had  previously  okayed  the  transac- 
tions. (The  noK  will  not  comment  on 
the  case.)  Hven  if  Occidental  loses, 
Irani  says  the  company  has  bcx^ked 
re.scr\es  to  cover  the  suit,  but  he 
declines  to  say  how  much. 

Wlien  asked  to  describe  the  differ- 
ence bcrvveen  himself  and  his  prede- 
cessor, Irani  thinks  for  a  minute  and 
then  quietly  replies:  "Dr.  Hammer 
was  more  of  a  romantic.  He  could  fall 
in  love  unth  businesses,  where  I 
don't."  After  decades  of  leadership  by 
a  mercurial  entrepreneur.  Occidental 
needed  a  pragmatic  chief  executive. 
In  Ray  Irani,  it  got  one.  WM 
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ON  THE  DOCKET 


When  it  comes  to  commerce,  speech 
is  less  free  than  you  might  think. 

Bad  news  for 
bad-mouthers 


By  James  Lyons 

Ever  grouse  about  your  old  boss?  If 
so,  you'd  better  be  careful  about  what 
you  say — he  or  she  might  sue. 

Complaints  about  a  prior  employer 
can  now  in  some  instances  be  consid- 
ered false  advertising  and  unfair  com- 
petition. A  U.S.  district  court  judge  in 
New  York  recendy  refused  to  dismiss 
a  suit  brought  by  a  small  company 
against  one  of  its  former  executives;  a 
jury  will  decide  if  the  executive 
wrongly  bad-mouthed  her  for- 
mer employer. 

The  former  employee  is  Susan 
Weaving.  She  used  to  be  the  pres- 
ident of  Namco  Booking,  one  of 
the  country's  top  theatrical  book- 
ing agencies.  Among  the  tours 
she's  handled  are  those  for  A 
Chorus  Line,  Penn  and  Teller, 
Phantom  of  the  Opera  and  The 
Flying  Karamazov  Brothers. 

Weaving  quit  Namco  at  the 
end  of  January.  She  claims  she 
quit  because  her  former  company 
engaged  in  "illegal  and  improper 
business  practices,"  including 
stealing  money  from  clients. 
Namco's  owners  deny  the 
charges  and  say  Weaving  quit  as 
the  result  of  a  dispute  about  expan- 
sion plans. 

Wcaving's  theatrical  clients — many 
of  whom  were  also  her  friends — asked 
her  why  she  quit  and  what  she  was 
going  to  do  next.  With  van'ing  de- 
grees of  specificity.  Weaving  ex- 
plained her  decision,  saying  to  some, 
"I  left  because  I  had  to  take  a  moral 
stand." 

Weaving  also  said  she  wouKl  even 
tually  start  her  own  theatrical  btH)king 
business.  She  had  even  gone  so  fai'  as 
to  l(M)k  at  otlkc  space  and  come  up 
with  a  name  for  iicr  new  firm. 


Weaving  had  an  employment 
agreement  with  Namco  that  had  a 
variet)'  of  noncompete  clauses.  In 
talking  to  her  old  friends  and  clients. 
Weaving  emphasized  she  could  not 
solicit  them.  Nor,  she  says,  did  she 
ever  tell  them  that  Namco  could  not 
do  a  good  job  for  them.  Nevertheless, 
Namco  sued  Weaving  in  March,  later 
claiming  that  she  had  engaged  in  un- 


fair competition  by  making  "mislead- 
ing representations"  to  promote  her 
competing  business. 

Namco's  claim  is  based  on  the  Lan- 
ham  Act.  Passed  by  C\ingrcss  in  1946, 
the  statute  imposed  liabilit\-  if  some- 
one used  a  "false  description  or  repre 
sentation"  in  an  advertisement  that 
confused  consumers. 

The  law  makes  sense.  No  one  wants 
to  buy  Georgia  peaches  t)nl\  to  find 
out  later  they  were  grown  in  New 
Jersey.  But  over  the  years  courts  tailed 
to  find  language  in  the  act  ti>  justitA 
extending  liabilit>  to  m\  advertiser  for 


falsely    portraying    a    competitort! 
product. 

Three  years  ago  Congress  set  out  id  I 
correct  that  anomaly,  amending  the 
law  to  permit  suits  for  falsely  advert»- 
ing  another's  product.  This  time  tht  I 
legislative  language  was  clear:  Sirib  | 
could  now  be  brought  against  som^ 
one  who,  in  advertising  or  prom(|^ 
tion,  misrepresents  their  own  or  ao- 
other  person's  goods. 

Congress  also  tried  to  insure  thai 
the  law  did  not  run  afoul  of  any  Fim  I 
Amendment  concerns.  Said  the  bilft 
sponsor,  former  Representative  Rob- 1 
ert  Kastenmeier,  "The  section  is  nar- 
rowly   drafted    to    encompass    only  I 
clearly  false  and  misleading  commer- 
cial speech." 

Back  to  the  feud  bet\veen  Susan  I 
Weaving  and  her  former  employa. 
The  central  question  for  U.S.  Distria  I 
Judge  Kenneth  Conboy  was  w  hetha 
Weaxing's     statements     comprised 
commercial  speech.  Weaxing's  lawvo  | 
argued  that  the  remarks  about  Ni 
were  "common  bad-mouthing 
at  worst.  Since  WeaWng's  ncrrj 
booking  firm  was  not  in  opera 
tion,  her  speech  was  not  intend^ 
for  advertising  or  promotion,  i 
hence  was  not  commercial, 
lawyer  said.  Wea\ing  asked 
the  case  be  dismissed. 

Judge  Conboy  declined  to  i 
miss  it.  He  wrote  that  \\c3s\ 
had  disparaged  Namco's  integri 
t\-,  "the  sine  qua  non  for  a  sue  i 
cessfiil  theatrical  booking  agcn 
cy."  The  judge  also  found  thjt| 
even  though  Wea\ing's  discus 
sions  took  place  with  ftiends  w  I 
also  were  customers,  she  had 
gaged  in  commercial  speech,  nc 
ing  that  some  of  the  convct 
tions  may  have  been  primarily  I 
a  business  purpose.  A  jur\  will  n< 
decide  w  hether  Wea\ing\s  allegatic 
are  true  or  false  and  whether 
violated  the  Lanham  Act. 

Ironically,  the  architect  of  Namc< 
claim  is  Gerald  Singleton,  a  New  Yc 
lawyer  who  usually  represents  authc 
and  publishers.  He  considers  hims 
a  triend  of  the  Hirst  Amendment, 
he  has  a  discomforting  rccommcnc 
tion  for  disgnmtled  executives 
find  themselves  in  Weaxing's  prcdic 
ment.  When  asked  w  hy  you  left  a 
counsels  Singleton,  "just  say,  'I 
talk  about  it  '  " 
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THrUOtliER  CONTEXT 


What  all  this  noise  about  political  correctness 
on  campus  shows  is  that  business  people 
should  not  limit  their  educational 
participation  to  check  writing. 


Back  to 
school 


Michael  Novak  holds  the 
George  Frederick  Jewett  chair  in  religion  and 
public  policy  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


In  my  imagination  is  a  bumper  sticker: 
"Back  to  School — Do  You  Know 
What  Your  Children  Are  in  For?" 
Believe  me,  parents  don't  know.  Even 
trustees  don't  know — otherwise,  they 
would  be  doing  something. 

Dinesh  D'Souza's  recent  book.  Il- 
liberal Education  (as  of  mid-August, 
13  weeks  on  the  New  York  Times 
bestseller  list),  describes  the  new  Mc- 
Carthyism  that  stifles  questioning  on 
campus,  especially  on  such  topics  as 
race,  sex  and  gender,  the  Reagan  rev- 
olution, the  poor  and  the  environ- 
ment. Only  certain  opinions  are 
deemed  politically  correct  and  moral- 
ly acceptable.  Dissidents  are  likely  to 
sufier  public  ridicule  (or  even  cen- 
sure). If  students  disagree  with  the 
new  orthodoxy  in  term  papers,  they 
are  likely  to  be  marked  down. 

If  you  ask  students  how  they  en- 
dure P. C. -speak,  they  shrui;  and  tell 
you  with  a  smile  that  they  don't  let 
their  teachers  know  what  they  think. 
They  learn  the  opinions  expected  t)f 
them  and  feed  them  back — just  as 


Eastern  European  students  used  to  do. 

One  college  president,  stung  by  the 
charges  that  "P.C."  exists  on  campus, 
urged  his  faculty  to  publish  more  op- 
ed articles,  so  that  the  public  can  see 
what  is  "really"  going  on.  He  didn't 
seem  to  see  the  irony  in  that.  As 
professors  go  public,  the  public  will 
see,  as  a  Universitv'  of  Illinois  profes- 
sor put  it,  that  "we  are  in  opposition 
to  what  I  would  essentially  call  reli- 
gious values." 

Of  course,  to  leftists  on  campus,  the 
new  tyranny  is  invisible  or  doesn't 
even  exist.  What  seems  to  outsiders 
tinny  and  false  seems  to  them,  by 
contrast,  like  realit)'  itself,  the  realit\' 
they  passionately  embrace. 

The  problem  is  that  the  modem 
university'  faculty  is  not  only  a  self- 
selecting,  self-perpetuating  guild 
(which  university'  faculties  have  al- 
ways been,  and  properly  so)  but  also  a 
political  enclave  unto  itself  What  is 
taken  as  "common  sense"  on  campus 
is  not  the  same  as  common  sense  in 
the  outside  world.  Mainstream  politi- 
cal opinion  on  campus,  particularly  in 
the  humanities  and  social  sciences,  is 
far  to  the  left  of  mainstream  political 
opinion  in  the  country. 

For  example,  a   recent   Carnegie 
Foundation   poll,   published   in   the 
American  Enterprise  ( 1150  17th  St., 
N.W.,  Washington,  D.C.  20036),  in 
dicates  that  only  31%  of  the  facult\  in 
liberal  arts  colleges  describe  them 
selves  as  "middle  of  the  ri>ad"  or 
"conser\ative."  A  whopping  69%  de 
scribe  themselves  as  "mcKlcratcly  lib- 
eral" or  "liberal." 

In  colleges  and   universities  as  a 
whole,  some  departments  are  even 
more  lopsided.  Professors  of  human 
ities  identitA  themselves  as  liberal  ver 


sus  conscr\'ative  by  76%  to  15? 
ethnic  studies,  by  76%  to  2%;  in 
nomics,  by  63%  to  20%;  in  jouma 
by  63%  to  23%;  in  social  science 
72%  to  14%;  in  public  affairs,  by  I 
to  0%. 

Some  professors,  of  course, 
mirable  for  their  abilit)'  to  pi 
fairly  views  other  than  their  own, ; 
most  probably  try  to  do  so. 
though,  are  aggressive  in  their 
sionate  embrace  of  "realit\'." 
dean  of  humanities  at  Arizona  St 
University',   ideologically   traincdj 
Berkeley  in  the  1960s,  says,  "I  sec  J 
scholarship  as  an  extension  of 
political  acQN'ism."  He  intends 
pose  the  fact  that  "the  United  St 
has  taken  this  incredibly  fertile  cc 
nent  and  utterly  destroyed  it  wit 
ravaging  hatred." 

In  P.C.,  capitalism  is  a  panic 
object  of  loathing,  and  not  onlj 
America.  After  absorbing  two 
days  of  anticapitalist  rhetoric  at  ff^ 
academic  conference  in  England 
summer.  Sir  William  Ryrie  of  the 
temational  Finance  Corp.  began 
lecture  on  the  worldwide  turn  to  ( 
talism  with  the  wr\'  quip  "I  don't 
to  the  academy  often.  I  have  \ci 
in  the  last  t^vo  days  that  I  have 
devastatingly  out  of  touch  with 
unreal  world." 

Professors  of  humanities,  econ< 
ics,  journalism,   ethnic   studies 
public  affairs  are  important  leader 
the  American  cultural  system.  Is 
healthy  for  democracy'  when  its  ci 
tural  leaders  have  a  \iew  of  reality 
out  of  accord  with  that  of  leaders  of 
economic  and  p>olitical  systems? 
versity  of  \iewpoint  is  extremely 
able  in  a  demcxracy — but  not  wl 
its  components  are  kept  hermetic^ 
sealed  from  one  another  in  is<.>lat 
enclaves. 

What's  the  best  remedy?  Dialt 
argument,  interchange.  Univ( 
could  not  survive  without  endov 
chairs,  corporate  matching  gnr 
privately  raised  schi>larship 
gitts,  endowments.  But  the  rclatit 
berv\ecn  universities  and  the  busii 
world  should  Ix-  much  more  thai 
financial.  No  money  shi>uld  pa  As 
hands  unless  reasoned  argument  ' 
alsi>  publicly  engaged.  1  eaders  oii\AL 
italism  have  an  overNvhclmingly  poi;| 
erf  111  moral  ca.sc.  Thev  shtnild  make  i' 
in  the  universities  abcne  all. 
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WE     CAN     CHANGE     THE     FUTURE. 


At  this  moment  there  could  be  a  burglary  in  vour 
future.  But  that  can  change.  Vou  can  stop  that  break- 
in  now.  Before  it  ever  happens. 

As  a  property  and  casualty  insurer,  we  know  bur- 
glars are  especially  enamored  of  electronics  plants.  ^Xe 
also  know  the  steps  you  can  take  to  help  itiake  your 
premises  less  attractive  to  them.  \ou  have  to  be  com- 
mitted to  those  steps.  But  so  does  everyone  else  we 


group  you  with— electronics  people  like  vou  who 
share  the  same  kinds  of  ri;^ks.  .\nd  who  ^^  ill  also  share 
the  same  lowered  premiums  and  the  p)ssibility  of 
dividends  that  come  with  diligent  loss  control.  Its 
that  way  for  every  industry  we  insure. 

(lall  vour  agent  or  broker  about  us.  .\nd  make  sure 
the  bad  guvs  dont  have  a  future  with  vour  company. 

.\tlantic  Mutual.  4.5  Wall  Street.  New  ^ork.  NV  1000.") 


^AtlanticMutual 

IT  PAYS    ro  BK  C.\REFLL. 
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EDITED  BY  JOSHUA  LEVINE 


New  ads  are  poking  fun  at  Wilson  Bryan  Key  and  his 
theory  of  subliminal  advertising,  but  the  man  himself  is 
as  prosperous  as  ever,  thank  you. 

Search  and  find 


ieit-siyiea  suDiiminal  advertising  expert  Wilson  Bryan  Key 
"When  you  sexualize  food,  you  make  it  irresistible." 


It  ranks  as  one  of  the  great  moments 
in  the  histories  of  advertising  and  of 
profitable  niche  creation.  In  1970 
Wilson  Bryan  Key,  then  45  and  a 
journalism  professor  at  the  University 
of  Western  Ontario,  was  lecturing  to 
his  writing  class  about  an  article  in 
Esquire.  "I  happened  to  walk  around 
the  desk,"  recalls  Key,  "and  looked  at 
the  illustration  for  the  article  upside 
down.  'Wow!'  I  thought.  'Who  put 
that  there?'  It  was  a  phallus  on  a 
bookshelf!  That  was  the  first  one." 

It  was  the  first  one,  that  is,  of  the 
many  sexual  images  that  Key  began 
discovering  in  ad\cniscments.  A 
dirty  minded  professor.^  Sonic  people 
thought  so;  a  lot  still  do.  But  building 
on  a  concept  advanced  by  amateur 
psychologist  Jim  VicaiT  in  1957,  Key 
went  on  to  convince  millions  o\' 
Americans  that  Madison  Avenue  ^o\\ 
sciousl)'  laces  its  ads  w  ith  sexual  .xnd 
other  powerful  images.  The  images 
are  there,  says  Key,  if  onh'  you  look 
hard  enough. 
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Key  turned  his  theory  of  subliminal 
advertising  into  a  nice  business  for 
himself  In  1975  he  quit  teaching. 
Since  then,  in  four  books  (the  most 
popular  was  Subliminal  Seduction.,  re- 
issued this  year)  and  tireless  lecturing 
on  the  college  circuit,  Ke\'  has  be- 
guiled audiences  with  examples  of 
intentionally  camouflaged  genitalia, 
breasts  and  monsters  in  ads  for  just 
about  ever\'thing,  from  Wrigley's 
Spearmint  Gum  to  Ritz  Oackers. 

Ritz  Oackers?  "When  you  sexual 
ize  food,  you've  just  made  it  irresist- 
ibly appealing,"  says  Key.  "It  makes 
the  Ritz  cracker  taste  even  better, 
because  all  of  the  senses  are  intercon- 
nected in  the  brain." 

The  adxertising  community-  has 
never  taken  Key  seriously.  "  I'here's 
no  evidence  the  brain  works  the  way 
Kev  savs,"  sa\s  Don  H.  Schult/,  a 
professor  of  advertising  at  Northw  est- 
ern  lhiiversit>''s  Medill  School.  "I 
mean,  if  yt)u  can't  find  the  phallus 
after  st.u•in^  at   it,  how's  the   brain 


going  to  process  the  information?" 

Agrees  John  Gruen,  a  creative  dij 
rector  at  OgiKy  &  Mather:  "Tec 
cally,  you  can  adjust  images  any 
you  want,  but  it's  tough  enough 
get  across  an  obvious  message  lil 
'toasty  oats  are  crunchy.'  To  be  deli! 
erately  obscure  is  crazy." 

Periodically,  the  establishment  trii 
to  debunk  Key  and  his  sublimiru 
advertising    notions.    In    the    mic 
1980s  the  American  Association  ( 
Advertising  Agencies  mailed  an 
vertising  flier  to  a  number  of  newsp; 
pers  and  magazines.  The  headline 
the  flier  read:  "People  have  been  tn 
ing  to  find  the  breasts  in  these  \ 
cubes  since  1957."  The  ad  went  oiii 
say,  "Well,  if  you  really  searched,  y 
probably  could  see  the  breasts.  F( 
that  matter,  you  could  also  see  Milla^^ 
Fillmore,  a  stufl^ed  pork  chop  and| 
1946  Dodge."  (Key  examined  th 
aaaa's  ad.  He  admits  there  are  n> 
breasts,  no  Fillmore,  no  pork  choj 
no  Dodge.  He  did,  however,  find  '   .. 
collection  of  grotesque  faces,  animal< 
a  shark  and  an  erect  phallus.") 

The  public  thinks  Key  knows  wh: 
he's  talking  about.  A  recent  poll  con 
missioned  by  Seagram  Co.  found  th  . 
62%  of  American  adults  believe  Mad  J 
son  Avenue  is  using  Keysian  sublim  ; 
nal  images  to  sell  products.  Says  Kt  i 
Eisenstein,  Key's  lecture  circuit  agenl> 
"Even  if  it  is  a  controversial  theoriiV 
people  see  it  as  credible." 

Well,  if  vou  can't  beat  Kev. 
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A  trade  ad  meant  to  debunk  Keys  theory 
But  the  public  believes  Key. 
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isolut  vodka's  subliminal  spoof 
riking  back,  with  humor. 


itely  Madison  Avenue  has  been 
iking  back.  Its  weapon  of  choice: 
rody. 

Several  new  ads  feature  images  that 

ally  have  been  carefijlly  hidden,  and 

illy  can  be  found  if  you  look  hard 

ough.  In  an  ad  for  Seagram's  Extra 

ry  Gin,  for  instance,  a  tiny  golfer  is 

eked  away  in  a  splash  of  gin.  The  ad 

acls:  "Look  for  a  wedge  and  a  splash, 

id  find  the  hidden  pleasure  in  re- 

Lshing  Seagram's  Gin." 

Or  consider  a  new  version  of  ad 

cncy  tbwa's  popular  Absolut  vodka 

s.  (Called  "Absolut  Subliminal,"  it 

lows  a  glass  of  vodka  with  the  prod- 

:t  name  imprinted   faintly  on  the 

c  cubes. 

"I've  never  heard  of  people  using 
e  stuff  Key  talks  about,  but  we 
^ured  we're  always  being  accused  of 
so  why  not  do  it  for  real  in  a  jocular 
ay.!""  says  Ogilvy  &  Mather's  John 
Iruen,  who  created  the  Seagram's 
\tra  Dr\'  ad. 

How  is  Key  doing  in  the  face  of  this 
irody?  Very  nicely,  thank  you.  With 
bout  a  million  copies  of  his  books 
)ld  and  as  many  as  30  lectures  a  year 
It  $3,000  per  lecture)  around  the 
Duntry,  Key  seems  to  have  become 
n  institution  that  won't  go  away. 
Northwestcrn's  skeptical  Don 
:hultz  reluctantly  tips  his  hat  to  Key. 
He's  figured  out  a  way  to  make  large 
imis  of  money  using  his  imagina- 
on,"  says  Schultz.  "I  kind  of  wish  I 
loughtofit  20  years  ago."        -J.L. 
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Grade  school  kids  have  many  needs,  like  bicycles, 
popcorn  and  sneakers.  But  is  a  deodorant 
of  their  own  really  one  of  them? 

The  sweet 
smell  of  youth 


NiCHH  MARKKTING  is  all  the  rage  these 
days,  giving  us  ever\'thing  from  gour- 
met pet  food  (FoRBHS,  Au0.  19)  to 
organic  bathroom  tissue.  Sometimes 
niche  marketing  yields  a  product  that 
fills  a  real  need  for  a  distinct,  under- 
served  group — adult  incontinence 
products,  for  instance.  But  what  are 
we  to  make  of  Fun  'n  Fresh? 

Billed  as  the  first  deodorant  specifi- 
cally made  for  and  marketed  to  kids. 
Fun  'n  Fresh  is  a  new  product  current- 
ly being  sold  through  mass-market 
chains  like  Wal-Mart,  Kmart  and 
Revco.  Target  audience:  girls  and 
boys  between  7  and  1 2 . 

Like  car  payments,  bunion  pads 
and  decafifeinated  coffee,  deodorant 
isn't  generally  felt  to  be  a  necessary 
adjunct  to  life  until  the  carefree  days 
of  childhood  have  passed.  Not  so, 
counters  Philip  Davis,  the  32 -year- 
old  Cleveland  entrepreneur  who 
launched  Fun  'n  Fresh.  "It's  terrible 
when  a  child  is  the  subject  of  harass- 
ment because  he  or  she  has  body 
odor,"  says  Davis. 

Fun   'n   Fresh,   which   retails   for 


SI  .99  for  1 .5  ounces,  has  had  sales  of 
roughly  $500,000  since  it  was  intro- 
duced last  year,  says  Davis,  but  that's 
without  any  promotion.  Davis  says  he 
is  currently  negotiating  with  a  Cleve- 
land venture  capital  fijnd  for  a  S2 
million  in\estment,  which  he  esti- 
mates would  help  push  sales  to  SI 3 
million  in  1992. 

Envisioning  things  like  mouthwash 
and  foot  care  products  for  kids,  Davis 
figures  he  can  mine  this  niche  for  all 
it's  worth.  "Kids  want  ownership  of 
their  personal  hygiene,"  says  Davis. 
"There's  a  definite  correlation  be- 
tween hygiene  and  self-esteem." 
Let's  see  if  the  countrx's  kids  agree 
with  him.  -J.L.     IB 
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THE  NEWCOMPAQ  DESKPRO  486/50L. 

Seems  we've  been  here  before.  Once  again, 


the  most  powerful  PC  you  can  buy— in  fact, 
the  most  powerful  in  existence— comes 
from  Compaq. 

The  new  COMPAQ  DESKPRO  486/501. 
Personal  Computer  has  everything  for  the  most 
voracious  power  users,  and  for  intensely 


demanding  networks.  It  has  Intel's  fastest, 
most  powerful  microprocessor— the  50- MHz 
486  (more  than  50%  faster  than  the  33-MHz 
486).  A  second-level  cache  so  big  (256  Kbytes) 
that  99%  of  the  time,  the  data  you  need  will 
be  instantly  accessible.  A  more-than-generous 
8  megabytes  standard  RAM.  Plus  dozens  of 


other  features  for  speed  and  top  performance. 

E\ery  component  is  carefully  chosen. 
tested  and  perfected  to  make  sure  they 
work  together  to  deliver  the  maximum 
performance  possible. 

Who's  it  for^  Designers  and  engineers 
longing  to  stretch  CAD  CAE  to  its  limits. 
Software  de\'elopers  who  want  compilalior 
without  limitation.  Scientists  who  seek 
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iccelerated  analysis.  Anyone  who  wants 
0  push  Windows  wide  open  and  watch 
graphics-based  applications  fly. 

What's  good  for  one  power  user  is  also 
deal  for  a  group.  Exceptional  speed,  expand- 
ibility  and  practically  limitless  storage  (more 
han  20  GB)  make  it  an  extraordinary  network 
ierver  and  multiuser  host. 

But  doing  something  this  new  and 


exciting  isn't  new  to  us.  Compaq  has  a 
history  of  building  the  top-performing  PCs 
in  their  class.  With  the  highest  standards 
of  reliability  (to  save  you  money)  and 
compatibility  (to  save  you  headaches). 
And  outstanding  support. 

The  Compaq  Customer  Support 
Center  at  1-800-345-1518  puts  you  in  touch 
with  Compaq  technical  experts  who  can 


complement  your  dealer's  know-how. 
For  details  and  the  location  of  your 
nearest  Authorized  COMPAQ  Computer 
Dealer,  call  1-800-231-0900.  Operator  164. 
In  Canada.  1-800-263-5868,  Operator  164. 
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it  simply  works  better. 
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Larry  Ellison,  who  used  smoke  and  mirrors  to  turn 
Oracle  Systems  into  a  highflier  on  Wall  Street, 
says  he  is  now  a  reformed  man. 

^^The  anrogance 
was  unnecessary 


» 


By  Julie  Pitta 

When  database  software  juggernaut 
Oracle  Systems  Corp.  was  in  its  hey- 
day— that  is,  before  its  market  capital- 
ization crashed  from  $3.8  billion  a 
little  more  than  a  year  ago  to  a  recent 
$700  million — its  founder  and  chief 
executive,  Lawrence  Ellison,  was  fond 
of  lavish  theatrical  gestures.  For  ex- 
ample, he  held  a  press  conference 
aboard  a  Concorde  jet  to  trumpet  the 
performance  of  Oracle's  software.  It 
also  not  so  subtly  underlined  the  com- 
pany's spectacular  record  of  growth. 

The  boss'  public  arrogance  influ- 
enced his  employees.  "The  typical 
Oracle  [employee]  drove  a  Jaguar, 
had  a  5  handicap  on  the  golf  course 
and  no  concern  about  who  he  was 
working  with,"  says  Robert  Burgess, 
a  vice  president  of  Silicon  Graphics,  a 
computer  maker. 

But  then  Wall  Street  discovered 
that  Ellison  was  fiidging  Oracle's 
numbers.  He  pumped  up  revenues  by 
recording  sales,  in  some  cases,  before 
a  contract  was  signed;  many  of  these 
"customers"  didn't  start  paying  for 
software  until  up  to  a  year  later — if 
they  were  still  customers,  a  big  if. 
"They  rushed  products  out  to  be  the 
first,  and  sometimes  they  weren't  well 
tested,"  says  Michael  La  Magna,  a 
corporate  database  manager  active  in 
Oracle's  New  York  user  group. 
"When  you  had  a  problem,  hours  or 
days  could  pass  before  you'd  talk  to  a 
support  person." 

Not  satisfied  with  exaggerating 
sales,  Ellison  also  intlatcd  profits  by 
immediately  capitalizing — rather 
than  expensing — some  r&d  costs 
(Forbes,  May  1,  1989). 

Recalls  Bruce  Mitchell,  a  fi)rmer 
Oracle  executive  now  running  a  soft 
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Oracle's  Larry  Ellison 

"You  pay  a  price 

for  growing  too  rapidly." 


ware  startup:  "It  didn't  matter  what 
you  thought  you  could  do  when  you 
sat  down  at  the  end  of  the  year  to 
make  your  forecasts.  You  were  given  a 
number  by  your  manager,  and  you 
knew  it  would  be  a  doubling  [from 
the  year  before.]" 

When  Oracle  shocked  Wall  Street 
nearly  a  year  ago  by  restating  its  prior- 
year  results,  profits  suddenly  turned 
into  losses  and  the  company's  stock 
collapsed.  For  its  fiscal  year  ended 
May  31,  Oracle  lost  $12  million  on 
sales  of  $1  billion. 

Today  Ellison  is  eating  humble  pic. 
"The  arrogance,"  he  says,  "was  un- 
necessarN'.  We  made  public  statements 
that  benefited  no  one." 

In  his  struggle  to  turn  Oracle 
around  and  regain  some  credibility, 
Ellison  has  replaced  four  senior  exec- 
utives, streamlined  the  company's  de 
centralized  organization  mk\  installed 
a  mt)re  rigt)rous  quality  assurance 
program  for  Oracle  pn)ducts.  The 
company  has  begun  to  implement  the 
accounting  standards  that  spread  rev 


iIIoTh- 


enue  for  software  support  over  the 
of  a  contract,  and  that  set  rigon 
conditions  for  payment  terms  befoi 
deal  is  booked  as  a  sale. 

When    customers    with    techni 
problems  call  Oracle's  new  service  h 
line,  they  are  now  likely  to  get  a  11' 
service  representative.  This  is  a 
step  forward  from  the  old  da\'s,  wb 
a  customer  would  reach  a  secret 
who  might  or  might  not  get  a  messa 
to   a   technical   person.   Meanwhi!' 
computer  companies  that  were  trc 
ed  brusquely  now  sense  that  Ellisoi 
interested   in  working   much   mi 
closely  with  them.  "There's  bee 
change    in    attitude,"    says    Silic 
Graphics'  Burgess,  who  notes  that  r 
transformation  began  after  a  perse )ij 
meeting  with  Ellison. 

Fortunately  for  Ellison,  Ora( 
technology'  was  and  is  fiindament 
solid.  Its  relational  databases  all 
computer  users  to  access  large  storj 
of  information  in  a  selective  way.  Bn* 
tol-Meyers  Squibb  scientists  use  Or, 
cle's  relational  database  software 
cluster  of  Digital  Equipment  Coi 
minicomputers    to    track    propo: 
pharmaceuticals  through  the  fed 
regulator)'  maze. 

Unlike  the  proprietar>'  datab 
software  offered  by  both  Digital  a 
IBM,  Oracle  runs  on  a  wide  variety 
computer  makes.  As  a  result, 
company  has  captured  nearly  half 
the  relational  database  softwa 
market. 

Ellison  still  defends  Oracle's  z 
for  revenue  growth.  "I  onI\'  wish 
could  have  done  it  effortlessly," 
says.  Because  of  its  complexit)'.  Or 
cle's  sofhvare  costs  much  more  tk 
develop  and  to  sell  than  comparah 
personal  computer  software.  Ellis< 
spends  to  keep  his  technology  up  I 
date.  Oracle  recently  released  a  vc 
sion  of  its  s«.)ft\\  arc  U>r  supertast  para 
lei  prcKessing  computers. 

So  Ellisi^n  needs  a  large  custom 
base  to  support  his  high  cost  opci  Phu 
tion.  Smaller  competitors  like  Sybai  r  JK 
Ingres,    recently    acquired    by    A 
Computer   Systems,   and    Infomiif 
which  was  also  forced  to  restate  rc\ 
nue,  have  all  had  difficult^"  makin 
profit.  . 

"You  pay  a  price  ior  gro\\ing  td  p 
rapidly,"  sighs  Ellison.  In  Oraci^ 
ca.se,  the  price  was  its  reputation,  i 
can  be  regained,  but  slowly.  fll 
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low's  the  new  proposal?" 


"Finished:' 


"C'mon,  the  research  alone. . !'    "That  was  the  easy  part'.' 


5054  TMZ 


5054  TMZ 


50S4  TMZ 


5054  TMZ 


•^ 

KJ*  1^^  — ^H 

L 

M 

a    1 

^ 

^^^ 

11  LI  1  jIH 

-■^ 

^   >  f^B 

^T 

I          11 

^ 


Lasy!  I  hope  it's  right!' 


"The  client  said  we  nailed  it'. 


"You  already  turned  it  in?" 
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Days  ago.  We  were  first'.' 


"Hey,  are  we  talking  some  kind  of  secret  weapon  here?" 


The  answer  is  in  Dialog. 


rmation— complete,  precise,  up- 
he  minute.  It's  your  most  powerful 
iness  tool.  Find  exactly  what  you 
d  to  know  fast  in  Dialog,  the  world's 
t  and  largest  electronic  library.  We 
r  over  400  diverse,  detailed  data- 
es  readily  accessible  online  via 
iputer  and  modem,  many  even 


on  compact  disc.  You  probably  won't 
have  to  look  anywhere  else.  See  your 
Information  Specialist  about  Dialog. 
Or  call  for  a  free  kit  on  Dialog  infor- 
mation for  your  industry. 


1-800-3-DIALOG 


Outsuif  US.  -//S  «5«  .?785.  hux  -^/S  «5«  7069 


Dialog  Business  Tools:  For  marketing, 
finance,  manufacturing,  and  manage- 
ment. Full- text  industry  reports,  financial 
tables,  worUlunde  company  data,  market 
data,  patents  and  trademarks,  techni- 
cal articles,  current  news.  From  DSdB, 
SScP,  Predicast,  Teikoku,  McGraw-Hill 
Knight  Ridder,  and  many  other  sources, 
many  updated  daily,  euen  continuously 


DIALOG  INFORMATION  SERVICES,  INC. 

A  KNIGHT-RIDDER  COMPANY 


M2I2 
'1  Dialog  Information  Services,  Inc.,  3460  Hillvicw  Avenue.  Palo  Alto,  California  94304  All  rights  rrscrvrd  DIALOG  u  aicfVKemarV  at  Dialog  Information  Srr»Ke>,  ln>. .  Regntrred  I   S  ("airnt  and  Tradmuri  OflKr 


COMPUTERS  &  COMMUNICTIONS 


In  computers,  timing  is  as  important  as  technology. 
Consider  Sequoia  Systems'  brush  with  death. 

Bleeding  edge 
technology 


By  David  Churbuck 

One  of  the  livest  wires  in  the  com- 
puter industry  is  little  Sequoia  Sys- 
tems, Inc.  of  Marlborough,  Mass.  In 
its  fiscal  year  just  ended  in  June,  sales 
were  up  30%,  to  $63  million,  and 
earnings  were  up  55%,  to  $7  million. 
Sequoia's  stock  has  climbed  40%  since 
the  company  went  public  just  over  a 
year  ago.  With  a  price/earnings  ratio 
of  just  under  17,  Sequoia  is  consid- 
ered cheap  by  some  of  the  analysts 
who  follow  it. 

But  Sequoia  nearly  didn't  make  it. 
"We  almost  lost  it  in  1986,"  says 
Gabriel  Fusco,  chief  executive  officer 
of  this  specialt}'  computer  maker. 
"The  company  was  out  of  cash." 

In  Silicon  Valley-speak,  Sequoia's 
idea  went  beyond  the  leaciing  edge  of 
computer  tcchnolog)'  and  crossed 
over  into  bleeding  edge  technology. 
It  took  six  years  for  Sequoia's  engi- 
neers to  get  the  bugs  out  of  its  ma- 
chines, and  for  customers  to  be  con- 
vinced of  their  merits.  Few  startups 
can  afford  to  wait  that  long. 

Sequoia's  story  begins  in  1981, 
when  the  company  was  founded  by  a 
designer  of  space- borne  computers. 
Jack  Stiffler  had  worked  for  years  in 
the  space  industry,  designing  so- 
called     fiult  tolerant     systems     that 


could  suffer  internal  failures  yet  keep 
on  flinctioning  error-free.  In  1981 
Stiffler  quit  his  job  at  Raytheon  to 
form  Sequoia,  taking  the  name  from  a 
Silicon  Valley  cleaning  service  whose 
van  happened  to  roll  into  a  parking  lot 
outside  his  window.  The  company 
later  moved  to  Massachusetts,  and 
Stiffler  is  chief  technolog}'  officer. 

Fault-tolerant  computing  was 
mandatory  in  the  1970s  for  things  like 
air  traffic  control  systems,  develop- 
ment of  the  space  shuttle  and  other 
critical  fiinctions  that  depended  on 
imperturbable  computing.  It  is  now 
required  for  things  like  automatic  tell- 
er machine  networks  and  911  emer- 
gency telephone  service. 

A  fault-tolerant  computer  basically 
has  at  least  two  of  e\'er\thing:  t^\'0  disk 
drives  mirroring  each  other,  two  pow- 
er supplies,  t%\'o  sets  of  memor\' — in 
short,  the  redundancy  to  cope  with 
those  rare  but  potentially  costly 
events  when  a  chip  fails  or  an  electron- 
ic blip  causes  the  system  to  crash. 

Backed  in  I98l'  by  $29  million  in 
venture  capital,  Stiffler  and  two  co- 
founders  decided  to  design  their 
fuilt-tolerant  computers  around 
Unix,  the  Ar& r  operating  system  that 
is  noted  for  its  abilirs'  to  nm  on  manv 


Sequoia's  Fusco 
"We  almost  lost 
it.  The  company 
was  out  of 
cash." 
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different  makes  of  computers.  T 
Unix  has  made  big  strides  in 
commercial  computer  world.  In  th( 
days,  however,  it  was  virtually 
known  to  corporate  computer  ry 
Sequoia's  researchers  ate  up  cash 
ing  to  adapt  Unix  to  the  peculi 
of  fault- tolerant  computing,  whil( 
salaried  salesmen  waited  around 
customers  to  start  buying. 

"The  decision  [to  use  Unix]  nearh 
broke  us,"  says  chief  executive  Fusco 
Back  then  Sequoia's  competitor 
were  successfully  selling  computcn 
that  ran  their  own  peculiar  brands  d 
software.  Tandem  Computers,  thf 
market  leader  today,  was  first  with  i 
successfiil  soft^vare  system  for  faul 
tolerance,  which  became  pop 
with  large  financial  institutions 
stock  exchanges.  Later,  Stratus 
puter  broke  into  banks  and  airlii 
with  its  own  proprietan,'  fault -tole 
computers  (Forbes,  Apr.  1). 

Fusco,  a  26-year  sales  and  mark 
ing  veteran  of  IBM,  was  recruited 
run  Sequoia  in  1987,  when  cash 
all  but  evaporated.  To  get  the  mi 
mileage  out  of  what  was  left,  he  qui 
ly  fired  the  company's  public  relatii 
firm.  "We  had  no  product  to  pu 
cize,"  he  says.  He  also  pared  down 
marketing  staff'  and  secured  enou 
new  capital  to  keep  the  company 
ing  until  it  could  ship  its  first  mach 
And  he  leveraged  Sequoia's  ten- 
son  national  sales  force  by  signing 
as  resellers  big  companies,  like  He 
lett- Packard,  that  don't  make  tauli 
tolerant  machines  of  their  outi. 
even  bought  8%  of  Sequoia's  shares 

As  an  understanding  of  Unix's  a^ 
vantages  spread.  Sequoia's  sales 
gan   to   grow.   Ttxiay   Sequoia   is 
distant  third  in  the  market  for  fault 
tolerant  machines,  behind  Tandcr,  t 
and   Stratus,   according   lo   Can^K 
Griffin,  at  Framingham,  Mass.  ba^v. 
market  re,searchcr  iix\  Sequoia's  ». 
ti>mcrs  include  the  Federal  A\iat 
Administration,  which  uses  Scquoi 
computers  to  provide  weather  rc^xirt  : 
to  piU>ts,  and  Rav  State  Health  C^are, 
large  prepaid  health  i>rgani/arion  tha  | 
uses  them  tor  claims  priKessing.         | 

Now   landem  and  Stratus  arc 
providing  l'ni\  based  fault  toler.u  > 
to  their  customers.  Sequoia  has  s,.: 
Nived,  hut  a  lot  of  high  tech  pionea 
whi>  stake  their  futua's  on  hieedia 
edge  technoU^g\  aren't  so  lucky.    ■ 

l-orlx-s  ■  Scptcml-Krr  2,  199^ 


i^^hen  you're  traveling  abroad, 
t's  nice  to  hear  a  familiar  voice 
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e  language  may  be  difficult. 

e  food  may  be  different. 

e  customs  may  be  unfamiliar. 

I  making  a  phone  call  back  to  the 

s  can  be  easy 

t  dial  the  special  AT&T  USADirect® 

iS  number  tor  the  country  you're  in. 

ithin  seconds,  you're  in  touch  with 

T&T  Operator  in  the  U.S.  who  can 

you  complete  your  call. 


Use  your  AT&T  Calling  Card  or  call 
collect.  And  not  only  can  you  minimize 
hotel  surcharges,  but  you  can  also  save 
with  our  international  rates. 

Only  AT&T  USADirect  Service  puts 
you  in  easy  reach  of  an  AT&T  Operator 
from  over  75  countries  around  the  world. 

And  it's  just  another  way  that  AT&T  is 
there  to  help  you  from  practically  any- 
where in  the  world. 


Bobbi  Concv 
AT&T  Operator 
Pittsburgh.  PA 


So  call  1  800  874-4000  Ext.  415 

for  a  free  information  card  listing  AT&T 
USADirect  access  numbers. 

And  see  how  making  a  phone  call  from 
distant  lands  can  become  familiar  lerritorv 


AT&T  USADirect  Senice. 

Yoiirex]')ress  cxMincction  (o  AlXTstT\ia\ 


)AT&T 


AT&T 

The  right  choice. 
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Etch  A  Sketch 
computing 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


Personal  computers  these  days  are 
like  pieces  of  meat.  They  are  more 
alike  than  different  and  might  as  well 
be  sold  by  the  pound.  I  blame  the 
sameness  on  our  demand  for  industry 
standards.  We  customers  don't  want 
to  have  to  learn  about  several  different 
operating  systems,  keyboards  and  the 
like.  Standards,  in  turn,  have  made  PCs 
less  expensive  to  build  and,  conse- 
quently, easier  for  you  and  me  to 
afford,  but  standards  have  also  made  it 
almost  impossible  for  any  PC  maker  to 
profit  by  distinguishing  its  brand  of 
desktop  computer  from  any  other. 

Even  in  the  high-growth  category 
of  notebooks,  novelty  is  rare.  Of  the 
more  than  150  brands  on  the  market, 
most  look  like  Compaq's  lte  series. 

The  so-called  pen- based  comput- 
ers, however,  offer  hope  to  an  indus- 
try troubled  by  the  same  old  same  old, 
and  to  investors  as  well.  These  new 
computers  rely  not  on  letters  and 
numbers  typed  into  a  keyboard  but  on 
writing,  marking  and  gesturing  with  a 
pen  on  the  display  screen  of  the  com- 
puter. The  pen  computer,  which 
looks  something  like  an  Htch  A 
Sketch,  may  be  the  most  promising 
development  in  computing  since  the 
Macintosh  and  the  mouse. 

Of  course,  pen  computing  could 
turn  out  to  be  one  (^f  those  ni.irginally 
practical  ideas  that  the  computer  in- 
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dustry  is  always  falling  in  love  with, 
such  as  voice  recognition  and  artificial 
intelligence.  However,  I  believe  that 
pen  technology  will  liberate  PC  de- 
signers and  their  customers  from  key- 
boards. It  also  may  loosen  the  con- 
straints of  the  industry's  standards, 
giving  rise  once  again  to  innovation, 
product  differentiation  and,  one 
hopes,  profit. 

How  can  you  play  pen  computing 
as  an  investor?  There  are  very  few 
publicly  held  companies  that  are  ex- 
clusively in  the  pen -based  computer 
business.  For  example,  although  Grid 
Systems  already  is  selling  tens  of  thou- 
sands of  such  systems  a  year.  Grid  is 
only  a  tiny  part  of  the  company  you 
can  invest  in,  Tandy  Corp. 

One  investment  angle  is  to  look  for 
supphers  of  important  underlying 
technology.  For  example,  pen  com- 
puters need  digitizers,  the  circuits 
that  tell  the  computer  when  the  pen 
touches  its  screen,  where  on  the 
screen  it  is,  and  in  what  direction  it  is 
moving.  Summagraphics  Corp.  could 
become  important  here. 

Pen  computers  must  also  under- 
stand handwriting,  which  brightens 
the  prospects  for  developers  of  soft- 
ware that  recognizes  handwriting. 
One  such  developer  is  Nestor  Inc.,  a 
tiny  public  company  in  Rhcxle  Island. 

If  there  is  one  complaint  that  unites 
all  users  of  portable  computers,  it  is 
that  the  batteries  don't  last  long 
enough  to  make  the  products  truly 
mobile.  Instead  of  waiting  for  break- 
throughs in  battery  technology', 
you'd  do  better  to  put  your  money  in 
companies  whose  products  reduce  a 
computer's  needs  for  power.  Among 
them  is  C'hips  &  Technologies,  which 
makes  circuits  that  send  a  portable 
computer  into  a  power-saving  trance 
whenever  it's  on  but  not  doing  work. 
In  addition,  Intel  has  begun  selling 
special  versions  of  its  micropriKcssors 
that  are  miserly  with  a  watt. 

For  pen  computers,  smaller  disk 


drives,  which  use  less  power,  arc 
in  the  offing.  For  example,  1.8- 
diameter  drives  are  being  readiei 
Conner  Peripherals  and  others  to 
the  place  of  today's  smallest  d 
which  are  2.5  inches  in  diameter 

In  some  pen  computers,  disk 
will  be  replaced  with  memory 
from  companies  like  Intel  and 
Disk,  a  startup  in  Santa  Clara,  C 

In  displays,  pen  systems  wi 
crease  demand  for  lighter,  bri 
screens  with  higher  contrast, 
though  the  display  market  bel 
almost  entirely  to  large  Jap 
firms,  there  may  be  a  growing  ro 
public  U.S.  outfits  like  In  Focus  S 
tems,  which  makes  display  panels 

The  ability  to  communicate  wii 
out  wires  is,  or  ought  to  be, 
hallmark  of  a  computer  that's  poi 
ble,  as  most  pen-based  systems 
be.  In  addition  to  IBM  and  Moton 
which  are  involved  in  wireless  d 
communications  through  their  An 
partnership,  the  need  for  commui 
eating  pen  computers  could  m 
public  companies  of  such  private  su 
pliers  as  Photonics  of  Campbc 
Calif,  and  Cellular  Data  of  Pi 
Alto,  Calif 

Of  course,  pen  computers  m 
operating  systems.  Microsoft  will 
fer  one.  For  those  who  can't  dc 
which  operating  system  to  use, 
who  want  to  buy  a  pen  system  with( 
having  to  worr)'  which  operating 
tem  will  become  predominant, 
technology'  to  create  pen  comput 
with  dual  operating  s\'stems  is  bciiY 
developed  by  Phoenix  Technoloui.i 

Now,  ha\ing  told  you  all  thiv 
must  also  tell  you  that  the  princip. 
pen-computing  investment  opponu 
nities  involve  none  of  the  above.  It 
companies  to  w  atch  are  GO,  Momen 
and  Slate.  c;o,  (->(  Foster  Cir\',  Cali 
has  developed  the  PenPoint  ope 
ing  system  that  IBM  and  others  hi 
licensed.    Momenta,    of    Moun 
View,  C^alif ,  is  making  a  pen  compi 
er.  Slate,  based  in  Scottstialc,  Ariz. 
developing  applications  st>ttAvarc 
pen-based  systems.  All  three  arc 
vate,  and  any  public  offering  is  at  I 
a  year  or  t>vo  away.  Yet  these 
names  to  tuck  away.  These  are 
companies  mivst  likely  to  break 
personal  computer  industn*  out  o\ 
sameness,  and  if  thev  do  well,  they 
do  vet)'  well,  ve^^  quickh  . 

Forbes  ■  September  2,  1 


RGANIZATIONAL 

POWER: 
URE  AND  SIMPLE. 


lW/tH/)64K8 


In 


HB^S0s«"eq 


t234S67B90BS 
OWERTVU  lOP 

ASDFGMJ  KLJ 

liZXCVBNM>0 


Wizard*  OZ-8000  has  all  the  posver 
need  to  stay  on  time,  on  track  and 
ontrol.  Eleven  built-in  functions 
a  raised  typewriter  keyboard 
<;e  it  easy  to  store,  retrieve  and  sort 


phone  numbers,  important 
dates,  your  schedule,  memos 
and  more.  You  don't  need  to 
enter  DOS  commands. 
Just  touch  any  function  key 
and  the  Wizard  displays  the 
information  you  want. 

EASY  TO  EXPAND. 

Insert  any  optional 
Wizard  software  card  for 
easy  access  to  more  power. 
The  Wizard's  patented 
touch-screen  turns 
each  card  into  a  custo- 
mized keypad.  Choose  from 
reference,  business,  entertain- 
ment, telecommunications  and 
memory  expansion  cards  that  are  as 
easy  to  use  as  the  Wizard  itself. 

EASY  TO  EXCHANGE  DATA. 

With  the  optional  Organizer-Link  and 


cable,  you  can  load  files  from  your  PC 
into  yourWizard,  or  download  work 
done  on  yourWizard  to  your  PC. 

EASY  TO  COMMUNICATE. 

An  Organizer  Fax/Modem  gives  you 
the  power  to  send  a  fax  directiv  from 
vour  Wizard.  Or,  connect  with 
on-line  services  to  send  and 
receive  data  over  direct  phone 
ines  and  even  from  a  cellular 
phone.  To  learn  how  easy  it 
is  to  organize  your  business 
BHP  and  personal  life,  call 

1-800-321-8877.  In  Canada, 
call  1-416-890-2100.  And  ask  for  the 
dealer  nearest  you. 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS" 


1  Sharp  EJectnmics  Corporation 
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Amino  acids  have  the  potential  to  cure  insomnia,  treat 
depression,  prevent  eating  disorders— and  to  kill.  When 
is  the  FDA  going  to  start  treating  them  like  drugs? 

Killer  acids 


By  Reed  Abelson 

When  Helen  Jones,  a  52-year-old 
forldift  operator  from  Salem,  Ore., 
complained  to  her  doctor  about  diffi- 
culty sleeping,  the  doctor  suggested 
that  she  take  an  amino  acid  called  L- 
tryptophan,  easily  purchased  in  any 
health  food  store.  Amino  acids — 
roughly  20  of  them  make  up  the  basic 
building  blocks  from  which  the  hu- 
man body  is  constructed — are  present 
even  in  ordinary  cow's  milk. 

But  after  taking  L-tryptophan  tab- 
lets, Jones  became  seriously  ill.  She 
tired  easily  and  suffered  from  cramp- 
ing muscle  pain.  Blood  tests  showed 
that  she  had  an  abnormally  high  num- 
ber of  eosinophils,  a  type  of  white 
blood  cell.  She  lost  the  use  of  her  arms 
and  legs.  Today,  after  extensive  physi- 
cal therapy,  she  can  get  around  with 
the  aid  of  a  walker  but  has  no  feeling 
below  her  elbows  or  in  most  of  her 
legs.  "She  will  be  a  cripple  for  the  rest 
of  her  life,"  says  her  husband,  Don- 
ald, who  quit  his  job  as  a  construction 
worker  two  years  ago  to  care  for  her. 
She  has  yet  to  receive  any  of  the  $1 .4 
million  in  damages  recently  awarded 
to  her  from  the  company  that  pro- 
duced the  tablets  she  took. 

Helen  Jones  is  one  of  thousands  of 
Americans  who  developed  eosino- 
philia- myalgia  syndrome  two  years 
ago,  apparently  as  a  result  of  taking 
tainted  L-tryptophan  made  by  Showa 
Denko  K.K.,  a  Japanese  chemical 
company.  As  many  as  10,000  people 
may  have  developed  the  syndrome 
and  31  ha\c  died. 

Showa  Dciiko  denies  a  causal  link 
between  its  amino  acid  and  the  epi- 
demic. But  scientists  in  and  out  of 
government  are  convinced  that 
Showa  Denko's  L-tryptophan  caused 
the  illness.  Showa  now  taces  at  least 
850  U.S.  lawsuits  claiming  a  total  of 
roughly  $1  billion  in  damages;  it  has 
settled  only  about  30. 


These  days  the  Food  &  Drug  Ad- 
ministration is  under  attack  for  taking 
too  long  to  evaluate  aids  drugs  and 
other  pharmaceuticals.  There  is  merit 
to  the  attack.  But  this  sad  story  shows 
what  can  happen  when  little -known 
compounds  are  made  available  for 
mass  consumption  as  home  remedies, 
without  the  tough  clinical  studies  that 
routinely  accompany  any  new  drug. 

Americans  spend  $3.2  billion  each 
year  on  nutritional  supplements,  in- 
cluding "natural"  amino  acids,  vita- 
mins and  minerals.  Amino  acids  are 
sold  as  treatments  for  everything  from 
alcoholism  (L-glutamine)  to  herpes 
(L-lysine).  While  it  is  illegal  for  manu- 
facturers to  make  medical  claims 
without  prior  approval  from  the  hda, 
health  food  stores  routinely  sold 
brands  of  L-tryptophan  with  names 
like  Nature's  Tranquilizer  or  Calm 
Kids.  Often,  articles  from  magazines 
like  Prevention  or  Health  News  & 
Review  were  posted  nearby,  touting 
the  "health"  claims.  Although  L- 
tryptophan  is  now  banned,  other  ami- 
no acids  remain  on  the  shelves. 

The  FDA  has  chosen  to  ignore  the 
proliferation  of  health  claims  being 
made  for  amino  acids,  and  has  not 
required  manufacturers  to  perform 
the  kind  of  detailed  studies  of  possible 
risks  that  are  mandatory  for  a  new 
pharmaceutical  product.  I'he  FDA 
does  not  usually  inspect  overseas  sup- 
pliers of  "food  additives,"  but  does 
rigorously  inspect  pharmaceutical 
makers.  When  F'JA  investigators  final- 
ly did  visit  Showa  Dciiko's  factor\'  in 
Japan  in  Ma\'  1990  to  find  out  what 
had  happened  in  the  eosinophilia 
myalgia  epidemic,  the  inspectors 
fi)und  incomplete  records,  which 
made  it  impossible  t()  know  exactly 
how  the  L  inptophan  was  made. 

The  fault  is  not  entirely  the  fda's. 
Nearly  20  years  agt)  the  FDA  attempt 


^ 


ed  to  take  amino  acids  like  L-tr\pto- 
phan  oft'  the  shelves.  But  through  a 
clerical  error,  amino  acids  were  inad- 
vertently included  in  a  1977  list  of 
substances  the  agency  considered 
"generally  recognized  as  safe." 

The  FDA  tried  to  correct  its  error  by 
publishing  a  correction  notice  the 
following  October.  But  the  courts 
later  ruled  the  1977  regularions  were 
valid,  even  though  they  were  pub- 
lished in  error.  A  year  earlier,  an 
amendment  sponsored  by  Senator 
William  Proxmire  (D-Wis.)  limited 
the  fda's  authorin  to  police  Nitamin 
and  mineral  supplements. 

Rather  than  crack  down  on  the 
amint)  acids  that  touted  unprovcn 
health  claims,  the  agcno'  simply 
backed  otV.  Curiously,  the  agenc>"  has 
been  tcnigh  on  CD.  Searlc's  aspar- 
tame artificial  sweetener,  which  con- 
tains minute  amounts  of  amino  acids; 
aspartame  had  to  go  thnnigh  a  ftill- 
dre.vs  re\new  at  the  FDA  Ix'tore  it  was 
apprtwed  for  use  as  a  sweetener.  Yet 
amino  acids  that  are  si>ld  as  home 
nostrums  in  health  UhkI  stores  have 
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Researcher  Sternberg  of  NIMH 

Could  31  deaths  have  been  prevented? 

been  ignored  for  years. 

Many  amino  acids,  including  L- 
tr)'ptophan,  do  have  useful  pharma- 
cological effects.  L-tryptophan  is  a 
chemical  precursor  of  serotonin,  a 
neurotransmitter,  which  is  believed  to 
play  a  role  in  certain  neurological 
disorders,  from  eating  disorders  to 
migraines.  (When  taken  alone,  L- 
tryptophan  significantly  increases 
brain  serotonin  levels.)  Another  ami- 
no acid,  L-threonine,  may  be  useft.il  in 
reducing  the  muscle  spasticity'  in  para- 
plegics. And  L-carnitine,  a  nutrient, 
was  approved  as  an  orphan  drug  for 
treatment  in  muscle  diseases. 

But  no  drug  company  will  spend 
the  necessary  $10  million  or  so  to 
demonstrate  to  the  hda  that  the  com- 
pounds are  safe  and  effective.  Why 
not?  Because  amino  acids  making  a 
variety  of  "drug"  claims  arc  being 
sold  in  health  food  stores  without  fda 
review.  Thus,  the  company  that 
spends  millions  on  testing  is  compet- 


ing against  generic  health  food  ver 
sions  of  the  same  compound. 

"Not  calling  these  compounds 
drugs  becomes  self-fulfilling,"  says 
Richard  Wurtman,  a  professor  of  neu- 
roscience  at  Massachusetts  Institute 
of  Technology.  Wurtman  wants  the 
FDA  to  treat  amino  acids  as  drugs. 

Meanwhile,  scientists  are  strug- 
gling to  find  the  cause  of  the  mysteri- 
ous disease  afflicting  people  who  took 
Showa  Denko's  L-tryptophan.  "The 
plight  of  patients  has  driven  us  all  in  a 
race  against  time,"  says  Esther  Stern- 
berg, a  medical  expert  at  the  National 
Institute  of  Mental  Health  in  Bethes- 
da,  Md.  Sternberg  has  found  that 
when  rats  of  a  certain  strain  are  given 
impure  L-tryptophan,  they  develop 
symptoms  similar  to  those  found  in 
humans  with  eosinophilia-myalgia. 

Some  eosinophilia-myalgia  pa- 
tients suffer  permanent  damage,  the 
result  of  long-lasting  inflammation. 
They  may  develop  scarring  of  the 
connective  tissue  surrounding  mus- 
cle, and  thus  suffer  from  muscle  pain 
and  fatigue;  others  have  permanent 
damage  to  the  nerves  or  muscle.  Al- 
though steroids  may  be  useful  in 
treating  some  of  the  initial  inflamma- 
tion that  accompanies  eosinophilia- 
myalgia,  there  are  no  known  effective 
treatments  for  the  later  stages  of  the 
disease.  "We  don't  know  what's  go- 


ing to  happen  tomorrow,"  says  Mar- 
guerite Vitolo,  a  freelance  writer  in 
New  York  City  who  has  the  illness. 

Some  researchers  believe  signifi- 
cant amounts  of  the  impurin.'  may 
have  appeared  after  Showa  Dcnko 
used  recombinant  DNA  technology  to 
genetically  engineer  a  new  version  of 
bacteria  to  make  the  L- triptophan. 
That  may  have  produced  greater 
amounts  of  acetaldehyde,  which  re- 
acts with  L-tnptophan  to  form  the 
impurity  implicated  in  the  illness.  At 
the  same  time,  the  firm  changed  its 
purification  process.  Researchers  con- 
tend that  if  the  HDA  had  been  monitor- 
ing changes  in  Showa  Denko's  manu 
facturing  process,  the  regulators 
could  have  caught  the  problem — if 
indeed  this  was  the  cause. 

Researchers  hope  that  what  they 
learn  about  eosinophilia-myalgia  will 
unlock  mysteries  of  other  diseases. 
"Understanding  the  mechanism  of 
this  will  help  our  understanding  of 
many  other  inflammatory  and  scar- 
ring diseases  like  rheumatoid  arthritis 
and  lupus,"  says  Sternberg. 

Could  31  deaths  have  been  pre- 
vented? Maybe  not.  But  much  could 
have  been  done  to  reduce  the  likeli- 
hood of  their  happening.  A  gocxi 
place  to  start  would  be  for  the  fda  to 
start  treating  amino  acids  as  the  po- 
tent drugs  they  really  are.  ^ 


Drug  or  food? 

Amino  acid 

Why  people  buy  it 

A  prescription  version  might 

L-carnitine* 

Treat  muscular  dystrophy,  improve 
metabolism,  etc. 

Treat  systemic  carnitine  deficiency 

L-leucine,  L-isoleucine  and 
L-valine  etc.  (combination) 

Promote  tiealing,  treat  insomnia, 
control  weiglit.  etc. 

Treat  Lou  Gehng's  disease,  a  form 
of  paralysis 

L-lysine 
L-phenyialanine 

Treat  trcrpes,  etc 

Stimulate  brain  function,  relieve  depression  etc 

L-threonine 
L-tyrosine 

L-tryptophan 


Improve  glandular  function,  treat 
insomnia,  depression,  etc. 


Increase  vigor,  with  ottier  drugs  safety 
suppress  appetite,  treat  depression, 
narcolepsy 


Treat  insomnia,  depression,  premenstrual      Treat  insomnia,  depression,  pain, 
syndrome,  hyperactivity  in  children  suppress  appetite 


'Already  marketed  as  a  drug.     Sourcts.  Richard  L.  Wurtman,  Massachusetts  Institute  of  Technology:  U.  S  Depaitmfnt  o( 
Health  &  Human  Services. 

You  can  buy  these  amino  acids^-except  L-tryptophan — at  your  local  health  food  store. 
But  beware:  They  don't  come  with  any  legitimate  medical  claims. 
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Pork  rinds  versus 
broccoli 


Peter  Huber,  a  senior  fellow  of  the  Manfiattan 
Institute,  is  the  author  of  the  forthcoming 
Galileo's  Revenge:  Junk  Science  in  the 
Courtroom  (Basic  Books,  September  1991). 

This  column  is  94%  fat-free.  Only  1 
word  in  17  has  any  greasy,  cloying 
tendency  to  clog  the  thought  chan- 
nels of  your  mind. 

If  Forbes  readers  devoured  this 
magazine  literally  rather  than  figura- 
tively, I  would  now  be  in  deep  trou- 
ble. Various  guardians  of  the  public 
interest,  from  the  Food  &  Drug  Ad- 
ministration on  down,  are  in  the  mid- 
dle of  a  great  public  writhe  about 
labeling — food  labels,  cigarette  la- 
bels, labels  on  Hiv-positive  dentists, 
you  name  it.  In  California  almost 
everything  is  now  labeled  carcinogen- 
ic or  worse;  a  pregnant  woman  cannot 
order  a  gin  fizz  without  being  verbally 
assaulted  by  her  waiter. 

Good  labels  are  undoubtedly  an 
excellent  thing.  Fair  warning  before- 
hand, coupled  with  firm  rules  of  indi- 
vidual responsibility  thereafter, 
would  do  wonders  to  eliminate  the 
after-the-calamity  legal  quagmires 
that  now  engage  so  much  of  our 
national  energy.  Better  that  the  gov- 
ernment mandate  disclosures  about 
fabrics  or  securities  than  attempt  to 
choose  which  are  good  enough  for  us 
to  buy.  Still,  one  wonders  whether 
today's  more  zealous  label  police  arc 
doing  us  any  real  good. 

Start  with  fat.  Ours  is,  without 
doubt,  the  land  of  the  well  rested  and 
portly,  of  chubby  masses  yearning  \o 
be  fat  free.  So  the  label  police  have 
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declared  that  fat  content  should  be 
advertised  as  a  percent  of  calories,  not 
as  a  percent  of  the  weight. 

At  first  blush,  this  kind  of  labeling 
seems  to  be  in  line  with  what  nutri- 
tionists are  advising  today:  Get  your 
calories  from  carbohydrates  rather 
than  from  fat.  But  then,  fat  as  a  per- 
centage of  calories  in  any  given  pork 
rind  is  far  less  important  than  rinds  as  a 
percentage  of  calories  in  any  given 
diet.  The  ratio  of  rinds  to  broccoli 
matters  much  more  than  does  the 
fattiness  of  the  occasional  rind.  Total 
calories  are  more  important  still.  But 
of  course  it's  impossible  for  anyone 
but  me  to  regulate  my  annual  tonnage 
of  rinds  plus  broccoh,  so  the  label 
constabulary  sets  out,  instead,  to 
monitor  fat  by  the  bite. 

Meanwhile,  other  label  censors 
have  made  quite  sure  that  no  one  who 
buys  a  McDonald's  shake  should  ever 
hear  mention  of  milk  or  ice  cream. 
After  all,  the  consumer  who  thinks 
he's  getting  something  from  a  cow 
has  a  right  to  his  fiill  ration  of  honest 
butterfat. 

In  another  batde  now  raging,  the 
label  police  are  vehemendy  demand- 
ing that  food  irradiated  to  kill  bacteria 
must  prominendy  display  the  \\'ord 
"radiation,"  to  scare  consumers  away 
from  products  that  arc  in  fact  just 
healthfiilly  free  of  both  radiation  and 
harmfi.ll  bacteria.  And  headed  for  the 
Supreme  Court  this  fall  is  a  case  that 
will  decide  whether  the  federally  pre- 
scribed warning  label  on  cigarettes 
cuts  ofFstate  courts'  power  to  impose 
liability'  for  inadequate  warnii^ig.  Kx- 
pect  here  a  raft:  of  arguments  that  the 
labels  aren't  graphic  enough  or  arc 
typed  too  small,  or  are  undercut  by 
the  mesmerizing  eloquence  of  the 
Marlboro  Man.  This  debate  is  in  fact 
sublimely  irrelevant;  wlu)  cares  what 
the  Marlboro  Man  says  when  both 
your  doctor  and  your  nunher  have 
been  nagging  about  your  smoking  tor 
the  last  27  years? 


Then  there's  the  emotion-ch 
controversy  about  whether  your 
positive  dentist  should  wear  a  la 
that  effect.  Anyone  who  has  folic 
thus  story  knows  that  the  risk  of  cai 
ing  AIDS  from  unprotected  flossi 
minuscule  but — as  tragically  rev 
in  Florida — nonetheless  real. 

In  a  rational  world,  we'd  do  ik 
ing:  There  are  much  more  se: 
risks  to  worry  about,  and  far 
places  to  spend  our  risk-control 
lars.  But  the  peddlers  of  national 
noia — the  people  behind  the  Alar 
ror,  the  near-destruction  of  the 
ean  grape  industry  and  Califo: 
preposterous  labeling  laws — have 
bituated  us  to  responding  with 
irrational  excess  to  trivial  but 
hyped  risks. 

No  doubt  people  who  buy  irra 
ed  food  have  a  right  to  know 
they're  buying  (clean  food),  j 
those  who  buy  cigarettes  have  a 
to  know  what  they're  buWng  ( 
air).  And  certainly  any  patient 
cares  to  ask  his  dentist  is  entided  t 
honest    answer    about    Hrv'    stal 
Across  the  board,  honest  labels, 
the  very  least  honest  ansvvers, 
good  thing,  and  we  can  probably 
some  measure  of  government  hel 
encourage  them.   But  label  zc 
have  a  unique  capacity'  to  push  e 
good  things  over  the  edge.  Perl 
the  AIDS  tragedy  vull  teach  us  at 
that  bellowing  wolf  at  the  appea 
of  ever)'  mouse  is  expensive  and 
mately  harmfiil  to  all. 

So  what  should  we  do.'  We  shoi 
leave  the  doctor- patient  relation 
alone;  if  the  patient  w  ants  to  assert 
"right  to  know,"  all  he  has  to  d 
ask.  Put  a  final  end  to  the  cig; 
labeling  debate;  the  tacts  arc 
there's  nothing  more  to  disclose 
let  the  constant  drimibeat  of  "I 
fat"  advertising  continue:  Only  c 
mercial  America  has  the  resources 
remind  people  day  and  night  that 
is  beautiful. 

It  is  a  reasonably  safe  bet  that 
right  talsehtxxl,  like  blank  silence, 
cause  harm  it  it  relates  to  any 
that  is  important.  But  when  the  I 
police  resolve  to  draw  fine  lines 
tween  shades  t>f  w  i^rding,  or  set  oi 
on  great  crusades  to  publicize  risi 
that  are  tiny  or  lUMiexistent,  it  is  tfh 
themselves  who  Ixcomc  the  pub! 
nuisance.  i 
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It  takes  more  than  a  good  set  of  wings 
to  get  the  world^s  most  advanced  wide-body  flying. 


t  took  the  vision  of  each  and  every  member  of  the 
Donnell  Douglas  team  to  make  the  MD-1 1  the  world's 
t  efficient  and  advanced  wide-body  tri-jet. 
At  McDonnell  Douglas,  everyone  from  the  punch  press 
rator  to  the  aerostructure  mechanic  is  empowered  to 
only  put  his  or  her  ideas  on  the  table  but  also  to  see 
m  through  to  fruition. 

Having  your  own  visions  is  one  thing.  Having  the' 
v'er  to  make  them  fly  is  quite  another,  it's  what  turns 


people  into  leaders— and  ordinary  planes  into  MD-1  is. 

When  you  create  everything  from  the  world's  most 
advanced  wide-body  airliner  to  a  helicopter  without  a  tail 
rotor— from  the  space  station  to  satellite  launch  vehicles 
—  you're  no  longer  manufacturing  machines.  You're 
building  the  future  of  aerospace. 

A  company  of  leaders. 
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EDITED  BY  WILLIAM  G.  FLANAGAN 


On  a  hill  beside  an  old  monastery  in  the 
south  of  France,  some  high-powered 
people  are  reduced  to  talking 
like  2-year-oids. 

An  awkward 
cocktail  party 


'^ 


By  John  Marconi  Jr. 


Students  on  a  field  trip  to  a  nearby  vineyard,  Chiateau  de  Boussarges 
But  no  break  from  total  immersion — Frencli  only,  please. 


No  MATTFR  how  good  your  teacher, 
occasional  evening  lessons  are  a  frus- 
trating way  to  learn  a  foreign  lan- 
guage. And  when  practice  is  limited  to 
the  occasional  exchange  with  a  waiter 
or  taxi  driver,  real  confidence  can  be 
years  in  coming.  So  I  decided  to 
turbocharge  my  French  study  and 
headed  for  a  place  called  C^.eran. 

riie  school,  set  on  a  hill  beside  an 
old  monastery  amid  charming  vine- 
yards halfway  between  Lyon  and  Mar 
seille,  promises  the  maximum  pro- 
gress in  the  minimum  time.  Kach 
week  begins  with  a  cocktail  party, 
made  awkward  by  the  immediate  im- 
position of  the  school  policy  of  total 
immersion   in    the    language   you're 
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studying.  "Where  .  .  .  do  .  .  .  you 
.  .  .  live?"  venture  the  bravest.  With 
widely  varying  abilities  among  the 
new  arrivals,  any  con\'ersation  soon 
comes  to  an  embarrassing  halt. 

The  classes  early  Monday  morning 
come  as  a  shock  to  the  system.  Forget 
conjugating  the  subjunctive  of  irregu- 
lar verbs.  The  emphasis  is  on  being 
active.  Listen  to  the  teacher,  mimic 
his  or  her  words,  and  answer  back. 
Again  and  again. 

"Did  I  learn  a  lot  of  French?" 
muses  Nicola  Smyth,  an  Irish  pharma- 
ceuticals researcher.  "No,  but  I  re- 
peated a  lot."  More  scriousK',  she 
sa\'s,  she  learned  a  great  deal  more 
than  expected — and  "was  abst)lutcly 
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delighted   that   nobody   taught  q 
grammar." 

Fees  at  privately  owned  Ceran  sta 
at  $1 ,420  for  a  standard  five-day  sta 
including  34  language  lessons  an 
laboratory  sessions.  They  top  out  ati 
around   S3,800  for  a  week  of  al< 
private  lessons.  The  school  was  star 
ed  16  years  ago  in  Belgium  by  t* 
enterprising  teachers,  Monique  aa 
Rene    Bastin,   who   had   previous 
taught  French  in  Afiica.  Business  h;. 
nearly  tripled  in  the  past  five  years; 
year  more  than  3,000  jKople,  m 
adults  sponsored  by  their  employ 
came  to  Ceran  to  study  one  of 
languages. 

Courses  in  English,  French,  Du 
Spanish  and  German  are  offered 
centers  near  the  Belgian  town  of 
in  the  Ardennes.  At  the  Proveiw 
school,  where  only  French  is  tau 
Germans  are  this  year  the  best-re 
sented  nationality  (the  German  ¥ 
eign  Ministry'  is  a  big  customer] 
lowed   by  Americans,   Britons 
Spaniards. 

The  group  during  my  fortnigh 
July  numbered  32,  somewhat  bcio 
capacity'.  It  included  a  Spanish  e: 
neer,  a  German  agronomist  prep 
to  work  in  the  Ivor\'  Coast,  a  Dutch 
journalist,  a  Belgian  software 
woman,  a  Japanese  banker  en  route : 
business  school  in  France  and  a  S>. 
tish  architect  working  in  Paris  afie: 
recent  cross-channel  merger  of  ki 
firm.  There  were  also  a  coupler^ 
American  executives  recently  traaP 
ferred  to  Europe.  Most  already  spdi 
at  least  one  language  other  than  thP  ™^ 
own  but  decided  thev  needed  Freni' 
tor  business. 

Classes  are  kept  to  five  or  c^  ^ 
fewer,  making  it  difiiculi  to  dm  ^ 
dream.  "You  can't  just  sit  back,"  s^^  y 
Caroline  Lcsieur,  who  befi>re  tead  ^ 
ing  at  Ceran  taught  Fjighsh  to  chii  *^' 
dren  and  music  to  adults.  Teach©  J' J 
employ  various  forms  of  raw  mater  ■ 
al — the  previous  evening's  A'  ncv  "'" 
for  one  session,  short  sti>ries  prepare  ^^ 
by  students  for  another,  whatever  yc 
might  \\  ish  for  pnvate  Icsst^ns. 

It  takes  a  day  or  t^^o  just  to  get  th 
hang  o(  the  methtxl,  which  is  \\\ 
teachers  think  a  week's  stay  isn 
enough  for  the  first  time  nsitor.  F< 
those  knowing  no  French  at  all,  tcaci 
ers  reckt>n  it  \\x)uld  take  at  least  thn 
to  finir  weeks   to   make   significai 
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in  Provence  between  Lyon  and  Marseilles 
dammar  lessons,  iNit  no  picnic,  either. 


;ress. 

rmando  Castillo,  a  49-year-old 
V  York  native,  recently  moved  to 
leva  with  rjr  Nabisco  to  take 
ge  of  the  company's  tobacco 
ness  in  Africa.  He  figures  his  two 
ks  at  C>eran  boosted  his  compre- 
sion  of  spoken  French  30%,  and 
ks  his  ability  to  read  gained  20%. 
idn't  come  out  expecting  to  speak 
Mitterand,"  he  says,  "but  I  met 
objectives." 

loing  into  Ceran,  I  had  studied 
rich  grammar  pretty  thoroughly, 
uding  the  dreaded  subjunctive, 
could  read  newspapers  fairly  well. 
Tiing  out  after  two  weeks,  I  can 
understand  conversational 
nch  at  ordinary  speeds,  instead  of 
careful  pace  favored  by  patient 
guage  teachers.  That's  important 
lelping  me  converse  on  the  phone 

in  meetings.  Ceran's  lessons 
ped  me  learn  more  of  the  contrac- 
ts, shortcuts  and  colloquialisms 
d  by  real  people — stuff  you  don't 
in  textbooks.  With  a  third  week,  I 
^ht  even  be  able  to  write  this  article 
a  French  magazine. 
The  surroundings  add  considerable 
asure  to  the  Cxran  experience,  at 
St  after  the  first  wrenching  day  or 

You  arc  marooned  deep  in 
ince,  with  a  largely  sociable  group 
Kople  from  all  over  the  world.  The 
tside  can  only  intmde  to  the  extent 
Li  can  decipher  the  French  televi 


sion  news  that  is  required  viewing 
after  dinner  each  evening. 

Dress  is  casual,  and  during  free 
hours  students  are  encouraged  to  un- 
wind by  the  pool  or  on  one  of  the  two 
tennis  courts.  A  self-service  bar  is 
open  until  10:30  p.m. 

The  food?  A  cut  above  institutional 
quality,  with  plenty  of  variety.  Ac- 
commodations are  comfortable,  the 
only  monastic  touch  being  the  twin 
beds.  A  single  room — at  an  extra 
charge  of  $270  a  week — is  essential 


unless  you  are  coming  with  a  very 
intimate  acquaintance. 

On  weekends,  when  no  classes  are 
held,  students  can  stay  at  C.cran  at 
additional  charge,  but  there's  no 
lunch  or  dinner  service.  There  arc 
f)oints  of  interest  in  every  direction: 
medieval  villages,  the  scenic  gorge  of 
the  Ardeche  river,  famous  vineyards 
such  as  Chateauncuf-du-Papc  and  Gi- 
gondas.  Nimcs,  Aries  and  Avignon 
are  each  about  an  hour  away.  The 
region  is  home  to  a  good  number  of 
Michelin-starrcd  restaurants,  and  sev- 
eral stylish  hotels.  Try  Lc  Vieux  Cas- 
tillon,  a  discreet  fantasy  of  a  hotel 
built  from  a  group  of  medieval  houses 
in  an  otherwise  untouched  Provencal 
village  (011-33-66-37  00  77,  rooms 
from  about  $100). 

Two  weeks  at  Ceran  Provence, 
with  a  single  room  and  one  round  of 
eight  private  lessons,  comes  to  about 
$4,100,  76  lessons  in  all.  Flighty  les- 
sons at  a  good  private  schcxil  such  as 
Berlitz  in  New  York  would  run  very 
nearly  the  same  amount  (at  up  to  $50 
per).  But  Berlitz  doesn't  offer  accom- 
modations, meals,  wine,  ambiance,  or 
awkward  cocktail  parties. 

Contact:  Ceran  Langucs  Provence, 
Monastere  Saint- Pancrace,  F-30I30 
Pont-Saint- Esprit,  France;  011-33- 
66-90  33-66;  fax  01 1  33  66  90-33- 
69.  Or  contact  Linguagency,  North 
Haven,  Conn.,  203  287-1699;  fax 
203-284-1827.  H 


Instructor  Philippe-Pierre  Darras  and  typically  small  class 
French  at  the  speed  the  French  speak  it 
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PERSONAL  AFFAIRS 


About  the  only  thing  to  do  with  a  pen  these  days 
is  sign  your  name.  So  why  not  sign  with  style? 

Power  pens 


By  Christie  Brown 

"IT'S  ONE-UPMANSHIP  in  the  board- 
room," says  New  York  pen  dealer  Jac 
Zagoory,  explaining  the  recent  revival 
of  fountain  pens. 

Ten  years  or  so  ago  old  fountain 
pens  were  a  staple  at  flea  markets  and 
garage  sales,  where  $100  would  get 
you  any  pen  sold.  Even  a  sack  of  them. 
But  in  the  last  few  years  penmakers 


like  Waterman,  Parker  and  Mont- 
blanc  have  successfiilly  brought  back 
the  fountain  pen  as  a  luxury  item.  As 
has  happened  with  expensive  watches, 
the  success  of  new  premium  pens  is 
creating  interest  in  old  pens,  many  of 
which  are  finding  their  way  back  into 
the  pockets  of  executives. 

Prices  for  many  new  pens  range 


Don  Schneider  and  sotiie  ot  his  collei  on  o(  100  old  fountain  pens 

He  spumed  $25,000  for  one.  "I  giieu  I  didn't  need  the  money  that  day.' 
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from  $200  to  $500;  old  versions  c 
from  $15  up  into  the  thousands.  1 
record:  a  silver  Parker  "Swastii 
fountain  pen  made  around  19 
which  was  sold  in  August 
$28,000.  Only  last  February  the  saftai 
pen  changed  hands  for  $8,000. 

What  counts?  Rarity,  conditi* 
color  and  size.  To  collectors,  pla.'iAi!Oi 
pens  are  often  more  valuable  &  jaj 
gold  or  silver.  And  as  a  rule  :  at 
brighter  and  bigger  the  pen,  the  m«  ik 
collectors  will  pay.  Key  brand  nam  en 
Waterman,  Parker,  Sheaffer,  Mojpi'i 
blanc  and  Wahl-Eversharp. 

Such  a  fast-rising  market  hasifcag 
perils.  American  auction  houses  hi 
yet  to  hold  a  major  sale  of  pc 
Europe  has  already  seen  the  mar„ 
peak,  collapse  and  build  again.  In  I 
late  1970s  Christie's  began  holdt  w 
regular  auctions  of  fountain  pens 
their    South    Kensington,    Lonof, 
sales  room.  But  in  1980  "the  coUk  m 
tor  excitement  just  died,  the  mant 
dried  up,"  says  Christie's  pen  spec  ra 
ist,  Michael  Pritchard. 

Now  it's  back.  Buoyed  by  AntK' 
can  collectors,  Christie's  restarted 
London  fountain  pen  auctions  t 
1990;  the  next  is  Nov.  19. 

The  fountain  pen  as  we  knowlju 
was  invented  in  1883  by  Lewis  Vr  w 
terman,  a  New  York  insurance  SAiwh 
man  who  lost  a  client  when  his 
pen  ruined  a  contract.  Waterman  tlnic 
out  to  make  a  more  reliable  pen,  ;■  n 
started  the  Ideal  Pen  Co!,  which  la:  ttc 
became  the  L.E.  Waterman  Co.  S^S' 
cess  came  quickly.  The  pens,  mad^ 
hard  rubber,  were  guaranteed  ; 
endorsed  by  the  likes  of  Oliver  W(§| 
dell  Holmes. 

Hundreds  of  pen  companies  spn 
up  over  the  next  30  years.  In  the  n* 
1920s  jx"n  manufacturers  started 
ing  plastics,  which  could  be  dycc 
briglit  colors  that  \Nere  often  marl 
ized.  Most  sold  for  $2  to  $10.  '^ 
luxurs'  end  included  pens  in  .sil' 
gold  and  mother  of  pearl,  ctxsting 
to  $250.  But  the  intnxluction  of 
halljx>int  y<[\  in  1945  decimated 
iiidustn'.  Fountain  jxmis  were  rclcj 
cd  ti>  the  back  of  desk  drawers.  " 
tour  biggest  companies  were  ever 
ally  sold  oft,  tixi.  Wahl  Fvcr^hari") 
Ixnight  in  1957  by  Parker,  whicl 
turn  was  sold  ti>  a  grinip  of  Bri 
investors.  Watemun  is  now  owncc '  it 
Ciillette,  and  Shcafter  by  an  inv> 
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nt  group  called  Gefinor. 
VIontblanc,  started  in 
mburg,  Germany  in 
08,  had  relatively  few 
lerican  customers  until 
endy.  It  is  now  owned 
Britain's  Dunhill. 
Don  Schneider,  owner  of 
ison,  N.J -based  Maxam 
terprises,  an  electronics 
lustry  consulting  firm, 
^larly  ruins  shirts  and 
ts  with  leaky  pens.  That 
m't  stopped  him  fi*om 
lecting  100  of  them, 
ing  from  1890  to  the 
r  1940s. 

Over  the  last  four  years 
ineider  has  spent  as  litde 
$10  for  a  "Big  Red" 
rker  pencil  fi-om  the 
20s  and  as  much  as 
5,000  for  an  early  1900s 
rker  "Snake"  pen,  made 

black   rubber   overlaid     ^^^m 
th   gold   snakes.    Fewer 
an  100  pens  with  the  snake  design 

thought  to  exist,  and  collectors 
e  the  design.  Schneider  claims  he 
is  already  turned  down  a  $25,000 
cr  for  the  pen  from  a  Far  East 
lector.  "1  guess  I  didn't  need  the 
ihey  that  day,"  he  shrugs,  "and 
ybe  it  will  be  worth  more." 
Schneider,  48,  likes  to   buy  the 
odern  models  of  his  old  fountain 
ns  for  comparison.  For  example, 
rker  recently  reissued  the  "Duo- 
Id"  pen,  popular  during  the  1920s 
d  1930s.  Schneider  bought  a  new 
ack  one  for  $250.  He  carries  it 
ound  with  a  1920s  blue  Duofold  for 
hich  he  paid  $1,500. 


Stanley  Marx  with  a  favorite,  a  Cartier  pencil  watch 
"Pens  have  no  intrinsic  value.  They're  oveipriced." 


Antique  pens  are  not  always  worth 
more  than  their  modern  versions, 
however.  Waterman,  Parker  and 
Montblanc  all  tout  new  luxury  gold 
pens  priced  between  $6,000  and 
$8,000.  Yet  solid  gold  pens  made  in 
the  1910s  and  1920s  by  the  same 
companies  can  easily  be  found  for 
$1,500  or  less.  And  there  is  very  little 
difference  in  function,  although  the 
modem  versions  are  much  less  prone 
to  leak. 

Schneider  has  picked  up  his  finds  all 
over  the  world  on  business  travels, 
finding  old  Parkers  and  Watermans  at 
antique  shops  in  New  York,  San  Die- 
go, Hong  Kong,  Shanghai  and  Kuala 
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prker  Duofolds:  old  version  (top)  $1,500,  new  one  t..;)*^ 

Lt  tome  old  pens  are  cheaper  than  newer,  revived  models. 


Lumpur.  "It  fills  in  the  i " 
between  meetings  "  s».> 
Schneider.  During  l  nfcr 
ences  he  gets  a  kick  (>  •  of 
pulling  out  an  eye-catcl  I  • 
old  pen.  "It  breaks  the  ice, 
he  says,"and  can  turn  a 
meeting  to  my  advantage." 
Stanley  Marx,  34,  is  an- 
other avid  collector.  A  real 
estate  appraiser  in  New 
York  and  president  of  a 
family-owned  business  that 
runs  coin-operated  laundry 
machines  in  Manhattan 
and  Brooklyn  apartment 
buildings,  Marx  started 
collecting  old  pens  at  flea 
markets  when  he  was  a 
child.  After  starting  by 
buying  bags  full  of  old 
Parkers  for  $10,  he  now 
pays  up  to  $1,500  for  individual 
pens.  His  collection  today  numbers 
about  200  pens. 

Marx  prefers  to  trade,  however, 
scoffing  at  the  exorbitant  prices  being 
paid  for  fountain  pens  by  some  collec- 
tors today.  "Pens  have  no  intrinsic 
value,"  he  says,  "they're  just  cylinders 
with  rubber  sacs.  They've  gotten  too 
overpriced." 

If  you're  interested  in  old  fountain 
pens  and  their  values.  World  Publica- 
tions, in  Kingwood,  Tex.,  publishes 
an  annual  price  guide,  as  well  as  Pen 
World  3ind  PenFindcr,  both  bimonth- 
ly publications.  Glen  Bowen,  owner 
of  World  Publications,  also  appraises 
pens:  $25  for  up  to  six  pens.  No  need 
to  mail  the  pens;  just  mail  a  photo- 
graph of  them  to  World  Publications, 
2240  North  Park  Drive,  KingwcKxI, 
Tex.  77339. 

If  your  pen  needs  repairs,  most 
dealers  can  help.  There  is  also  the 
Fountain  Pen  Hospital  in  New  York 
C>ity,  the  largest  pen  dealer  and  repair 
shop  in  the  country',  which  can  also 
replace  original  nibs  if  needed.  Nibs 
for  better  pens  have  always  been  made 
of  14  karat  gold  and  arc  ni>t  inter- 
changeable among  mcxlels  or  brands. 
I^rge  nibs  will  cost  about  $70  at  the 
Pen  Hospital,  smaller  nibs  less.  A 
general  overhaul  and  cleaning  will  mn 
about  $30. 

About  100  pen  dealers  will  be  ex- 
hibiting pens  at  the  Headquarters  Pla 
za  Hotel  in  M()rristown,N.I.,onC)ct. 
19  and  20.  Bl 
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_ot^  of  successful  managers,  among  others,  think 
bv  mg  a  franchise  is  the  easiest  way  to  financial 
ir dependence.  In  many  ways,  it  is  the  most  difficult. 

Franchise 
heU 


By  Richard  L.  Stem  and  Reed  Abelson 


At  55,  you're  a  successful  and  ener- 
getic manager  and  have  had  your  fill 
of  corporate  bureaucratic  life.  You 
decide  to  retire  early  and  buy  a  fran- 
chise. Perfect.  You'll  be  your  own 
boss,  make  a  decent  income,  maybe 
bring  the  kids  into  the  business  and 
build  it  into  something  significant. 

Now  for  a  dose  of  franchise  reality 
from  Stephen  Sherwood,  former 
owner  of  six  tcby  Enterprises,  Inc. 
frozen  yogurt  stores  around  Kalama- 


Dcl  Blaske,  44,  owns  22  fran- 
chised  Burger  King  outlets  in 
Minnesota.  Last  year  he  was  di- 
agnosed with  a  terminal  liver  dis- 
ease and  decided  to  sell  out.  Ask- 
ing price:  $14  million  to  $15  mil- 
lion. Burger  King  ofTered  only 
$3.5  million.  The  b;uiks  refused  to 
renew  a  line  of  credit,  and  Blaske 
says  Burger  King  kept  others  from 
buying  his  stores.  In  January  he 
filed  for  Chapter  1 1.  Now  he's 
suing.  Burger  King  denies  the 
allegations. 
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zoo,  Mich.  His  stores  were  among  the 
many  forced  out  because  of  fierce 
competition  in  the  yogurt  business. 
Sherwood  claims  tcby  failed  to  re- 
spond to  a  changing  market  with  a 
wider  product  line  and  wouldn't  low- 
er the  price  of  the  yogurt  it  sells  to  its 
fi-anchisees  in  the  face  of  cheaper  and 
"better"  product  by  competitors. 
"Franchising,"  says  Sherwood,  sadly, 
"can  be  another  form  of  servitude." 

Yet  servants  are  lining  up.  Franchise 
trade  show  attendance  is  up  by 
around  20%  over  the  last  two  years. 
The  International  Franchise  Associa- 
tion reports  a  nearly  10%  increase  last 
year  in  ft-anchise  outlets,  sold  by  more 
than  3,000  fi-anchisors.  Highly  confi- 
dent of  their  entrepreneurial  abilities, 
more  than  half  of  new  franchisees  now 
use  the  equity  in  their  homes  as  collat- 
eral on  loans  to  buy  fi-anchises. 

How  does  the  typical  franchise 
work  out?  Rupert  Barkoflf,  chairman 
of  the  American  Bar  Association's 
franchising  committee,  estimates  that 
for  the  typical  chain  only  a  third  of 
franchises  do  well,  a  third  break  even 
and  a  third  are  losing  money.  Mean- 
while, the  American  Arbitration  Asso 
ciation  reports  a  16%  jump  in  disputes 
between  franchisees  and  franchisors 
for  1990  over  1989  and  a  sixfold 
increase  since  1980. 

Ideally,  the  interests  of  fi^anchisor 
and  franchisee  are  one  and  the  same: 
The  better  the  franchisees  do,  the 
more  revenue  the  parent  organization 
makes.  But  business  life  rarely  follows 
the  ideal;  the  franchise  business  is  rife 
with  potential  and  real  contlicts  of 
interest.  "The  image  of  big,  happy 
franchise  families  is  nonsense,"  s.iys  I. 
Michael  Dady,  ^^  attorney  who  rcprc 


sents  fi-anchisees  for  the  Minneapol  i 
firm  of  Lindquist  &  Vennum. 

The  upfi-ont  fee  fi-om  a  new  store 
a  big  revenue  and  profit  generator , 
franchisors.  To  close  a  deal,  ft-anchi 
salespeople   (who   mostiy   work  c 
commission)  sometimes  yield  to  tl 
temptation  to  exaggerate  a  ft-anchise  1 
potential.  Employment  agency  firaiJ 
chisor  Snelling  &  Snelling  and  vid«  j 
rental  chain  ft^anchisor  West 
Video  Enterprises  have  recendy  bc»  I 
accused  of  making  inflated  reveni 
and  profit  projections.  The  ft-andv  in 
sors  deny  the  allegations.  m 

Another    classic    conflict    coaKi  am 
about  when  fi-anchisors  boost  thi:  lai 
own  profits  but  hurt  fi-anchisees  1 
running  promotional  sales  in  whit  t 
the  store  owner  bears  the  expense  6  | 
the  lower  prices.  TCBY,  which  scit 
yogurt  to  its  franchisees,  recentiy  c  i 
fered  a  99-cent  Sundette,  cutting  b  i 
into  store  owner  margins.  Boosts   i 
store  traflSc  went  right  to  the  ftanch  t 
sor's  bottom  line  because  it  sold  mo  i 
yogurt.  And  Burger  King,  which  SC'  i 
supplies  direcdy  to  its  stores,  recent  i 
advertised  a  double  whopper  for 
cents  when  you  bought  one  for  tl 


The  Entre  Computer  franchise, 
with  more  than  150  franchised 
outlets  operating  nationwide,  is 
owned  b\  Intelligent  Elcctronia 
(FoRBFS,  Jufic  10).  Intelligent 
Electronics  sees  its  future  in  con 
puter  superstores.  "\\T\at  will 
this  do  to  my  business?"  wonder 
Brian  Everhart,  a  Lakeland,  Fla. 
franchisee  who  invested  $65,00C 
in  his  Entre  outlet.  "Intelligent 
Electronics  hasn^  helped  mc  in 
years.  The>'  don*t  need  me 
anymore.*' 
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mal  $1.50.  Bun  and  burger  cost 

franchise  owner  53  cents.  Add  in 

rhead  and  the  promotion  was  a 

leyloser,  says  a  franchisee. 

robably  the  most  basic  conflict 

kveen    franchisee    and    franchisor 

ters  on  how  many  oudets  there 

uld  be  in  a  particular  market.  The- 

dcally,  the  franchisor  cuts  his  own 

Dat  if  he  overpopulates  a  market 

oudets.  But  it's  hardto  resist  the 

ey  to  be  made  by  selling  new 

chises  and  expanding  the  flow  of 

alty  income,  even  if  the  average 

ct's  revenues  are  imperiled. 

xample:  Almost  30%  of  publicly 

led    Blockbuster    Entertaiment's 

)8  million  pretax  earnings  in  1990 

le  from  the  over  $100,000  it  got 

m   each   of  277   new   stores   it 

;ned,  according  to  James  Chanos, 

loney  manager  who  is  selling  short 

publicly  traded  stock.  The  compa- 

says  only  about  20%  of  its  earnings 

ne   from   new   stores.   This  year 

►ckbuster  plans  to  offer  another 

franchises,   bringing   the   total 

nber  of  stores  to  1,026.  Is  Block- 

ter  overdeveloping  its   markets.^ 

e  company  doesn't  think  so,  but 

anos  does.  He  points  to  slowing 

wth  in  same-store  sales.  In  the  last 

ifter.  Blockbuster's  same-store  av- 

ge  revenues  crept  up  only  5%. 

The  best  way  a  potential  franchisee 

protect  himself  or  herself  against 

;rexpansion  by  the  franchisor  is  to 

arly  delineate  his  territor\''s  bound- 

s  in  his  franchise  agreement.  But 

is  no  guarantee.  For  many  years 

itucky  Fried  Chicken  granted  its 

nchisees  exclusive  territories.  But 

w  the  franchisor  is  canceling  these 

usives  as  franchisee  agreements 

nc  up  for  periodic  renewal. 

When  a  franchisor  gets  in  trouble — 

in  the  case  of  Al  Copeland  Enter- 

Ises,  which  runs  Popeyes  Famous 

icd  Chicken  and  Church's  Fried 

licken — franchisees   can   suddenly 

id  it  hard  to  raise  bank  financing. 

Still  interested  in  pursuing  financial 

dependence  by  buying  a  franchise.^ 

cil  and  good.   But  do  your  due 

igence.  And  don't  forget  this  com- 

cmsense  advice:  Tastes  change,  and 

arkets   become   oversaturated    bc- 

use  they  are  easy  to  get  into.  If  you 

ly  a  franchise  and  do  well  with  it, 

cre's  no  harm  in  selling  out  and 

ovingon.  Hi 


Lelia  Guilbert,  of  Torrance,  Calif.,  joined  a  class-action  suit  against 
Diet  Center  Inc.  after  the  franchisor  was  bought  in  a  $160  million 
leveraged  buyout  in  1988.  Guilbert  alleges  the  new  owners  jacked  up 
franchise  fees,  at  a  time  of  intense  competition,  to  service  their  hefty 
debt.  Four  out  of  her  five  outlets — and  hundreds  of  other  Diet  Center 
outlets — are  now  closed.  The  company  rescinded  the  fee  increase  but 
also  cut  advertising.  The  new  owners  also  threaten  to  take  over  closed 
franchises  and  resell  them.  Guilbert  vows  to  fight  on  in  court. 


Changing  tastes  and  fierce  competition  in  the  fixjzcn  yogurt  business 
have  bankrupted  many  TCBY  stores.  Stephen  Sherwood,  whose  six 
stores  dosed,  blames  TCBY  for  not  introducing  new  products  and  for 
selling  too  many  franchises.  Though  TCBY*s  earnings  are  collapsing,  its 
chairman,  Frank  Hickingbotham,  whose  38%  of  the  company's  stock 
is  worth  $66  million,  last  fall  raised  the  dividend,  increasing  his  divi- 
dend income  by  nearly  $3  million  a  year. 
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Out  of  bankruptcy 

Under  THE  healing  touch  of  Chair- 
man David  Hoag,  LTV  Corp.  is  com- 
ing back  to  life.  The  steelmaker, 
which  sought  bankruptcy  protection 
more  than  five  years  ago,  may  finally 
come  out  of  Chapter  11  sometime 
next  year — and  do  so  as  a  vasdy 
healthier  company. 

Because  unions  have  litde  leverage 
against  a  bankrupt  employer,  Hoag, 
52,  has  managed  to  slash  employment 
by  35%.  And  Chapter  1 1  allowed  ltv 
to  stop  pouring  money  into  its  pre- 
bankruptcy  pension  fiinds  and  to  ne- 
gotiate cheaper  contracts  for  raw  ma- 
terials. LTV's  operating  costs  are  now 
5%  lower  than  its  competitors'. 

Hoag  has  closed  or  sold  about  30 
steel  operations,  reducing  overall  ca- 
pacity by  60%.  By  modernizing  plants 
and  retraining  workers  he  has  im- 
proved productivity  by  70%.  And, 
with  his  creditors  at  bay,  Hoag  has 
poured  ltv's  cash  flow  into  improv- 
ing its  plants  and  equipment,  raising 
capital  spending  fi-om  $102  million  in 
1986  to  $337  million  last  year. 

In  1985  LTV  produced  steel,  energy 
products  and  aerospace  and  defense 
equipment.  Hoag  has  made  the  com- 
pany primarily  a  producer  of  higher- 
priced,  flat-rolled  steel  for  automo- 
biles, appliances  and  construction.  By 
year-end,  when  Hoag  expects  to  sell 
the  aerospace  and  defense  unit  for 
some  $450  million,  88%  of  LTV's  sales 


will  be  in  steel. 

As  the  company  prepares  to  emerge 
from  bankruptcy  at  last,  Hoag  finds 
himself  spending  fully  50%  of  his  time 
trying  to  appease  a  bickering  swarm  of 
stockholders,  bondholders,  banks, 
suppliers,  more  than  100  attorneys 
and  the  U.S.  Pension  Benefit  Guaran- 
tee Corp.,  all  of  whom  are  seeking  to 
maximize  their  claims  against  the 
company.  But  the  intense  Hoag  was 
prepared.  "I  knew  precisely  what  I 
was  getting  myself  into,"  he  says.  "I 
did  it  because  I  thought  I  would  never 
have  a  larger,  greater  challenge  in  my 
life."  So  far,  he  has  not  been  disap- 
pointed. -TODDI  Gutner 


Market-driven 
environmentalist 

Richard  Sandor,  who  invented  in- 
terest rate  futures  in  the  mid-  1970s,  is 
cooking  up  a  financial  instrument  that 
may  help  change  the  air  we  breathe. 

Sandor,  a  49 -year-old  executive 
managing  director  at  Kidder,  Pea- 
body  &  Co.,  is  developing  "clean -air 
allowance  futures."  Under  last  year's 
amendments  to  the  Clean  Air  Act,  the 
U.S.  Environmental  Protection 
Agency  has  established  ceilings  for 
sulfijr  dioxide,  a  pollutant  emitted  by 
utility  power  plants.  Firms  that  pol- 
lute less  than  the  legal  limit  will  get 
credit  allowances,  which  they  can  ei- 


LTV  Corp.  Chairman  David  Hoag 
Man  of  sto«l. 
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Richard  Sandor  of  Kidder,  Peabody 
Pricing  tlie  cost  of  pollution. 
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ther  "bank"  for  fijture  use  or  sell  t 
companies  that  do  not  meet  the  po" 
lution  standard.  Futures  on  the  allov^™ 
ances,  which  Sandor  designed,  w 
change  hands  at  the  Chicago  Board ; 
Trade.  "What  we  have  here,"  sa.' 
Sandor,  "is  really  a  new  t\pc  of  con'  '^^ 
moditN',  a  propert\'  right." 

The  efficient  market  in  "pollutii 
rights"  that  Sandor  hopes  to  he 
develop  will  enable  utilities  and  oth 
companies  to  price  any  harm  the\'  c 
to  the  environment.  "I  think  bcir 
able  to  price  what  it  costs  to  clean  i 
somebody's  mess  is  ven-  important 
says  Sandor.  "The  idea  here  is  to  ge 
profit  motive  into  the  system  for  t 
greater  social  good." 

Sandor,  who  became  a  full  profc 
sor  of  finance  at  age  24  at  the  Univc 
sit>'  of  California  at  Berkeley,  went  ( 
to  become  chief  economist  at  tl 
Chicago  Board  of  Trade.  While  thct 
he  invented  futures  contracts  on  I'. 
Treasur)'  bonds,  which  became  tl 
world's  most  actively  traded  financ; 
instruments.  Before  joining  Kiddt 
Peabody  this  spring,  Sandor  hcadt 
Drexel  Burnham  Lambert's  fiitur 
and  high-grade  fixed -income  dcpai 
mcnts,  then  ran  the  fiiturcs  opcraiu 
at  Banque  Indosuez. 

Wliilc  he  cautions  that  it  mav  tx 
at  least  five  years,  Sandor  thinks  tl 
market  for  allowances  undcrUing  tl 
pollution  futures  will  eventually  I 
huge — perhaps  as  large  as  $10  billit 
a  \  ear.  Speaking  as  bxith  a  citizen  anc 
futures  expert,  he  sa\-s  he  hopes  m* 
kets  around  the  w  orld  will  join  C^hic 
go  in  trading  pollution  fijturcs,  ther 
bv  helping  companies  cvcnAvhcrc  c 
tablish  the  relative  values  of  clean  ai 
dirtv'  air  and  w  atcr. 
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nker  by  the  hour 

L  STREET'S  reputation  for  greed 
:es  good  marketing  for  Gordon 
stall.  A  financier  who  targets  his 
ices  at  smaller  companies,  Tun- 
has  raised  nearly  $1  billion  in 
t  and  equity  so  far  this  year  for  75 
ts. 

^hile  most  investment  banks  take 
erwriting  discounts  of  up  to  5% 
bill  multimillion-dollar  "financial 
sory"  fees,  Tunstall  Consulting, 
charges  hourly  fees  of  $90  to 
5,  plus  expenses.  Thus  Tunstall 
ms  to  lack  any  incentive  to  hype  a 
1  in  order  to  collect  a  bigger  com- 
sion,  although  he  does  of  course 
e  an  incentive  to  work  (and  bill) 
g  hours. 

ome  of  his  customers  speak  very 
hly  of  him.  Take  American  Build- 
s  Co.,  a  Eufaula,  Ala. -based  maker 
prefabricated  metal  structures 
'90  sales,  $140  million).  The  com- 
ly  hired  Tunstall  in  1989  to  lighten 
)  million  in  debt  piled  on  in  a  1986 


lancier  Gordon  Tunstall 
Mper  by  the  hour? 


craged  buyout  financed  by  Kelso  & 
|).  and  PaineWebber.  Roger  Pritts, 
nerican  Buildings'  chief  financial 
ficer,  says  he  wishes  he  had  known 
mstall  at  the  time  of  the  buyout. 

he  investment  bankers  forced  as 
gh  a  sales  price  as  they  thought  the 
fmpany  could  stand,"  says  Pritts.  "If 
p'd  had  [Tunstall]  around,  wc 
3uld  not  have  paid  as  much  for  tiie 


Alpha  Lyracom's 
Rene  Anselmo 
New  satellttes 
over  the 
Pacific. 


company. 

A  former  Coopers  &  Lybrand  ac- 
countant, bank  vice  president  and 
chief  financial  officer  of  an  oil  compa- 
ny, Tunstall,  47,  founded  his  firm  in 
Tampa  in  1980.  Without  committing 
any  of  his  firm's  capital  to  underwrit- 
ings,  he  has  built  a  business  that  will 
earn  $5  million  this  year.  Says  Michael 
Mears,  who  runs  a  $600  million  pri- 
vate-placement portfolio  at  General 
Electric  Investment  Corp.:  "The 
whole  Tunstall  concept  is  a  breath  of 
ft"esh  air.  He's  not  pawning  off  a  good 
or  bad  deal  and  grabbing  a  fee  and 
running.  He's  as  close  as  one  can  get 
to  the  oxymoron  'honest  broker.'  " 
-Seth  Lubove 


Out  to  launch 

Maverick  satellite  entrepreneur 
Rene  Anselmo  keeps  breaking  down 
barriers  across  the  heavens.  Three 
years  ago,  over  the  Atlantic,  his  Alpha 
Lyracom  Space  Communications, 
Inc.  launched  PanAmSat,  the  world's 
first  privately  owned  international 
communications  satellite.  During  the 
Gulf  war  Alpha  Lyracom's  business 
skyrocketed,  with  fresh  demand  from 
customers  like  CNN  and  ABC,  which 
were  desperate  for~a~cheapcr  alterna- 
tive to  the  international  satellite  con- 
sortium, Intelsat.  Alpha  Lyracom's 
cash  flow  this  year  should  brush  $  1 5 
million,  on  revenues  of  $28  million. 
Anselmo  plans  to  launch  three  sat- 


eUites  by  1995,  bringing  the  same 
cheap  access  to  Asia  and  .\iTica  that  he 
has  been  providing  to  Europe,  North 
America  and  Latin  America.  Hughes 
Corp.  will  make  the  satellites  for  $300 
million;  Alpha  Lyracom  will  launch 
and  operate  them.  By  1994  the  first 
satellite  will  be  ready. 

Anselmo  hopes  to  save  up  to  $150 
million  in  launch  costs  by  blasting  off 
from  the  People's  Republic  of  China, 
which  can  make  up  to  nine  launches 
for  U.S.  customers  through  1995.  A 
Congressional  ban  on  such  launches, 
imposed  after  the  Tiananmen  massa- 
cre, should  be  lifted  soon. 

On  another  front,  Anselmo  is  in 
federal  court,  where  he  is  alleging  that 
Comsat,  the  U.S.'  Intelsat  affiliate, 
violated  antitrust  law  with  restraint- 
of- trade  actions  against  Alpha  Lyra- 
com. "They're  just  like  the  Russian 
communists,"  he  says  of  Comsat  and 
the  other  state -run  satellite  monopo- 
lies around  the  globe.  "Obsolete,  but 
still  fighting  to  hold  on  to  their  turf." 

Win  or  lose  in  court,  the  65 -year- 
old  Massachusetts  native — who  sold 
seven  Spanish -language  telc\ision 
stations  in  1985  and  1986  for  more 
than  $100  million — hopes  to  con- 
clude his  40-ycar  broadcasting  career 
xN-ith  his  biggest  launch  of  all.  An- 
selmo, sole  owner  of  the  company, 
says  he  expects  to  do  an  initial  public 
oti^ering  of  Alpha  Lyracom  right  after 
his  next  three  satellites  are  up  and 
running.        -Joel  Millman        Hi 
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"If  it*s  not  tight, 
it's  not  right." 

Peter  Almanza,  Body  Prep  Supervisor, 
Ford  employee  for  30  years. 


/ 


Profile  in  Quality 
#23:  Diligence 

Before  the  paint, 
before  the  engine, 
before  the  interiors 
—  Peter  Almanza 
makes  sure  that  1 

every  car  body  that 
leaves  his  area  is 
tightened  to  its 
precise  specification. 

Peter  is  one  ^ 

of  over  366,000 
Ford  people 
worldwide  who 
are  committed  to 
making  quality 
Jobl. 

Our  goal  is  to  build  > 

the  highest  quality  ^ 

cars  and  trucks 

in  the  world.    (^^^^ 
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FUND  SURVEY 


Do  you  spend  too  much  time  doing  your  tax  returns?  Would  you  have  trouble 
identifyingall  your  financial  assets?  Have  you  tended  to  lose  money  in  stocks 
.even  in  bull  markets?  Cure  for  these  ailments:  Buy  mutual  funds. 

Using  funds  to  unclutter 
youir  financial  life 


By  William  Baldwin 

You  MAY  BE  suffering  from  financial 
clutter.  Among  the  symptoms  of  this 
disease:  You  have  iras  at  different 
banks,  maturing  at  different  times. 
You  have  some  inherited  stock  but 
have  no  idea  what  your  tax  basis  is  for 
the  shares  and  aren't  sure  whether 
some  of  the  certificates  are  missing. 
Your  family  has  an  assortment  of  U.S. 
Savings  Bonds  in  odd  amounts.  Your 
taxes  are  a  mess. 

A  lot  of  Americans  suffer  from  clut- 
ter in  their  financial  lives.  Suffer  need- 
lessly, because  a  cure  is  at  hand:  funds. 
You  can  construct  a  well-diversified, 
excellently  managed  portfolio  out  of 
half  a  dozen  mutual  funds.  Do  it 
right,  and  you  will  shrink  your  pile  of 
1099  tax  information  returns  to  a 
simple  few.  Your  stock  flinds  will 
spare  you  running  to  the  bank  with 
$27  dividend  checks.  Your  fixed-in- 
come funds  will  give  you  the  higher 
returns  offered  on  long-term  bank 
CDs  with  all  the  liquidity  of  short-term 
bank  accounts.  You  will  get  tax  bene- 
fits: No-load  mutual  funds  arc  an 
excellent  vehicle  for  tax  swaps. 

Financial  planners  know  clutteritis 
all  too  well  because  it  often  takes  them 
months  to  cure  a  severe  case.  The 
typical  patient  has  c:ns  at  various 
banks  because  they  are  government- 
guaranteed  and  because  the  bricks 
and  mortar  seem  so  much  more  se 
cure  t  ban  a  fund  at  the  other  end  of  an 
800  line.  '  \Vc  jokingly  say  that  you 
put  everything  in  a  shoebox,"  says 
Steven  Hnright,  a  planner  in  River 
Vale,  N.J.  ''Rut  often  it  wouldn't  fit. 
You'd  need  a  crate." 

Hnright  describes  one  of  his  clients, 
a  doctor:  "He's  approaching  60,  with 
a   portfolio  valued   in   liu-   millions. 

158 


There  were  26  individual  accounts  at 
brokers  and  mutual  funds  and  banks, 
and  4  different  checking  accounts, 
exclusive  of  the  practice.  Plus  he  had 
real  estate  all  over  the  place.  There  was 
no  rhyme  or  reason.  A  broker  would 
call  and  the  doctor  would  say,  'Good 
idea.  I'll  buy  some.'  " 

'T  had  a  client  who  had  so  many 
different  iRAs  he  had  forgotten  how 
many  he  had  and  where  he  had 
them,"  says  Stephen  Gorman,  a  plan- 
ner with  the  Boston  office  of  bdo 
Seidman  Financial  Services.  "He  also 
had  a  large  chunk  in  a  rollover  ac- 
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count,  $250,000.  That  was  sitting  in 
bank  money  fund  for  a  year.  Becau; 
of  the  clutter  he  was  forced  to  spends  ^ 
lot  of  time  on  the  little  pieces  and  1"  ■■ 
wasn't  investing  the  big  piece."  '  n^ 
Why  do  people  do  this  to  thenfi  ^ 
selves?  Part  of  it  is  being  sold.  Sa-*  mci 
Kurt  Brouwer  of  Brouwer  &  Jan<  ^ ' 
chowski,  a  San  Francisco  financial  ac  P 
viser:  "We  had  one  guy  with  30  caslf  * 
value  life  insurance  policies.  He  had 
hard  time  saying  no."  To  this  we  sa 
Don't  get  sold;  buy.  Buy  only  tf 
insurance  you  need,  and  don't  make, 
your  prime   repositor\'  for  savingfK)' 


He 
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l/ariable  annuities  can  be  an  excep- 

on  to  this  rule,  but  they  are  really 

tore  mutual  funds  than  insurance; 

c  the  article  on  page  194.) 

To  alleviate  or  even  cure  your  clut- 

;ritis,  put  your  savings  into  funds, 

referably  those  with  little  or  no  sales 

)ads.  You  are  almost  always  better  off 

lecting  no-load  funds  either  on  your 

wn  or  with  the  help  of  a  fee-paid 

lanner  than  through  a  broker  who 

ill  collect  a  commission  on  the  sale. 

ocused  fijnd  investments  will  simpli- 

/  your  life:  All  the  information  you 

ced  for  tax  purposes  will  be  neatly 

rovided  for  you  by  the  fund;  all  you 

ave  to  do  is  file  it  carefiilly  away. 

This  issue  of  Forbes  is  designed  to 

lujclp  you  make  your  own  investment 

ecisions  through  the  simplifying  me- 

l  ium  of  mutual  hinds.  The  honor  roll 

m  page  160  lists  20  stock  hinds  that 

ID  ave    delivered    consistent    perfor- 

afiance  over  the  past  decade.  There  are 

njlso  10  lists  of  Best  Buys  in  fixed- 

aJncome,  international  and  small-com- 

sl|>any  categories.  These  funds  have 

dlbove-average  performance  and  low 

a|osts  as  well.  The  Best  Buy  money 

unds  are  simply  the  lowest  cost  ones. 

Here's  another  reason  people  go 

2|nto  retirement  with  a  tangle  of  bank 

iccounts  and  stock  and  bond  certifi- 

ates  stashed  here  and  there:  fear  of 

loss.  You  could  call  it  the  squirrel 

eflex.  They  bury  a  nut  under  this  tree, 

mother  under  that  one,  thinking  that 

lo  catastrophe  can  wipe  them  out. 

But  people  who  clutter  up  their 


11 
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lives  for  this  reason  often  accomplish 
little  true  diversification,  while  sad- 
dling themselves  with  huge  risks  that 
they  scarcely  see.  Enright  recalls  a 
client  with  $1  million  from  rolling 
over  a  company  thrift  plan.  This  exec- 
utive had  parked  the  money  in  12 
bank  CDs.  Of  course  he  was  trying  to 
take  advantage  of  the  $100,000-per- 
account  government  insurance — un- 
aware, no  doubt,  that  he  could  have 
accomplished  the  same  effect  with  a 
single  purchase  of  U.S.  Treasury 
notes.  The  bigger  mistake  was  this: 
Preoccupied  with  credit  losses,  he 
didn't  think  very  clearly  about  anoth- 
er risk — inflation.  If  you  leave  your 
money  in  fixed-income  investments 
and  spend  the  interest,  it  takes  only  23 
years  of  5%  inflation  to  wipe  out  two- 
thirds  of  the  purchasing  power  of 
your  principal.  A  safer  investment  for 
this  saver  would  have  been  a  $1  mil- 
lion balanced  fijnd.  Read  the  story  on 
page  204. 

Here's  another  risk  that  people 
don't  think  about:  the  risk  that  they  or 
their  heirs  will  lose  track  of  assets. 
People  move  and  forget  to  tell  trans- 
fer agents  where  to  send  their  divi- 
dend checks.  They  die,  having  forgot- 
ten to  tell  relatives  about  the  certifi- 
cates left  in  the  bottom  drawer.  Exxon 
says  that  it  can't  locate  6,000  of  its 
625,000  shareholders.  If  they  don't 
put  in  claims  in  time,  the  uncashed 
dividend  checks  and  the  shares  will  be 
handed  over  to  a  state  treasurer. 

Some  people  have  dozens  of  finan- 
cial relationships  out  of  a  misguided 
notion  about  economizing.  Says  Joel 
Isaacson,  partner  in  charge  of  finan- 
cial planning  at  CPAs  Weber  Lipshie  in 
New  York:  "I've  seen  people  buy  one 
share  of  30  stocks  to  participate  in  the 
dividend  reinvestment  plan.  They 
think  they're  a  genius  for  saving  a 
commission."  Then  they  sell  some 
shares  and  spend  two  days  figuring 
out  what  their  tax  basis  is. 

Ironically  enough,  much  financial 
clutter,  and  its  painful  effects  on  tax 
preparers'  bills,  can  be  traced  to  tax 
aversion.  This  character  trait  has  driv- 
en many  an  investor  into  tax  shelters, 
sometimes  dozens  of  them.  Shelters 
are  distinguished  for  their  thin 
payouts  and  fat  K- 1  forms  that  have  to 
be  tracked  down  and  sent  to  tax  ac- 
countants in  April.  How  much  better 
off"  buyers  would  have  been  putting 


the  same  money  into  no  load  munici- 
pal bond  fijnds. 

The  shelter  industry  is  in  a Scyance 
now,  but  it  will  surely  resurface  s  :me 
day,  perhaps  in  a  diflferent  guise  (such 
as  a  complicated  insurance  product). 
Avoid  the  temptation  to  invest  in  a 
complicated  tax  shelter.  If  you  want 
the  thrill  of  saving  on  taxes,  do  it  with 
hinds.  Money  market  funds  that  buy 
primarily  U.S.  government  paper  are 
often  exempt  from  state  tax,  as  ex- 
plained on  page  292.  Funds  that  buy 
state  and  local  bonds  are  exempt  from 
federal  tax  on  the  dividends;  a  table  of 
Best  Buys  in  municipal  bond  fiinds 
appears  on  page  164.  And  if  you 
divide  your  fund  accounts  between 
two  no-load  families,  you  will  be  able 
to  turn  paper  losses  into  tax  losses,  via 
the  tax  swap. 

Here's  how  a  swap  works.  Suppose 
you  put  $50,000  into  a  Vanguard 
municipal  bond  fund,  interest  rates 
spike  up,  and  your  fimd's  shares  drop 
in  value  to  $47,000.  Sell,  to  realize  a 
deductible  $3,000  loss.  Immediately 
buy  $47,000  worth  of  a  similar  fund 
in,  say,  the  Fidelity'  family.  You  remain 
ftilly  invested,  and  don't  miss  out  if 
the  bonds  rally.  But,  since  the  fiinds 
are  not  identical,  you  don't  fall  into  a 
"wash  sale"  tax  trap  that  would  dis- 
qualify the  deduction. 

Of  course,  funds  are  useful  for 
things  other  than  just  curing  clutteri- 
tis.  They  do  wonders  for  cases  of 
congenital  underperformance.  Suf- 
ferers from  this  disease  have  done 
some  trading  in  stocks,  but  find  them 
selves  buying  the  \\  rong  ones  at  the 
right  time  and  the  right  ones  at  the 
\\  rong  time.  They  can't  seem  to  make 
much  money  even  in  bull  markets.  A 
well-managed  mutual  fund  ought  at 
least  to  keep  up  with  the  market,  and 
the  management  fees  will  cost  yt)u  a 
lot  less  than  brokerage  commissions 
from  constant,  futile  trading. 

Rut   don't   let   your   portfolio  of 
fiinds  get  too  cluttered.  It  is  an  unusu 
al  investor  who  really  needs  more  than 
half  a  dozen  funds  to  build  a  well 
diversified  portfolio.  If  your  chosen 
funds  are  from  more  than  two  fam- 
ilies, consider  consolidating  them  in  a 
discount  brokerage  account.  C^harles 
Schwab,  for  instance,  offers  this  scr 
vice.  C-ut  the  papcnsork.  Spend  your 
free  time  on  the  beach.  Or  working  to 
improve  your  job  performance.      WM 
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FUND  SURUEY 


This  list  of  the  best-performing  stock  funds  is  not  a  mere  ranking  of 
straight-line  performance.  To  make  the  honor  roll  a  fund  must  demonstrate 
consistency  of  results  and  strength  in  bear  markets. 

The  honor  roll 


By  Steve  Kichen 

The  simplest  way  to  rate  funds  is  by  percentage  gains  over 
some  past  period.  That's  what  most  mutual  fund  surveys 
do.  Simple,  sure,  but  more  than  a  Utde  deceptive.  The 
implication  is  that  if  a  fiind  was  up  15%  a  year  in  the  past, 
it's  likely  to  do  1 5%  a  year  in  the  future.  That  implication  is 
wrong.  It's  a  httie  like  saying  that  the  most  likely  winner  of 
the  1991  World  Series  will  be  the  Cincinnati  Reds,  since 
they  won  last  year.  That  catchphrase  of  fund  prospectuses, 
"Past  performance  is  no  guarantee  of  future  results,"  is  an 
understatement.  Past  performance  is  only  a  weak  indicator 
of  future  results.  You  can  usually  bet  that  this  year's  hot 
performer  will  be  next  year's  laggard. 

What,  then,  should  you  look  for  in  judging  a  fund's 
performance  if  not  a  raw  percentage?  Our  honor  roll  looks 
at  three  other  factors:  consistency,  risk  and  continuity. 
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Consistency  is  built  into  the  grades  we  award  stot  '* 
funds.  We  divide  the  measurement  period  into  thnV" 
market  cycles  so  we  can  evaluate  a  fijnd  separately  in  b\ 
and  bear  markets.  Stock  funds  are  rated  in  the  tah 
beginning  on  page  211  for  performance  over  as  few  as  t^  ^'' 
market  cycles,  but  the  honor  roll  is  limited  to  funds  tlf 
have  been  around  for  the  full  three.  The  grading  formu^  ^ 
calls  for  something  more  than  a  simple  average  of  retur 
over  the  three  ups  or  the  three  downs.  Unusually  stroi- 
(or  weak)  performance  in  any  given  period  is  scaled  ba 
(or  up),  because  it  is  unlikely  to  be  repeated.  Gold  funds  ' 
the  late  1970s,  technology'  funds  in  1982-83  and,  recer 
ly,  health  care  funds — all  have  had  winning  streaks.  In  o 
rating  system  those  streaks  count  for  less  than  they  wou 
in  any  system  that  measures  straight- line  performance  ov 


Fund/distributor 


Bergstrom  Capital/closed-end 
Dodge  &  Cox  Stock  Fund/Dodge  &  Cox 
Fidelity  Destiny  Portfolio  I/Fidelity  Distributors 
Franklin  Growth  Fund/Franklin  Distributors 
Fundamental  Investors/American  Funds  Group 

Guardian  Park  Ave  Fund/Guardian  Investor  Services 

lAI  Regional  Fund/IAI  Funds 

Investment  Co  of  America/American  Funds  Group 

Lindner  Fund/Lindner  Management 

Mutual  Benefit  Fund/Mutual  Benefit  Financial  Service  Co 


Performance 

UP  DOWN 

markets  markets 


A 

A 

A+ 

B 

A 

A 
A 
B 
D 
A 


New  England  Growth  Fund/TNE  Fund  Group  A 

Nicholas  Fund/N  icholas  Co  B 

Phoenix  Growth  Fund/Phoenix  Equity  Planning  A 
T  Rovre  Price  International  Stock  Fund/T  Rowe  Price  Associates     B» 

Scudder  International  Fund/Scudder  Investor  Services  C 

Selected  American  Shares/Kemper  Securities  Group  C 

Shearson  Appreciation  Fund^VShearson  Lehman  Brothers  B 

Source  Capital/closed-end  D 

United  Income  FunH/Waddell  &  Reed  A 

Washington  Mutual  Investors/American  Funds  Group  B 


A 
B 
B 
B 
B 

B 

B 

B 

A+ 

B 

B 
A 
A 


A 

B 

A+ 

A 

A 


Lead  manager  (years) 


Erik  E  Bergstrom  (15) 
Multiple  managers  (10)' 
George  Vanderheiden  (11) 
Jerry  Palmieri  (26) 
Multiple  managers  (7)' 

Charles  A!  bers  (19) 

Julian  PCarlin  (11) 

Multiple  managers  (8)' 

Robert  A  Lange.  Eric  E  Ryback  (10) 

Multiple  managers  (7)' 

G  Kenneth  Heebner  (15) 
Alberto  Nicholas  (22) 
Robert  Chesek  (11) 
Martin  G  Wade  (11) 
Nicholas  Bratt  (7) 

Donald  A  Yacktman  (8) 

Harold  L  Williamson  Jr.  Harry  D  Cohen  (9)^ 

George  Michaelis  (13) 

Russell  E  Thompson  (12) 

Multiple  managers  (8)' 


Average 

annual 

total  return^ 

Hypothetic 

investmer 

results* 

19.2% 

$51,256 

15.1 
18.3 

34.45/ 
36.841" 

14.7 
15.6 

37,32C 
33.154 

15.7 

31.80? 

16.0 
15.9 

35.024 
32.52f 

16.8 
15.9 

37.456 
34,367 

18.0 
16.2 

41,30/ 
39,78C 

18.3 

42.236 

20.4'o 

33, 5o:- 

204« 

32,206 

15.5 
15.0 
15.6 

34.334 
36.15J 

32.0.V/ 

17.7 

36.24} 

16.9 

36.424 

'From  1 1/30/80  through  6/30/91 ,  before  deducting  loads  and  taxes.    »Value  on  6/30/91  of  $10,000  invested  1 1/30/80.  after  load  and  taxes,  for  hypothe; 
upper-incotne  investor.  Assumptions:  Investor  has  $100,000  of  gross  income  m  constant  1984  dollars,  deductions  equal  to  20% of  income— 15% aftec  198!^ 
and  four  exemptions.  Lodds  applied  at  6/30/9  Irate.    3/\verageof  price/earnings  ratios  for  stocks  in  portfolioasof  3/3 1/91.  weighted  by  sizeof  holding.  Source  CP 
Investment  Technologies.    'Lesser  of  security  sales  or  purchases,  divided  by  average  net  assets     *Most  funds  have  lower  minimum  requirements  tor  IRAs  •■ 
automatic  savings  plans.    •Closed-end  funds  have  no  loads,  but  hypothetical  results  column  assumes  a  1%  brokerage  fee  to  buy  shares.    'Average  tenui.'  ^ 
managers,  with  ten  ye.irs  maximum  credit  for  each.    "Operates  as  a  contractual  plan,  requiring  monthly  investment,  with  a  decreasirtg  load  for  larger  mvestmer 


160 


Forl>es  ■  September  2,  19 


or  ten  years.  Further  reinforcing  that 
isistency  requirement,  we  exclude  sector 
ds,  which  can  do  well  by  dumb  luck — if 
ir  sector  is  hot. 

x)  sum  up:  We  don't  dish  up  raw  num- 
s.  We  mix  in  a  substantial  element  of 
gment. 

"Jext,  we  rate  risk.  The  honor  roil  is 
ited  to  funds  that  earn  B  or  better  in  bear 
rkets.  There  is  no  minimum  for  up- 
rket  grades.  Lindner  Fund,  for  example, 

an  up-market  D  but  a  down-market 

Why  so  much  focus  on  bear  market 
formance?  It's  a  way  of  excluding  hinds 
t  did  well  in  the  1980s  not  so  much  from  skillfiil  stock 
king  as  from  taking  aggressive  or  leveraged  positions, 
member  that  the  lOVa-year  measurement  period  has 
:n  a  freakishly  good  one,  in  which  the  S&P  500  returned 
average  14.2%  a  year.  The  emphasis  on  bear  market 
ides  makes  up  for  the  fact  that  the  1990s  are  likely  to 
ng  longer  or  more  severe  bear  markets  than  we  experi- 
:ed  in  the  recent  past, 
-inally,  we  rank  funds  on  continuity.  We  limit  the  honor 

to  fiinds  whose  managers  have  served  in  that  position 
at  least  seven  years.  Last  year  that  rule  forced  us  to  drop 
lelity  Magellan,  which  had  been  on  eight  previous 
nor  rolls.  Morris  Smith  has  done  a  fine  job  at  Magellan 
ce  taking  over  from  Peter  Lynch  last  year.  Over  the  12 


y 


months  ended  June  30  Magellan  had  a  total 
return  of  9.7% — better  than  the  6%  return 
for  the  average  stock  fund  in  this  sur\cy.  But 
this  snapshot  doesn't  tell  us  how  well  Smith 
could  guide  the  fund  in  a  bear  market.  It 
doesn't  give  him  a  chance  to  prove  any 
consistency  of  performance.  In  contrast, 
the  Mutual  Benefit  Fund  qualifies  by  dint  of 
the  long-tenured  talent  on  its  stock  picking 
committee — never  mind  that  its  insurance 
company  sponsor  has  been  seized  by  New 
Jersey  regulators. 

A  lot  of  funds  have  been  around  for  three 
full  market  cycles,  do  better  than  the  pack  in 
bear  markets  and  have  had  the  same  management  for  at  least 
seven  years.  Out  of  this  group  we  select  the  20  best  in  long- 
term  performance.  Those  results,  labeled  "Hypothetical 
investment  results"  below,  measure  what  a  S 1 0,000  invest- 
ment would  have  turned  into  over  the  three  market  o'cles, 
after  deductions  for  taxes  and  sales  load.  One  more 
requirement:  The  hind  must  be  open  to  new  customers. 
That  rules  out  the  Vanguard  Windsor  Fund,  cgm  Capital 
Development  Fund  and  xs\o  Mutual  Series  funds. 

Getting  on  the  Forbes  honor  roll  is  tough.  The  rules  are 
demanding.  Stock  fimds  that  don't  meet  these  criteria,  and 
fixed-income  fiinds  in  various  categories,  still  have  a  shot  at 
the  Best  Buv  rankings,  where  low  cost  counts  heavilv  in  the 
score.  See  pages  162,  164,  174,  198,  204,  292  and  293. 


Net  assets 

Maximum           Annual           Weighted             %of 

Portfolio 

Minimum 

Fund 

($mil) 

load             expenses           average             assets 

turnover* 

initial 

(consecutive  years  on  honor  roll) 

< 

per  $100             ?W               in  cash 

investment* 

$89 

NA*              $0.99-                25                     8% 

10% 

NA 

Bergstrom  Capital  (8) 

239 

none                0.65                 15                    4 

7 

$2,500 

Dodge  &  Cox  Stock  Fund  (2) 

2,024 

NA8                0.44  •               17                      0 

71 

NA 

Fidelity  Destiny  Portfolio  1  (9) 

275 

4.00%              0.73                  18                   27 

6 

100 

Franklin  Growth  Fund  (3) 

965 

5.75                 0.70                 20                    16 

12 

250 

Fundamental  Investors 

259 

4.50                 0.67                  15                     8 

47 

1.000 

Guardian  Park  Ave  Fund  (4) 

325 

none                1. 01                 22                  23 

169 

5.000 

lAI  Regional  Fund  (3) 

7.643 

5.75                 0.55                  17                    19 

11 

250 

Investment  Co  of  America  (2) 

783 

none                0.83                 16                  13 

13 

2.000 

Lindner  Fund  (3) 

42 

4.75                 1.01                  14                   16 

6 

250 

Mutual  Benefit  Fund  (3) 

734 

6.50                 1.23                 27                     0 

185 

1.000 

New  England  Growth  Fund  (7) 

1,715 

none                0.81                 16                    9 

22 

500 

Nicholas  Fund  (10) 

977 

4.75                 1.08                 23                    22 

275 

500 

Phoenix  Grovirth  Fund  (3) 

1,291 

none                 1.12                 17                     9 

47 

2.500 

T  Rowe  Price  International  Stock  (2) 

899 

none                 1.17                 22                     9 

70 

1,000 

Scudder  International  Fund 

557 

none                 I.IO                  19                    10 

48 

1.000 

Selected  American  Shares  (3) 

1.410 

5.00                 0.84                  18                    11 

30 

500 

Shearson  Appreciation  Fund  (6) 

304 

NA«                0.97                  17                    20 

43 

NA 

Source  Capital  (3) 

1,894 

8.50                 0.67                  16                     4 

31 

500 

United  Income  Fund  (3) 

6,792 

5.75                 0.77                  16                     4 

11 

250 

Washington  Mutual  Investors  (2) 

contracts 

Hypothetical  investment  result  assumes  a  single  investment  of  $10,000  on  1 1/30/80.  with  a  simulated  load  of  12.4%.  This  load  reflects  lx)th  sales 

and  account  maintenance  charges.    •Grades  for  foreign  funds  depend  on 

long-term  performance  against  other  foreign  funds.     "'Average  annual  total  return 

covers  period  from  9/30/S2  to  6/30/9 1 .  the  time  span  used  to  measure  the  performance  of  foreign  stock  funds.  Hypothetical  return  is  measured  over  the  same 
period  asdontestic  stock  funds.  "Formerly  SLH  Appreciation  Fund.  Expense  ratio  is  m  italics  if  the  fund  has  a  shareholder-paid  I2t>-1  plan  exceeding  0. 1  % 
(hidden  load)  pending  or  in  force.    NA:  Not  available  or  not  applicable. 
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Best  Buys 


The  honor  roll  on  page  160  focuses 
on  performance.  Our  Best  Buys  selec- 
tions here  and  on  page  164  also  look 
at  performance  but  give  equal  weight- 
ing to  price.  By  price  we  mean  the 
money  taken  out  of  your  pot  by  the 
fund's  sponsor,  either  in  a  one-time 
sales  load  (which  we  assume  is  spread 
over  five  years)  or  in  the  annual  ex- 
pense ratio.  Funds  are  scored  on  each 


factor,  and  the  scores  are  added  to 
give  a  combined  rank;  fijnds  are  listed 
in  the  Best  Buys  tables  in  descending 
order  of  this  rank.  Funds  are  penal- 
ized in  the  price  calculation  for  tem- 
porary absorption  of  expenses  and  in 
the  performance  calculation  for  vola- 
tility. The  Best  Buys  money  fiinds, 
pages  292  and  293,  are  selected  solely 
by  expense  ratio. 


Taxable  bond  funds 


How  do  you  find  a  good  bond  fLmd?  First  decide  how 
far  out  on  the  yield  curve  you  want  to  stick  your  neck. 
Short-term  fijnds  will  be  damaged  the  least  if  interest 
rates  rise;  long-term  funds  will  do  better  if  rates  stay 
constant  or  fall.  Ginnie  Mae  funds  are  somewhere  in 


Fund/distributor 


between  in  their  sensitivity  to  interest  rate  fluctuations. 
Next,  look  at  price  and  performance.  In  these  rankings,] 
the  two  elements  are  given  equal  weight.  (Note  thati 
only  one  load  fund  makes  the  list.)  The  Best  Buys 
ranking  of  junk  bond  fiinds  appears  on  page  174. 


5-year 
total  return 
annualized 


Risk 
level 


Manager  (years) 


Annual  Maximum  Assets 

expenses  sales  6/30/91, 

per  $100  charp  ($mil) 


Short-term 


Vanguard  Fixed  Income-Short-Term/Vanguard 
Federated  Short-Intermediate  Govt/Federated 
Federated  Intermediate  Government/Federated 
T  Rowe  Price  Short-Term  Bond  Fund/Price 


8.3% 

very  low 

Ian  MacKinnon  (9) 

$0.31 

none 

$1,143 

7.7 

very  low 

Roger  A  Early  (4) 

0.48 

none 

1.220 

7.9 

low 

Roger  A  Early  (4) 

0.51 

none 

740 

7.1 

very  low 

EdwardATaberlll(7) 

0.93 

none 

217 

Long-term 


Federated  Income  Trust/Federated 

USAA  Mutual-Income  Fund/USAA 

Value  Line  US  Government  Securities/Value  Line 

Transamerica  Income  Shares/closed-end 

Montgomery  Street  Income  Securities/closed-end 

Columbia  Fixed  Income  Securities/Columbia 

Ginnie  Mae 

Federated  GNMA  Trust/Federated 

Vanguard  Fixed  Income-GNMA/Vanguard 

Benham  GNMA  Income/Benham 

Franklin  US  Government  Securities  Fund/Franklin 

AARP  Income  Trust-GNMA  &  US  Treasury/Scudder    8.4 

Fidelity  Ginnie  Mae/Fidelity 

'Average  tenure  of  managers,  with  ten  years  maximum  credit  tor  each. 


9.1 

low 

GaryJMadich(4) 

0.50 

none 

987 

9.8 

high 

John  W  Saunders  Jr  (6) 

0.46 

none 

656 

8.8 

low 

Not  disclosed 

0.66 

none 

311 

10.2 

high 

Multiple  managers  (10)' 

0.69 

none 

122 

8.7 

average 

SteveWohler(4) 

0.68 

none 

149 

8.7 

average 

Multiple  managers  (8)' 

0.68 

none 

164 

9.7- 

high 

GaryJMadich(4) 

0.52 

none 

1,288 

9.6 

high 

Paul  Sullivan  (11) 

0.34 

none 

3.564 

9.5 

high 

Randall  Merk  (4) 

0.72 

none 

495 

9.5 

low 

Jack  Lemein  (7) 

0.52 

4.00% 

11.810 

8.4 

low 

David  Glenn  (6) 

0.79 

nooe 

2.942 

8.8 

average 

James  R  Wolfson  (3) 

0.80 

nooe 

776 

162 
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You  may  have  to  find  a  new 
breed  of  chauffeu  ' 


II 


III 


1 


True,  llw  Turbo  R  oirncr  Is  driven.  Bui  not  hv        sprinting  from  rest  In  ()(}  m.p.h.  in  hut  6.  S  smni(k 


\'h(Uflf('ur.  I  ha  nml—ln  excel,  h  hick  eApldins  Ills 


S)  imrilii'  lu.rur\  •  means  ytu  loafabmjal  un- 


nive  ofmolor  car.  The  (me  AuloCiar  Ac  Molor  (Y///,v  menlionahle  speeds  in  a  ctmch  llial  lakes  RolU-Royce 
7/  <)ulra<reous  concoclion  of  sled^iehammer  perfor-  Molor  C(U's  100  days  to  hand-build.  Alop  a  susfx'n- 
mce  and sybarilic  kn/n:"  sion  ihal  follows  \xmr  erer\'  whim.  In  a  cabin  with 

SM^ehammer  performance,  in  Henlleylenm,        enough  (  onnollyhide  la  carpet  a  10  ft.  by2()ft.  nnmi. 
'WIS  a  lurbocharfTcd  ().75    '^=^^^^^^^^B^^B^^^^^^^  Ixickin^  race  track 

er  IS  who.se  Herculean  ^  "^^^wiSw^ti  1^^^^*^  experience,  yvur  chauffeur, 
rque  makes  turbo  la^ obsolete,  h  ^WsJ^-'^xW^  at  least,  .should  hare  a  pilot's 

(WIS  5 WO  pounds  of  .steel  .sculpture  ^^pj^^/Wi**^^        license.  Call  l'il'i-350-0500. 

*ave¥)u  FlownThe  Bentley  Tlirbo  R? 

©  l^dU-Kovtr  Molor  C.jirs  Inc..  1'>'M.  Tlic  tiainrs  "R'lUlrx"  iiiiil  "liirlio  R."  iiiiil  ili«-  luiilp*  iiiul  nnliiiior  <:rillr  jtn-  n-^i-ii-nMl  iriiilninirk'*. 


BtSI  BUYS 


FUHD  SURVEY 


Municipal  bond  funds 

The  Vanguard  Group,  which  prides  itself  on  low 
expenses  and  an  absence  of  loads,  dominates  the  rank- 
ings of  national  municipal  bond  funds.  Residents  of 


t 


cn 


high-tax  states  are  often  better  off  with  a  portfolio 
local  muni  bonds;  we  show  the  top-ranked  Best  Buy 
each  of  eight  important  states. 


Fund/distributor 


National 


5-year 
total  return 
annualized 


Risk 
level 


Manager  (years) 


Vanguard  Muni  Bond-Intermediate/Vanguard 
Vanguard  Muni  Bond-High  Yield/Vanguard 
Vanguard  Muni  Bond-insured  Long-Term/Vanguard 
Safeco  Municipal  Bond  Fund/Safeco 
Fidelity  Tax-Free-Aggressive/Fidelity 
Vanguard  Muni  Bond-Long-Term/Vanguard 


8.4% 

average 

Ian  MacKinnon  (10) 

8.7 

very  high 

Ian  MacKinnon  (10) 

8.5 

high 

Ian  MacKinnon  (7) 

9.1 

high 

Stephen  Bauer  (10) 

8.8 

average 

Anne  Punzak  (6) 

8.6 

very  high 

Ian  MacKinnon  (10) 

Annual 
expenses 
per  $100 


$0.26 
0.26 
0.26 
0.56 
0.66 
0.26 


Maximum 

sales 

charge 


Asse 

6/30/ 
($m 


; 


One-state 


Fund 


Vanguard  Calif  Tax-Free-Insured  L-T 
Spartan  Connecticut  Muni-High  Yield 
Fidelity  Mass  Tax-Free-High  Yield 
Fidelity  Michigan  Tax-Free  High  Yield 


3-year 
total 
return 
annual- 
ized 

8.9% 
8.5 
9.1 
8.6 


Yield^    Manager  (years) 
(%) 


6.1%  Ian  MacKinnon  (5) 

6.4  PeterAnegrini('5) 

7.0  Guy  E  Wickwire  (3) 

6.9  PeterAllegriniO) 


Fund 


3-year 
total 
return 
annual- 
ized 


Franklin  Minn  Insured  Tax-Free  Inc  8.7% 

Vanguard  NJ  Tax  Free-Insured  L-T  9.2 

Fidelity  NY  Tax-Free-High  Yield  8.5 

Vanguard  Penn  Tax-Free-Insured  L-T  9. 1 


none 
none 
none 
none 
none 
none 


Yield 

(%) 


6.6% 
6.2 
6.7 
6.3 


$1,766 

1.117f  ;* 

1.437 

357 

584 

J 

754 

;R 

Manager  (year  i  OBg 

)I( 
lUi 

Donald  S  Duers  1  an 
Ian  MacKinnon,  il'h 
Gary  Swayze  (3 1  "ii 
Ian  MacKinnorV'  ^ 


International  stock  funds 

Funds  that  buy  stocks  overseas  are  divided  into  two 
groups:  global  funds,  which  mix  U.S.  and  foreign 
securities;  and  foreign  fiinds,  which  put  all  or  almost  all 


of  their  portfolios  in  foreign  stocks.  Both  kinds  of 
benefit  from  a  weakness  in  the  dollar  on  currci 
markets. 


Fund/distributor 


Global 

Vanguard  World-US  Growth/Vanguard 

Pax  World  Fund/Pax  World 

Vanguard  World-International  Growth/Vanguard 

USAA  Investment-Cornerstone  Fund/USAA 


Foreign 


Vanguard  Trustees  Commingled-lntl/Vanguard 
Vanguard  Special-Gold  &  Prec  Metals/Vanguard 
Mexico  Fund/closed-end 
T  Rowe  Price  International  Stock  Fund/Price 


5-year 
total  return 
annualized 


11.7% 
10.3 
10.7 
10.6 


13.5 
13.4 
53.5 
12.4 


Risk 
level 


Manager  (years) 


average  J  Parker  Hall  (4) 

low  Anthony  S  Brown  (20) 

average  Richard  R  Foulkes  (10) 

low  Multiple  managers  (7)* 


low  Dean  LeBaron  (7) 

high  DavidJHutchms(6) 

very  high  Jose  Luis  Gomez  Pimienta(  10) 

low  Martin  G  Wade  (11) 


Annual 
expenses 
per  $100 


$0.66 
1.17 
0.77 
1.18 


0.44 
0.42 
1.45 
1.12 


Maximum 

sales 

charge 


none 
none 
none 
none 


none 

rwne^ 

none 

none 


Assi 
6/3C1 

($n 


$65 
17 
82 
57 


84 

17 

46 

1.29 


nt 


m 


I  ^Total  investment  income  dividends  over  the  past  12  months,  divided  by  June  30  net  asset  value.    'Average  tenure  of  managers,  with  ten  y«ars  nrtaximum  ere 
each.    §Distributor  may  impose  redemption  fee,  which  proceeds  revert  to  the  fund.    Italicized  expense  indicstes  12b-l. 
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FUND  SURVEY 


Jonservativefund,  Franklin  Utilities  doesn't 
%Ne\\  when  stocks  rise.  But  it  has  done 
iningly  well  over  the  long  pull. 

ector  funds: 
itilities 


iric  Hardy 


HE  OLD  DAYS  utility  stocks  were, 

bank  stocks,  high-yielding  yet 

Today  utilities  are  still  just  like 

<s:  high-yielding  and  hazardous. 

Public    Service    Co.    of  New 

ipshire  and  now  Columbia  Gas 

r.  ping  into  bankruptcy  court,  any 
ion  of  security'  in  this  sector  is 
;.  Those  lush  dividends  can  be  cut 
stock  prices  can  fall — witness  Co- 
:^ia's  collapse  from  40  to  14. 

a  Lit  if  utilities  are  going  to  be  risky, 
ast  they  can  be  rewarding.  Thus  it 
at  the  Franklin  Utilities  Fund  has 

^['ered  an  average  total  return  of 
per  year  during  the  last  three 
et  qdes  (Nov.  30,  1980  to 
),  almost  two  points  ahead  of  the 
SCO  index. 

Sstablished  in  1948,  Franklin  Utili- 

'  is  the  oldest  fund  in  this  sector.  It 

'so  one  of  the  more  conservative. 
|];oty  Johnson,  manager  of  the 
1  with   his  father,  Charles  (the 

(Tson  family  controls  the  flmd's 
licly  traded  distributor,  Franklin 
;)urces),  avoids  turnaround  candi- 


dates like  Columbia  at  one  extreme 
and  the  high  price/earnings  tele- 
phone utilities  at  the  other.  The  John- 
sons prefer  electric  utilities,  which 
make  up  84%  of  their  fiind.  And  when 
they  find  something  they  like,  they 
hold  on  to  it.  A  flood  of  new  money 
helped  the  Johnsons  keep  portfolio 
turnover  of  the  $1  billion  fund  to  only 
2%  last  year. 

One  favorite:  Pacific  Gas  &  Elec- 
tric, which,  says  Johnson,  operates  in 
"one  of  the  best  growth  regions  of  the 
countty',"  California's  Bay  Area. 
pg&e's  6.2%  yield  is  slighdy  below  the 
industty'  average.  Cost  overruns  at  the 
Diablo  Canyon  nuclear  plant  forced 
the  company  to  cut  the  dividend  in 
1988.  The  project  completed,  pg&e  is 
poised  to  raise  its  dividend  quickly, 
says  Gregory'  Johnson. 

The  Johnsons  also  like  Philadelphia 
Electric,  although  Philadelphia  is  not 
a  prime  growth  region.  Philadelphia 
Electric  is  probably  best  remembered 
as  the  company  whose  employees 
were  caught  napping  while  they  were 


ility  funds 

Total  return 

5-year          3-year 

—annualized— 

Maximum 
sales 
charge 

Annual 
expenses 
per  $100 

Yield 
(%) 

aential  Utility  Fund 
Hity  Select-Utilities 

Utility  Income  Fund 
■iklin  Utilities  Fund 
ility  Select-Electric  Utilities 

10,1% 
9,4 
8.5 
7.7 
5.8 

13.6% 

155 

10.8 

10.3 

11.9 

5.25% 

3.00 

4.75 

4.00 

3.00 

$0.97 
1.65 
1.25 
0.60 
2.27 

52% 

2.8 

5.6 

7.2 

3.8 

and  expense  indicates  12b-l. 

>  than  a  dozen  utility  sector  funds  are  now  available. 
>nly  five  have  been  around  for  at  least  five  years. 
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supposed  to  be  running  a  nuclear 
power  plant;  it  has  also  had  to  con- 
tend with  a  much  smaller  than  re- 
quested rate  increase  to  pay  for  its 
Limerick  2  nuclear  plant.  But  the 
firm,  says  Johnson,  "has  put  its  nucle- 
ar problems  behind  it."  For  this  year 
Value  Line  predicts  $4. 1 0  in  cash  flow 
(net  income  plus  depreciation), 
against  only  S2.60  in  capital  expendi- 
tures. Johnson  expects  the  company 
to  increase  its  dividend  at  a  faster  rate 
than  the  industty  average. 

Where  have  the  Johnsons  gone 
wrong?  In  believing  utility  executives 
who  said  they  could  diversify'  effec- 
tively. "We  held  on  to  Pinnacle  West 
[an  Arizona  electric  that  bought  a 
savings  and  loan  in  1986]  too  long," 
Gregoty  Johnson  says.  "We  didn't 
sell  even  after  we  lost  faith  in  manage- 
ment because  this  diversification 
sounded  like  such  a  good  deal."  Hav- 
ing learned  his  lesson,  he  now  shuns 
utilities  that  wander  far  from  their 
core  businesses,  such  as  Pacific  Enter- 
prises, a  gas  company  that  went  into 
drug  retailing.  He  dumped  FPL 
Group,  the  Florida  electric  company, 
after  it  diversified;  the  company  is 
back  on  Johnson's  buy  list  after  hav- 
ing agreed  to  sell  its  Colonial  Penn 
insurance  subsidiaty.  He  has  never 
owned  Cincinnati  Bell,  in  part  be- 
cause of  its  S5  million  investment  in 
equipment  manufacturer  .vr&t 
Corp.,  which  went  bankrupt  in  July. 

The  Johnsons'  approach  creates  a 
portfolio  with  an  unusually  high  yield 
of  7.2%,  second  only  to  that  of  Dufl'& 
Phelps  Utilities  Income  among  the 
utility  sector  funds.  Over  the  past 
decade  that  yield,  reinvested  and 
compounded,  has  contributed  im- 
portantly to  total  return  and  stabil- 
ity— enough  so  that  Franklin  Utilities 
would  be  on  the  Forbes  honor  roll 
(paqe  160)  if  sector  funds  were  al- 
lowed. But  in  the  post- 1987  .stcKk 
market  rally,  its  tilt  to  higher-yielding, 
slower- growing  stocks  has  hurt  the 
fiind.  Since  mid- 1988  Franklin  Utili- 
ties has  averaged  a  10%  total  annual 
return,  versus  16%  for  Fidelity  Select 
Utilities.  In  shaqi  contrast  to  the 
Franklin  fund,  the  Fidelity'  fund  buys  a 
lot  of  telephone  utilities.  A  weak  stcKk 
market,  however,  would  probably 
give  the  tortoise  a  chance  to  catch  up 
with  the  hare.  Franklin  Utilities  rates 
an  A+  in  down  markets.  WM 
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Investors  panicked  out  of  junk  bond  funds  last  fall. 
Now,  with  prices  much  higher,  they're  crowding  back  in, 


Junk  gets  hot 


By  Laura  Jereski 

You  COULD  ^L^KE  a  niftv'  contrarian 
indicator  out  of  mutual  fund  sales.  In 
the  spring  of  1987,  just  before  the 
stock  market  crashed,  the  public 
bought  stock  funds  heaxily;  after  the 
crash,  investors  were  net  sellers.  Buy 
high,  sell  low. 

They're  doing  it  again,  this  time 
with  junk  bond  funds,  the  ones  that 
specialize  in  bonds  that  are,  at  best,  of 
less  than  top  qualit\'  and,  at  worst, 
shaky.  Last  year  investors  piled  out  of 
such  funds,  with  net  redemptions  of 
SI. 5  billion.  As  the  panic  mounted, 
the  market  for  junk  bonds  turned  up. 
Price  gains,  coupled  with  the  oversize 
interest  \ields  that  define  this  securit)-, 
fueled  a  21%  total  return  for  the  junk 
market  in  the  first  half  of  this  year. 

And  now  what  are  fiind  customers 
doing.'  Buying,  of  course.  Junkfiands' 
cash  inflow  in  July  alone  was  at  a 
record-breaking  S650  million,  esti- 
mates Salomon's  junk  bond  research 
director,  Joseph  Bencivenga. 

This  does  not  prove  that  we  are 
near  a  top  for  junk  bonds.  It  is  simply 
an  early  warning  in  a  market  that 
could  have  a  ways  further  to  go.  It  is 
especially  a  warning  to  timers  who 
switch  in  and  out  of  fimds.  If  thc\-  sold 


junk  last  fall  and  are  bming  it  now, 
they  are  already  losers. 

The  attraction  of  junk  bonds  is  this: 
Even  though  fields  have  fallen  sub- 
stantially since  the  beginning  of  the 
year,  they  still  offer  yields  averaging 
close  to  14%  as  of  Aug.  9,  six  percent- 
age points  above  Treasury  notes. 
(The  number  comes  from  the  Merrill 
Lynch  high-\ield  master  index,  which 
covers  638  issues  ranging  in  qualit)' 
from  BB  down  to  C.)  Thus  a  junk 
bond  portfolio  could  suffer  consider- 
able erosion  from  defaults  and  threat- 
ened defaults,  and  still  beat  a  portfolio 
of  government  paper. 

There    are,    meanwhile. 


Best  Buys:  junk  bond  funds 

V 

^ 

Fund                                           5-year 

Risk 

Manager  (years) 

Annual 

Max 

total  return 

level 

expenses 

sales 

annualized 

Viricent  Lathbury  (9) 

per  $100 

charge 

Merrill  Lynch  Corp-High  !nc-A            8.7% 

lOM 

$069 

4.00% 

Vanguard  Fixed  Inc-High  Yield           6.5 

low 

Earl  McEvoy  (7) 

040 

iwoe 

Federated  High  Yield  Trust                 7.0 

average 

Mark  E  Durbiano  (4) 

0.78p 

none 

Kemper  High  Yield  Fund                    8.2 

high 

Multiple  managers  (7)< 

0.88 

4.50 

Fidelity  Capital  &  Income  Fund          5.5 

very  low 

Multiple  managers  (1)' 

081 

itone§ 

T  Rowe  Price  High  Yield  Fund            5.4 

low 

Richard  S  Swingle  (7) 

103 

none 

'Average  teriure  ot  managers,  with  ten  years  noaximurp  credit  fcr  each.    (DistritHJtor  may  impose 

redemptKxi  fee.  wtiich 

proceeds  revert  to  the  fund,    p  Net  ot  absorptton  of  expenses  t>y  fund  sponsor. 

These  high-yield  funds  are  listed  in  descending  order  on  a  scoring  system  that  rewards 
good  performan  e  over  five  years,  low  annual  expenses  and  low  or  no  sales  loads. 


174 


three  reasons  junk  bonds  ought  ti 
worth  more  now  than  a  year 
First,  holders  have,  by  fightinj 
bankrupto,'  court  and  haggling  ( 
side  it,  wrested  better  terms  than 
used  to  have  from  junk  issuers.  Tl 
a  change  from  1990,  when  organi 
of  leveraged  buyouts  were  ca 
offering  to  buy  in  their  own  debt ; 
little  as  40  cents  on  the  dollar 
gi\ing  up  litde  equit\'.  No  more: 
month  leverage  artist  William  F 
agreed  to  forfeit  95%  of  West  Po 
Pepperell  to  debtholders. 

Also  brightening  the  picture 
junkholders:  A  spate  of  equin,'  ij 
sions  earlier  this  year  bolstered 
credits,  including  Duracell,  rjr 
bisco  and  AnnTaylor.  Finally,  the 
some  evidence  that  insurance  comi 
nies  and  thrifts  ha\'e  finished  the  w 
of  their  dumping. 

But  if  the  risk  in  junk  bonds 
lessened  somewhat,  declining  \i 
have  made  them  less  attractive.  A 
of  recent  buyers  are  telephone  swi 
ers  coming  in  from  low-\ielding 
ey  market  funds  and  equit>'  fu 
Such  buyers  could  pull  out  as  qui 
as  they  moved  in.  Indeed,  swit 
poured  SI 50  million  into  Fidel 
rsvo  junk  hinds — the  S200 
Spartan  High  Income  and  the 
billion  Fidelit\-  Capital  &  Incoi 
since  May.  "This  is  hot  money," 
ries  Neal  Lirvack,  \ice  presidcm 
marketing   at   Fidelit>'   Investmi 
"It  is  just  as  likely  to  flow  out  v 
the  market  hits  a  bump."  To  disc 
age    switchers.    Capital    &    Inc 
charges  a  1.5%  exit  fee  to  holders 
sta\  less  than  a  year. 

Of  course,  with  S230  bi 
w  orth  of  junk  outstanding, 
unlikely  that  redempti< 
from  junk  bond  funds  col 

"^^  crash  the  market.  Still,  it's, 
time  to  throw  caution  to  the  win 
you  w  ant  to  enjoy  the  relatively 
yields  still  ottered  by  junk  bond  fu 
take  a  hard  \ook.  at  what  funds 
bu\ing — and  what  they  arc  pay 
Don't  get  greedy:  You  can  get  12 
in  a  junk  \xmd  fund  like  Vangu 
Fixed  Income  Higfi  Yield  that  inv 
fairly  conscrv  atively. 

Don't,  tor  example,  rush  to 
funds  with  the  highest  >iclds.  D 
Witter  High  Yield  was  the  top-d 
forming  junk  fluid  of  the  first  haH 
this  vear,  with  a  total  rrtum  (p| 
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people  or  beans? 


There's  only  one  possible  answer.  Both.  With  traditional  medical 
costs  soaring  20%  a  year,  stemming  the  tide  is  essential. 

But  doing  it  at  the  expense  of  human  needs  is  unacceptable;  it's 
also  counterproductive.  Because  the  fact  is,  it  simply  doesn't  work. 
We've  found  that  controlling  costs  while  maintaining  the  quality 

of  care  aren't  mutually 
irreconcilable  goals,  but 
in  fact  go  hand  in  hand. 

And  when  they  do, 
everyone  stands  to  gain. 
Accordingly,  the  aim 
of  each  and  every 
managed  care  program 
we  offer  is  quality. 

To  that  end,  we  have 
provider  credentialling 
programs,  operate 
utilization  and  quality 
management  programs, 
and  continually  monitor 
patient  satisfaction. 

Recently,  for  example, 
94%  of  the  members 
enrolled  in  our  healthplan  rated  their  physicians  highly  We  believe 
that  no  company  should  be  forced  to  choose  between  human  needs 
and  financial  needs. 

To  help  you  satisfy  both,  we  have  created  one  of  the  most  extensive 
health  care  networks  in  the  country  For  literature,  call  CIGNA 
Employee  Benefits  Companies,  1-800-782-0782. 
And  talk  to  the  people  who  really  know  how  to  use  their  bean. 


We  get  paid  for  results! 


CIGNA 


To  start  building  a  car,  or  J  anything  else  today,  you  need  more 
than  designs  and  determination.  You  need  a  freight  transportation 
partner  you  can  rely  on.  One  with  proven  ability  to  deliver  the  right 
product  at  the  right  time.  A  partner  like  CF  MotorFreight. 

We  pride  ourselves  on  being  an  integral  part  of  your  business,  in 
industries  ranging  from  automobiles  to  aerospace,  computers 
to  retailing.  That  means  playing  a  vital  role  in  Just- In-Time 
manufacturing,  inventory^  management  and  distribution.  It 
means  dedicating  ourselves  to  increasingly  sophisticated 
levels  of  communication,  and  providing  the  flexibility  to 
make  your  business  more  competitrv^e.  But  above  all,  it  means 
truly  understanding  and  responding  to  your  needs. 

As  a  Consolidated  Freightways  Company  we  satisfy  customers 
by  offering  the  most  complete  range  of  customer  focused  services  in 
the  industry.  All  supported  by  unmatched  shipping  management  s\'stems, 
by  CF  EXCEL,  our  quality  process,  and  by  a  team  of  professionals  dev  oted 
to  serving  both  your  business  and  that  of  your  customers. 

Let  us  give  your  company  a  head  start.  Because  at  CF  MotorFreight, 
we  don't  just  help  build  products.  We  help  build  businesses  and 
keep  them  growing. 


COnSOUDnTED  FREIGHTUJflVa  IRC. 


WE  PUT  YOU  MILES  AHEAD 


CF MotorFtvight,  a  CF  Company.  Our  intermediate  and  long-hxiul  LTL  motor  canier 


FUND  SURVEY 


change  plus  income)  of  44%,  accord- 
ing to  Lipper  Analytical  Services.  It 
currendy  pays  18.4%,  much  higher 
than  Vanguard's  fund.  But  Dean  Wit- 
ter High  Yield  has  19%  of  its  assets  in 
zeros,  which  pay  no  cash  interest  and 
are  highly  volatile.  Note  that  despite 
its  stunning  1991  gain,  the  Dean 
Witter  fund  has,  among  open-end 
bond  funds,  the  worst  record  over  the 
past  five  years,  with  an  average  annual 
loss  of  2.7%  a  year. 

If  the  current  economic  pickup 
loses  steam,  some  of  the  riskier  issues 
will  be  in  trouble,  especially  those  that 
have  shown  the  greatest  gains.  The 
14%  senior  subordinated  notes,  ma- 
turing in  1998,  of  CuUum  Cos.,  a 
Dallas- based  supermarket  chain 
whose  operating  income  over  the  last 
12  months  ran  a  thin  1.3  times  inter- 
est, leaped  nearly  five  points  in  a  week, 
closing  near  par.  Playtex  Family  Prod- 
ucts zeros  of  1997  went  from  the  low 
60s  two  months  ago  to  a  recent  70%, 
close  to  their  accreted  value.  (The 
accreted  value  is  the  original  issue 
price  with  compound  interest  to  date 
added  in.  It  is  comparable  to  par  value 
in  a  coupon  bond.)  Yet  Playtex  is 
barely  able  to  cover  interest  from  its 
operating  income. 

Even  riskier  junk  issues  like  Ameri- 
can Standard's  O/HW/os  of  2003  or 
Charter  Medical's  0/1 3%s  of  1998 
have  jumped  so  that  they  currendy 
yield  1 8%  to  maturity,  versus  the  30% 
and  40%,  respectively,  that  they  yield- 
ed in  January.  Bonds  of  sickly  Bur- 
lington Industries  stay  stubbornly  as 
much  as  20  points  above  the  prices 
the  company  is  offering  to  pay  to  buy 
them  back,  which  range  from  12  cents 
on  the  dollar  for  the  most  junior  debt 
to  55  cents  for  the  most  senior.  This 
while  the  textile  industry  has  yet  to 
turn  around  and  Burlington  has  been 
forced  to  sell  its  auto  textile  business. 

In  short,  there  is  quality  junk  and 
speculative  junk.  And  it  takes  whole 
teams  of  lawyers  and  accountants  to 
tell  them  apart.  So  don't  venture  into 
this  market  except  through  a  mutual 
flind.  And  remember,  you're  not  get- 
ting in  at  the  bottom. 

Our  Best  Buys  ranking  (p.  174) 
rates  junk  bond  funds  on  a  scale  that 
gives  equal  weight  to  risk  adjusted 
performance  and  low  cost.  A  listing  of 
all  junk  funds  with  at  least  $100  mil 
lion  in  assets  begins  on  page  278.  Hi 
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Why  are  equity  mutual  funds 
managed  by  big  brokerage  firms 
usually  poor  performers? 

House 
brands 


By  Gretchen  Morgenson 

Of  the  41  domestic  equity  funds 
managed  by  Merrill  Lynch,  Shearson, 
Paine  Webber,  Dean  Witter  and  Pru- 
dential Securities,  only  2  have  beaten 
the  market  since  1988.  Over  the  peri- 
od, not  one  of  these  five  brokerage 
firm  families  outperformed  the  S&P 
SOO(see  tables). 

Adding  insult  to  this  injurious  per- 
formance: Brokerage  firms  consis- 
tently rank  low  on  quality  of  service 
provided  to  ftmd  customers.  Accord- 
ing to  a  1990  survey  by  Jay  Scha- 
backer,  editor  of  the  newsletter  Mu- 
tual Fund  Investing,  Shearson,  Dean 
Witter,  Prudential  and  PaineWebber 
received  "below  average"  service  rat- 
ings from  10,000  newsletter  subscrib- 
ers who  were  polled. 

There  was  an  exception:  Merrill 
Lynch  fiinds  were  spared  investors' 
wrath  in  this  sur\'ey. 

Why  can't  most  brokers  do  better? 
Expense  ratios,  averaging  1 .6%  a  year 
on  the  big  brokers'  equity  fiinds, 
make  market- beating  tough.  Add  in 
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How  the  big  brokerages  stack  up 

Firm 

Brokers 

Funds* 

Assets 

($mil) 

Avg3-yT 

relative 

performance 

Shearson 

8.600 

13 

$3,796 

95 

Prudential 

6.000 

9 

4.403 

96 

Merrill  Lynch 

11.800 

8 

6.410 

95 

Dean  Witter 

7.000 

7 

5.335 

96 

PaineWebber 

4,500 

4 

427 

99 

'Includes  only  domestic  equity  funds  with  three-year  returns. 

Source:  FORBES  datsbase. 

.4 

the  effect  of  fijnd  sales  loads 
portfolio- trading  commissions, 
ther  included  in  the  expense  aver, 
and  the  customer  has  a  ver\-  uf 
batde.  Especially  so  in  fiinds  mana^ 
by  Shearson:  In  the  past  12  mq^  jj, 

For  all  their  hlf  ^ 
priced  talent, 
Wall  Street 
firms'  mutual   ' 
funds  had 
trouble  keeplK 
up.  A  relathre 
performance  • 
96  means  that 
fund  lagged 
four  points  per 
year  behind  tht 
SAP  500. 
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arson's  equity  funds  turned  in  the 
St  performance  of  the  big  broker- 
flind  groups.  Over  three  years  it 
;s  near  the  bottom  with  Merrill 
ch.    One    contributing    factor: 
[arson's  average  expense  ratio  of 
Vo  is  substantially  higher  than  the 
%  average  for  stock  funds, 
rokers  can  sell  more  than  just  the 
Js  created   by  their  own  firms, 
can  earn  a  commission  from 
ost  any  load  flmd,  including  those 
red  by  such  independent  fiind 
dors    as    the    American    Funds 
up  and  Templeton  Funds  Distrib- 
•s.  But  your  broker  will  have  a 
ng  incentive  to  push   the  load 
is  offered  by  his  own  company.  If 
ucceeds,  the  firm  stands  to  take  in 
only  the  sales  commission  but  also 
ongoing  management  fees  for 
ing  the  portfolio  and  a  piece  of 
brokerage  commissions  generat- 
V  the  in-house  fiinds. 
there  a  conflict  of  interest  in- 
'cd  in  the  management  of  mutual 
is  by  large  investment  firms?  All 
erage  firms  make  an  effort  to 
their  money  management  activi- 
separate  from  their  investment 
King.  But  whether  or  not  there  is 
lict  of  interest,  suspicion  remains, 
(insider  GenRad,  a  maker  of  com- 
r-controlled  testing  equipment, 
ast  count,  Shearson's  Small  Capi- 
ation     Fund     owned     130,000 
es  of  GenRad,  its  Fundamental 
e  Fund  owned  another  100,000, 
its    Aggressive    Growth    Fund 
led  250,000.  Having  turned  in  its 
loss  in  six  years  in  1990,  the  stock 
recently  skulking  around   SVi. 
arson's  affiliate  Lehman  Brothers 
managed  three  underwritings  of 
Rad  stock  since  1980  at  prices 
^ng  from  42^/2  to  I8V2. 
tevens  Graphics  is  a  Fort  Worth- 
ed printing  company.   Shearson 
Icrwrote  an  offering  of  the  compa- 
i  shares  in  January  1990  at  I6V4. 
:s  for  the  six  months  ending  in 
c  sank  47%,  and  recendy  the  stock 
at  6^8.  The  Small  Capitalization 
id  owns  60,000  shares.  In  all,  15% 
his  fijnd  is  invested  in  companies 
which  Shearson  managed  or  co- 
laged  an  underwriting, 
iow  free  to  pick  their  own  stocks 
the  fund  managers  at  firms  like 
irson.>  Are   they  bound   by  the 
p^ments  of  the  parent  firm's  re- 


search department?  Shearson  is  a  big 
fund  player,  with  around  $3.8  billion 
in  its  domestic  cquit}'  portfolios,  the 
most  offered  by  any  big  brokerage. 
Jerome  Miller,  president  of  Shear- 
son's  asset  management  group,  says 
his  fiind  management  operation  is 
"100%  independent"  of  the  research 


Not  so  hot 

Distributor 

Average 

equity 

periform^ 

Equity 
assets^ 
($bil) 

Janus  Capital 

22.3% 

$3.3 

AIM  Distributors 

17.5 

2.5 

Twentieth  Century  Investors 

14.9 

8.3 

IDS  Financial  Services 

14.6 

6.1 

Fidelity  Distributors  Corp 

13.2 

35.0 

Nicholas  Co 

13.1 

2.3 

Massachusetts  Financial 

12.8 

4.4 

American  Funds  Group 

12.8 

25.4 

Putnam  Financial  Services 

12.3 

6.5 

Prudential  Securities 

12.3 

4.5 

Dean  Witter  Reynolds 

12.1 

5.8 

American  Capital  Marketing 

12.0 

4.2 

Waddell  &  Reed 

11.3 

3.9 

Neuberger  &  Berman 

10.9 

2.2 

Scudder  Investor  Services 

10.6 

2.5 

Dreyfus  Service  Corp 

10.0 

5.2 

Shearson  Lehman  Brothers 

9.8 

3.8 

T  Rowe  Price  Associates 

9.4 

5.8 

Men'ill  Lynch  Funds  Distrib 

9.3 

6.5 

Oppenheimer  Fund 

9.1 

3.5 

Vanguard  Group 

8.7 

17.0 

Lord  Abbett  &  Co 

8.4 

3.7 

Delaware  Distributors 

8.2 

2.4 

Pioneer  Group 

7.9 

6.2 

Heine  Securities 

7.9 

4.3 

S&P  500 

14.6 

'Weighted  three-year  compound  return.    'As  of  June 
1991,  domestic  equity  funds  only. 

No  wonder  index  funds  are  getting  pop- 
uiar:  Oniy  3  of  the  25  iargest  domestic 
stocit  fund  groups  beat  the  S&P  500 
over  the  past  three  years.  Compound 
annuai  returns  are  weighted  by  assets. 


department.  The  fact  remains  that 
Shearson  analysts'  recommendations 
are  often  found  in  Shearson  hands. 

Consider  two  holdings  in  Shear- 
son's  Small  C'apitalization  Fund, 
which  is  down  14%  for  the  past  12 
months.  The  Nov.  30  portfolio  listed 
27,000  shares  of  y&a  Group,  valued 
at  10%,  and  50,000  shares  of  America 
West  Airlines,  at  5%.  These  two 
stocks  made  up  2.6%  of  the  portfolio. 
They  have  been  a  disaster  for  the  fund. 

Last  year  Edward  Tirello,  an  analyst 
who  recently  left  Shearson  for  Smith 
Barney,  was  banging  the  table  advis- 
ing Shearson  customers  to  buy  Y&A 
stock.  The  St.  Louis  engineering  firm 
made  news  earlier  this  year  when  its 
chairman  disappeared  amidst  charges 
of  fraud.  The  stock  collapsed  and  was 
delisted  by  Nasdaq  in  April. 

As  for  America  West  Airlines, 
Shearson  analyst  Hclanc  Becker  rec- 
ommended the  stock  in  August  1989 
at  9  and  promoted  it  until  last  May, 
about  a  week  before  the  airline  filed 
for  Chapter  11  bankruptcy.  So  per- 
suasive was  Becker  that  Shearson  cli- 
ents ended  up  owning  a  big  chunk  of 
America  West  stock.  The  stock  was 
recently  trading  around  2%.  The 
small-cap  fiind's  manager,  Richard 
Freeman,  defends  his  record,  insisting 
that  he  makes  his  stock  picks  com- 
pletely independent  of  Shearson's  re- 
search department. 

There's  one  winner  in  Shearson's 
stable:  the  Appreciation  Fund.  This 
20-year-old  fiind,  conserxatively  run 
by  Harold  Williamson  Jr.,  70,  and 
Harry  Cohen,  50,  has  been  on  the 
Forbes  honor  roll  since  1986.  Wil- 
liamson and  Cohen  do  their  own 
research,  preferring  big  companies 
with  strong  balance  sheets.  Their  low 
30%  turnover  doesn't  produce  much 
in  the  way  of  commissions  for  the 
parent.  Unlike  other  Shearson  offer- 
ings, Williamson  and  Cohen's  fund 
does  not  exact  12b- 1  fees;  its  expense 
ratio  is  a  very  respectable  0.84%. 

So  there  are  good  brokerage  house 
funds  and  poor  ones.  But  even  if  you 
are  a  satisfied  customer  of  a  given 
brokerage  account,  you  would  be 
wise  to  set  your  horizons  beyond  your 
broker's  in-housc  funds.  Your  regis- 
tered rep  can  do  a  lot  of  things  for 
you,  but  with  mutual  funds  vou  will 
be  better  off  on  your  own  with  the 
help  of  the  Forbks  sur\'ey.  WM 
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If  you  want  European  exposure  and  you  like  small- 
company  stocks,  USF&G's  European  Emerging 
Companies  portfolio  is  intriguing. 

Advice  like  the 
Rockefelleirs  get 


! 


By  Richard  Phalon 

The  European  Emerging  Companies 
Fund  has  done  poorly  of  late.  Hit  by 
the  ripple  effects  of  the  U.S.  recession, 
softening  currencies  and  political  un- 
certainties, European  small-company 
stocks  have  been  put  through  the 
wringer.  The  stocks  in  the  $26  million 
(net  assets)  fund's  portfolio  are  cheap 
enough  to  warrant  a  serious  look. 

Launched  by  the  Fort  Washington, 
Pa.-based  Over- the -Counter  Securi- 
ties Group  in  1989,  the  fiind  started 
out  as  a  real  barn  burner:  up  26%  in  its 
first  year  of  operation.  Then  came  the 
U.S.  intervention  in  Kuwait  and  the 
long  slide  in  European  markets  that 
saw  the  EEC  ftind's  net  asset  value 
drop  25%  (to  around  $10  a  share) 
from  last  summer  through  June  of 
this  year. 

A  certain  cachet  attaches  to  the 
fund,  despite  its  volatility.  It  is  the 
only  publicly  owned  investment  com- 
pany advised  by  Rockefeller  &  Co., 


which  runs  more  than  $2  billion  for 
some  200  very  private  clients,  most  of 
them  descendants  or  institutional  off^ 
shoots  of  John  D. 

The  Rockefellers  launched  the  EEC 
Fund  after  buying  its  original  manag- 
er, the  old  OTC  Review  Management 
Corp.  The  latter  was  sold  last  year  to 
USF&G  Corp.,  the  Baltimore-based  in- 
surance and  financial  services  com- 
bine. The  USF&G  subsidiary  distrib- 
utes the  shares  of  EEC  and  its  stable- 
mate,  the  America-oriented  Over- 
the-Counter  Securities  Fund. 

Rockefeller  &  Co.  continues  to  run 
the  EEC  portfolio,  but  despite  the 
magic  of  the  family  name,  the  fiind 
right  now  is  something  of  a  hard  sell, 
concedes  Richard  E.  Smith  III,  chair- 
man of  USF&G  Review  Management 
Corp.  But  he  notes  that  earnings  mul- 
tiples on  many  European  small-cap 
stocks  are  a  lot  lower  now  than  a  year 
ago;  that,  he  says,  should  make  the 


Fund 


Assets         Total  return       Maximum  Annual 
($mil)      3-year      12-mo      sales    expenses 
annualized         charge   per  $100 


GT  Global  Growth-Europe 

$1,344 

9.2% 

-18.9% 

4.75% 

$1.90 

Merrill  Lynch  EuroFund 

556 

10.0 

-9.3 

6.50 

1.15 

Dean  Witter  European  Growth 

289 

NA 

-14,1 

5.00b 

2.41 

Fidelity  Europe  Fund 

287 

7.9 

-18.9 

3.00 

1.36 

T  Rowe  Price  IntI  EuroStock 

91 

NA 

-15.0 

none 

1.75p 

Financial  Strategic-European 

65 

9.0 

-12.b 

none 

1,29 

Shearson  Invest-European 

28 

8.7 

-13.0 

5.00b 

2.98 

European  Emerging  Cos 

26 

NA 

-25.1 

5.75 

2.2b? 

European  funds 
look  rather  weak  in 
recent  perfo^ 
mance.  But  maybe 
that's  because 
European  stocks 
have  simply  got- 
ten too  cheap  and 
the  dollar  too 
dear — and  that 
would  make  this 
sector  a  good  buy 
now. 


b:  Includes  back-end  load  that  revert'^  o  distributor,    p:  Net  of  absorption  of  expenses  by 
fund  sponsor.    Italicized  expense  indn.  'fes  12b-l. 
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ftind  a  better  buy. 

"It  has  always  mystified  me  tl 
stocks  are  the  only  assets  that  becon 
less  attractive  the  cheaper  they  goj 
says  Smith.  "It's  not  like  cars.  Yout 
prices,  you  can  move  cars,  but  r 
stocks." 

Working  in  Smith's  favor  is  i 
difficulty  of  buying  these  stocks  m 
vidually.  Combine  unpredictal 
earnings  patterns,  shaky  bal; 
sheets,  currency  risks,  differences 
accounting  practices  and  typicj 
strung-out  settiements  on  trades,  a 
you've  got  a  package  that  carries  a 
siderably  more  hazards  than  a  U 
o-t-c  stock.  A  fiind  is  often  the  oj 
plausible  way  to  buy  into  Europe. 

Among  the  long-term  rewards  l 
and  the  other  U.S. -owned  Euroc* 
trie  funds  look  to  (see  table)  are  th 
that  will  prospectively  flow  from  ' 
elimination  of  U.K.  and  Continer 
tariff^  barriers  next  year. 

As  to  risk,  the  Rockefeller  &  ( 
managers  are  trying  to  reduce  it  pai 
through  diversification.  The  portfc 
has  77  stocks  in  1 1  countries.  Amc 
them:  Brau  und  Brunnen,  a  Gem 
brewer  whose  real  estate  portf( 
alone  is  supposed  to  be  worth  m^ 
than  the  market  value  of  the  sto 
Cristalleries  Baccarat,  the  Frci 
cr^'stalmaker,  which  sits  on  undcrv" 
ued  land  holdings  in  Paris;  Zod 
with  perhaps  30%  of  the  world  mar 
in  inflatable  dinghies;  and  Iberica 
Frio,  a  Spanish  producer  of  supe 
ket  refiigerator  display  units 

Smith  argues  that  European  sm 
cap  stocks  have  been  beaten  up 
badly  in  the  last  year  that  they  are  n 
much  cheaper  than  .-Vmcrican  sn 
caps.  He  cites  cases  like  these:  Intr 
Justitia,  a  U.K.  based  debt-collect 
and  credit-management  outfit,  pri' 
at  $1 .26  and  7.4  rimes  expected  ea 
ings;  and  Cambridge  Group,  an  I» 
leasing  and  fin.incial  services  comp  I 
w  hose  earnings  arc  growing  at  be  • 
than  25%  a  year  and  \Nhosc  stcKk 
88  cents,  is  trading  at  abtiut  6.6  rii 
expected  1991  earnings.  Risky?  Sn 
docs  not  disagree.  "What  we  tell 
vestors,"  he  says,  "is  that  they  n 
perspective,  patience  and  the  finan 
abilit>-  to  accept  greater  nsk  m  sea 
of  substantial  long  term  rewards.* 
The  fund  charges  a  load  that  st 
out  as  5.7S%  but  declines  to  zero 
purchases  iner  SI  million. 

Forhc.s  ■  September  2,  1 
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YOU  SEE  THE  TRUE  VALUE  OF 
OWNING  AN  AUDI. 


Audi 


When  it  comes  to  an 
^^^     automobile's  true  value, 
'e  is  always  a  bottom  line. 

Ours  IS  simple:  Overtime,  few, 
i/car  makers  will  ever  come  close 
nsuring  you're  m  as  much  control 
our  wallet  as  you  are  of  the  road. 
Witness  our  Audi  Advantage. 
In  addition  to  the  coverage  of 
comprehensive  limited  warranty, 
^  scheduled  maintenance  is  taken 
e  of  by  Audi  — brake  pads,  tune- 
;  Everything.  And  al 
oughout  the  first 

eif  ee  years  or 

i 
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50,000  miles  of  ownership.! 

Indeed,  Audi  is  setting  new 
standards  in  owner  protection:  No 

GOOD 

TAKE  CONTROL 


deductibles  No  unforeseen  costs.  And 
most  important,  no  surprises. 

You'll  also  benefit  from  24- 
hour  365-day  Roadside  Assistance.' 

And  the  option  of  choosing 
to  lease  with  Audi's  3-YearTest  Drive 
Program.  (Whether  you  buy  or  lease, 
you're  automatically  protected  by 
the  Audi  Advantage.) 

The  way  we  see  it,  our  owner 
protection  plan  is  simply  another 
way  Audi  lets  you 
take  control. 


See  your  dealer  for  details    *A  3-year  membership  in  the  United  States  Auto  Club  Motoring  Division.  Inc   01991  Audi  of  America 
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PLAN  YOUR  ESTATE  NOW  SO  IT  DOESN'T 
FALLTOO  FAR  FROM  THE  TREE. 
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If  you  thought  you  could  leave  the  task  of  estate 
planning  to  some  ume  in  the  distant  future,  diink  again. 
To  protea  more  of  your  assets  for  your  heirs  and  pay 
less  in  estate  taxes,  you  need  to  jump  into  it  right  now 

The  New  England  can  help  you  to  preserve  your 

estate  ]ust  the  way  you  want  it.  One  of  our  representa- 
tives will  work  with  you,  your  accountant,  and  your 
lawyer  to  reduce  your  estate  taxes  and  increase  your 
family's  financial  security  And  provide  you  with  the 


very  best  in  estate  planning  products -from 
Survivorship  Life  to  traditional,  universal,  and 
variable  life  insurance. 

For  our  free  and  informauve  brochure 
on  estate  planning,  call  1-800-662-2448. 
Ext.  228.  Because  in  order  to  protect  your 
future,  you  need  to  plant  the  seeds  today 
The  New  Engjand.  Your  Financial  Partner, 
Your  Financial  Future. 


B1H  The  New  England 

HH|b      Insurance  and  Investment 

Ihc  nan.c    Fhe  New  England'  and  the  monogram  air  rrgistcred  sctv«  marks 
di  New  England  Mutual  Life  Insurance  Company.  Boston.  Massachusetts 


FUND  SURVEY 


This  low-risk  commodity  fund  delivered 
a  satisfactory  12%  return.  And  what  did 
the  customers  do?  They  deserted  in  droves. 

Umrealisdc 
expectations 


By  Suzanne  L.  Oliver 

In  1989  Paul  Tudor  Jones  II,  the 
controversial  commodities  trader, 
was  hot.  Over  the  four  preceding 
calendar  years  he  had  delivered  a 
102%  compound  annual  return  (after 
fees)  to  his  clients.  So  when  Merrill 
Lynch  and  Jones  got  together  to  offer 
a  commodity  pool  to  the  public,  they 
stuck  the  Tudor  name  in  its  tide  and 
signed  up  over  7,000  investors.  Tu- 
dor Prime  Advisors  Fund  L.P.  took  in 
$87  million  in  its  initial  offering  and 


typical  commodity  pool. 

Yet  mass  redemptions  have  re- 
duced the  ftind's  assets  to  $46  mil- 
lion. The  buyers  were  disillusioned. 
The  performance  was  nothing  like  the 
100%  boasted  about  in  the  prospec- 
tus. Nor  does  it  come  close  to  the  48% 
annualized  return  over  the  past  28 
months  that  Paul  Tudor  Jones,  36, 
has  delivered  on  his  now  private  Tu- 
dor Futures  Fund,  which  is  closed  to 
new  investors. 


Paul  Tudor  Jones  II 
His  muKnadviser 
fund  disappointed 
investors 
expecting  100% 
returns. 


began  its  trading  on  Mar.  1 ,  1989. 

Results  since  then  have  not  been  so 
bad — a  compound  annual  12%.  This 
is  a  quite  satisfactory  return,  repre- 
senting, as  it  does,  performance  net  of 
the  considerable  trading  costs  built 
into  a  coinmoditA'  fund  like  this  one. 
The  average  public  commodity  fund, 
according  to  Mnutyjcii  Account  Re- 
ports in  New  York  C;it>',  has  eked  out  a 
return  of  just  4.6%  o\er  the  same 
period.  Moreover,  the  I'udor  fund 
delivered  its  gains  with  less  Nolatilitv 
than  that  of  the  stock  market  and  the 


Tudor  Prime's  shareholders  not 
only  didn't  get  rich,  they  didn't  get 
instant  gratification.  Returns  were 
slow  in  coming.  At  the  end  of  1 989  the 
fund's  net  asset  value  was  unchanged 
at  $100  a  share.  Despite  penalties  for 
crtrly  withdrawals,  shareholders  re- 
deemed $  1 8.6  million  \\  orth  of  shares 
that  year.  In  March  o{'  1990  the  re 
demption  charge  dropped  from  3%  to 
2%,  and  the  fund  suffered  its  largest 
monthly  share  redemptit^ns. 

li  was  a  classic  case  of  impatience 
leading  to  a  bad  investment  decision. 


Those  investors  who  pulled  out  c 
at  precisely  the  wrong  time.  As  1 1 
invasion  of  Kuwait  heated  u[ 
commodities  markets,  Tudor 
Advisors  picked  up  steam  and 
ered  a  ?6%  return  by  the  end  of  1 

This  year?  Tudor  Prime  Ad\is<j 
being  outpaced  by  the  stock  ma^ 
and  more  investors  have  headec 
the  exits.  As  of  June  30  the  hind', 
asset  value  per  share  was  down  3i 
while  the  S&P  500  was  up  14%.  Ir^ 
tors  have  withdrawn  another  S8 
lion    from    Tudor   Prime   AdNi.-! 
Commoditv'  investors,  it  seems, 
fairly  short  attention  spans.  Mucl 
short  for  their  own  good. 

Why  haven't  Merrill  L\Tich's  m-^ 
ly  small  investors  done  as  well  as 
big  rollers  in   Jones'  private   ft 
where  the  minimum  investment 
$25,000?  Jones  does  not  make  ai] 
Tudor  Prime's  trades.  He  man; 
only  a  portion  of  the  money,  farrr  I 
out  the  rest  to  other  trading  ad\  isj 
eight  initially.  Therefore,  Jones' 
dor  Futures  Fund  makes  much  V 
ger,  or  more  concentrated,  bets  tl 
the  Tudor  Prime  Advisors  Fund,  sc 
ing  bigger  returns  when  Jones  is  ri 
but  losing  more  when  he's  wTong 

The  trouble  with  the  polio*  (^'   r 
ting  the  money  is  that  in  the 
mtxlitA.-  business,  next  year's  uir 
list  w  on't  bear  any  resemblance 
year's.  Three  studies  ha\e  Ix'cn  m;! 
of  public  commcxlit>  ftmds  by  tinarl 
professors  Fdwin  Hlton  and  Mar 
Ciaiber  of  New  York  Uni\crsit>'  a 
loel  Rent/ler  of  Cit\-  University 
New  York.  The  studies  reported  tl 
public  commodities  hinds'  one-yt 
or  even  three  \  ear  returns  have  m, 
to  no  correlation  with  their  ftitti 


184 


Forbes  ■  September  2,  19 


^  JOURNEY  IS  ITS  OWN  REWARD. 
UT  WE'U  THROW  IN  A  FREE 
ICKET  ANYWAY. 


A  journey  to  Asia  is 
rewarding  in  and  of  itself. 
The  Far  East  is  a  land  of 
beauty  and  myster>'- 
not  to  mention  business 
opportunity. 

And  from  September  1 
until  December  15,  when  you 
fK'  Northwest  to  any  of  the 
business  centers  we  serve 
across  the  Pacific,  we'll  give 
you  a  free  ticket  to  any  of  the 
more  than  200  places  we  fK' 
in  the  continental  US.  and 
Canada. 

Or  ifyou  prefer,  well  gK'e 

you  a  free  upgrade  on  your 
next  flight  to  Asia.  Or  a  free 
two-night  WorldVacations'*' 
package-to  Hong  Kong, 
Bangkok,  Singapore  or 
Honolulu-on  your  next  trip. 
How  you  wish  to  be  rewarded 
is  up  to  you. 

lb  qualifv;  you  have  to  be 
a  WorldPerics*  member  Tb 
join,  call  1-800-447-4747,  or 
enroll  on  your  next  flight. 
Once  you've  completed  your 
qualif>ang  transpacific  flight 
during  the  designated  travel 
period,  you'll  automatically 
receive  a  postcard  in  the 
mail.  Indicate  your  choice  of 
reward  on  the  postcard  and 
then  mail  it  back  to  us.  It's 
that  simple. 

So  fl>'  Northwest  and  find 
out  why  some  journeys  are 
more  rewarding  than  others. 

Terms  and  Conditions:  Ytni  can  earn  one 
of  these  a-wards  wtu-n  using  i  purchased 
Northw^t  fare  to  fh  nwndmp  hewwn 
select  destinations  in  Asia  and  the  48 
contiguous  Inited Suies and (jinada  fnm 
9/1/91  to  lyiV^l  The  UU)()OmileN>nus, 
wlien  selected  as  a  reward,  will  appear  on  a 
future  mileage  summar>  Flights  betwwn 
the  IS  niainland  and  Hawaii  do  not 
qualify  for  this  offer  The  five  ticket  is 
earned  b>  amibining  yw  earned  actual 
mileage  with  a  UMMxi-mile  Nmus  The 
one-class  upgrade  is  \alid  until  lyiV^- 
on  am  puhlished  fan'  I  pgrade  us  not 
transfenhle  lUx)  night  stopow-r  package  to 
the  four  qualifying  atx-s  includes  half  da\ 
sighLstring  Kxir  (evdudi-s  Honolulu)  Nalid 
until  iyH/^)2  Suh^ect  to  i\ailahilit\  Sixtk- 
Nackoul  dates  nu>  apph  Offer  \^id  for 
Uoridftrks  nu-mhtTs  n-siding  in  the  -48 
rtMitiguous  I  nited  Sutl^  aixl  (jnada  onh 
lltstcanj  will  he  sent  within  four  to  si\ 

WTt*S  of  \\W  \IT.V\    V  rr»  NorthMM 


NORTHWEST  AIRLINES  (^ 


For  the  long  term, 
think  Growth. 


If  you  had  invested  $10,000  in 
Twentieth  Century's  Growth 
Investors  fund  in  1976,  your 
investment  today  would  be 
worth  $200,281!  For  more 
complete  information  about 
Twentieth  Century's  no-load 
mutual  funds,  including 
charges  and  expenses,  call 
for  a  prospectus. 

A  $10,000  investment 
on  June  30.  1976 


TvvKNTitTH  Century 

Growth  Investors  Find 

Total  value  on  June  30, 1991  -$200,281  ^ 

Averse 

Annual  Total  Rf^fiim            Im^ 

lYear 

4.0%                    J       ^1 

5  Years 

11.7%                  ii  iJ^H 

10  Years 

13.4%               A^^^^^^H 

15  Years 

22.1%          ^^^^^^^ 

Assumes  reinvestment  of  all  distributions. 


Call  toll-free: 

1-800-345-2021  ext.433 

Data  quoted  represents  past  performance.  Investment  return 
and  principal  value  will  fluctuate  and  redemption  value  may 
be  more  or  less  than  original  cost.  Please  read  the  prospectus 
carefully  before  investing. 


^mm^ 


MUTUAL     FUNDS 


P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


No-Load  Family  of  Funds 


>  1991  Twentieth  Century  Servicfs,  Inc. 


FIDELITY  MAGELLAN  FUND 


The  Record  No  Otiier 
Fund  Can  Mateh 


Magellan:  #1  Performer  for  15  Years* 

Magellan  searches  for  long-term  grow  th  in  the 
stock  of  any  ty  pe  of  compiiny-kirge  and  small,  at 
home  or  abroad.  It's  a  fundamental  approach  that 
means  getting  to  know  the  comp:inies  we  invest  in 
personally.  And  its  an  approach  that  h;Ls  helped  make 
Fidelity  Magellan  the  best  performing  stock  fund 
in  the  nation  for  the  15-year  period  ended 
6/30/91.  As  w  ith  an\  slock  in\estment.  share  price 
and  return  will  vary 

•  \ccoriliiii;  lo  Lipper  Anal\  iical  Ser\  ices.  Magellan  ranked  #  1  oui  ot 
5W).  #  I  out  of  ^^.>.  #'h  dui  of  i),>i).  and  #2l(i  oui  of  I —  funds  for  the 
!■>.  10.  S.  and  1  u'ariHri<HlM-ndfd()/.>(V*)l.  respetineK  (porifolio manager chanijedh  I  ^V)) 


Why  Choose  Fidelity 

For  Stock  Market 

Investing? 

•  Managing  over  $45 
billion  in  equity  assets. 

•  Our  analysts  and  port- 
folio managers  contact 
over  6,000  companies 
annually. 

•  Over  40  >cars  of  stock 
market  e.vperience. 


1-800-544-8888    24  hours 


Fidelity  i\1;U{ellan  Fund.  For  more  con\pleii'  ml^munon  incliidint;  nianaiionieiii  fee>  and 
ilie  fund  s  Vo  ^a^e^  tluri{e  and  f\penM>.  plexH-  call  or  w  nu-  for  a  far  pn>s[Ht.iu>  Read  i(  caretulh 
tHfoivuHiMUoMorNendnioneN  Fidditv  DtMnbuiors Corporation  iCeoeral  DMrihuiion  V^eni)  PO 
Box  M^M)S.  Dailis.  T\  "S.>(><i.(H>(t.< 


FideNiy 


Invesimenis' 

CODE  FORB.MAG'090291 


performance.  Jones  may  t)€  an  c 
tdon    to    this    rule — Tudor   Fi| 
Fund  has  been  a  winner  in  com 
itdes  for  most  of  the  past  seven  yc  | 
but  he  has  had  a  hard  time  fii, 
other  advisers  with  similar  skills.! 

All  eight  of  the  original 
advisers  either  have  been  fired  or 
resigned.    One   departed   ad\ 
Jones'  own  Tudor  Systems 
which  followed  a  technical 
system  developed  by  its  then  28- 
old  president,  Peter  Borish.  Tht 
tem  had  a  mere  month  of  perfor 
history  reported  in  the  prospect 
the  Tudor  Prime  Advisors.  No  mi 
Jones  allocated  $9  million  to  T| 
Systems.  But  the  unseasoned  cor 
er  model  proved  too  volatile, 
Borish  decided  to  withdraw  T^ 
Systems  from  the  fund  in  1990. 

High  costs  certainly  reduced 
formance,  too.  While  Merrill  L\j 
didn't  charge  a  sales  commissio| 
compensate  brokers  selling  the 
it  earned  hefty  brokerage  comj 
sions  for  executing  the  fijnd's 
and  sell  orders.  Merrill  got  1.251 
assets  per  month  to  cover  brokei 
commissions  and  in  turn  paid  J(| 
40%  of  its  commission  take  fori 
work  hiring  and  firing  subadvis 
The  Merrill  commission  rate  was  I 
last  year  to  1%  a  month.  Still, 
adds  up  to  11 .3%  a  year.  So  far 
rill  Lynch  has  collected  $22  mill 
in  trading  commissions,  pasj^ 
along  $8  million  to  Jones. 

But  there  is  more:  Commo«| 
trading  ad\isers  get  incentive  fee:j 
an  adviser  is  successful,  he  keeps 
of  his  gains.  Meanwhile  other  advij 
could  be  losing  money,  and  they  cJ 
in  nothing.  Thus,  it  is  quite  possij 
for  the  fund  to  be  paying  out 
incentive  fees  at  a  time  when 
advisers  as  a  group  are  just  tread  I 
water.  That's  exactly  what  happcil 
to  Tudor  Prime  Ad\"ist>rs  in  the  f 
quarter  of  this  \ear.  The  fund  a 
whole  was  off  4.9%,  betbrc  tradi 
fees  due  to  advisers,  but  still  ov 
$240,598  to  the  ad\-iscrs  that  w 
making  money. 

Chances  arc  that  a  \o\  of  the  dis; 
pt>inted  investors  wht>  first  rushed 
then  aished  out,  hadn't  thoug 
about  all  these  pitfalls.  If  they  h; 
they  might  ni>i  have  been  turned  < 
by  12% — which  is  pretty  darn  goc 
considering.  | 
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IT. K* CiOV  KKXMK> X 


He's  a  living  legend.  Maybe  the  greatest 
quarterback  of  all  time. 

But  even  famous  people  like  to  team  up  with 
successful  investment  professionals. 

Like  Franklin.  A  leader  in  innovative  mutual 
funds.  For  example,  the  Franklin  U.S. 
Government  Securities  Fund.  It  aims  for  high 
current  income  and  a  high  degree  of  credit  safety." 

1-800-DlAL  JOE,  Ext.793 

•Individual  stH-urities  owned  by  tl>e  fund,  hut  not  shares  of  the  ftind, 
are  guaranteed  by  the  U.S.  government. 
This  advertisement  is  a  paid  endorstMuenl. 


I  would  like  a  free  prospectus  on  the  Franklin  U.S.  Ckjvemnjeiit 

S.-ci.rities  Fund,  eontiiining  more  c>omplete  infom.ation.  including 

charges  and  exp-n.ses.   I  will  read  it  earefully  Ix-fon-  1  invest  or  s«-nd 

money. 

I  am  currently  a  Franklin  shareholder. 


Name 


Address 


City/State/Zip 


I 


FRANKLIN      DISTRIBUTORS,      iNC 

777  Mariners  Island  Blvd. 
San  Matc-o.  CA  94^104-1.58.5 

Mttnhcr  $5()  Billion  Franklin  Cnmp  of  Funds 


K()B9I 
793 


FUND  SURUEY 


Financial  sector  funds  took  a  harsh  beating  the  last  few 
years.  Philip  Dubuque's  Financial  Services  portfolio 
escaped  that  fate  by  stretching  the  definition  a  little. 

Sitting  this 
one  out 


By  Roula  Khalaf 

If  you  put  your  money  in  financial 
services  in  the  last  few  years,  chances 
are  you're  still  licking  your  wounds. 
The  1987  market  crash  was  just  a 
warmup  for  the  real  estate  crash  that  is 
killing  so  many  banks,  thrifts  and  now 
insurance  companies. 

But  in  a  terrible  market,  some  in- 
vestors did  much  better  than  average, 
and  one  of  them  is  Philip  Dubuque, 
29,  manager  of  Invesco's  Financial 
Strategic- Financial  Services  portfolio. 
Financial  Strategic's  performance  was 
as  feeble  as  the  others  on  our  list  until 
Dubuque  took  over.  Since  then,  he 
has  proved  that  a  sector  fijnd  doesn't 
have  to  behave  like  its  sector. 

Here's  the  score:  According  to 
Morningstar,  the  Chicago  fiand-rat- 
ing  company,  financial  services  fijnds 
lost  16%  on  average  in  1990,  while 
Dubuque's  was  oflfonly  7%.  By  con- 
trast. Fidelity's  financial  services  fiind, 
which  steadfastly  hung  on  to  stocks 


like  Manufacturers  Hanover,  was 
down  a  devastating  24%  last  year. 

In  the  first  half  of  this  year  financial 
services  fiinds  were  up  an  average 
29%;  Financial  Strategic  was  up  34%. 

Dubuque  has  managed  the  fiind 
since  March  1990  after  working  as  a 
financial  services  analyst  for  four  years 
with  banks  in  St.  Louis  and  Chicago. 
He  worked  out  a  novel  approach  to 
the  industry:  If  you  can't  find  sound 
companies  in  financial  services,  sneak 
out  of  the  mainstream  and  into  the 
fringes.  As  bank  stocks  bottomed  in 
October  of  1990,  Dubuque's  ftind 
was  only  17%  in  banks.  The  rest  was  in 
a  vaguely  financial  melange  ranging 
from  computer  software  to  health 
care  management.  It  included: 
Keane,  a  custom  sofirware  provider  to 
hospitals  and  financial  scr\'icc  compa- 
nies; Equifax,  which  sells  credit  re- 
ports; Preferred  Health  Care,  provid- 
er of  mental  health  care  management 


Financial  services  funds 


Fund 


Financial  Strategic-Financial  Svcs 
Freedom  Inv-Regional  Bank 
Century  Shares  Trust 

PaineWebber  Regional  Financial 
Fidelity  Select  Regional  Banks 
Fidelity  Select  Financial  Svcs 

b:  Includes  back-end  load  that  reverts  to  distributor. 


Manager  (years) 

Assets 

5-year 

Maximum    Annual 

($mil) 

return 

sales      expenses 

(annual- 

charge   per  $100 

ized) 

Philip  Dubuque  (1) 

$41 

10.1% 

none         $1.28 

James  Schmidt  (6) 

51 

7.8 

3.00%b      2.07 

Allan  W  Fulkerson  (15) 

147 

7.8 

none           103 

Karen  Finkel 

43 

66 

450           167 

Steve  Binder  (I) 

29 

64 

300          251 

Bruce  Herring 

39 

-1.0 

300          2.49 

Hnancial  services  funds  are  on  the  rebound,  after  having  been  beaten  for 
years.  Financial  Strategic  leads  the  group  in  ftve-year  performance.  It's 
also  cheap,  with  relatively  low  annual  expenses  and  no  sales  load. 


to   insurers;   Cash   America 
ments,   a  pawnshop  operator; 
Block;  and  Union  Corp,  a  colic 
agency.  When  attractive  cane 
dried    up,    Dubuque    simply    K' 
cash — up  to  45%  at  one  point 
year.  Thus  were  his  investors  sparec  I 
the  1990  massacre  of  bank  stocks, 

"These  companies  are  not  the  [ 
ones,  but  they're  financial  compa 
in  one  way  or  another,"  asserts 
buque.  "If  there's  distress  in  thcj 
dustry,  there's  always  someone 
going  to  benefit.  The  collection  co 
panics,  for  example,  did."  Most  ot 
"quasi-financial"  stocks  were  citlJ 
up  or  flat  in  1990.  Bank  stocks  wt] 
off  an  average  30%. 

Last  November,  however,  Dj 
buque  decided  that  the  badly  beat  | 
banks  were  finally  due  for  a  reboi 
and  started  moving  out  of  the  cc 
puter  and  health  care  managemc 
stocks  and  back  into  banks.  His  favc 
ites  are  nbd  Bancorp  in  Detroit,) 
busy  buyer  of  smaller  banks;  Pit 
burgh's  PNC  Financial,  in  which  Dl 
buque  sees  tremendous  earnings  mj 
mentum;  and  Cleveland's  Amerit 
Corp.,  now  in  merger  talks. 

Dubuque  also  has  a  good  portic 
of  his  fijnd  in  Fannie  Mae,  Fredc 
Mac  and  Sallie  Mae.  Says  he:  "Thcy'J 
monopolies  or  oligopolies,  and  ther 
fore  I  don't  see  a  whole  lot  of  risk 
margins  deteriorating." 

He  is  still  cool  to  big  New  Y( 
banks.  "The  rcgionals  are  where 
action  is,"  he  says.  "We'll  continue 
see  a  lot  more  mergers  and,  moi< 
importantly,  we're  going  to  have 
national  interstate  banking  bill  in 
next    three    years.  .  .  .     Nlidwcstcr^ 
banks  didn't   have   the  excess   loj 
growth.  They  tend  to  have  bettcj 
management,    and    they've    alreac 
gone  through  st>me\\  hat  of  a  rec< 
sion  on  the  industrial  side." 

All  this  switching,  of  course,  has' 
price.  Dubuque's  turnover  rate  was 
staggering  500%  last  year.  "Bank  .ui 
insurance  sUKks  tend  to  move  quick , 
ly,"  he  says.  "If  1  make  gixxi  money,  i 
don't  mind  moving  i>n  to  somethin 
that  has  a  Ivtter  risk/reward."  Fc\et| 
ish  trading  can  hurt  a  fund,  by  run 
ning  up  trans.ictit>n  ctxsts  (bn>kcng 
fees  and  marketmakers'  spreads),  l^hi 
buque,  however,  seems  to  have  mad 
up  for  these  costs  by  trading  his  wa 
around  a  lot  of  jxnholcs.  ■ 
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RDOMS  TWD  BUSINESS  DEAIS. 

TWICE  THE  PRDDUcnvrrY 


^    ^ti 


ME^\SSY  SUITB:  TWICE  THE  HOTEL 


> 

TWICE  THE  ROOM.  A  lar^ 
private  bedroom.  A  separate 
spacious  living  room  with  a 
well-lit  work  area  perfect  for 
small  meeting.  Each  suite 
also  has  two  tdephones,  a  wet 
bar  with  refti^rator,  coffee 
maker  and  microwave.  Plus 
computer  modem  hookup 
and  two  TVs. 

For  people  who  travel  a  TWICE  THE  VALUE  A  free, 

[)t  on  business,  there  is  no  cooked-to-order  breakfast  is 

letter  partner  than  Embassy  served  each  morning.  Two 

fuites  hotels.  hours  of  complimentary 


beverages^  each  evening 
Both  sure  to  help  keep  your 
expense  report  in  line. 

Next  time  you  need  a  hotel 
room,  Think  TwicerThen  call 
your  travel  agent  or  Twice 
TheHoteTl-SOO-EMBASSY 


oked-to-order  breakfast. 


EMBASSY 
SUITES" 

lnCjn«l«.crfl-a00-4»-M48  taMnooaal«-«00-J6a-277» 
Ha-MLCrf  l-aO(KX>2'MMJl 


iibv!aB  OK  ntd  local  bin  GARFIEU):  C1978  UnHcd  frauR  SyndicMC  Inc 
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Charles  Albers,  a  five-timer  on  the 
honor  roll,  combines  two  approaches 
to  investing.  The  combination 
has  served  him  well. 

Momentum- 
and  value 


By  Suzanne  L.  Oliver 

Charles  Albers,  50,  is  a  methodical 
man.  He  runs  4  miles  three  times  a 
week — always  on  Saturday,  Sunday 
and  one  weekday — and  he  double- 
ties  his  shoelaces.  He  also  manages 
the  $275  million  Guardian  Park  Ave- 
nue Fund  with  the  assis- 
tance of  a  mechanical  stock- 
scoring  system.  "It's  practi- 
cal," he  says. 

Albers  began  experi- 
menting with  stock-scoring 
systems  while  working  as  an 
analyst  for  the  Value  Line 
Investment  Survey  in  New 
York  City.  He  developed 
his  current  system  after 
joining  Guardian  in  1971. 
His  approach  has  served 
Guardian  Park  Avenue 
shareholders  well.  Since  the 
fund  began  in  1972  with 
Albers  at  the  helm,  it  has 
achieved  a  15.2%  average 
annual  return,  compared 
with  1 1 .7%  for  the  S&P  500. 
The  consistency  of  Albers' 
performance,  and  the  rela- 
tively low  risk  in  the  fund  (it 
gets  a  B  in  down  markets), 
put  him  on  tlic  Forbes 
honor  roll  for  the  fifth  time  this  year. 

Docs  Albers  always  win."  Hardly.  In 
1989  and  1990  he  badly  underper- 
formcd  the  market  with  an  8.6%  two- 
year  return,  compared  with  the  s&p 
500's  27.5%.  But  this  year  he  has 
shone  like  gold.  The  same  factor  that 
held  him  back  in  1989  and  1990 
propelled  him  into  the  vanguard  this 
year:  small  company  stocks. 

Albers'  system  scores  a  stock  pri- 


marily on  three  measures  of  "m.omen- 
tum":  dividends,  stock  price  and 
earnings.  If  a  stock's  growth  in  these 
three  categories  outperforms  its  in- 
dustry or  the  market,  Albers  takes  a 
second  look.  The  Albers  system  also 


estimates  of  profits  and  dividend 
go  into  them. 

In  1986  the  system  was  givin 
stocks  of  large  companies  low  st 
Their  prices,  earnings  and  divic 
were  growing  nicely,  but  as  the 
ket  rose  they  were  falling  down  ( 
three  value  scores. 

So,  with  the  new  money  thai 
rapidly  coming  into  the  fijnd  a 
end  of  1986,  Albers  bought 
stocks  such  as  the  petroleum  re 
Holly  Corp.,  American  Software 
the   microcomputer  maker  Tel 
Albers  was  too  early.  Except  for  a 
resurgence  in  1988,  small  stocks 
tinned  to  be  the  market's  ploddc 
This   Januarv'   small   stocks  c 
back  with  a  vengeance.  So  did 
Guardian  Park  Avenue  Fund,  whi 
up  23.4%  through  July,  versus  1* 
for  the  S&P  500.  Among  its  winm 
Surgical  Care  Affiliates,  a  chaii 
outpatient    surger>'    centers,    wl 
stock  has  quadrupled  since  Jant 
to  44 Vi.  Albers,  who  be 
buNing  the  shares  in  Fcl 
ar\'  1990,  has  an  avci 
cost  of  $9  a  share. 

"We  think  our  under 
formance  is  behind  i 
says  Albers.  But  he's 
waiting  for  another  oH' 
his  strategies  to  pay 
Over  the  past  rv\o  years 
bers  has  cut  back  his  he 


Charles  Albers  of  Guardian  Park  Avenue  Fund 

Small  stocks  were  his  downfall  and  his  salvation. 


throws  in  three  measures  of  underly 
ing  value:  the  ratio  of  price  to  book 
xaUie  and  the  ratio  of  price  to  two 
different  present-value  figures.  One 
of  these  figures  is  the  discounted  pres 
ent  value  of  cash  flows,  cash  flow 
being  defined  as  net  income  with 
depreciation  added  back.  The  other  is 
the  discounted  present  value  of  all 
future  dividends.  Oi  course,  these 
valuations  are  only  as  g(H)d  as  the 


mgs   m   consumer  sto- 
selling  out  of  1980s  sta 
outs  like  Sotheby's,  N 
Outboard  Marine  and 
Beers  Consolidated  Mil 
\Vhy.^  For  one,  the  indc 
consumer  gcxxis  stcxks 
reached  an  all  time  high 
ative  to  the  S&P  500.  On 
measurement    sN-stem 
consumer     standbN's     I 
McDonald's,       Wal-M: 
Limited  and  Gillette  h; 
some  of  the  worst  scores 
the  850  stcK'ks  Albers  currently  t 
lows.   So  Albers  sold   many  of 
stcxks  in  that  sector — tcxi  early,  a: 
turns  out.  He  is  waiting  to  be  \illi 
cated  there. 

Meanwhile,  the  small  sttxks  in< 
bers'  portfolio  are  chalking  up  9i 
stantial  gains.  The  hmd's  position 
S260  million  ^  revenues)  Clayl 
Homes  is  up  alnu>st  100%.  Albl 
expects  this  manufacturer  of  mcdiill 
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Nothing. 


That's  exactly  what  you'll  pay  to  repair  a  Mazda  long  after  you'd  start  paying  sub- 
stantial amounts  to  repair  a  Chevy,  Ford  or  Plymouth.  That's  because  every  Mazda 
sedan,  sports  coupe,  minivan  and  truck  comes  standard  with  our  no-deductible, 
36-month/50,000-mile,  "bumper-to-bumper"  warranty.  Combine  the  savings 
from  the  Mazda  warranty  with  our  well  established  high  resale  value,  and  you  end 
up  with  a  fleet  operator's  dream:  low  lifecycle  costs.  To  get  complete  information 
about  Mazda  cars  and  trucks,  and  their  unbeatable  warranty,  call  our  National 
Fleet  Sales  Office  at  (714)  727-6453.  They'll  be  glad  to  tell  you  all  about  nothing. 


ItJust  Feels  Right; 


O  1991  Mazda  Motiw  cH  America.  Inc. 


ra 


FUND  SURVEY 


trouble  with  successful  small-company  stock 
ters  is  that  they  get  shoved  into  a  large-company 
3.  Can  the  Ariel  funds'  John  Rogers  escape  this  fate? 

list  saying  no 


Lichard  Phalon 

HE  GROWING  LIST  of  money  man- 
who  got  too  successful  investing 
all-company  stocks,  add  John 
.ogcrs  Jr.,  founder  and  president 
e  Chicago- based  Ariel  Capital 
agement  Co.  So  much  new  mon- 
been  flooding  into  the  firm  that 
an't  really  be  a  specialist  in  small- 
pany  stocks  anymore.  Mindful  of 
pressures  on  him,  Rogers  has  de- 
d  to  slam  the  hatches — closing 
larger  of  the  two  mutual  fiinds  he 

fses,  Calvert-Ariel  Growth  Fund, 
ew  customers.  He  is  also  threaten- 
to  close  a  newer  fijnd,  Calvert- 
:1  Appreciation  Fund,  and  is  refiis- 
new  pension  accounts.  "We  can't 
;  on  any  more  new  cash  and  still 


preserve  our  focus,"  he  says. 

Are  Rogers'  actions  too  late?  Rog- 
ers has  already  allowed  big  money  to 
distort  his  objectives.  Here's  the 
problem: 

Ariel,  named  after  the  fleet  (and 
nearly  extinct)  mountain  gazelle,  is 
running  $1.4  billion,  a  sum  that  can- 
not leap  gracefijlly  in  and  out  of  the 
shares  of  little  companies.  As  recently 
as  five  years  ago,  with  only  $45  mil- 
lion under  management,  Rogers 
could  describe  his  mission  as  primarily 
a  hunt  for  lesser- known  companies 
with  revenues  in  the  $100  million  to 
$200  million  range,  and  selling  for 
ten  times  earnings  or  less. 

It  worked:  Since  inception  in  1986, 


Ariel  Growth  is  up  a  compound  annu- 
al 15.7%,  putting  it  fourth  among  50 
small-company  funds  in  Lipper  Ana- 
lytical Services'  rankings. 

Rogers  established  himself  with 
good  gains  in  such  over-the-counter 
stocks  as  Liqui-Box  Corp.,  Century 
Papers,  Waverly  Press  and  Pearle 
Health  Services.  All  these  have  market 
capitalizations  below  $200  million.  A 
$45  million  manager  could  put  5%  of 
his  money  in  one  of  these  small  com- 
panies without  disturbing  the  price  or 
ending  up  with  an  unwieldy  percent- 
age ownership  of  the  target  company. 

A  $1.4  billion  manager  can  do 
nothing  of  the  sort.  He  must  either 
scatter  the  portfolio  among  hundreds 
of  companies,  with  each  winner  hav- 
ing only  a  tiny  impact  on  results,  or 
confine  his  attention  to  bigger  fish. 

Rogers  has  taken  a  course  some- 
where down  the  middle.  Ariel  Capital 
still  has  pieces  of  small  companies  in 
which  it  has  handsome  profits:  San- 
ford  Corp.,  Topps  and  McCormick  & 
Co.,  all  bought  at  comparatively 
modest  multiples  several  years  ago. 
But  9  of  the  firm's  15  biggest  hold- 
ings are  Big  Board  stocks  with  such 
recognizable  names  as  Clorox,  Flem- 


SteinRoe  Managed  Municipals 
Outperformed  91  Tax-fr^eJFunds  Last  Year 


\ccording  to  Lipper  Analytical  ending  6/30/91-         |  j^t^  fu 

rvices,  Inc.,  SteinRoe  Managed  years,  the  Funds^^^^^  3^  j^ 

Linicipals  surpassed  91  of  the  106  better  than  33 

leral  municipal  bond  funds  for  in  its  categ^Hj^ 

al  return  over  the  1-year  period  \  Manage' 

Ve  interrupt  your 
eading  to  bring  you  a 
pedal  message  about 
jgher  returns  and 
:)wer  taxes. 

btal  return  performance  includes  changes 
share  price  and  reinvestment  of  income 
ti  capital  gain  distributions.  Past  per- 
Tnance  is  no  guarantee  of  future  results. 
i;irc  price  and  investment  return  will  vary, 
vou  may  have  a  gain  or  loss  when  you 
1  shares.  Capital  gains  are  subject  to  state, 
m1  and  federal  taxes;  income  may  be 
I'lect  to  state  and  local  taxes,  and  federal 
K-mative  Minimum  Tax  As  of  6/30/9], 
:  Fund's  5-year  ranking  was  13  out  of  63 
I  ids  according  to  Lipper. 

'aity  Securities  Corporation,  Distributor 


inds 


for  investors  seeking  high  levels  of 
tax-free  income*  Capitalizing  on  the 
complexities  of  the  municipal 
market  is  the  key  to  the  Fund's 
/  performance  record. 


8.92%        9.22%  8.57%       12.80% 

1-yr.  3-yr.  5-yr.  10-yr. 

SteinRoe  Managed  Municipals 
Average  Annual  Total  Returns  through  6/30/91 


FREE 
Investment 
Strategy  Guide 

Rease  send  me  a  FREE  Investment 
Strategy  Guide  along  with  a  prospectus 
containing  more  complete  information  on 
SteinRoe  Managed  Municipals  I  will  read  it 
carefully  t)efore  I  invest  or  send  money 

I 

Name 

Address 


I    City 


ff> 


STEIN  ROE 

Mutual  Funds 

P.O.  Box  1143  •  Chicag[>.  IL  60690 


State  Zip 

Call  24  hours 

1  800  338-2550 

StcinRcx"  Mutual  I  1143 

Chicajji>,  IL  (>  ' 
007M02  AD9123800009e8 


.J 


FUND  SURVEY 


i 


{i'lti 
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Best  Buys:  small-company  funds 


Fund/distributor 


Nicholas  ll/Nicholas 
Sit  New  Beginning  Growth  Fund/Sit 
Pennsylvania  Mutual  Fund/Penn  Mutual 
Selected  Special  Shares/Kemper  Sees 

Scudder  Development  Fund/Scudder 
Janus  Venture  Fund/Janus 
Babson  Enterprise  Fund/Jones  &  Babson 
T  Rowe  Price  New  Horizons  Fund/Price 

'Average  tenure  of  managers,  with  ten  years  maximum  credit  for  each, 
sponsor.    Italicized  expense  indicates  12b-l. 


5-year 

Risk 

Manager  (years) 

Annual 

Maximum 

Asse 

total  return 

level 

expenses 

sales 

6/30, 

annualized 

per $100 
$0.72 

charge 
none 

($m 

10.1 

low 

Albert  0  Nicholas  (7) 

$45 

11.4 

average 

Douglas  C  Jones  (9) 

1.10 

none 

17 

8.5 

very  low 

Charles  M  Royce  (18) 

0.94 

rwne§ 

70 

9.7 

average 

Ronald  W  Ball  (4) 

1.26 

none 

[ 

8.4 

high 

Multiple  managers  (3)' 

1.36 

none 

47 

14.0 

low 

James  P  Craig  III  (6) 

1.08p 

none 

74 

75 

average 

Peter  Schliemann  (6) 

1.22 

none 

11 

4.9 

high 

John  H  Laporte  (4) 

0.90 

none 

1,19 

§Distributor  may  impose  redemption  fee,  which  proceeds  revert  to  the  fund,    p:  Net  of  absorption  of  expenses  by 


These  are  ranked  in  descending  order  on  a  score 

that  rewards  funds  for  good  performance  and  for  low  costs 

(sales  load  and  annual  expense  rate). 


ing  Cos.  and  Omnicom  Group. 

The  new  money  pushed  Rogers  not 
only  into  bigger  companies  but  also 
into  taking  big  stakes:  4%  of  Clorox, 
6%  of  Omnicom,  12%  of  First  Brands 
(Glad  Bags,  Prestone)  and  12%  of 
Handleman  (a  rack  distributor  of  vid- 
eo- and  audiocassettes).  Rogers  ar- 
gues there  has  been  no  real  change  in 
his  investment  style.  "The  emphasis 
has  always  been  on  lesser  known  com- 
panies," he  says. 

The  dilemmas  of  growth  have 
plagued  other  small-cap  managers, 
but  they  pursued  Rogers,  33,  with 
extraordinary  speed.  When  he  set  up 
Ariel  in  1983,  two  and  a  half  years  out 
of  Princeton  and  a  stock- 
brokering  stint  with  Wil- 
liam Blair  &  Co.,  Rogers 
had  in  hand  exactly  one 
major  outside  account — 
$100,000  worth  of  How- 
ard University  endowment 
money. 

Today  Ariel  gets  business 
from  the  funds  (distributed 
by  C^alvcrt  Group,  best 
known  for  its  "socially 
conscious"  investing)  and 
from  50  big  clients  ranging 
from  Rcxlon  and  the  Dis 
trict  of  Cx)lumbia  to  the 
United  Negro  ('ollegc 
Hinid.  Ihese  probably  gen 
eratc  $6  million  a  year  in 
management  fees. 

(  '.111  .\riil  do  .IS  well  w  itii 


Stocks  like  Clorox  as  it  did  with  Liqui- 
Box?  That  remains  to  be  seen.  So  far 
this  year,  Rogers  says,  all  his  funds  and 
private-label  clients  are  up  20%  or 
more,  well  ahead  of  the  15%  gain  for 
the  market  as  a  whole.  But  over  the 
past  12  months  Ariel  GrowiJi  has 
merely  treaded  water,  with  a  0.5% 
return  (to  the  market's  7.4%),  while 
Ariel  Appreciation  is  up  a  modest  9%. 
Rogers  says  he  intends  to  close  the 
latter,  which  now  has  $56  million  in 
assets,  at  a  somewhat  higher  level  than 
the  $200  million  at  which  the  growth 
flind  was  closed. 

Rogers  may  change  his  mind  at 
some  point.  Other  managers  awash  in 


Money  manager  John  W.  Rogers  Jr. 

Will  he  do  as  well  with  Clorox  as  he  did  with  Uqui^ox? 


L 


new  money  have  closed  and  reopc 
the   spigot  from   time   to  time, 
cloned  a  new  fund  to  absorb 
overflow.  The  Janus  Fund,  for 
stance,  got  famous  for  its  success  \ 
smaller  companies,  but  now  has  2 
billion  to  manage — most  of  itJ 
course,  invested  on  the  New  \ 
Stock    Exchange.    Janus'    opera 
broke  out  a  new  fiind,  Janus  Vent 
as  a  vehicle  for  the  smaller  compar 
but  that  fiind  did  so  well  it  has  p. 
up  $920  million  in  assets.  It  co 
out  sixth  in  our  Best  Buys  rank 
above.  (Tables  in  this  sur\ey  s\ 
assets  as  of  June  30 — lower  in  n. 
cases  than  current  figures.)  Now 
managers  of  Janus  Venf 
sa\'  the\-  will  close  the  h 
to  new  money  at  the  en 
September. 

Rogers     seems     simJ 
about    closing   his   do  J 
"Wc'nc  gm  only  about  K 
stcKks  overall  in  the  por 
lio,"  he  says.  "I  can't  h 
die  more  money  and 
consistent    results.    Th 
are    i>nK    si>    many   gt 
ideas." 

Kvcrvlxxly  should  h 
such  pri>blcms.  As  Roj 
himself  notes,  being  om 
the  few  minority-  owT 
management  firms  aroi 
has  helped  Ariel  land  si 
accounts  as  the  Chic 
.\nd  I  OS  .\nuclcs  cirv  ( 
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;s  retirement  funds.  Good  con- 
ins  haven't  hurt,  either.  Rogers' 
|L-r,    Jewel    Lafontant-Mankar- 
a  part-owner  of  Ariel,  was  a 
[•  partner  in  a  Chicago  law  firm 
being  named  ^ambassador-at- 
nd  U.S.  coordinator  for  refij- 
Fairs  by  President  Bush  in  Feb- 
1989.  At  least  two  of  the  seven 
|)rations  on  whose  boards  she  sat 
|e  her  appointment  (Revlon  and 
Corp.)  are  on  Ariel's  list  of 
is. 
connections  only  go  so  far;  in 
nd    the    only   credential    that 
ts  is  compound  annual  return, 
hat  reason,  Rogers'  self-imposed 
raint  on  growth  could  be  a  good 
term  investment, 
•rom  now  on,  it's  going  to  be  a 
jsimple  story,"  says  Rogers.  "Our 
itc  clients  can  judge  us  by  just  one 
^ — growth  of  assets." 
)|);ic  Best  Buy  table  {opposite)  ranks 
1  company  funds  according  to  a 
lula  that  gives  equal  weight  to 
adjusted  performance   and   low 
1  |s.  Ariel  Appreciation  is  too  young 
(  nake  the  list.  Ironically,  by  the 


Tired  of  Japanese  stocks  trading  at  36  times  earnings? 
Try  Latin  American  stocks  at  13  times.  Risky?  Yes,  but 
getting  in  early  is  always  risky. 


Southern 
exposure 


{:  it  does  qualify,  it  may  be  closed 
|Cvv  money.  IH 


By  Suzanne  L.  Oliver 

If  you  missed  the  near  70%  runup 
(64%  to  U.S.  dollar  investors)  in  the 
Mexican  stock  market  through  June 
of  this  year,  you  may  be  wondering:  Is 
it  too  late  to  put  some  money  in  the 
Bolsa  Mexicana  de  Valores? 

"No,"  argues  Oscar  Castro,  port- 
folio manager  in  the  Latin  American 
investment  group  at  G.T.  Capital,  a 
money  management  firm  in  San  Fran- 
cisco. "There  is  the  [eventual]  poten- 
tial in  Latin  America  for  too  much 
capital  to  be  chasing  too  few  stocks. 
But  we  are  far  from  that  now." 


Castro  says  that  while  demand  for 
Mexican  stocks  is  rising,  so  is  supply: 
"As  the  valuations  of  the  pubhcly 
traded  Latin  American  stocks  go  up, 
more  companies  offer  shares  in  the 
stock  market." 

Indeed  there  seems  to  be  ample 
room  for  Latin  American  stock  mar- 
kets to  grow.  The  total  market  capital- 
ization of  the  companies  listed  on  the 
Mexican  stock  exchange  is  worth  only 
a  third  of  Mexico's  gross  national 
product.  Brazil  has  listed  stocks  worth 
a  combined  $42  billion.  That's  onlv 


ejnRoe  Special  Fund: 
jdmber  1  Over  Long  Run 

Since  Special  Fund  started  on  5/22/68, 
las  increased  in  value  by  1,768.37%  as 

6/30/91.  That  means  an  original 
vestment  of  $10,000  was  worth 
86,837  before  taxes,  assuming  all  dis- 


tributions were  reinvested. 

This  outstanding  performance  ranked 
Special  Fund  #1  among  all  funds  in  its 
category  for  total  retum  for  the  20  years 
ended  6/30/9  L* 

Special  Fund  has  been  successful  at 
finding  undervalued,  under-followed  se- 
curities. The  Fund  seeks  stocks  that  are 


oonsidensdtobav^^^.^    jbb  risk  in  light  of 
their  opportunities ^^cap-  j/jg  tal  growth  The 

^'^Odger,  who 
^^^  of  invest- 
rtook"^ver  3/5/91. 


Fund's  cunoit^^ 
has  more  than  ^^i 
mentexperieo^ 

Rind,  you  ^ 


s& 


Ve  interrupt  your  reading  to  bring  you 
special  message  about  your  future. 

n  investment  of  $10,000  in  the  SteinRoe  Special  Fund 
ade  when  the  Fund  started  on  5/22/68,  was  worth 
186,837  as  of  6/30/91.  It  may  be  the  right  invest- 
ent  today  to  help  you  realize  your  financial 
)als  for  tommorrow. 


/whenyc 


c<^~%^Roe  Special 
%^  incura'bad'bt 
you  buy  or  sell  shines. 


16.29%      12.90% 


l(>-year  average 
dnnual  lolul  rciurn 


5-year  average 
.innual  total  relum 


2.83%      18.36% 


I -year 
total  return 


6-iminlh 
total  return 


Performance  through  6/30/91 


N     '  Service*..  Inc  tor  growth  tundv 

^  Special  Fund  wa*  #1  out  of  2.^ 

'M   For  the  1(>-.  5-.  andl-vcar 

i  und  ranked  #3  out  of  2>*;  #7  out  of  4.V 
i\cly.  Total  return  performance  includes 
ul  reinvestment  of  income  and  capital  gam 
^    I'jM  (KiMiniancc  is  no  guarantee  of  future  results 
ind  invcslmcnl  return  will  vary.  s<i  you  may  have  a 
•  when  you  sell  shares 


STEIN  ROE 

Mutual  Funds 

P.O.  Box  1 143  Chicago,  IL  60690 

l.ibedy  Securities  Corporation.  Dislrihutor 


Call  toll-free 
24  hours  a  day 

-__J_^i!?A^M5?i^ 

FREE  Investment  Strategy  Guide 

Please  send  me  a  FREE  Invesimenl  Strategy  Guide  aJong 
with  a  prospectus  containing  more  compiele  information 
on  StcinRoc  Special  Fund.  I  will  read  it  carefully  K-lore 
I  invest  or  send  money. 

NAME 


ADDRESS. 
CITY 


STATE 


ZIP 


PHONE 


(K)7M():  AD'»l238(XI0tN87 


FUND  SURVEY 


8%  of  that  country's  gross  national 
product,  while  the  corresponding  ra- 
tio in  the  U.S.  is  62%. 

One  more  statistic  of  value:  With 
the  sole  exception  of  Venezuela,  the 
average  price/earnings  ratio  on  each 
of  the  five  largest  Latin  American 
stock  exchanges  is  15  or  less.  In  Ar- 
gentina, it's  5. 

Lest  we  get  carried  away,  let's  re- 
member that  none  of  these  Latin 
countries  ranks  anywhere  close  to  Ja- 
pan— or  even  Korea  or  Taiwan — in 
economic  stability,  technological 
prowess  or  reliability  of  the  currency. 
But  you  can  say  this  about  Mexico, 
Chile  and  Argentina:  Economic  re- 
form has  reduced  inflation,  initiated 
the  privatization  of  industry  and  en- 
couraged foreign  investment. 

Castro  believes  investors  with  at 
least  a  three-year  time  horizon  should 
consider  putting  money  in  Latin 
America. 

How  to  buy  in?  Brokerages  have 
responded  to  the  renaissance  in  Latin 
America  by  bringing  out  new  closed- 
end  hinds  that  invest  in  the  region. 
Some  of  them  are  too  new  for  us  to 
judge  their  managers'  investment 
acumen,  but  most  of  them  often  sell  at 
discounts  to  their  net  asset  values  that 
can  provide  some  cushion  for  share- 
holders. 

For  wealthy  individuals,  the  new 
Megy  Income  Fund,  with  a  minimum 
investment  of  $100,000,  offers  an 
opportunity  to  invest  in  Latin  Ameri- 
can government  debt. 

The  Mexico  Fund  is  the  grandfa- 
ther among  Latin  American  funds.  It 


has  delivered  shareholders  a  19%  aver- 
age annual  return  on  its  dollar  net 
asset  value  since  its  inception  in  1982. 
This  year  the  company's  asset  value 
per  share  climbed  from  $15.64  to 
$23.65  in  June.  That  51%  rise  is 
roughly  in  line  with  the  60%  dollar 
return  on  the  average  Mexican  stock. 
The  Mexico  Fund's  shares,  which 
trade  on  the  New  York  Stock  Ex- 
change, were  trading  recently  near 
their  net  asset  value  at  22%. 

The  Emerging  Mexico  Fund  and 
the  Mexico  Equit\^  &  Income  Fund 
were  both  first  offered  to  investors  in 
1990  and  are  selling  at  discounts  to 
their  net  asset  values  (for  table  of 
closed-end  discounts,  see  p.  250).  The 
Emerging  Mexico  Fund  invests  pri- 
marily in  Mexican  equities,  while  the 
Mexico  Equity  &  Income  Fund  in- 
vests 50%  of  its  assets  in  U.S. -dollar- 
denominated  convertible  securities  of 
Mexican  companies  that  it  buys  in 
private  transactions.  This  fund  has  a 
4.5%  yield. 

Chile  began  its  free  enterprise  re- 


The  route  to  Latin  America 

Fund 

Assets 

Price^ 

Premium/ 

6-month 

Annual 

($mil)' 

discount^ 

return' 

expenses 
per  $100 

Brazil  Fund 

$169 

$17.75 

18.3% 

134.9% 

$2.25 

Chile  Fund 

155 

27.25 

-16.4 

64.0 

2.04 

Emerging  Mexico  Fund 

86 

16.38 

-13.2 

55.3 

2.36 

Latin  America  Investment  Fund 

87 

2300 

-2.3 

64.0 

3.20 

Mexico  Equity  &  Income  Fund 

89 

13  00 

-13.6 

25.7 

1.97 

Mexico  Fund 

464 

22.38 

10.0 

51.1 

1.60 

'As  of  6/28/91.    'As  of  8/2/91. 

•Source.-  Shearson  Lehman  Brothers:  FORBES. 

Investors  who  want  exposure  to  the  steamy  stock  markets 
of  Latin  America  should  consider  closed-end  funds. 
Other  things  being  equal,  look  for  a  big  discount. 


forms  long  before  Mexico  did, 
restructuring  its  private -sector 
back  in  1983.  Castro  expects  infl; 
there  to  drop  to  20%  this  year ! 
27%  last  year.  He  thinks  the  econ 
should  grow,  net  of  inflation,  at  a 
of  4.5%. 

During  1990  the  Chilean  s 
market  turned  in  a  total  return  of 
in  dollar  terms,  while  the  net  . 
value  of  the  almost  two-yeai 
Chile  Fund  moved  up  just  27%.  I 
lio  Bassini,  portfolio  manager  ol 
fund,  blames  his  underperform; 
on  the  expense  of  his  currenq*  hc« 
and  his  10%  position  in  fixed-ino 
securities.  But  maybe  he  shouldn' 
making  any  apologies.  Since  the  f 
was  started,  it  has  produced  a 
annualized  return  to  dollar  invest 

Bassini  is  also  the  portfolio  mai 
er  of  the  Latin  America  Investn 
Fund,  vhich  started  trading  in 
gust  1990.  The  fund's  largest  p 
tions  are  in  Mexico  and  Chile,  wl 
it  owns  shares  in  the  telecommun 
tions  companies  Telemex  and  T 
fonos  de  Chile  and  the  largest  M 
can  retailer,  Cifra.  The  hand 
gained  44%  from  its  SlS-per-sl 
initial  offering  price  and  recently  ti 
ed  near  its  net  asset  value. 

The  Brazil  Fund  has  been  h. 
strung  by  a  deep  recession  that  be 
in  Brazil  in  late  1989  and  hel; 
knock  net  asset  value  per  share  dc 
from  518.85  at  the  end  of  1989 
$5.97  a  year  later.  Edmund  Can 
manager  of  the  Brazil  Fund,  poi 
out  that  President  Fernando  Co 
de  Mello  has  mellowed  his  aggrcs? 
inflation  fighting,  which  slowed  c 
nomic  growth,  has  taken  a  si>mew 
more  sympathetic  view  of  private  c 
ital  and  has  been  Uxiscning  the 
tion's  monctaPk  purse  strings.  1 
stock  market  has  rebounded  this  yt 
M\d  the  fund's  shares,  at  a  recent  17 
were  trading  at  a  slight  premium 
net  asset  value. 

C.astrt^  owns  shares  of  btith  \ 
Ch\\c  and  the  Brazil  fluids  in  (brcif 
based  portfolii>s  he  manages.  S; 
Castro,  a  \enc/uelan,  *T.atin  Amc 
can  go\  ernmcnis  has  c  a  new  attitui 
We'll  soon  see  their  economies  gro 
ing  at  5%  annual  rates."  If  he's  rig, 
the  region  could  Ix*  another  Pad 
Rim  b\  century's  end.  F\cn  if  h" 
exaggerating,  there  could  Ix-  a  l«ir 
grtnvth  here.  I 
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The  last  time 

you  had  this 

kind  of  service 
you  were 

probably  living  with 
your  mother. 


At  The  Fairmont  Hotel,  with  five  convenient 
locations,  our  staff  will  be  happy  to  pamper  you 
with  more  comforts  than  you'd  ever  get  at  home. 

Because  we'll  not  only  make  your  bed  (a  custom 
Serta®  mattress),  clean-up  after  you  (twice  daily), 
and  fix  your  meals  (with  a  choice  of  premier 
restaurants),  but  we'll  provide  many  in-room 
business  amenities  as  well.  Like  PC  dataports, 
dual-line  phones,  and  voice  mail.  All  at  a  price 
much  lower  than  you'd  expect. 


Business  travelers  are  also  encouraged  to  join 
our  President's  Club  free  of  charge.  Members 
receive  a  number  of  compUmentary  benefits  such 
as  suite  upgrades,  guaranteed  room  reservations 
(with  48  hours  notice),  overnight  shoe  shine,  and 
more  with  every  stay  at  a  qualifying  room  rate. 

The  Fairmont  Hotel  invites  you  to  discover  the 
elegant  side  of  business  travel,  and  experience  our 
impeccable  service.  You  don't  even  have  to  send  a 
card  on  Mother's  Day. 


For  reservations,  call  your  travel  agent  or  Fairmont  at  1-800-527-4727. 
To  enroll  in  our  President's  Club,  call  1-800-522-3437. 


NEW  ORLEANS 


DALLAS 


SAN  JOSE/ 
SILICON  VALLEY 


SAN  FRANCISCO 


CHICAGO 


THE  FAIRMONT  HOTELS 

President's  Club  benefits  apply  at  the  published  National  Corporate  or  Weekday /Weekend  Rack  Rates.  Rates  subject  to  availability. 

Not  applicable  to  groups  or  conventions.  Tax  not  included. 


~W  A  7~e  have  all,  at  times, 
■/ ■/  ^^^"^  ourselves  running 
t  fa  little  behind  schedule. 
Though  few  of  us  have  had  the 
luxury  of  a  Lexus  LS400  awaiting 
our  departure. 

Once  engaged,  its  250-horse- 
power  V8  can  quicidy  resolve  what- 
ever scheduling  problems  may 
confront  you. 

However,  this  is  not  to  say 
that  on  principle  we  endorse  pre- 


cipitous travel 
Quite  the  con- 
trary. That 
would  only 


Arriw  Fashionab 


serve  to  reduce  your  time  spent        LS400;s  cabin.  Cam,  32-valve  power  plant.    . 

within  the  luxuriously  con-  Once  inside,  you'll  barelv        The  soft,  supple  seating 

toured  environment  ul   the        feel  the  forward  pull  of  the  Four        caress  vou.  The  high-oi? 


Incredibly  Sw^ss. 


Incredibly  Credit  Suisse. 


For  incomparable  global  clout,  rely  on  Credit  Suisse  U.S.A. 

We're  a  recognized  leader  in  the  world's  financial  nnarkets,  combining 

vast  resources  with  the  discreet,  reliable  and  committed  service 

that  is  the  hallmark  of  our  Swiss  heritage.  Let  our  worldwide  presence  and  AAA 

rated  financial  strength  be  your  passport  to  stronger  global  finance. 


Atlanta  •  Chicago  ■  Houston  •  Los  Angeles  •  Miami  •  New  York  •  San  Francisco 


FUND  SURVEY 


An  "asset  allocation"  fund  is  a  plain  old  balanced  fund 
with  market  timing  thrown  in.  Does  the  timing  add 
anything?  Not  that  we  can  see. 


Bad  timingt 


) 


By  Christopher  Palmeri 

When  the  Blanchard  Strategic 
Growth  fund  came  out  in  July  1986, 
it  had  a  grand  concept.  An  expert  asset 
allocator  would  choose  among  four 
asset  categories,  based  on  their  attrac- 
tiveness at  the  time.  The  money 
would  then  be  farmed  out  to  an  out- 
side manager  in  each  category:  do- 
mestic stocks,  foreign  stocks,  precious 
metals  and  bonds.  In  effect,  this  was 
the  classic  balanced  hind,  mixing 
stocks  and  bonds,  except  that  it  was 
supposed  to  do  much  better  than  just 
any  balanced  fund.  After  all,  the  allo- 
cator could  put  his  emphasis  on 
whichever  of  the  categories  looked 
most  promising. 

How  has  the  strategy  worked.^  Not 
brilliantly.  In  the  five  years  since  its 
launch,  the  $181  million  Blanchard 
hind  has  delivered  a  total  return  aver- 
aging 9.6%  a  year.  On  that  score  it 
doesn't  quite  match  the  10.2%  aver- 
age of  all  the  staid,  old  balanced 
fijnds,  which  invest  in  a  more  or  less 
fixed  mix  of  stocks  and  bonds. 

People    pitching    asset    allocation 


The  largest  allocation  funds 

Fund 

Assets 

3-year 

Maximunr 

1  Annual 

^ 

($mil) 

return 

sales 

expenses 

annual- 

charge 

per  $100 

ized 

IDS  Managed  Retirement  Fund 

$874 

15.6% 

5.00% 

$0.89 

Dreyfus  Capital  Value  Fund 

760 

10.8 

4.50 

1.20 

PaineWebt)er  Asset  Allocation 

368 

7.6 

5.00b 

1.95 

Prudential  FlexiFund-Strategy 

216 

10.4 

5.25 

1.30 

Dean  Witter  Managed  Assets 

214 

8.0 

5.00b 

1.78 

Shearson  Equity-Strategic  Inv 

206 

11.0 

5.00b 

2.05 

Blanchard  Strategic  Growth 

181 

4.9 

0.00 

2.36 

Prudential  FlexiFund-Conservative-A 

162 

8.9 

5.25 

1.27 

Shearson  Multiple  Oppors  LP 

142 

4.9 

3.00b 

3.02p 

Dreyfus  Strategic  Investing 

122 

14.4 

4.50 

1.50p 

Standard  &  Poor's  500 

14.6 

Italicued  expense  figure  indicates  12b-l  plan,    b:  Includes  back-end  load. 

p:  Net  of 

absorption  of  expenses  by  fund  sponsor.    Source:  Upper  Analytical  Services. 

funds  got  a  big  boost  fi-om  the  1987 
market  crash,  when  the  allocators 
who  were  lucky  enough  to  be  mosdy 
out  of  the  market  saved  their  clients  a 
bundle.  Based  on  this  limited  experi- 
ence, many  allocation  funds  were 
rushed  to  market,  and  there  is  now  $4 
billion  invested  in  this  categor)^ 

Mediocre  as  its  results  were,  the 
Blanchard  fund  did  better  than  a  lot  of 
other  allocation  funds.  Most  of  them 
produced  wretched  returns.  Lipper 
Analytical  Services,  which  calls  them 
flexible  portfolio  hinds,  counts  26 
that  have  been  around  for  at  least 
three  years.  Their  average  annual  re- 
turn is  just  8.6%.  You  would  probably 
have  done  better  than  that  in  a  con- 
ventional balanced  fund.  In  short,  the 
market  timing  was  worse  than  useless. 

"Asset  allocators  are  really  just 
cousins  of  market  timers,  and  it  is 
pretty  hard  to  add  value  with  that 
strategy,"  says  Kurt  Brouwer  of  the 
San  Francisco-based  investment  advi- 
sory firm  Brouwer  &  Janachowski. 
"You'd  better  be  right  three  out  of 


A  list  of  the  bi^ 
gest  allocators, 
not  surprisingly, 
includes  a 
disproportionate 
number  of  the 
better  ones;  the 
category's  aver 
age  return  since 
1988  is  only  8.6% 
a  year. 


four  times  or  you  will  underpei 
the  averages."  Why?  Because  of  a 
switching  they  do,  the  asset  alk 
run  up  high  transaction  costs. 

Typical  among  the  allocators  i 
S214  million  Dean  Witter  Mj 
Assets  Trust,  dating  to  June  198! 
carries  a  5%  back-end  load  and 
above-average  expense  ratio,  1.8^ 
assets   annually.   That  means 
Witter  has  to  make  some  fairly  sr 
calls  just  to  keep  even  with  a  low- 
fixed-mix   balanced  fund  like 
guard  Wellington.  Dean  Witter  M| 
aged  Assets  has  returned  a  bel<; 
average  8%  a  year. 

Not  that  the  Dean  Witter  fd 
don't  perform  a  lot  of  mumbo  jumj 
They  have  three  portfolio  manag 
who  crunch  a  great  deal  of  econc 
data  and  still  seem  to  make 
calls.  The  fund  sat  through  muc 
1989  with  just  8%  in  stocks  and  6( 
its  portfolio  in  money  market  instj 
ments.  The  S&P  500  stock  aver 
climbed  32%  that  year. 

Another  mediocre  market  time 
the  Overland  Express  Asset  Alk 
tion  Fund,  managed  since  1988| 
Wells  Fargo  Nikko  Investment  Ac 
sors,  a  partnership  between  the  LI 
bank  and  the  Japanese  broker.  Ij 
flind  bases  its  timing  calls  on  a  bl 
box  Wells  Fargo  developed  in  19| 
The  system  calculates  the  stock 
ket's  attracti\eness  by  estimating^ 
future  dixidend  payments  and  (\ 
counting  them  to  the  present, 
claimed  performance  record  for  ll 
system  since  1977,  when  it  was  i\ 
used  to  manage  money,  is  noth 
short  of  dazzling.  Recently,  howc\| 
the  system  has  been  just  so-so.  O 
the  past  three  years  Ovcrland's  a\[ 
age  annual  return  has  been  only  q 
Wells  Fargo  turned  bearish  too  so«l 
loading  up  on  cash  early  enough [ 
miss  most  of  the   1989  stcxk  raj 
Alibis  Wells  Fargo  Nikko  Prcsid.l 
Patricia  Dunn,  *'The  computer  pij 
out  of  markets  that  are  overvaluf 
Sometimes   it   takes   a   while   to 
nght." 

Dunn  remains  steadfastly  bearl 
on  stcKks,  and  she  ma\  yet  b>c  proxl 
right.  Until  then,  our  rccommcn«| 
tion  for  pci^plc  who  want  a  mixi 
stiKks  and  bonds  is  this;  Buy  a  bl 
anccd  fund  with  a  decent  record  an  I 
low  expense  ratio.  Our  Best  Buy  lis| 
on  page  204. 
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E  W  A  R'S 


ROF  I  L  E: 


Denys  Cowan 

HOME: 

New  York  S.  Y.  "Unlike  most  people 

}yere.  I've  lived  in  Ckytham  City  all 

my  life!' 

AGE.  31. 


PROFESSION: 

Graphiclcomic  hook  artist. 

DC  Comics. 

HOBBY: 

"I  have  more  fun  than  anyone  has  a 

right  to.  A  hobby  would  just  be 

rubbing  it  in!' 

LAST  BOOK  RlLAiy. 

Robert  Graves.  The  Greek  Myths. 

"They  were  the  ori^nal  super  heroes!' 

LATEST  ACCOMPLISHMENT: 
Drew  the  50fb  anniversary  editior^oj 
BATMAN.  "It's  hke  being  a  p 
of  history' 

WHY  I  DO  WHAT  I  DO: 
"If  you  could  live  your  dream  AND 
draw  your  fantasies,  wotddn't  you?" 


QUOTE: 
TAP  a  POW  /.'/  %&*##$@ •&©!!" 


y  >!_- 


JS. 


PROIILI-: 

Soft  spoken,  ijnu^inativc.  dedicated 

Works  wc//  in  confined  spaces. 

HISS(  OKli: 

/  Vwtzrs  "White  lAibcL'on  the  rocks. 

■7 \nu\^ an  l\suc oj  I'hc  {Question  is 

jun.  hut  It's  still  one  jramc  at  a  time. 

Which  mcatt\  whai  I  finish,  a 

/  Mrviur's  is  defimtcly  the  an.\wer: 


L^ 


^  Jfc.*  J  %i 


.mJI— 


.^^> 


\:^ 


EVEN  AT  185  MPH,  GOODYEAR  TECHNOLOG^i 
CAN  KEEP  YOU  CLINGESf'  IN  IHE  RAIN. 


Wet  or  dry,  this  is  all 

that  touches  the  road: 

the  contact  patch. 


The  next  time  you  find 
yourself  caught  on  the  road 
under  a  thundercloud,  think 
about  this: 

Nobody  knows  more  about 
wet  weather  traction  than 
Goodyear. 

That's  because  Goodyear 
has  spent  years  of  research,  years  of  testing, 
and  millions  of  dollars  in  development  finding 
the  best  way  to  keep  your  tires  in  touch  with  the 
pavement  in  the  rain. 

The  result  has  been  a  series  of  milestone 
achievements. 

It  was  Goodyear  that  created  the  racing  tire  that 
holds  a  Formula  One  car  to  a  wet  track  at  speeds 
in  excess  of  185  mph. 

It  was  Goodyear  that  first  pioneered  the  all- 
season  tire  some  14  years  ago.  And  today,  there 
are  fourth  generation  Goodyear  all-season  tires: 


The  Invicta  radial  family. 

How  well  have  they  proved  themselves? 

Well  enough  to  impress  some  of  the  toughest 
and  best  critics.  The  engineers  who  design  cars 
like  the  Chrysler  Town  &:  Countrv-, 
Lexus  LS  400,  Buick  Park  Avenue  Ultra 
and  Toyota  Camry  V6. 

They've  chosen  Invicta  radials  as 
original  equipment  for  those  cars.  And 
for  the  best  of  reasons. 

Goodyear  Invicta  radials  were  chosen 
after  rigorous  comparisons  with  other 
makes  of  tires.  On  a  minimum  of  22  dif- 
ferent factors,  including  treadwear,  noise, 
durability  and  wet  traction. 

Which  is  something  to  consider  the 
next  time  you  replace  your  tires. 

Goodyear  Invicta  radials.  For  long-lasting  wet 
weather  traction  year- round.  Even  it  you  never 
drive  over  65  mph. 
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I  SLIPPERY 
'HEN  WET 


At  signs  of  trouble, 

Goodyear  all-season 

Invicta  radials  pull 

through  for  you. 


innfiir*] 


^he  steel-belted  radial 
struction  and  all-season 
rnpound  of  the  Invicta 
]S  mean  lasting  value. 


The  right  rain  gear  for 

the  contents  of  your  car: 

Goodyear  Invicta  GS. 


Invicta  radials 
passed  over  10  million 

miles  of  tests  with 

flymg  colors.  In  both 

wet  and  dry. 


Toyota  Camry  V6 


Buick  Park  Avenue  Ultra 


Chrysler  Town  o"  Country 

You'll  find  Invicta  GS,  GL  or  GA(L)  radials  on 
some  of  the  best  vehicles  in  America.  One 
reason:  their  wet  weather  ability. 
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Goodyear  wins 
the  most  important 
tests  of  all. 


Everybody  altvays  talks  about  the  weather. 
Goodyear  has  done  something  about  it. 


II 


QOODWVEAR 


HE  BEST  TIRES  IN  THE  WORLD  HAVE  GOODYEAR  WRITTEN  ALL  OVER  THEM 


KULtbl 


FUND  SURVEY 


Forbes  rates  funds  separately  in  bull  and  bear  markets. 
There  are  two  advantages  to  this  approach  over  a  simple 
straight-line  performance  grade.  One  is  that  it  makes 
explicit  the  fact  that  funds  tend  to  do  well  in  only  one  kind 
of  market  environment.  The  other  is  that  it  enables  you  to 
get  a  good  sense  of  the  risk  in  a  fund.  Funds  with  the  worst 
bear  market  grades  are  the  riskiest.  This  is  key  to  an 
investment  decision:  You  trade  off  risk  against  return. 

The  chart  opposite  displays  the  three  market  cycles  over 
which  we  rate  stock  hands.  Funds  with  records  across  three 
up  periods  are  compared  with  one  another  and  graded  on 
the  curve  for  bull  market  performance.  Funds  with  only 
two  segments  of  bull  market  performance  are  graded 
separately  against  one  another.  Bear  market  grades  are 
awarded  in  similar  fashion.  Balanced  funds,  which  invest  in 
a  mix  of  stocks  and  bonds,  are  evaluated  over  three  market 
cycles,  too,  determined  by  a  blend  of  a  stock  and  a  bond 
index;  see  the  chart  on  page  252. 

Foreign  stock  fijnds  are  graded  against  one  another  in  a 
similar  way.  Their  up  and  down  seg- 
ments are  pictured  on  page  258.  ^^^^^^^^^^ 
Global  stock  hands,  which  buy  a  mix 
of  U.S.  and  foreign  securities,  are 
graded  separately;  that  table  begins 
on  page  256. 

Junk  bonds,  which  have  a  large 
element  of  equity-like  behavior  in 
their  fluctuations,  also  move  in  cycles. 
Junk  bond  funds,  page  278,  are  rated 
over  two  cycles.  But  high-grade 
bonds  don't  move  in  long  trend  lines 
at  all.  Thus  we  compute  separate  bull 
and  bear  market  grades  for  taxable 
bond  hands,  page  268,  by  dividing  the 
last  five  years  into  individual  bull  and 
bear  months.  Municipal  bond  hands,  which  begin  on  page 
280,  are  graded  this  way,  too. 

The  "average  annual  total  return"  shows  the  com- 
pound annual  return  of  the  flmd  over  the  full  rating 
period — three  full  market  cycles  in  the  case  of  stock  funds, 
two  cycles  for  junk  bond  funds,  and  five  years  for  the  other 
bond  funds.  This  and  the  other  performance  figures^ 
yield  and  12-month  total  return — are  net  of  expenses 
taken  off  the  top  by  the  fund  sponsor.  That's  because 
expenses  come  out  before  dividends  are  distributed. 
Those  distributions  arc  in  turn  used,  along  with  the  hand 
net  a.sset  values  printed  in  the  daily  newspapers,  to  calcu 
late  a  performance  figure.  In  the  calculations  of  total 
return  we  assume  that  a  distribution  is  reinvested  in 
additional  shares  of  the  fund  at  the  end  of  the  month  in 
which  ihe  payoui  went  ex-dividend. 

Why  do  we  print  expense  ratios  if  overhead  costs  are 
already  rcficctcd  in  performance  numbers.^  Because  the\' 
are  the  one  component  of  pertbrmance  that  is  \er\' 
predictable.  A  lucky  manager  can  put  his  fund  at  the  top  of 
a  chart  in  spite  of  an  excessive  management  fee  or  high 
overhead.  The  next  year  he  may  not  be  so  lucky.  But 
management  fees  and  other  expenses  will  continue  as  a 
drag  on  performance.  Hxpenses  as  we  define  them  include 
management  fees,  12b  1  "distribution"  fees  and  over 
head,  riiey  do  not  include  interest  or  brokerage  commis 
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i 


M  ^ 


sions  for  the  fund's  trading. 

Our  performance  numbers — both  those  displav 
the  tables  and  those  used  to  award  grades — do  n^ 
into  account  sales  charges.  Thus  we  are  measuring 
lio  management  skills  rather  than  investment  result; 
only  exception  is  in  the  "hypothetical  investment  re 
column  of  the  honor  roll.  Performance  and  other  da 
as  of  June  30. 

Sometimes  a  fund  sponsor  merges  a  large  fiand  \ 
bad  record  into  a  small  hand  with  a  clean  record.  \ 
this  transaction  as  if  the  merger  had  gone  the  reve 
thus  preserving  the  large  fund's  performance  history 
explains  why  our  performance  numbers  for  several 
differ  from  those  claimed  by  the  fiands.  Also,  we  d 
expunge  a  fund's  historv'  when  its  management 

Funds  marketed  by  se\eral  brokers,  including 

Lynch  and  Prudential,  give  investors  a  choice  be 

shares  with  a  front-end  load  and  litde  or  no  12b- 1  fee 

shares  with  a  declining  back-end  load  and  fairly  high  1 

fees.  We  report  performance  fa 

former  t\'pe  of  shares  but  assets  fd 

entire  fund. 

Yielc'  is  the  sum  of  di\idends 
investment  income  over  the  paj 
months,  divided  by  the  June  30 
asset  value.  It  may  differ  from  the 
day  yield  as  defined  by  the  Secu 
&  Exchange  Commission. 

To  be  included  in  the  annual  si 
a  fund  must  have  a  minimum  in 
ment  below  5100,000  and  be  ope 
I  the  general  public.  An  exception  t( 
I  latter  rule  is  made  for  certain  w^ 
I  held  membership-only  funds,  sue' 
those  of  the  American  .-KsscKiatio' 
Retired  Persons.  Exchange  fiands,  a  d\ing  breed  that  u 
tax  laws  cannot  accept  new  clients,  are  no  longer  co\  crt 
You  won't  find  brand-new  hinds  in  this  surxey.  A  J 
must  have  1 2  months  of  performance  data  before  we  a* 
to  our  catalog.  It  also  must  reach  a  certain  size:  S25  mil 
for  domestic  equity'  funds  or  foreign  fimds  of  any  t 
$100  million  for  bond  funds  and  tax-free  money  marl 
$500  million  for  taxable  money  markets.  Our  rostc 
money  market  fimds  is  ver\'  short  because  it  is  confine 
the  ones  with   the   lowest  expense   ratios,   for  rca^ 
explained  on  page  292. 

The  Forbes  honor  roll  t>f  stock  funds  tiiai  ha\  e  turnc 
the  best  and  most  consistent  pertbrmance  in  the  j 
appears  on  page  1 60.  New  this  year  arc  tabulations  oW 
we  call  Best  Buvs  among  Ginnie  Mae,  junk  bi>nd,  bala 
portfolio,  small  company  mk\  municipal  bond  funds, 
winners  in  these  categories  have  to  show  both  gt 
pertbrmance  and  low  expenses. 

Phone  numbers  appear  in  the  distributor  listing  at 
back  of  the  sur\ey,  beginning  on  page  294.  Since  ir 
funds  maintain  SOO  numbers,  you  can  also  find  th 
quicklv  bv  calling  the  natii>nal  dirccton  assistance  m 
ber,8()0  555  12^12. 

Much  of  the  raw  data  ti>r  this  issue  ci>mcs  trom  c 
Investment  lechnologies  in  RiKkvillc,  Md  and  Lip 
Analvtical  Senices  in  New  York  Gitv. 
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JisplJ 


tock  fionds 


:able  covers  fiinds  that  have  at  least  $25  million  in 
and  at  least  12  months  of  performance  history. 

ES  grades  stock  flinds  against  the  three  market  cycles 
s&P  500.  To  be  graded,  a  hand  must  have  been  in 

nee  for  at  least  two  of  the  market  cycles — that  is, 

June  30,  1983.  Balanced  fijnds,  global  stock  fijnds 
foreign  stock  fiinds  are  graded  separately  against 


different  benchmarks  (see  pages  252,  256  and  258).  The 
fijnd's  name  is  followed  by  that  of  its  distributor;  the  table 
of  distributors  at  the  end  of  the  fiind  survey  has  phone 
numbers.  Closed-end  fijnds  have  no  distributor;  they  can 
be  bought  and  sold  in  the  secondan'  market  and  are  traded 
just  like  common  stock.  A  table  of  closed-ends  trading  at 
discounts  to  net  asset  value  appears  on  page  250. 


150 


100 


7/30/82  to 
S/3Q/83 


7/31/8410 

8/31/87 


11/3(V87to 
6/30/91 


6/30/83  to 
7/31/84 


The  Standard  &  Poor's  500,  scaled  so 
that  Nov.  30,  1980  is  100,  shows  the 
market  segments  against  which  Forbes 
measures  stock  fund  performance. 


-24% 


+57%      -10% 


+119%        -30%  — 


+61% 


•Performance 

Fund/distributor 

Total  return 

Yield 

Assets- 

Maximum 

Annual 

UP 
arkets 

DOWN 
markets 

Annual 

average 

11/80 

to  6/91 

Last 

12 

months 

6/30/91 
($mil) 

%« 
91 

:hange 
vs90 

sales 
charge 

expenses 
per  $100 

Standard  &  Poor's  500  stock  average 

14.2% 

7.4% 

3.3% 

»> 

Forbes  stock  fund  composite 

12.2% 

6.0% 

2.6% 

$1.29 

AAL  Capital  Growth  Fund/AAL 

* 

10.0% 

2.2% 

$223 

56% 

4.75% 

$1.41 

AARP  Growth-Capital  Growth/Scudder 

* 

-0.5 

2.2 

214 

-2 

none 

l.llp 

AARP  Growth-Growth  &  Income/Sc udder 

♦ 

7.6 

4.8 

334 

24 

none 

1.03  ; 

C 

D 

ABT  Growth  &  Income  Trust/ABT 

9.1% 

0.7 

3.3 

88 

-8 

4.75 

1.29    ' 

F 

A 

ABT  Utility  Income  Fund/ABT 

10.6 

2.0 

5.6 

141 

-2 

4.75 

1.25     ' 

B 

C 

Acorn  Fund/Acorn 

12.9 

-1.4 

1.6 

969 

2 

t 

0.82 

C 

B 

Adams  Express/closed-end 

12.4 

10.6 

3.5 

597 

5 

NA 

0.60 

Addison  Capital  Fund/Addison 

* 

5.4 

1.2 

29 

-1 

3.00 

2.38 

Advantage  Growth  Fund/Advest 

* 

6.6 

0.8 

32 

7 

4.00b 

2.33 

D 

A 

Aegon  USA  GrowthVAegon 

12.2 

5.2 

2.4 

38 

3 

4.75 

0.99p 

Fund  rated  for  two 

demption  fee,  whic 

in  force,    b:  In 

ailable.     'Former 

periods  only;  maximum  allowable  grade  A.     *  Fund  not  m  operation  for  full  period,     t  Closed  to  new  investors.     §  Distributor  may  impose 
:h  proceeds  revert  to  the  fund .     Expense  ratio  is  in  italics  if  the  fund  tias  a  stiareholder-paid  12b- 1  plan  exceeding  0. 1  %  (hidden  load)  pending 
eludes  back-end  load  that  reverts  to  distributor,    p:  Net  of  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not 
y  MidAmerica  Mutual  Fund. 

Distributor  table, 

page  294 

Rules,  page  210. 
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STOCK  FUNDS 


FUND  SURVEY 


Performance 

UP         DOWN 
markets    markets 

Fund/distributor 

Total  return 

Annual         Last 
average          12 
1 1/80       months 
to  6/91 

Yield 

Assets 

6/30/91    %  change 
($mil)      91vs90 

Maximum 

sales 

charge 

exp 
per 

Standard  &  Poor's  500  stock  average 

14.2% 

7.4% 

3.3% 

Forbes  stock  fund  composite 

12.2% 

6.0% 

2.6% 

$1 

C 

D 

AFA-NatI  Aviation  &  Tech/AFA 

8.7% 

-10.5% 

0.6% 

$69 

-17% 

4.75% 

$1. 

■  D 

■  D 

AFA-NatI  Telecommun  &  Tech/AFA 

* 

-13.0 

none 

31 

-22 

4.75 

2. 

C 

B 

Affiliated  Fund/Lord  Abbett 

13.3 

3.2 

4.4 

3,379 

-5 

6.75 

0. 

B 

C 

Aim  Equity-Charter  Fund/AIM 

13.3 

15.7 

2.0 

196 

118 

5.50 

1 

A+ 

F 

Aim  Equity-Constellation  Fund/AIM 

11.5 

5.6 

none 

235 

83 

5.50 

I 

A+ 

D 

Aim  Equity-Weingarten  Fund/AIM 

15.6 

10.3 

0.6 

1,663 

143 

5.50 

1. 

■  B 

■  D 

Aim  Summit  Fund/AIM 

* 

10.4 

1.8 

395 

29 

V  « 

Q 

Alger  Fund-Small  Capitalization/Alger 

* 

8.9 

none 

48 

57 

5.00b 

2 

Alliance  Counterpoint  Fund/Alliance 

* 

10.2 

1.2 

55 

-4 

5.50 

1. 

B 

D 

Alliance  Fund^/Alliance 

10.5 

5.2 

1.5 

672 

-7 

5.50 

0. 

C 

D 

Alliance  Global-Small  Cap^/Alliance 

7.1 

-14.8 

none 

79 

-15 

5.50 

2. 

C 

B 

Alliance  Growth  &  Inc/Alliance 

14.2 

5.8 

4.1 

388 

5 

5.50 

1. 

A 

D 

Alliance  Quasar  Fund*/Alliance 

12.6 

-9.1 

0.3 

315 

-8 

5.50 

1. 

A+ 

■  F 

Alliance  Technology  Fund/Alliance 

* 

-6.8 

none 

150 

-10 

5.50 

1. 

Charles  Allmon  TrustVclosed-end 

* 

6.6 

5.2 

127 

-1 

NA 

1. 

D 

D 

AMA  Family  of  Funds-Classic  Grovrth/AMA 

7.0 

-2.2 

3.2 

25 

-11 

4.75 

2A 

C 

B 

Amcap  Fund/American  Funds 

13.7 

4.3 

2.0 

2,201 

2 

5.75 

0. 

C 

A 

American  Capital  Comstock/American  Cap 

14.4 

4.0 

2.9 

875 

-8 

8.50 

0.1 

C 

A 

American  Capital  Emerging  Grow^/American  Cap 

12.9 

10.2 

0.4 

262 

8 

5.75 

I. 

B 

D 

American  Capital  Enterprise/American  Cap 

9.9 

6.0 

1.0 

602 

-2 

5.75 

0.\ 

C 

B 

American  Capital  Growth  &  Inc^/American  Cap 

12.1 

3.1 

3.2 

155 

-7 

5.75 

C 

A 

American  Capital  Pace  Fund/American  Cap 

15.1 

4.2 

2.3 

2,349 

-4 

5.75 

American  Gas  Index  Fund/Rushmore 

—  * 

-8.9 

5.2 

126 

37 

none 

0.; 

F 

A 

American  Growth  Fund/American  Growth 

9.3 

5.6 

3.4 

54 

-9 

8.50 

D 

F 

American  Investors  Growth/Amer  Investors 

-0.4 

-12.1 

0.5 

59 

-20 

8.50 

i.< 

D 

A 

American  Leaders  Fund/Federated 

14.6 

9.3 

2.6 

148 

-1 

4.50 

i.( 

D 

A 

American  Mutual  Fund/American  Funds 

15.3 

7.3 

4.9 

3,899 

12 

5.75 

O.i 

B 

C 

American  National  Growth/Securities  Mgmt 

13.0 

7.3 

1.6 

107 

0 

8.50 

l.( 

D 

A 

American  National  Income/Securities  Mgmt 

14.5 

11.2 

3.6 

84 

13 

8.50 

i.< 

B 
A 

B 
■  C 

AMEV  Capital  Fund/AMEV 

13.8 

1.7 

1.6 

169 

6 

4.75 

i.. 

AMEV  Fiduciary  Fund/AMEV 

It 

-0.2 

1.0 

35 

-1 

4.50 

j,* 

A 

C 

AMEV  Growth  Fund/AMEV 

14.3 

5.8 

1.2 

277 

8 

4.75 

J  .« 

B 

c 

Amway  Mutual  Fund/Amway 

11.2 

11.9 

1.1 

47 

15 

3.00 

1  • 

F 

A 

Analytic  Optioned  Equity  Fund/Analytic 

10.9 

6.6 

3.6 

107 

-1 

none 

1.! 

API  Trust-Growth/Amer  Pension 

* 

9.8 

none 

29 

-6 

none 

2.. 

ASO  Outlook  Group  Equity/Winsbury 

♦ 

4.0 

3.0 

31 

112 

3.00 

l.( 

Associated  Planners  Stock  Fund/Assoc  Plan 

• 

13.4 

0.8 

28 

38 

4.75 

2.1 

■  Fund  rated  for  two 
redemption  fee,  whic 
or  in  force.     «Func 
fund.     "Available 
sponsor.     NA:  Not  a 

periods  only;  maximum  allownblp  grade  A.     '  Fund  not  in  operation  for  full  period,     t  Closed  to  new  investors.    §  Distributor  may  im| 
h  proceeds  revert  to  the  fund.     Expense  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  12b- 1  plan  exceedir,:               iden  losd)pen> 
)  has  two  classes  of  shares.  Performance  figures  are  tor  class  with  front-end  load  and  no  or  low  12b- 1                -<?ts  are  for  « 
only  through  monthly  contractuol  plan,     b:  Includes  back-end  load  that  reverts  to  distributor,     p;  Net  of  at»orption  of  expenses  by  1 
pplicable  or  not  available.     'Forniprlv  Growth  Stock  Outlook  Trust.     -Formerly  American  Capital  Venture  Fund.     *Fom>etlv  Fund  of  Amei 
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n  some  parts  of  the  world,  this  isn't  off-road  dri\ing. 


St  you  forget  that  the  Range  Rover 
dL'signcd  for  terrain  even  more  ehal 
iiig  than,  say,  Rodeo  Drive,  we  bring 
this  reminder  of  Range  Rover's  other 
iral  habitats. 

Typhoon  drenched  trails. 
Boulder  covered  slopes. 
Clullies,  tundras,  ravines  and  bayous, 
riaees  where  Range  Rover's  massive 
.t  r,  Herculean  suspension  and  perma- 


nent 4-wheel  drive  make  it  possible  to  get 
to  civilization.  Instead  of  away  from  it. 

So  while  every  Range  Rover  comes 
with  a  supreme  level  of  comfort,  every 


Grange  rover 


Range  Rover  also  comes  with  a  level  of 
capability  born  of  endless  refinement  in 
decidedly  unrefined  conditions. 

And  vou  can  be  in  one  for  as  little  as 
.S36,3()().*  .lust  call  1  -SOO  FINK  4\Vn  for 
the  name  of  a  dealer  near  you. 

After  all.  though  many  cars  boast  of 
extensive  road  testing.  Range  Rover  brings 
you  something  even  more  reassuring. 

Decades  of  noroad  testing. 


ompulort  and  Comniiioicilio 


8:30  AM 


NEC  helps  the  children  of  Unda-Unda 
get  food  for  breakfast  and  food  for  thought. 


Morning  is  not  normally  a  happy  time  in  a 
d  plagued  by  unhealthy  water  and  too  little  to 
Often  it  means  just  one  more  day  coping  with 
laria  and  hunger.  But  thanks  to  the  Christian 
ildren's  Fund,  children  like  these  in  Zambia 
ake  to  hope  and  a  lot  more.  This  incredible 
ganization  helps  over  500,000  children 
28  countries  receive  healthcare, 
itrition,  housing  and— to  make  them 
If-sufficient— education. 

The  Fund  accomplishes  its  life-saving  work  through 
merosity  and  perseverence,  with  a  little  help  from  technology.  At  its 
jadquarters  in  Richmond,  Virginia,  is  a  network  of  NEC  Powermate  386 
)mputers.  Their  ability  to  process  thousands  of  international  transactions 
ith  speed  and  accuracy  eliminates  the  need  for  more  costly  mainframes, 
hus  allowing  more  to  be  spent  for  bread  and  for  books. 

You'll  find  the  products  of  NEC  in  corporations  large  and  small.  In 
jblic  and  private  institutions.  In  homes  around  the  world.  Putting  high 
ichnology  to  work  for  a  higher  quality  of  life. 

For  more  information,  call  us  at  1-800-338-9549. 


NEC 


Quality  That  Proves  Itself. 


Communications  •Computers  •Electron  Devices  •Home  Entertainment 


Communications:  One  of  the  great  strengths 

of  the  Great  Laltes  region. 


ftdn 


The  Great  Lakes  region  is  home  to  25%  of  America's 
Fortune  500  U.  S.  companies,  is  the  commodities  trading  center 
of  the  world,  and  has  more  newspapers  and  computer  sites  than 
any  other  region  in  the  country.  How  do  more  than  12  million 
businesses  and  homes  in  this  information-intense  region  keep 
communications  flowing?  By  relying  on  Ameritech. 

The  communications  needs  of  the  Great  Lakes  region  are 
among  the  most  demanding  in  the  country.  That's  why  we  always 
stay  a  step  ahead,  anticipating  those  needs  and  creating  better 
ways  to  serve  and  satisfy  our  customers.  We  put  the  first  mobile 
phone  system  in  the  U.S.  into  operation,  we  have  the  largest 
voice  messaging  network  in  the  country,  and  we  currently  have 
two  fiber  optic  tests  in  market  for  new  technology  that  will  lead 
the  way  in  bringing  the  information  age  to  the  home. 

Solutions  that  work:  We  know  it's  our  commitment 
to  successful  innovation  that  has  helped  our  company  reach  $10 
billion  in  revenues.  Since  divestiture,  Ameritech  has  led  all  the 
other  regional  Bell  companies  in  recording  the  highest  return  to 
equity,  16.3%  last  year.  The  Great  Lakes  region  and  Ameritech 
continue  to  thrive  together. 

For  a  copy  of  our  Annual  Report  or  other  information,  call 
Ameritech  Investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameriti 

Illinois 
Indiana 
Michigan! 
Ohio 
Wisconsin! 
Ameritech  Audlotex  Serv 
Ameritech  Cr: 
Ameritech  Developn 
Ameritech  Information  Systt 
Ameritech  Internatii 
Ameritech  Mobile  CommunicatI 
Ameritech  Publlsk 
Ameritech  Servr 
The  Tigon  Corpora 

JsMERiTECi 
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STOCK  FUNDS 


FUND  SURVEY 


formance 

DOWN 
m  ts    markets 


Fund/distributor 


Total  return 

Annual         Last 
average  12 

1 1/80       months 
to  6/91 


Yield  Assets Maximum     Annual 

6/30/91    %  change      sales       expenses 
($mil)      91vs90      charge      per  $100 


Standard  &  Poor's  500  stock  average 

14.2% 

7.4% 

3.3% 

Forbes  stock  fund  composite 

12.2% 

6.0% 

2.6% 

$1.29 

f 

F 

Axe-Houghton  Growth/USF&G 

9.9% 

19.1% 

0.6% 

$79 

12% 

5.75% 

$1.52 

Babson  Enterprise  Fund/Jones  &  Babson 

* 

3.0 

1.0 

113 

17 

none 

1.22 

D 

Babson  Growth  Fund/Jones  &  Babson 

10.4 

3.0 

2.2 

236 

-9 

none 

0.86 

Babson  Value  Fund/Jones  &  Babson 

* 

6.9 

3.7 

27 

9 

none 

1.04 

Baird  Blue  Chip  Fund/Baird 

—  * 

7.8 

1.6 

44 

30 

5.75 

1.55 

B 

Baker,  Fentress  &  Co/closed-end 

9.9 

-6.3 

3.3 

394 

-12 

NA 

0.68 

Baron  Asset  Fund/Baron 

* 

-2.0 

1.4 

46 

-16 

2.00b 

1.80p 

■  A 

Bartlett  Capital-Basic  Value/Bartlett 

* 

0.3 

3.7 

93 

-15 

none 

1.21 

D 

Berger  One  Hundred/Berger 

12.2 

17.7 

none 

37 

100 

none 

2.62p 

A 

Bergstrom  Capital/closed-end 

19.2 

29.2 

2.2 

89 

22 

NA 

0.99 

C 

Wm  Blair-Growth^/Wm  Blair 

11.6 

5.9 

1.6 

72 

2 

none 

0.90 

Blue  Chip  Value  Fund/closed-end 

^—  * 

8.7 

9.7 

71 

-2 

NA 

1.45 

C 

Boston  Co  Capital  Appreciation/Boston  Co 

12.0 

-3.4 

1.9 

478 

-21 

none 

1.18 

Boston  Co  Special  Growth  Fund/Boston  Co 

* 

9.6 

0.2 

36 

-16 

none 

1.77 

Brandywine  Fund/Brandywine 

* 

1.3 

1.6 

445 

55 

none 

1.12 

D 

Bull  &  Bear  Capital  Growth/Bull  &  Bear 

4.3 

-26.0 

none 

44 

-38 

none 

2.40 

A 

Burnham  Fund/Burnham 

12.2 

4.7 

5.4 

122 

-9 

5.00 

1.10 

Calvert-Ariel  Appreciation  Fund/Calvert 

* 

9.0 

1.0 

48 

187 

4.75 

0.70p 

Calvert-Ariel  Growth  Fund/Calvert 

* 

0.5 

1.0 

248 

0 

t 

1.31 

' 

Calvert  Social  Inv-Equity/Calvert 

* 

5.1 

0.6 

37 

68 

4.75 

l.OOp 

4 

Capital  Income  Builder/American  Funds 

* 

14.9 

5.1 

416 

87 

5.75 

1.01 

c 

B 

Cardinal  Fund/Cardinal 

14.1 

8.1 

3.4 

212 

7 

8.50 

0.69 

Carnegie-Cappiello-Growth/Carnegie 

* 

3.6 

1.1 

78 

0 

4.50 

1.78 

Carnegie-Cappiello-Total  Return/Carnegie 

♦ 

-0.6 

5.6 

64 

-21 

4.50 

1.58 

c 

D 

Central  Securities/closed-end 

8.7 

6.0 

1.7 

123 

0 

NA 

0.98 

B 

A 

Century  Shares  Trust/Century  Shares 

16.3 

9.2 

2.6 

147 

3 

none 

1.03 

A  + 

B 

CGM  Capital  Development/TNE 

20.5 

22.4 

0.4 

238 

14 

t 

0.94 

C 

C 

Cigna  Growth  Fund/Cigna 

11.1 

0.6 

1.4 

166 

-11 

5.00 

1.19 

Cigna  Utilities  Fund/Cigna 

* 

3.6 

5.6 

73 

10 

5.00 

1.27 

Cigna  Value  Fund/Cigna 

* 

2.8 

1.6 

110 

21 

5.00 

1.24 

Clipper  Fund/Pacific  FinI 

* 

6.0 

2.6 

137 

-9 

none 

1.18 

B 

D 

Colonial  Growth  Shares  Trust/Colonial 

12.0 

2.4 

1.8 

129 

-3 

5.75 

1.03 

Colonial  Small  Stock  Index  Trust/Colonial 

* 

-14.3 

0.4 

29 

-33 

5.75 

1.69 

Colonial  US  Equity  Index  Trust/Colonial 

* 

6.1 

1.8 

42 

11 

5.75 

1.62 

Colonial  VIP  Equity-Diversified  Ret/Colonial 

* 

0.5 

3.9 

31 

16 

5.00b 

2.25p 

A 

C 

Columbia  Growth  Fund/Columbia 

14.3 

5.8 

1.9 

380 

15 

none 

0.88 

Columbia  Special  Fund/Columbia 

* 

0.5 

0.1 

202 

42 

none 

1.21 

nod  rated  for  two 
emptionfee.whK 
n  force,    b:  Incli 
rnnerly  Growth  In 

periods  only;  maximum  allowable  grade  A.     *  Fi 
:h  proceeds  revert  to  the  fund.     Expenseratio  is  in 
jdes  back-end  load  that  reverts  to  distributor,     p: 
dustry  Shares. 

jnd  not  in  operation  for  full  period,     t  Closed  to  new  investors.     §  Distributor  may  impose 
italics  if  the  fund  has  a  shareholder-paid  1 2b- 1  plan  exceeding  0.1%  (hidden  load)  pending 
Net  of  absorption  of  expenses  by  fund  sponsor,    NA:  Not  applicable  or  not  available. 
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MHE  ^VE:RE  doing  BUSI1VE:SS  in  the  pacific  rim  WTHl 
THE  FIGURING  ^VAS  DONE  ON  AN  ABACUS.  TheAIGCompo 
have  been  doing  business  in  ihe  Asia/Pacific  region  for  over  70  gears.  Infaci  u'c  began  providing  insuran 
Shanghai  in  1919.  and  our  netuwk  has  now  grown  to  include  virtually  ei^ry  major  economy  you  may  do  busi 


[I  uorldiDide.  Our  experience  in  overseas  markets  and  our  understanding  oj  local  business  practices  and 
n  irance  needs  give  AIG  people  a  unique  advantage  when  serving  multinational  businesses  around  the  world, 
ether  it's  computers,  steel  textiles  or  global  finance.  In  the  booming  Pacific  Rim  or  anywhere  else  in  the  world. 
WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group.  Inc..  DepL  A.  7()  Pine  Street.  New  York.  NY  1()27<). 
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Nothing 

SHck, 

Nothing 

Trendy. 

Just 

Hard 

Work 

1 


Consistent 
Results* 


The  Nicholas  Family  of  Funds 
700  N.  Water  Street 
Milwaukee.  WI.  53202 
(414)272-6133 


I  am  interested  in  the  following: 

n  Nicholas  Fund 

D  Nicholas  II 

D  Nicholas  Limited  Edition 

D  Nicholas  Income  Fund 

D  Nicholas  Money  Market  Fund 

For  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  fc»r 
a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money 

Name 

Address 

City 

State 7ip 


Performance     Fund/distributor 
UP  DOWN 

markets     markets 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Common  Sense-Growth/Common  Sense 
Common  Sense-Growth  &  Inc/Common  Sense 
Composite  Growth  Fund/Murphey 
Composite  Northwest  50  Fund/Murphey 
Connecticut  Mutual-Growth/Phelps 
Copley  Fund/Copley 

Counsellors  Capital  Appreciation/Counsellors 
Counsellors  Emerging  Growth/Counsellors 
Counsellors  Tandem  Securities/closed-end 
Country  Capital  Growth  Fund/Country  Cap 
Cowen  Income  +  Growth  Fund/Cowen 
Dean  Witter  American  Value/Dean  Witter 

Dean  Witter  Cap  Growth  Sees/Dean  Witter 
Dean  Witter  Devel  Growth  Sees/Dean  Witter 
Dean  Witter  Div  Growth  Sees/Dean  Witter 
Dean  Witter  Natural  Res  Devel/Dean  Witter 
Dean  Witter  Option  Income/Dean  Witter 
Dean  Witter  Utilities  Fund/Dean  Witter 

Dean  Witter  Value-Added  Mkt-Equity/Dean  Witter 
Delaware  Group  Decatur  Fund-I/Delaware 
Delaware  Group  Decatur  Fund-I I/Delaware 
Delaware  Group  DelCap  Fund-I/Delaware 
Delaware  Group  Trend  Fund/Delaware 
Dodge  &  Cox  Stock  Fund/Dodge  &  Cox 

Dreyfus  Capital  Value  Fund/Dreyfus 
Dreyfus  Fund/Dreyfus 
Dreyfus  Growth  Opportunity  Fund/Dreyfus 
Dreyfus  Leverage  Fund/Dreyfus 
Dreyfus  New  Leaders  Fund/Dreyfus 
Dreyfus  Peoples  Index/Dreyfus 

Dreyfus  Strategic  Aggres  Inv/Dreyfus 
Dreyfus  Strategic  Investing/Dreyfus 
Dreyfus  Third  Century  Fund/Dreyfus 
Eaton  Vance  Equity-Income/Eaton  Vance 
Eaton  Vance  Growth  Fund/Eaton  Vance 
Eaton  Vance  Special  Equities/Eaton  Vance 
Eaton  Vance  Stock  Fund/Eaton  Vance 


■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     *  Fund  ruX  in  operation  fO" 
period,     t  Closed  to  new  investors.    §  Distributormayimposeredemption(ee.whichpfoceedsr«vert' 
fund.     Expense  ratio  is  in  italics  if  the  fund  has  a  sharehoider-paid  12b- 1  ptsn  excteding  0  1\  (hi 
load)  pending  or  in  force,    b:  Includes  back-end  load  that  reverts  to  distnbutor.    p:  N«t  of  ateor 

Distributor  table,  page  294.  Rules,  page  210. 


c 

B 

D 

B 

C 

B 

Total  return 

Annual        Last 

Y 

average 

11/80 

to  6/91 

12 
months 

14.2% 

7.4% 

3 

12.2% 

6.0% 

2 

» 

5.4% 

1 

* 

2.7 

2 

13.0% 

10.7 

2 

* 

11.7 

C 

* 

2.7 

C 

* 

4.1 

no 

♦ 

2.3 

1 

* 

2.9 

C 

* 

10.6 

C 

11.7 

5.7 

2 

» 

5.7 

4 

10.9 

13.8 

0 

—  ' 

14.6 

0 

—  ' 

-5.2 

nO' 

—  ' 

7.1 

3 

_^           T 

-3.3 

1 

♦ 

11.4 

8 

* 

6.3 

5 

♦ 

5.8 

1 

13.9 

-0.2 

6 

♦ 

3.9 

4 

« 

5.3 

2 

14.2 

-4.7 

0 

15.1 

4.5 

3 

w 

13.4 

1 

11.9 

1.9 

4 

7.8 

2.6 

2 

11.4 

9.5 

4 

♦ 

3.3 

1 

• 

19 

1 

._    * 

66 

noif 

___    * 

12.6 

M 

9.8 

10.9 

i! 

—  • 

1.4 

5-^ 

13.1 

2.8 

I 

11.5 

10.6 

no.. 

12.6 

3.9 

4 
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'-Ass( 

n 

) 

nfr 

Maximum 

sales 

charge 

Annual 
expenses 
per  $100 

; 

%  change 
91vs90 

$1.29 

'3 

17% 

8.50% 

$1.53 

5 

13 

8.50 

1.37 

,8 

-2 

4.00 

1.22 

'9 

74 

4.50 

1.26p 

J3 

-17 

6.25 

1.19 

1 

?8 

-7 

none 

1.50p 

D8 

46 

none 

1.04p 

31 

0 

none 

1.25p 

1 

i8 

6 

NA 

2.33 

J2 

1 

3.00 

0.82 

32 

-27 

4.85 

2.04 

i 

24 

22 

5.00b 

1.70 

1 

50 

134 

5.00b 

1.92 

1 

00 

3 

5.00b 

1.98 

88 

2 

5.00b 

1.51 

i 

33 

-16 

5.00b 

1.80 

J 

39 

-22 

5.00b 

2.11 

5 

il2 

19 

5.00b 

1.67 

1 

.39 

-6 

5.00b 

1.90 

i 

i 

)42 
}85 

-11 
3 

8.50 
4.75 

0.70 
1.25 

I 

333 

74 

4.75 

1.41 

J 

79 

-11 

4.75 

1.30 

1 

239 

52 

none 

0.65 

I 

760^ 

12 

4.50 

1.20 

i 

715 

-1 

none 

0.77 

I 

515 

1 

none 

0.98 

I 

479 

1 

4.50 

1.05 

1 

161 

-12 

none§ 

1.42 

1 

54 

178 

none§ 

0.00 

« 

58 

-28 

3.00 

1.50p 

2 

8 

4.50 

1.50p 

'l^bO 

32 

none 

1.05 

l\    ^3 

25 

6.00b 

1.43p 

.0 

43 

4.75 

0.95 

■t    61 

2 

4.75 

1.06 

ttn 
k 

r 

=15 

-4 

4.75 

0.99 

tenses  by  fund  sponsor, 
raiable. 

NA:  Not  applicable  or 

LOOKING  AHEAD  AT  THE  '90s 


Health  Care:  A 
Decade  of  Opportunity 

The  important  trends  that  have  fueled  the  growth  of  many  health  care 
stocks  in  the  '80s  are  still  intact  in  the  '90s:  an  aging  population,  demand 
for  better  care  and  increased  spending  on  medical  ser\  ices. 

If  you'd  like  to  participate  in  health  care  opportunities,  consider 
Fidelity  Select  Health  Care  Portfobo.  The  Portfolio  invests  in  the 
stocks  of  companies  involved  in  pharmaceuticals,  biotechnolog\.  medical 
technology  and  health  care  services. 

Share  price  will  fluctuate,  and  may  be  more  volatile  than  stock  funds 
that  invest  across  many  industries.  Start  with  only  $1,000;  S500  for  IR.\s. 


Call  24  hours  1-800-544-8888 


Fidelity  Select  Portfolios. "  For  more  complete  information  about 
Fidelity  Select  Portfolios' .  including  management  fees,  expenses  and  the  funds'  3%  sales 
charge,  call  or  write  for  a  free  prospectus.  Please  read  it  carefully  before  investing  or 
sending  monev.  Fidelit\  Distributors  Corporation  (General  Distribution  .^gent).  PO.  Box 
660603.  Dallas.  TX  -5'266-0603. 


Fideiiiy 


4r 


Invesimeitis^ 

CODE;  FORB/HEA/090291 
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Government-Backed  Quality 

VANGUARD'S  LOWER  COSTS 
MEAN  HIGHER  GNM A  YIELDS. 


If  you  are  seeking  high  current 
income  and  relative  safety,  consider 
the  Vanguard  GNMA  Portfolio. 

This  actively  managed  portfolio 
invests  in  U.S.  Treasury-backed 
AAA-rated  Ginnie  Mae  Certificates. 
In  addition  to  the  traditional  low- 
risk  and  high  yield  of  Ginnie  Mae 
investments,  this  Portfolio  offers 
the  extra  benefits  of  Vanguard's 
cost  advantage.  R)r  example,  the 
Portfolio's  annual  operating  costs, 
as  a  percentage  of  net  assets,  are 
less  than  one-third  the  average  for 
a  fixed  income  fund— 0.34%  vs. 
1.06%.*  And  all  things  being  equal, 
lower  costs  mean  higher  yields. 

The  Federal  guarantee  assures 
timely  payment  of  principal  and 
interest  on  Ginnie  Maes  and  mini- 
mizes credit  risk.  The  share  price 
and  yield,  of  course,  will  fluctuate 
with  interest  rates.  Initial  invest- 
ment in  this  commission-free 
Portfolio:  $3,000;  $500  for  IRAs. 


Call  1-800'662'SHIP 

Any  Hour,  Any  Day 

For  a  Free  GNMA  Portfolio 

Information  Kit. 

*Lipper-Director's  Analytical  Service. 

Please  send  me  a  free  GNMA  Portfolio 
Information  Kit  containing  a  prospec- 
tus with  more  complete  information  on 
advisory  fees,  distribution  charges  and 
other  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money.  Also  send 
me  information  on: 
D  IRA  (71)    DKeogh/PensionCTO) 

Vanguard  GNMA  Portfolio 

RO.  Box  2800 

Valley  Forge,  Pennsylvania  19482 


Name. 


Address. 


City. 

08) 


State. 


Zip. 


FBll  245 


TH^feuvniandcROUP 

*^Of  INVtSTA«NT  COMfANILS 


Jlt~A\ 


UiTv''. 


*-#'^- 


•<ri»>». 


'X 


Data  General 


For  the  price 

ofoneAViiON7000 
you  can  save  $4,000,000 
(now  that's  a  lot  of  pizza!) 

Compared  to  a  huge  $4,100,000  mainframe,  the  new  AViiON  7000 
Open  System  gives  you  117  MIPS  of  mainframe  power-for  a 
starting  price  of  less  than  $100,000.  That  saves  you 
lot  of  dough!  How  did  we  do  it?  ^wy^y<yy\/,^^ 
We  created  a  system  that    ^f<^^^-^  ir^^^c^ 

has  a  brain  you 
can  fit  in  a  pizza  box! 
But  you  get  major 
mainframe  power  ^ 
And  our  new  ,^^ 
disk  array  technology  '  "^^.^ , 
can  offer  you  up  to 

48  gigabytes  of 
cost-effective,  fault 
tolerant  storage.  These 

UNIX-based  systems  support  the 

leading  databases,  business  applications 

and  communications  software. 

So  if  you  want  to  go  easy  on  your  budget,  call 

1-800-DATA  GEN 

And  then  ^^o  order  a  pizza- 
vou  deserve  it! 


Life  just  got 

a  whole  lot  easier! 


c  \'*i\  Daia  y..enera' 
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FUND  SURVEY 


Performance 

UP         DOWN 
markets    markets 


Fund/distributor 


A+ 


■  B 


D 

A 

B 

6 

■  A 

■  D 

A  + 

B 

■  B 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Eaton  Vance  Total  Return  Trust/Eaton  Vance 
Eclipse  Financial  Asset-Equity/Eclipse 
Emblem-Earnings  Momentum/Winsbury 
Emblem-Relative  Value/Winsbury 
Enterprise  Group-Growth/Enterprise 
Enterprise  Group-Growth  &  Income/Enterprise 

Equitable  Funds-Growth*/Equitable 
Equity  Strategies  Fund/EQSF 
Evergreen  Fund/Lieber 
Evergreen  Limited  Market  Fund/Lieber 
Evergreen  Total  Return  Fund/Lieber 
Evergreen  Value  Timing  Fund/Lieber 

FBL-Growth  Common  Stock/FBL 
Federated  Growth  Trust/Federated 
Federated  Stock  Trust/Federated 
Fidelity  Blue  Chip  Growth  Fund/Fidelity 
Fidelity  Capital  Appreciation/Fidelity 
Fidelity  Contrafund/Fidelity 

Fidelity  Destiny  Portfolio  I/Fidelity 
Fidelity  Destiny  Portfolio  ll/Fidelity 
Fidelity  Disciplined  Equity/Fidelity 
Fidelity  Equity-Income/Fidelity 
Fidelity  Fund/Fidelity 
Fidelity  Growth  &  Income/Fidelity 

Fidelity  Growth  Company/Fidelity 
Fidelity  Low-Priced  Stock  Fund/Fidelity 
Fidelity  Magellan  Fund/Fidelity 
Fidelity  OTC  Portfolio/Fidelity 
Fidelity  Real  Estate  Investment/Fidelity 
Fidelity  Retirement  Growth VFidelity 

Fidelity  Select-Biotechnology/Fidelity 
Fidelity  Select-Chemicals/Fidelity 
Fidelity  Select-Energy/Fidelity 
Fidelity  Select-Energy  Service/Fidelity 
Fidelity  Select-Environ  Service/Fidelity 
Fidelity  Select-Financial  Services/Fidelity 
Fidelity  Select-Food  &  Agricultur'-ZFidelity 


Total  return 

Annual         Last 
average          12 
1 1/80        months 
to  6/91 

Yield 

Assets 

6/30/91    %  change 
($mil)      91vs90 

Maximum 

sales 

charge 

expen  L 
per$l,l 

14.2% 

7.4% 

3.3% 

12.2% 

6.0% 

2.6% 

$1.2S 

*■ 

7.8% 

6.2% 

$477 

-1% 

4.75% 

Simi 

* 

1.2 

2.6 

135 

-32 

none 

tM 

* 

7.0 

1.6 

31 

15 

4.00 

9 1 

—    * 

6.9 

2.3 

163 

27 

4.00 

oil 

15.1% 

7.0 

1.2 

64 

5 

4.75 

/■I 

* 

4.3 

3.9 

31 

-12 

4.75 

11 

* 

13.4 

0.3 

25 

36 

5.25 

1 

—  * 

-5.6 

none 

64 

-7 

t 

■   -      1 

11.9 

6.1 

1.4 

716 

-3 

none 

:  17  • 

* 

7.1 

2.9 

45 

6 

^ 

133 

14.0 

6.0 

6.0 

1.109 

-10 

none 

1.23  :jl 

* 

6.8 

2.5 

42 

8 

none 

1.50 

7.6 

11.6 

5.2 

36 

2 

5.00b 

1.62 

* 

6.1 

3.4 

221 

23 

none 

lOK 

* 

6.0 

2.6 

367 

-18 

none 

l4 

* 

12.1 

0.9 

190 

27 

3.00 

1.35 

* 

-2.5 

1.1 

1,339 

-35 

3.00 

0.93 

15.0 

21.0 

0.4 

601 

12 

3.00 

1.06 

18.3 

12.3 

0.7 

2,024 

10 

•• 

0.44." 

* 

14.5 

1.5 

326 

48 

•' 

o.aOL 

* 

8.6 

2.0 

133 

7 

none 

1.24f 

14.8 

3.3 

6.5 

4,089 

-14 

2.00 

0  70. 

13.8 

6.8 

4.0 

1,257 

9 

none 

0.66 

* 

14.2 

2.8 

2.433 

28 

2.00 

0.86t 

* 

12.5 

none 

1,024 

52 

3.00 

i.m 

* 

15.2 

1.2 

214 

96 

none 

i-i 

21.8 

9.7 

1.7 

15,252 

9 

3.00 

1.061 

* 

13.7 

0.2 

811 

11 

3.00 

1.37 

—  * 

14.6 

5.2 

55 

21 

none 

I.^ 

—  * 

-3.4 

0.7 

1,454 

-10 

none 

'T 

* 

49.9 

0.1 

483 

208 

3.00 

1.63- 

—    ■* 

12.9 

0.5 

27 

24 

3.00 

250(' 

* 

-5.1 

0.1 

86 

0 

3.00 

1  79  ' 

* 

-17.3 

0.2 

57 

-29 

3.00 

182 

* 

-6.7 

none 

92 

-29 

3.00 

2,03 

* 

3.3 

1.7 

39 

74 

3.00 

2  49 

♦ 

12.8 

0.9 

73 

132 

3.00 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     '  Fund  not  in  operation  for  full  period,     t  Closed  to  new  investois.    5  Distributor  may  impdl 
redemptlonfee,  which  proceeds  revert  to  the  fund.     FKpenseratioismitalicsifthefundhasashareholderpaid  12b-l  plineitC€«ding0.1%(hKkienkyh  ' 

or  in  force.     #Fund  tias  two  classes  of  shares.  Performance  figures  are  for  class  with  front-end  load  and  no  or  low  121>-1  plan.  Assets  en 
fund.     *•  Available  only  through  monthly  contractual  plan,     b:  Includes  back-end  load  that  reverts  to  distributor,    p:  Net  of  absorption  of  expenseb  t)y  («tt 
sponsor.     NA:  Not  applicable  or  not  available.     'Formerly  Fidelity  Freedom  Fund.  I 

Distributor  table,  page  294.  Rules,  page  210. 
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Forlx-s  ■  September  2,  19* 


teinRoe  High-Yield 
unicipals: 

Over  Past  5  Years 


iccording  to  Lipper  Analytical 
'ices,  Inc.,  SteinRoe  High-Yield 
licipals  ranked  first  in  total 
|irn  among  the  15  funds  in  the 
-yield  municipal  bond  category 
the  5-year  period  ended  6/30/91.* 
-or  the  same  period,  High-Yield 
[nicipals  turned  in  a  better  per- 
lance  record  than  many  taxable 
J  funds,  according  to  Lipper, 
still  provided  significant  tax- 
ings benefits  to  investors.  When 
iparing  different  investment  ve- 
lles  be  sure  to  consider  the  dif- 
;nt  features  of  the  securities. 
IHigh-Yield  Municipals  delivered 
|ne-year  total  return  of  8.79%,  a 
'ear  average  annual  total  return 
10.02%  and  an  1 1.39%  average 
lual  total  return  since  the  fund 
Is  established  on  3/5/84. 


interrupt  your 
ding  to  bring  you 
special  message 
bout  high  returns 
rom  tax-exempt 
ecurities. 

teinRoe  High-Yield  Municipals  delivers  returns 
mt  rival  and  even  surpass  the  returns  of  many 
ixable  bond  funds.  Find  out  more  about  this  Fund 
uid,  how  it  can  fit  into  your  investment  plans. 


The  Fund's  success  can  be  attri- 
buted to  its  investment  philosophy. 
The  manager  strives  to  provide 
superior  results  by  capitalizing  on 
opportunities  for  high-yield  through 
medium-  and  lower-quality  secur- 
ities and  careful  use  of  higher-grade 
bonds.  Because  medium-and  lower- 
quality  securities  tend  to  have 
greater  credit  and  other  risks,  they 
generally  offer  a  higher- yield.  We 
manage  these  risks  through  inte^ng^^^Jje 
dit  research,  identifying  those 
issues  we  believe  to  be  tno^^ 
creditworthy  i\\an  suggested 
by  the  market. 

Before  in- 
vesting in  anV 
municipal 
bond  fund,/ 

you  should  \ 


consider  these  investment  basics. 
First,  yield  alone  is  not  the  best 
comparison.  Instead,  look  at  total 
return,  which  includes  changes  in 
share  price  and  reinvestment  of  in- 
come and  capital  gain  distributions. 
Second,  past  performance  is  no 
guarantee  of  future  results.  Third, 
share  price  and  investment  return 
will  vary,  so  you  may  have  a  gain 
or  loss  when  you  sell  shares.  Finally, 
capital  gains  are  subject  to  state, 
local  and  federal  taxes;  income 
may  be  subject  to  state  and  local 
taxes,  and  federal  Alternative 
Minimum  Tax. 

SteinRoe  High-Yield  Municipals 
is  a  pure  n o - 1  o a^^ni^.  w i t h  no 
sales  charge  BMBHI  ^^'' buy- 
ing or  selling  UIuLH^^ares, 
1 00  %  your  tnO'.HjEwH  "^y  >s  i"- 


SteinRoe  High-Yield  Municipals 
Average  Annual  Total  Returns  through  6/30/91 


FREE  Investment 
Strategy  Guide 

If  you  think  you've  heard 
it  ail  before,  this  Guide  was 
written  for  you.  It's  rich  in 
information  you  can  use  to 
choose  the  investments  best 
suited  for  your  goals  and  risk 
tolerance. 

*High-Yield  Municipals  ranked  #6  out  of  26  funds 
for  the  onc-ycar  pcriixJ  ended  6/30/91. 

Liberly  Securilies  Corpt>ration.  Distributor 


Please  send  me  a  FREE  Investment  Strategy  Guide  along  with  a  prospectus 
containing  more  complete  information  on  SteinRoe  High-'i'icid  Municipals.  I 
will  read  it  carefully  before  I  invest  or  send  money. 


STATE 


ZIP 


Call  toll-free  24  hours  a  day 

1  800  338-2550 
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STEIN  ROE 


Mfitual  Funds 


(l07Mli:  AD«)i;3J«l(KI«NSy 


P  O  Box  1 143.  Chicago.  II.  6<)^go 
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FUND  SURVEY 


Performance 

UP         DOWN 
markets    markets 


Fund/distributor 


A+ 


■ 

t     IF 

p 

■  A 

B 

D 

B 

C 

C 

■  C 

C 

D 

C 

D 

B 

B 

Total  return 

Annual         Last 
average          12 
1 1/80       months 
to  6/91 

Yield 

Assets 

6/30/91    %  change 
($mil)      9l¥s90 

Maximum 

sales 

charge 

Annua 

expend 
per$ic 

14.2% 

7.4% 

3.3% 

siir 

12.2% 

6.0% 

2.6% 

$1.29 

* 

45.0% 

0.5% 

$639 

119% 

3.00% 

$1.5^ 

* 

-2.6 

0.9 

39 

-24 

3.00 

2* 

* 

43.3 

none 

119 

166 

3.00 

1.94 

* 

21.9 

1.2 

71 

NM 

3.00 

2.49|^ 

* 

15.7 

1.3 

29 

331 

3.00 

2.5al 

* 

17.4 

none 

30 

184 

3.00 

2.5^ 

* 

12.8 

0.6 

92 

-1 

3.00 

i.8aH 

* 

-1.8 

1.8 

52 

-34 

3.00 

I.97I 

* 

7.9 

2.8 

194 

45 

3.00 

I.65I 

* 

13.4 

3.7 

209 

8 

4.75 

J.SM 

10.6% 

2.2 

0.5 

781 

-7 

none 

CflH 

* 

9.8 

5.7 

318 

76 

none 

0.94  I 

12.8 

5.8 

4.2 

117 

-1 

none 

1.06  1 

* 

3.3 

1.3 

30 

21 

none 

1.50  1 

9.8 

7.9 

0.6 

84 

15 

none 

i.isi 

10.5 

5.5 

2.0 

388 

-6 

none 

0.7^ 

15.6 

13.2 

3.5 

881 

54 

none 

aJH 

* 

11.6 

2.8 

35 

1 

none 

l.OOpI 

* 

10.3 

5.0 

58 

11 

none 

1.00  1 

* 

23.5 

0.1 

41 

NM 

none 

1.281 

* 

-8.0 

0.1 

45 

14 

none 

1.32  I 

* 

41.5 

0.5 

360 

309 

none 

1.12  1 

* 

4.5 

none 

39 

-16 

none 

I.25I 

—  * 

3.1 

3.8 

51 

73 

none 

l.28|! 

* 

-2.5 

2.4 

74 

-18 

none§ 

2.00^ 

* 

9.3 

2.6 

66 

6 

NA 

1.55; 

* 

2.7 

1.8 

66 

53 

6.90 

i.5V 

* 

-7.3 

none 

43 

-19 

4.60 

l.M 

* 

9.7 

1.7 

53 

23 

4.50 

1.29i 

•k 

4.7 

4.4 

200 

11 

4.50 

0.92l^ 

* 

18.5 

5.9 

29 

15 

nofie 

1.4$'. 

* 

13.9 

4.5 

34 

13 

none 

1.5i 

* 

10.8 

7.1 

73 

95 

1.75b 

1.0^ 

12.9 

4.7 

2.2 

258 

0 

nooe 

1.07  , 

* 

9.2 

1.2 

72 

1 

none 

1.71- 

12.3 

2.5 

1.5 

100 

-11 

nooe 

1.4 

11.4 

17.6 

1.5 

121 

69 

none 

1.20 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Fidelity  Select-Health  Care/Fidelity 
Fidelity  Select-Leisure/Fidelity 
Fidelity  Select-Medical  Delivery/Fidelity 
Fidelity  Select-Paper  &  Forest  Prods/Fidelity 
Fidelity  Select-Regional  Banks/Fidelity 
Fidelity  Select-Retailing/Fidelity 

Fidelity  Select-Technology/Fidelity 
Fidelity  Select-Telecom/Fidelity 
Fidelity  Select-Utilities/Fidelity 
Fidelity  Special  Sits-PlymouthVFidelity 
Fidelity  Trend  Fund/Fidelity 
Fidelity  Utilities  Income/Fidelity 

Fidelity  Value  Fund/Fidelity 
Fiduciary  Capital  Growth/Fiduciary  Mgmt 
Financial  Dynamics  Fund/lnvesco 
Financial  Industrial  Fund/lnvesco 
Financial  Industrial  Income/lnvesco 
Financial  Series-Equity/lnvesco 

Financial  Series-Flex/lnvesco 
Financial  Strategic-FinI  Svcs/lnvesco 
Financial  Strategic-Gold/I nvesco 
Financial  Strategic-Health  Sci/lnvesco 
Financial  Strategic-Technology/I  nvesco 
Financial  Strategic-Utilities/I  nvesco 

First  Eagle  Fund  of  America/First  Eagle 
First  Financial  Fund/closed-end 
First  Investors  Blue  Chip/First  Inv 
Flag  Investors  Emerging  Growth/Brown 
Flag  Investors  Quality  Growth/Brown 
Flag  Investors  Telephone  Income/Brown 

Flex-funds-Growth  Fund^/Flex 
Flex-funds-Muirfield  Fund/Flex 
Fortress  Utility  Fund/Federated 
Founders  Blue  Chip/Founders 
Founders  Frontier  Fund/Founders 
Founders  Growth  Fund/Founders 
Founders  Special  Fund/Founders 

■  Fund  r.jtcrl  for  two  periods  only;  maximum  allowable  grade  A.     *  Fund  not  in  operation  for  full  period,     t  Closed  to  new  investors.    §  Distributor  may  impoM 
redemption  ti-e,  which  proci  e.fs  revert  to  the  fund .     Expense  ratio  is  m  italics  if  the  fund  has  a  shareholder-paid  1 2b- 1  plan  exceeding  0. 1  %  (hidden  K»d)  pendlH 
or  in  force,     h:  Includes  hack  end  load  that  reverts  to  distributor,     p:  Net  of  absorption  of  expenses  by  fund  sponsor,     NA:  Not  applicable  or  not  available. 
NM:  Not  meaningful  'Initial    i.iss  of  shares  not  open  to  new  investors.     'Reflects  performance  of  Retirement  Growth  Fund  prior  to  3/89  merger. 

Distributor  table,  page  294.  Rules,  page  210. 
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Forbes  ■  Scptcml-vcr  2,  19^ 


^  I         To  the  birds,  it  matters  very  little  that  these  boxes 
f  recycled  paper  reflect  a  child's  creativity  and  involvement. 

But  to  the  environmental  education  program  that 
istributes  these  take-home  nests,  and  Phillips  Petroleum, 
ho  sponsors  them,  it  matters  a  great  deal. 


Because  as  life  unfolds  inside  these  cardboard  walls, 
so  too  does  an  enduring  understanding  and  respect  for  the 
wonder  of  it  all.  Helping  students  realize  a  greater  awareness 
and  responsibility  for  the  environment. 

And  confirming  our  belief  that  when  you  teach  a 
child  about  nature,  he  learns  facts  about  nature. 

But  bond  a  child  with  nature,  and  he  leams  to  care. 

PHILUPS  PETROLEUM  COMPANYQ 


for  more  injormation  aboul  the  Bird  Box  Program  and  what  we  are  doing  to  protect  our  environment,  wriU:  Bird  Box,  Phillips  Petroleum  Company. 
16C4  Phillips  Building,  Bartlesville,  Oklahoma  7^00'\. 
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PRINTCNS 

MODEMS                               POMTAaLCS 

NCTWORKINC 

HYUNDAI  PCs 

ARE  MAKING  THEIR 

MARK  IN 

NEW  MEXICO 


IT'S  A  PLACE  USED  TO  THINGS  LASTING  A  LONG  TIME. 

Man  has  been  making  his  mark  in  New  Mexico  for  thousands  of  years.  And  it  appears 
that  the  communication  of  information  was  as  vital  a  need  in  prehistoric  times  as  it  is  now. 

Today,  the  need  of  the  State's  Division  of  Vocational  Rehabilitation  is  for  word  proces- 
sing, spreadsheets,  bulletin  board  communication  and  database  applications.  And  reliability. 

So,  they  looked  carefully  at  a  number  of  different  PC  systems  and  in  the  end  chose 
Hyundai."  They  based  their  decision  on  user  preference,  price,  performance  and  warranty 
They  liked  Hyundai's  18-month  warranty  It  lasts  much  longer  than  those  offered  by  other 
brand  name  PCs.  And  things  that  last  count  for  a  lot  in  the  desert  Southwest. 

Hyundai  has  the  broadest  line  of  PC-compatible  computers  and  peripherals  avail- 
able. From  powerful  desktop  machines  to  the  latest  portable  technology.  All  competitively 
priced.  And  all  available  from  a  first-class,  nationwide  network  of  dealers,  who  also  provide 
comprehensive  product  support,  including  a  24-hour  "Service-on-Site"  option. 

If  you  want  an  information  system  that  will  make  a  long  lasting  mark  on  your 
business  call  on  H\  undai. 
Hyundai  Electronics  America.  166  Baypointe  Parkway.  San  Jose.  Califomia  95134 
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FUND  SURVEY 


Performance 

UP         DOWN 
markets    markets 

Fund/distributor 

Total  return 

Annual         Last 
average          12 
1 1/80       months 
to  6/91 

Yield 

As. 

6/30/91 
($mil) 

rj^t- 

Maximum 

sales 

charge 

%  change 
91vs90 

Standard  &  Poor's  500  stock  average 

14.2% 

7.4% 

3.3% 

Forbes  stock  fund  composite 

12.2% 

6.0% 

2.6% 

B 

C 

FPA  Capital  Fund/Angeles  Sees 

11.6% 

6.7% 

1.2% 

$84 

4% 

6.50% 

$lij 

B 

A 

FPA  Paramount  Fund/Angeles  Sees 

16.9 

14.5 

4.0 

235 

7 

t 

0.1 

FPA  Perennial  Fund/Angeles  Sees 

* 

7.5 

3.5 

57 

-3 

6.50 

iJ 

B 

D 

Franklin  DynaTech  Fund/Franklin 

10.4 

4.7 

2.0 

45 

1 

4.00 

0.1 

B 

D 

Franklin  Equity  Fund/Franklin 

11.7 

5.0 

2.0 

375 

-7 

4.00 

o.n 

B 

B 

Franklin  Growth  Fund/Franklin 

14.7 

9.0 

2.1 

275 

49 

4.00 

073 

D 

B 

Franklin  Premier  Return/Franklin 

9.7 

3.1 

3.4 

32 

-23 

4.00 

0:: 

Franklin  Rising  Dividends/Franklin 

* 

20.1 

1.9 

49 

20 

4.00 

:  -. 

F 

A  + 

Franklin  Utilities  Fund/Franklin 

16.0 

8.5 

7.2 

1,031 

33 

4.00 

0-- 

Freedom  Inv-Gold  &  Govt/Freedom 

* 

3.6 

7.3 

58 

-16 

3.00b 

Freedom  Inv-Regional  Bank/Freedom 

* 

10.8 

2.9 

51 

-17 

3.00b 

^  . 

Freedom  Inv  Ill-Environmental/Freedom 

* 

-11.2 

1.3 

46 

-25 

4.50 

i.75 

A 

B 

Fundamenbi  Investors/American  Funds 

15.6 

2.9 

3.0 

965 

16 

5.75 

aA 

Gabelli  Asset  Fund/Gabelli 

* 

8.4 

4.4 

442 

16 

none 

1.2L 

Gabelli  Equity  Trust/closed-end 

* 

1.8 

3.2 

510 

-5 

NA 

Gabelli  Growth  Fund/Gabelli 

* 

4.1 

2.2 

307 

54 

none 

Di. 

Gabelli  Value  Fund/Gabelli 

* 

6.5 

4.4 

779 

-25 

5.50 

1.3^ 

D 

A 

Gateway  Index  Plus  Fund/Gateway 

10.5 

12.3 

2.5 

64 

31 

none 

1.34 

General  Aggressive  Growth/Dreyfus 

* 

5.5 

1.9 

55 

12 

none 

:.2i4 

A 

D 

General  American  Investors/closed-end 

14.3 

13.7 

0.8 

477 

8 

NA 

.    '..■  '' 

Gintel  Capital  Appreciation  Fund/Gintel 

* 

3.7 

2.2 

35 

2 

none 

;:c 

D 

■  A 

Gintel  Erisa  Fund/Gintel 

* 

0.2 

4.2 

80 

-10 

none 

:  6i 

GIT  Equity  Trust-Special  Growth/GIT 

* 

3.7 

1.5 

58 

34 

none 

.a 

Gradison  Established  Growth/Gradison 

* 

5.9 

2.9 

155 

11 

none 

IX 

Gradison  Opportunity  Growth/Gradison 

* 

4.6 

1.8 

30 

13 

none 

161 

B 

8 

Growth  Fund  of  America/American  Funds 

14.1 

5.6 

2.3 

2.563 

17 

5.75 

O^i 

Growth  Fund  of  Washington/Washington 

* 

1.3 

2.1 

39 

-25 

5.00 

:6i 

GT  Global  Growth-America/GT  Global 

* 

-11.4 

none 

90 

33 

4.75 

:x 

A 

B 

Guardian  Park  Ave  Fund/Guardian 

15.7 

3.7 

1.7 

259 

2 

4.50 

C67 

GW  Sierra-Growth  &  Income/Gt  Western 

* 

6.7 

2.5 

34 

61 

4.50 

15C 

B 

D 

John  Hancock  Growth  Fund/Haneock 

9.5 

0.7 

1.1 

126 

0 

4.50 

146 

H&Q  Healthcare  Investors/ciosed-end 

* 

31.4 

0.4 

87 

23 

NA 

165 

Harbor  Capital  Appreeiation/HCA 

-_    * 

4.3 

1.1 

71 

1 

none 

0.87 

Harbor  Growth  Fund/HCA 

* 

12.6 

0.6 

193 

18 

none 

0  93 

Harbor  Value/HCA 

* 

4.1 

3.9 

35 

18 

none 

0^: 

A-t- 

F 

Hartwell  Emerging  Growth/Keystone 

9.4 

0.6 

none 

48 

67 

4.75 

2.5C 

Helmsman-Disciplined  Equ.ty/SEI 

• 

1.8 

3.7 

74 

5 

none 

0.35 
■tXe 

■  Fund  rated  for  two 
redemption  fee,  \Ahic 
or  in  force,     b:  Indi 

periods  only;  maximum  allowable  grade  A.     *  Fund  not  in  operation  for  full  period,     t  Closed  to  new  investors.    4  Distributor  - 
:h  proceeds  revert  to  the  fund.     Expense  ratio  is  in  italics  ifttie  fund  f\as  a  sfiareholderpaid  I2t>-1  pt*n  eKtedtngO  I  %  (hiMen  K\' 
jdes  back-end  load  that  reverts  to  distributor,    p:  Net  of  absorption  of  expenses  by  fund  sponsor.    NA:  Not  appiicable  or  not  maik 

Distributor  table,  page  294. 
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B90DHI- 


/ 


RAPID  TM^SIT 
AUTHORITY. 


Our  credentials'^  We  can  get  your  document  or 
package  between  major  U.S.  cities  m  the  same  day. 

We  deliver  overnight  to  189  locations  overseas. 
We're  faster  than  Federal  Express  to  127  countries. 

And  we  go  to  more  countries  around  the  world 


than  Federal  or  UPS.  Nearly  190.  and  counting. 

We've  been  the  authority  for  more  than  twenty 
years.  And  every  day.  it  shows. 

For  same^y  service,  call  1-800- DHL-ASA  P  Or 
for  express  overnight  service,  1-800-CALL-DHL. 


V'i 


WOftLOWIOf  fX^ft€JI 


F.ASTFR  F)  MORI  ni  Till  \\r)RlD 


iviuun  runuu 


FUND  SURVEY 


Performance      Fund/distributor 
UP  DOWN 

markets      markets 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Helmsman-Growth  Equity/SEI 
Helmsman-Income  Equity/SEI 
Heritage  Capital  Appreciation/Heritage 
HighMark  Income  Equity/Winsbury 
HT  Insight-Equity  Fund/TBC 
Wayne  Hummer  Growth  Fund/Hummer 


A 

B 

lAI  Regional  Fund/IAI  Funds 

C 

B 

lAI  Stock  Fund/IAI  Funds 

IDEX  Fund/ldex 

IDEX  ll/ldex 

IDEX  Fund  3/ldex 

IDS  Blue  Chip  Advantage/IDS 

B 

■  D 

IDS  Discovery  Fund/IDS 

B 

C 

IDS  Equity  Plus/IDS 

A+ 

D 

IDS  Growth  Fund/IDS 

IDS  Managed  Retirement  Fund/IDS 

A 

C 

IDS  New  Dimensions  Fund/IDS 

D 

B 

IDS  Progressive  Fund/IDS 

C  B         IDS  Stock  Fund/IDS 

IDS  Strategy-Aggressive  Equity/I DS 

IDSStrategy-Equity/IDS 

IDS  Utilities  Income/IDS 

Inefficient-Market  Fund/closed-end 
B  B         InvestmentCoof  America/American  Funds 

C  D         ITB-Growth  Opportunities/TNE 

A  D         Investors  Research  Fund/Diversified 

C  A         Ivy  Growth  Fund/Ivy 

B  A         Janus  Fund/Janus 

Janus  Twenty  Fund/Janus 

Janus  Venture  Fund/Janus 

D  B         JP  Growth  Fund/Jefferson-Pilot 

Kaufmann  Fund/Kaufmann 
Kemper  Blue  Chip  Fund/Kemper 
Kemper  Environmental  Services/Kemper 

A  D         Kemper  Growth  Fund/Kemper 

Kemper  Invest-Equity/Kemper 

A  D         Kemper  Summit  Fund/Kemper 


Total  return 

Annual         Last 
average  12 

1 1/80       months 
to  6/91 


Yield 


14.2% 
12.2% 


16.0% 
13.2 


12.7 
13.3 

* 

16.4 
11.2 

12,7 


15.9 

8.7 
10.9 
15.6 
16.4 


12.9 

« 

« 

* 

13.0 

* 

11.6 


7.4% 
6.0% 

8.6% 
,7.5 

0.9 

7.0 

3.9 
13.1 

8.2 
-2.0 
8.0 
8.3 
8.3 
7.0 

4.4 

6.9 

2.3 

4.3 
12.2 
-0.2 

8.8 
3.3 
7.5 
7.4 
1.5 
8.3 

7.5 

5.6 

7.3 

7.4 
10.8 
11.9 

3.8 
8.7 
7.9 

-1.5 
15.0 

9.1 

9.7 


3.3% 
2.6% 

1.6% 

4.4 

2.7 

4.9 

3.1 

2.2 

1.8 
1.8 

1.1 
1.2 
1.3 
2.3 

1.2 
2.2 
1.9 
2.6 
2.0 
3.5 

4.1 
1.2 
3.1 
6.2 
5.2 
3.7 

3.0 
4.8 
2.0 
1.9 
1.0 
0.3 

2.2 

none 

1.3 
none 

1,0 
none 

1.3 


Assets 

6/30/91    %  change 
($mil)      91vs90 


$54 
74 
61 
46 
30 
37 

325 

93 
161 

98 
170 

54 

189 
397 
739 
874 
1,316 
131 

1,418 

352 

386 

252 

47 

7,643 

62 

61 

209 

1,960 

547 

745 

28 

68 

51 

65 

487 

372 

241 


68% 
98 
-8 
8 
42 
38 

70 

16 
73 

6 

4 
214 

10 
-1 
-6 
10 
44 
-16 

3 
11 
15 
28 
-7 
30 

0 

-9 

3 

57 

166 

221 

2 
30 
47 
-6 
31 
10 
-11 


Maximum     Aim^ 
sales       expei 
charge     per  $ 


$1.2 


none 

none 

4.00% 

none 

450 

none 

none 
none 
8.50 
5.50 
t 
5.00 

5.00 
5.00 
5.00 
5.00 
5.00 
5.00 

5.00 
5.00b 
5.00b 
5.00 
NA 
5.75 

5.75 
6.75 
none 
none 
none 
none 

5.50 

non€§ 

5.75 

5.75 

5.75 

3.00b 

5.75 


«$.4 

0.- 
1.9 
1.1 
Id 

1.0 
1.0 

^ 

1.4 

1.3 

ca 

0.7 

0.6« 
0.8' 
0.8' 
0.8};     [ 
0.9J; 

O.fr; 

1.6 

1.6t 

0.8i 

1.3: 

0.5t 

l.K 

0.85' 
1.2SI 
0,9e 

i.o: 
igt 

08f 


1.5i 
13f 
101 


U-tiC 


■  Fund  fdipd  tor  two  periods  only;  maximum  allowable  grade  A.  *  Fund  not  in  operation  for  full  period,  t  Closed  to  new  mvestors.  §  Distributor  ■ 
redemption  fee,  which  p-oceeds  revert  to  the  fund.  Expense  ratio  is  m  italics  if  the  fund  fias  a  sfiaretiolderpaid  12b- 1  plan  exceeding  0. 1  %  (hKkhn  U\ 
or  in  force,    b:  Includes  ujck-tni  load  that  reverts  to  distributor,    p:  Net  of  absorption  of  expenses  by  fund  sponsor.    NA:  Not  applicable  or  rwt  available 

Distributor  table,  page  294.  Rules,  page  210. 
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Forbes  ■  September  2 . 


Performance     Fund/distributor 
UP          DOWN 
irkets     markets 

Total  return 

Annual         Last 
average          12 
1 1/80       months 
to  6/91 

Yield 

Assets 

6/30/91    %  change 
($mil)      91vs90 

Maximum 

sales 

charge 

Annual 
exF>enses 
per  $100 

Standard  &  Poor's  500  stock  average 

14.2% 

7.4% 

3.3% 

Forbes  stock  fund  composite 

12.2% 

6.0% 

2.6% 

$1.29 

C 

D 

Kemper  Technology  Fund/Kemper 

9.2% 

-1.3% 

1.9% 

$538 

-9% 

5.75% 

$0.82 

A 

D 

Keystone  America  Omega/Keystone 

10.1 

11.1 

1.5 

47 

9 

4.75 

1.73 

B 

D 

Keystone  Custodian  K-2/Keystone 

10.5 

5.5 

2.0 

301 

-7 

4.00b 

1.64 

C 

C 

Keystone  Custodian  S-1/Keystone 

10.2 

6.1 

2.0 

164 

-12 

4.00b 

2.41 

B 

D 

Keystone  Custodian  S-3/Keystone 

11.0 

6.5 

0.9 

243 

-8 

4.00b 

1.58 

A 

F 

Keystone  Custodian  S-4/Keystone 

6.3 

6.6 

none 

561 

-1 

4.00b 

1.71 

Kidder,  Peabody  Equity  Income/Kidder 

* 

11.2 

2.4 

90 

36 

4.00 

1.45 

Legg  Mason  Special  Investment/Legg  Mason 

* 

14.3 

1.8 

122 

54 

none 

2.16 

Legg  Mason  Total  Return  Trust/Legg  Mason 

* 

2.5 

2.9 

26 

5 

none 

2.50 

■  C 

■  B 

Legg  Mason  Value  Trust/Legg  Mason 

* 

-5.2 

2.5 

668 

-19 

none 

1.89p 

B 

8 

Lexington  Corp  Leaders  Trust/Lexington 

14.1 

2.7 

3.5 

91 

-2 

none 

0.67 

C 

C 

Lexington  Growth  &  IncomeVLexington 

11.0 

0.4 

1.6 

112 

-7 

none 

1.04 

B 

F 

Lexington  Worldwide  Emerg  Mkts^/Lexington 

7.1 

-0.9 

2.6 

26 

-8 

none 

1.42 

Liberty  All-Star  Equity  Fund/closed-end 

* 

12.1 

9.4 

530 

2 

NA 

1.23 

Liberty  Utility  Fund/Federated 

* 

10.9 

7.0 

177 

173 

4.50 

1.02p 

Lindner  Dividend  Fund/Lindner 

* 

8.9 

8.5 

186 

21 

none 

0.87 

D 

A+ 

Lindner  Fund/Lindner 

15.8 

-0.1 

4.8 

783 

9 

none 

0.83 

C 

D 

Lord  Abbett  Developing  Growth/Lord  Abbett 

7.0 

2.4 

0.2 

127 

-10 

6.75 

1.31 

■  B 

■  C 

Lord  Abbe^  Value  Appreciation/Lord  Abbett 

* 

4.4 

2.5 

155 

-12 

6.75 

1.18 

,    D 

A 

Lutheran  Brotherhood  Fund/Lutheran 

14.1 

5.1 

1.8 

322 

3 

5.00 

1.05 

4 

Mackenzie  American  Fund/Mackenzie 

* 

-5.9 

1.1 

44 

-20 

5.75 

2.22 

MainStay-Capital  Appreciation/NYLife 

♦ 

9.1 

none 

52 

27 

5.00b 

2.46 

MainStay-Value  Fund/NYLife 

♦ 

11.9 

1.7 

40 

20 

5.00b 

2.48 

A 

C 

Mairs  &  Power  Growth  Fund/Mairs  &  Power 

13.8 

19.0 

1.3 

28 

15 

none 

1.05 

B 

C 

Horace  Mann  Growth  Fund/Mann 

12.1 

9.1 

3.6 

114 

9 

t 

0.78 

B 

C 

Mass  Capital  Development  Fund/Mass  FinI 

11.4 

5.2 

2.4 

709 

-9 

5.75 

0.80 

B 

D 

Mass  Financial  Development/Mass  FinI 

10.7 

0.3 

2.8 

213 

-11 

5.75 

0.83 

A 

■  D 

Mass  Financial  Emerging  Growth/Mass  FinI 

* 

2.6 

none 

188 

-10 

5.75 

1.40 

■  B 

■  D 

Mass  Financial  Special  Fund/Mass  FinI 

♦ 

-4.0 

1.0 

107 

-15 

5.75 

1.51 

C 

C 

Mass  Investors  Growth  Stock/Mass  FinI 

11.1 

1.9 

0.3 

873 

-6 

5.75 

0.53 

B 

C 

Mass  Investors  Trust/Mass  FinI 

12.8 

5.2 

3.1 

1,384 

-2 

5.75 

0.47 

C 

C 

Mathers  Fund/Mathers 

11.3 

8.6 

5.4 

436 

79 

none 

0.98 

C 

B 

Merrill  Lynch  Basic  Value'^/ML  Funds 

14.6 

5.3 

5.1 

2,365 

-5 

6.50 

NA 

C 

A 

Merrill  Lynch  Capital  Fund'^/ML  Funds 

15.6 

8.7 

5.1 

2,011 

45 

6.50 

0.58 

Merrill  Lynch  Devel  Capital  Mkts/ML  Funds 
Merrill  Lynch  Fund  for  Tomorrow*/ML  Funds 

* 

* 

^.0 
6.5 

6.2 
2.4 

112 
444 

8 
-16 

4.00§ 
6.50 

NA 
0.96 

Merrill  Lynch  Grow  Inv  &  Retire*/ML  Funds 

* 

7.4 

none 

770 

34 

6.50 

0.87 

■  Fund  rated  for  two 
redemption  fee.  whic 
or  in  force.    #Fund 
back-end  load  that  r 
Fund.    ^Formerly  U 

periods  only;  maximum  allowable  grade  A.     *  Fund  not  in  operation  for  full  period,     t  Closed  to  new  investors.     §  Distributor  may  impose 
:h  proceeds  revert  to  the  fund.     Expense  ratio  is  in  italics  if  tfie  fund  tias  a  shareholder-paid  12t>- 1  plan  exceeding  0.1%  (hidden  load)  pending 
las  two  classes  of  shares.  Performance  figures  are  for  class  with  front-end  load  and  no  or  low  1 2b- 1  plan .  Assets  are  for  entire  f  und .     b:  Includes 
jverts  to  distributor,     p:  Net  of  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available.     'Formerly  Lexington  Research 
'xington  Growth  Fund. 

Distributor  table, 

page  294. 

Rules,  page  210. 
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diuuiv  ruNUd 


FUND  SURVEY 


Performance 

UP         DOWN 
markets    markets 


Fund/distributor 


c 

C 

A 

B 

B 

C 

D 

C 

D 

A  + 

D 

A  + 

D 

C 

D 

B 

B 

B 

C 

B 

B 

C 

A 

C 

D 

A 

D 

C 

A 

F 

D 

A 

A 

B 

C 

B 

A 

C 

B 

D 

D 

D 

Total  return 

Annual         Last 
average          12 
1 1/80       months 
to  6/91 

Yield 

Assets 

6/30/91    %  change 
($mil)      91vs90 

Maximum 

sales 

charge 

1 

Annual 
expenses 
per  $100 

14.2% 

7.4% 

3.3% 

12.2% 

6.0% 

2.6% 

$1.29     V 

* 

0.8% 

2.9% 

$318 

-22% 

6.50% 

$097     M 

3.6% 

-0.8 

1.3 

53 

-6 

6.50 

188  ly 

* 

2.0 

6.0 

316 

-18 

6.50 

0.91 

* 

11.3 

2.5 

41 

126 

none 

1.52p 

* 

-1.7 

0.4 

63 

7 

4.50 

l-50p   1 

* 

-6.4 

5.8 

45 

-9 

4.50 

1.50p   - 

* 

-6.1 

1.7 

36 

0 

4.50 

1.50p 

* 

8.1 

1.2 

281 

19 

6.00b 

2.38     ' 

* 

9.4 

none 

106 

5 

6.00b 

2.75     ' 

* 

-1.2 

none 

166 

-15 

6.00b 

2.50     t 

* 

8.5 

4.2 

242 

13 

6.00b 

2.37 

* 

-0.4 

0.2 

108 

-14 

5.75 

1.77     ' 

* 

-2.4 

none 

56 

-6 

NA 

2.01 

11.6 

1.6 

2.2 

42 

-18 

none 

1.39 

15.9 

6.1 

3.0 

42 

10 

4.75 

1.01 

11.6 

-6.0 

0.9 

66 

8 

4.75 

1.29 

10.6 

2.6 

3.8 

448 

-2 

none 

0.85 

15.3 

4.1 

4.4 

2,705 

-13 

t 

0.85 

17.1 

4.3 

5.0 

1,157 

-14 

t 

0.89 

6.5 

7.8 

1.6 

33 

0 

none 

1.70 

11.1 

2.9 

1.6 

207 

-8 

5.75 

1.41 

15.3 

11.8 

2.5 

565 

U 

7.50 

0.62 

14.6 

4.7 

3.3 

245 

0 

7.50 

0.68 

* 

4.4 

0.6 

26 

18 

none§ 

2.00p 

13.4 

8.5 

2.6 

582 

4 

none 

0.86 

14.1 

3.8 

1.5 

398 

-7 

none 

1.20 

14.1 

5.1 

4.2 

824 

4 

none 

0.91 

8.3 

2.5 

1.9 

387 

-7 

none 

0.92 

8.4 

8.0 

1.4 

27 

9 

none 

1.98 

* 

0.7 

2.5 

891 

-3 

5.75 

0.92 

11.3 

5.6 

3.9 

59 

1 

6.50 

1.58 

18.0 

12.8 

0.6 

734 

15 

6.50 

1.23 

13.2 

1.9 

2.6 

141 

-3 

6.50 

1.31 

15.5 

6.9 

2.0 

377 

8 

4.75 

1.00 

10.2 

5.4 

3.4 

35 

0 

none 

1.30 

7.4 

-2.8 

3.7 

222 

-6 

NA 

1.13 

* 

1.9 

0.2 

103 

-28 

5.25 

1.16    ' 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Merrill  Lynch  Natural  Res#/ML  Funds 
Merrill  Lynch  Special  Value^/ML  Funds 
Merrill  Lynch  Strategic  Div*/ML  Funds 
Merriman  Timed  Capital  Apprec/Merriman 
MetLife-State  Street  Cap  Apprec/MetLife 
MetLife-State  Street  Equity  Inc/MetLife 

MetLife-State  Street  Equity  Inv/MetLife 
MFS  Lifetime  Capital  Growth/Mass  FinI 
MFS  Lifetime  Emerging  Growth/Mass  FinI 
MFS  Lifetime  Managed  Sectors/Mass  FinI 
MFS  Lifetime  Total  Return/Mass  FinI 
MFS  Managed  Sectors  Trust/Mass  FinI 

Morgan  Grenfell  SmallCap  Fund/closed-end 
MSB  Fund/Nationar 
Mutual  Benefit  Fund/Mutual  Benefit 
Mutual  of  Omaha  Growth/Mutual  of  Omaha 
Mutual  Series-Beacon/Heine  Sees 
Mutual  Series-Mutual  Shares/Heine  Sees 

Mutual  Series-Qualified/Heine  Sees 
National  Industries  Fund/Stonebridge 
National  Stock  Fund/National  Sees 
Nationwide  Fund/Nationwide 
Nationwide  Growth  Fund/Nationwide 
N  &  B  Genesis  Fund/N  &  B 

N  &  B  Guardian  Fund/N  &  B 

N  &  B  Manhattan  Fund/N  &  B 

N  &  B  Partners  Fund/N  &  B 

N  &  B  Selected  Sectors  Plus  Energy/N  &  B 

Neuwirth  Fund/Wood  Struthers 

New  Economy  Fund/American  Funds 

New  England  Balanced/TNE 
New  England  Growth  Fund/TNE 
New  England  Retirement  Equity/TNE 
New  York  Venture  Fund/Venture 
Newton  Growth  Fund/Newton 
Niagara  Share  Corp/closed-end 
NicholasApplegate  Growth  Eq#/Prudential 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *  Fund  not  in  operation  for  full  period,  t  Closed  to  new  investors.  §  Dislnbutw  nwy  impose 
redemption  fee,  wfiich  proceeds  revert  to  the  fund.  Expense  ratio  is  in  italics  ifttie  fund  has  a  stiaretiolder-paid  I2t>-1  plan  exceeding 0. 1  %  (htdden  load) pending 
orinforce.  #Fund  has  two  classes  of  shares.  Performance  figures  are  for  class  with  front-end  load  and  no  or  low  12bl  plan.  Assetsarefor  enttrefund.  b:lnclud« 
back-end  load  that  reverts  to  distributor     p:  Net  of  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available. 


Distributor  table,  page  294.  Rules,  page  210. 
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^^t'OAD 


mCOME  STOCKS 
FOB  LOWER  MSK 

T.  BOWS  PRICE  EQUITY  MCOME  FUiro  POTS  DIVDEND  niWER  TO  1^ 

This  Fund,  our  most  conservative  stock  fund,  seeks  high  current  income  and  capital  growth 
by  investing  in  dividend-paying  stocks  of  established  companies.  Its  approach  is  designed  to 
help  you  benefit  from  the  strong  retiim  potential  of  stocks 
witiiout  a  lot  of  risk. 

High  divldeiids  for  extra  stability  and  enhanced  return 
potential.  Historically,  a  high  level  of  dividend  income 
has  been  a  stabilizing  component  of  a  stock's  total  return 
through  both  up  and  down  markets.  Reinvestment  and 
compounding  of  dividends  has  significantly  enhanced 
total  returns  as  well.  In  fact,  for  the  decade  ended 
December  1990,  reinvested  dividends  contributed  an 
impressive  46%  of  the  S<SiP  500's  total  return. 

A  proven  performer.  The  Fund's  focus  on  stocks  which 
pay  relatively  high  dividends  has  produced  strong  returns 
since  its  1985  introduction.  As  the  chart  shows,  $10,000 
invested  when  the  Fund  started  would  have  grown  to 
ahnost  $23,000  by  June  1991.  In  addition,  the  Fund  has 
earned  a  5- star  (hi^est)  rating  from  Momingstar,  an 

independent  mutual  fund  rating  service  i 1 

that  measures  the  performance  of  funds 
relative  to  the  risks  they  take. 

$2,500  minimum  ($1,000  for  IRAs). 
No  sales  charges. 


HOW  $10,000  INVESTED  10/31/85 
WOULD  HAVE  GROWN* 
$25,000i 


20,000 


15,000 


10,000 


10/85  6/91 

12/85  12/86  12/87  12/88  12/89  12/90 


Average 

Annual 

Total  Return 

88  0(6/30/91 


1  year 
9.80% 


5  years 
11.45% 


Since 
Inception 

15.67% 


Call  84  hours  for 
free  Informatton  kit 

1-800-541-7885 


T.  Rowe  Price,  100  E.  Pratt  St.,  Baltimore,  MD  21202 

Please  send  a  prospectus  with  more  complete  information, 
including  management  fees  and  other  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest  or  send  money. 
Also  send  information  for:  D  IRA  D  Keogh 


M 


Name 


Address 


City/State/Zip 


EIF013200 


Phone 


D  Home        D  Business 


Invest  With  Confidence 

TRoweRice 


ixf^f^  s"°^'*'S  cumulative  total  return  10/31/85  to  6/30/91.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gams  distributions, 
fotal  return  represents  past  performance.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at  original 
xjrchase.  There  is  no  guarantee  that  the  Fund  can  achieve  its  objectives.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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B 

B 

C 

F 

F 

A  + 

D 

C 

C 

■  D 

A 

D 

B 

C 

D 

B 

C 

B 

B 

B 

D 

D 

D 

C 

I 


■  B 

■  A 


Total 

return 

Last 

12 

months 

Yield 

AS! 

6/30/91 
($mil) 

Tf^ 

Maximum 

sales 

charge 

Annual 
expense 
per$10< 

i 

Annual 

average 

11/80 

to  6/91 

%  change 
91vs90 

14.2% 

7.4% 

3.3% 

12.2% 

6.0% 

2.6% 

$1.29 
$0.81 

16.2% 

11.7% 

1.7% 

$1,715 

13% 

none 

* 

13.3 

1.5 

454 

6 

none 

0.72 

;  * 

14.8 

0.8 

115 

61 

none 

1.07 

11.9 

9.8 

0.9 

32 

17 

none 

1.60 

* 

6.9 

3.8 

63 

-3 

none 

l.OOp 

* 

6.9 

0.9 

87 

40 

4.75% 

1.54 

14.9 

3.7 

5.4 

1,393 

5 

8.50 

0.78' 

5.9 

11.7 

2.3 

203 

3 

8.50 

1.10 

12.0 

4.3 

4.0 

169 

-30 

8.50 

1.01 

9.3 

9.4 

2.5 

551 

0 

8.50 

0.93 

* 

6.3 

1.5' 

314 

149 

5.75 

1.33 

12.8 

2.5 

3.6 

309 

-8 

8.50 

0.95 

11.0 

5.4 

3.5 

455 

7 

5.75 

0.98 

* 

9.6 

2.8 

46 

11 

5.75 

1.30p 

10.5 

-3.1 

0.6 

245 

-16 

5.75 

1.47 

* 

17.3 

none 

118 

18 

4.50 

1.55p 

* 

0.6 

0.3 

106 

-2 

5.00b 

2.27 

* 

8.0 

2.1 

193 

198 

4.50 

1.50 

* 

6.6 

1.0 

85 

1 

4.50 

1.62 

* 

21.2 

2.3 

43 

-14 

4.50 

1.67 

* 

-0.5 

3.9 

299 

21 

4.50 

1.15p 

* 

8.2 

4.7 

151 

57 

4.50 

1.18p 

* 

-6.8 

1.1 

108 

14 

4.50 

1.20p 

* 

3.8 

0.8 

29 
155 

10 
200 

3.50 

1.61 

* 

10.0 

none 

5.50 

2.20 

* 

9.2 

10.8 

193 

0 

NA 

1.45 

13.1 

7.0 

3.6 

212 

0 

4.75 

0.94 

14.0 

5.0 

2.3 

703 

3 

non€§ 

0.94 

5.8 

1.9 

3.8 

313 

-2 

NA 

0.62 

8.1 

^,0 

2.7 

89 

-11 

none 

1.19 

18.3 

13.5 

2.6 

977 

29 

4.75 

1.08 

* 

27.5 

1.1 

65 

480 

4.75 

1.50 

* 

7.4 

1.2 

120 

-4 

4.75 

1.16 

* 

13.1 

4.6 

32 

2 

4.75 

1.58 

* 

-1.9e 

none 

59 

23 

none 

0.98p 

* 

14.2e 

2.5 

55 

38 

none 

0.95p 

10.8 

5.4 

1.5 

200 

-11 

4.75 

1.60 

Performance      Fund/distributor 
UP  DOWN 

markets     markets 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Nicholas  Fund/Nicholas 

Nicholas  ll/Nicholas 

Nicholas  Limited  Edition/Nicholas 

Northeast  Investors  Growth/Northeast  Inv 

Olympic  Trust-Equity  Income/Olympic 

Oppenheimer  Discovery/Oppenheimer 

Oppenheimer  Equity  Income/Oppenheimer 
Oppenheimer  Fund/Oppenheimer 
Oppenheimer  Premium  IncomeVOppenheimer 
Oppenheimer  Special  Fund/Oppenheimer 
Oppenheimer  TargetVOppenheimer 
Oppenheimer  Time  Fund/Oppenheimer 

Oppenheimer  Total  Return/Oppenheimer 
Oppenheimer  Value  Stock^/Oppenheimer 
Over-the-Counter  Securities  Fund/USF&G 
Pacific  Horizon-Aggres  Growth/Concord  FinI 
PaineWebber  Blue  Chip  Growth^/PaineWebber 
PaineWebber  Dividend  Growth/PaineWebber 

PaineWebber  Growth  Fund/PaineWebber 
PaineWebber  Regional  FinI  Grow/PaineWebber 
Parkstone  Equity/Winsbury 
Parkstone  High  Income  Equity/Winsbury 
Parkstone  Small  Cap  Value/Winsbury 
Parnassus  Fund/Parnassus 

Pasadena  Growth  Fund/Pasadena  Growth 
Patriot  Premium  Dividend  Fund/closed-end 
Penn  Square  Mutual  Fund/Penn  Square 
Pennsylvania  Mutual  Fund/Penn  Mutual 
Petroleum  &  Resources  Corp/closed-end 
Philadelphia  Fund/Baxter 

Phoenix  Growth  Fund/Phoenix 
Phoenix  Multi-Capital  Apprec/Phoenix 
Phoenix  Stock  Fund/Phoenix 
Phoenix  Total  Return/Phoenix 
Pierpont  Capital  Appreciation*/TBC 
Pierpont  Equity  Fund*/TBC 
L    C  C         Pilgrim  MagnaCap  FundWilgrim 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *  Fund  not  in  operation  for  full  period,  t  Closed  to  new  investors.  §  Distributor  may  impost 
redemption  fee,  which  proceeds  revert  to  the  fund  Expense  ratio  is  in  italics  if  the  fund  tias  a  stiaretiolder-paid  12b- 1  plan  exceeding  0. 1  %  (htMen  toad)  pending 
or  in  foice.  b:  Includes  back-end  load  that  reverts  to  distributor,  e:  Estimate,  p:  Net  of  absorption  of  expenses  by  fund  sponsor.  NA:  Not  appticable  or  i>  t 
available.  'Merged  into  Oppenheimer  Asset  Alloc.ition  on  7/11/91.  See  balanced  tables.  'Reflects  performance  of  Oppenheimer  Regency  Fund  prK)fto6/21/*^l 
merger.  ='FormerlyMassMutual  Integrity— Value  Stock.  '•FormerlyPameWebber  Master  Growth  Fund.  Asof  7/1/91  twociassesofsharesavailaWe.onewithtToo; 
end  load,  the  other  with  exit  fee  and  1 2b- 1 .     'Results  are  as  of  5/31/9 1 .     •Reflects  performance  of  Pilgrim  Fund  prior  to  6/85  merger. 

Distributor  table,  page  294.  Rules,  page  210. 
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Schwab  wrote  the  book  on  how 
to  find  a  Financial  Advisor. 


As  your  capital  multiplies,  so  does 
the  time  and  skill  it  takes  to  invest. 

If  you're  like  many  investors,  you 
might  prefer  professional  guidance. 
At  Schwab,  we  recommend  getting 
objective  advice  that's  free  of  sales 
pressure.  So  we  wrote  this  book  to 
help  you  find  an  expert-one  who's 
concerned  with  your  best  interests. 

The  Charles  Schwab  Guide  to 
Selecting  a  Financial  Advisor  gives 
you  the  information  you  need  to  single 
out  which  advisor  feels  right  to  you. 

Here  are  the  key  questions  to  ask. 
Plus  a  few  tips  to  help  you  assess 
whether  their  style  and  strategies 
are  compatible  with  your  financial 

goals. 

This  guide  also  includes  a  directory 
with  addresses,  phone  numbers  and 
stated  investment  philosophies  of  over 
250  advisors. 

If  you'd  appreciate  help  managing 
your  money,  call  now  for  your  free  copy 
of  the  new,  expanded  edition  of  The 
Charles  Schwab  Guide  to  Selecting 
a  Financial  Advisor. 

*Charles  Schwab  &  Co.,  Inc.  does  not  endorse  or 
recommend  any  particular  advisor.  None  of  these  Finzincial 
Advisors  are  employed  by  Charles  Schwab  &  Co.,  Inc. 

Call  now,  toll-free: 
800-442-5111  ext.  233 


Charles  Schwab 


lOer  SIPC/New  York  Stock  Exchange,  Inc.     ©  1991  Charles  Schwab  &  Co..  Inc      All  Rights  Reserved 
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FUND  SURVEY 


Performance 

UP         DOWN 
markets    markets 


Fund/distributor 


^Total  return 

Annual         Last 
average  12 

1 1/80       months 
to  6/91 


Yield  Assets Maximum     Annual 

6/30/91    %  change      sales       expense 
($mil)      91vs90      charge     per$10( 


Standard  &  Poor's  500  stock  average 

14.2% 

7.4% 

3.3% 

Forbes  stock  fund  composite 

12.2% 

6.0% 

2.6% 

$1.29 

Pilgrim  Regional  Bankshares/closed-end 

* 

14.4% 

6.4% 

$92 

3% 

NA 

$1.29 

c 

C 

Pine  Street  Fund/Fund/Plan 

10.4% 

3.8 

3.3 

47 

-7 

none 

1.21p 

c 

C 

Pioneer  Fund/Pioneer 

10.4 

3.7 

3.2 

1,553 

-1 

8.50% 

0.78 

B 

C 

Pioneer  1  I/Pioneer 

12.8 

-1.4 

3.2 

3,999 

-9 

8.50 

0.84 

■  B 

■  B 

Pioneer  Three/Pioneer 

* 

6.3 

2.6 

681 

-4 

8.50 

0.77 

Piper  Jaffray  Emerging  Growth/Piper 

* 

14.7 

0.3 

41 

265 

4.00 

1.30p 

Kj^ 

Piper  Jaffray  Value  Fund/Piper 

* 

13.3 

1.3 

86 

64 

4.00 

1.32p 

^hI[' 

Plymouth  Growth  Opportunities/Fidelity 

* 

16.3 

0.9 

137 

144 

4.75 

1.94 

^B 

Portico-Equity  Index  Fund/Sunstone 

* 

7.1 

2.7 

46 

28 

none 

0.50p 

^^P 

Portico-Income  &  Growth  Fund/Sunstone 

* 

8.8 

4.0 

88 

41 

none 

0.75p 

^K 

Portico-Special  Growth  Fund/Sunstone 

* 

21.6 

1.4 

71 

58 

none 

0.75p 

Hi 

T  Rowe  Price  Capital  Appreciation/Price 

* 

10.7 

3.4 

180 

11 

none 

1.25p 

T  Rowe  Price  Equity  Income  Fund/Price 

* 

9.8 

5.4 

1,112 

11 

none 

1.09 

■c 

■  B 

T  Rowe  Price  Growth  &  Income/Price 

* 

7.1 

5.0 

582 

4 

none 

0.97 

c 

D 

T  Rowe  Price  Growth  Stock  Fund/Price 

9.7 

0.9 

2.6 

1,577 

-3 

none 

0.85 

T  Rowe  Price  New  America  Growth/Price 

* 

6.2 

0.9 

159 

13 

none 

1.25p 

c 

D 

T  Rowe  Price  New  Era  Fund/Price 

8.6 

2.1 

3.1 

765 

-2 

none 

0.87 

B 

D 

T  Rowe  Price  New  Horizons  Fund/Price 

8.0 

3.2 

0.7 

1,191 

13 

none 

0.90 

T  Rowe  Price  Science  &  Technology/Price 

* 

2.9 

0.7 

137 

58 

none 

1.25p 

■ 

T  Rowe  Price  Small-Cap  Value  Fund/Price 

* 

4.1 

2.4 

43 

32 

none 

1.25p 

■ 

T  Rowe  Price  Spectrum  Growth/Price 

* 

3.1 

1.9 

86 

NM 

none 

0.95    j 

Primary  Trend  Fund/Primary  Trend 

* 

10.7 

4.9 

33 

-14 

none 

1.20    ' 

1 

c 

A 

Princor  Capital  Accumulation/Princor 

14.1 

7.9 

2.0 

144 

4 

5.00 

1.10    ' 

A 

D 

Princor  Growth  Fund/Princor 

11.1 

12.2 

1.6 

41 

15 

5.00 

1.24 

C 

B 

ProvidentMutual  Growth/Provident 

12.8 

3.8 

0.2 

121 

-22 

6.00 

1.64 

D 

B 

ProvidentMutual  Investment  Shrs/Provident 

12.7 

-5.4 

0.9 

188 

-17 

6.00 

1.37 

B 

■  B 

Prudential  Equity  Fund*/Prudential 

* 

14.6 

3.0 

820 

25 

4.50 

1.01 

Prudential  Equity  Incomer/Prudential 

* 

9.2 

3.3 

141 

-4 

5.25 

1.42 

Prudential  FlexiFund-Conserv^/Prudential 

* 

7.8 

4.1 

162 

4 

5.25 

1.27 

Prudential  FlexiFund-Strategy'^/Prudential 

* 

10.6 

3.2 

216 

23 

5.25 

1.3C 

i  B 

■  D 

Prudential  Growth  Oppor^/Prudential 

• 

6.0 

0.7 

131 

-2 

5.25 

1.48 

Prudential  Multi-Sector*/Prudential 

* 

7.1 

3.3 

139 

-1 

5.25 

1.35 

■  c 

■  B 

Prudential  Option  Growth*/Prudential 

« 

2.5 

2.2 

51 

-17 

5.25 

1.96 

■  B 

■  C 

Prudential  Research  Fund*/Prudential 

* 

1.4 

1.7 

266 

-18 

5.25 

1.46 

D 

■  A 

Prudential  Utility  Fund*/Prudential 

* 

4.5 

5.2 

2,513 

1 

5.25 

0.97 

D 

F 

Putnam  Energy-Resources  Trust/Putnam 

1.6 

1.1 

3.1 

120 

-5 

5.75 

1.60 

C 

B 

Putnam  Fund  forGrowth  &  Inc/Putmm 

13.6 

8.5 

5.1 

2,395 

12 

5.75 

1.07 

■  Fund  rated  for  two 
redemption  fee,  whic 
or  in  force     #Fundh 
back-end  load  that  rt 
'Formerly  Prudential 

periods  only;  maximum  allowable  grade  A.     *  Fund  not  in  operation  for  full  period,    t  Closed  to  new  investors.    §  Distributor  may  impost 
h  proceeds  revert  to  the  fund.    Exper}se  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  12b-l  plan  exceedir\g  0.1\  (htdden  losd)  pending 
as  two  classes  of  shares.  Performance  figures  are  for  class  with  front-end  load  and  no  or  low  12b- 1  plan.  Assets  are  for  entire  fund,    b:  IfKludes 
>verts  to  distributor,    p:  Net  of  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available.     NM;  Not  meaningful 

FlexiFund-Aggressive. 

Distributor  table,  page  294.  Rules,  page  210.                                                  ^AS 
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^K.  Letiget  down  to  business.  24  houre.  That's  all  we  get.  And  still  for  some,  it's  just  not  enough.  Now  of  course,  we 


don't  presume  to  tell  you  how  to  spend  your  time.  Just  how  to  save  it.  The  way  we  see  it,  the  phone  is  the  shortest 

.tance  between  a  problem  and  a  solution.  Unlike  a  memo  or  business  letter,  it  allows  you  to  deal  with  problems 

mediJtely.  And  get  results  immediately.  Compared  to  a  personal  sales  call,  it  not  only  can  save  you  a  bundle  of 

■ne,  but  a  bundle  of  that  other  precious  commodity.  It  lets  you  sell  faster.  Distribute  faster.  Collect  money  faster.  Go  to 

nch  faster.  See  your  front  door  faster.  Need  we  go  on?  U^^HI  Because  after  all,  it's  about  time.  Isn't  it? 
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FUND  SURVEY 


Performance 

UP         DOWN 
markets    markets 

Fund/distributor 

Total  return 

Annual         Last 
average          12 
11/80       months 
to  6/91 

Yield 

Assets 

6/30/91    %  change 
($mil)      91vs90 

Maximum 

sales 

charge 

Annual! 
expeniJ 
perSlfll 

Standard  &  Poor's  500  stock  average 

14.2% 

7.4% 

3.3% 

Forbes  stock  fund  composite 

12.2% 

6.0% 

2.6% 

$1.29 

A 

■  D 

Putnam  Health  Sciences  Trust/Putnam 

* 

22.3% 

1.2% 

$567 

63% 

5.75% 

$1.29 

Putnam  Information  Sciences/Putnam 

* 

-5.3 

0.7 

87 

-16 

5.75 

1.79 

B 

D 

Putnam  Investors  Fund/Putnam 

11.5% 

6.7 

1.9 

709 

-1 

5.75 

0.98 

Putnam  Option  Income  Trust  1  I/Putnam 

* 

9.3 

3.2 

722 

-22 

6.75 

1.11 

■  A 

■  C 

Putnam  OTC  Emerging  Growth/Putnam 

* 

-3.8 

none 

220 

7 

5.75 

1.55 

D 

B 

Putnam  Strategic  Income/Putnam 

10.3 

7.5 

3.5 

466 

-40 

5.75 

1.15 

A 

B 

Putnam  Vista  Fund/Putnam 

14.9 

7.7 

1.5 

267 

2 

5.75 

1.05 

A  + 

D 

Putnam  Voyager  Fund/Putnam 

14.8 

11.8 

0.8 

918 

14 

5.75 

1.21 

C 

A+ 

Quest  for  Value  Fund/Quest 

17.9 

6.6 

1.6 

66 

-4 

5.50 

1.93 

Quest  for  Value  Dual-CapitaM 
Quest  for  Value  Dual-Income 

* 

11.7 

4.9 

557 

3 

none 

0.82 

Reich  &  Tang  Equity  Fund/Reich  &  Tang 

* 

6.4 

2.6 

79 

-28 

none 

1.12 

Rightime  Blue  Chip  Fund/Lincoln  Inv 

* 

16.4 

1.9 

179 

45 

4.75 

2.30 

Rightime  Fund/Lincoln  Inv 

* 

15.5 

1.7 

161 

8 

none 

2.55 

Rightime  Growth  Fund/Lincoln  Inv 

* 

5.5 

2.1 

42 

-9 

4.75 

1.92 

Robertson  Stephens  Emerging  Growths/Robertson 

—  * 

8.8 

none 

64 

233 

none 

1.5C 

Rodney  Square  Multi-Mngr-Growth/Rodney  Sq 

* 

3.6 

0.9 

48 

10 

5.75 

l.SOp 

Royce-Equity  Income/Quest  Dist 

—  * 

3.1 

4.2 

40 

76 

4.50b 

0.96p 

■  C 

■  B 

Royce  Fund-Value/Quest  Dist 

* 

2.7 

1.8 

169 

-12 

4.50b 

1.89p 

Royce  Value  Trust/closed-end 

* 

3.8 

1.6 

151 

8 

NA 

0.90 

RPF  of  America-Equity  Fund/Venture 

* 

11.6 

1.2 

31 

4 

5.00b 

Rushmore-Nova/Rushmore 

* 

0.5 

1.5 

95 

49 

none 

1.22 

B 

C 

Safeco  Equity  Fund/Safeco 

11.8 

1.9 

1.8 

67 

4 

none 

0.97 

B 

C 

Safeco  Growth  Fund/Safeco 

11.2 

5.4 

0.4 
5.5 

121 
180 

38 

none 

0.95 

D 

A 

Safeco  Income  Fund/Safeco 

13.5 

4.2 

-13 

none 

0.95 

St  Clair  Equity-Capital  Growth/Fairfield 

* 

9.1 

1.0 

57 

184 

none 

1.38p 

Salem  Funds-GrowthWederated 

-k 

8.5 

3.2 

273 

160 

4.00 

1.02 

B 

B 

Salomon  Brothers  Capital/Salomon 

13.3 

-3.7 

1.4 

80 

9 

5.00 

1.44 

C 

B 

Salomon  Brothers  Fund/closed-end 

12.1 

5.2 

3.3 

1.017 

0 

NA 

0.46 

C 
C 

B 
B 

Salomon  Brothers  Investors/Salomon 

12.3 

2.6 

3.3 

353 

-7 

5.00 

0.68 

Salomon  Brothers  Opportunity/Salomon 

14.3 

4.4 

2.6 

99 

-9 

none 

1.34 

SBSF-Growth  Fund/SBSF 

♦ 

2.7 

3.8 

101 

2 

none 

J.J5 

■  D 

■  B 

Sci/Tech  Holdings/ML  Funds 

* 

-0.7 

5.6 

133 

-15 

6.50 

1.77 

A 

C 

Scudder  Capital  Growth/Scudder 

13.2 

-0.4 

2.2 

934 

-6 

none 

1.07 

C 

D 

Scudder  Development  Fund/Scudder 

10.3 

10.3 

none 

479 

33 

none 

1.36 

C 

C 

Scudder  Growth  &  Income  Fund/Scudder 

10.3 

6.9 

4.6 

569 

13 

none 

1.04 

■  C 

■  C 

Security  Action  Fund/Security  Dist 

♦ 

-4.0 

0.6 

267 

6 

•  • 

0.80 

■  Fund  rated  for  two 
redemption  fee,  whic 
or  in  force.     **  Avai 
sponsor.     NA;Nota 
Emerging  Growth  Fu 

periods  only;  maximum  allowable  grade  A.     *  Fund  not  in  operation  for  full  period,     t  Closed  to  new  investors.    §  Oistnbotor  may  impoM 
:h  proceeds  revert  to  the  fund .     Expense  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  12b- 1  plan  exceeding  0. 1  %  (hiddtn  lo§d}  pending 

able  only  through  monthly  contractual  plan,     b:  Includes  back-end  load  that  reverts  to  distributor,     p-.  Net  of  absorption  of  expenses  by  fund 
pplicableornot  available,     'Dual  Fund,  Performance,  asset  and  expense  data  on  capital  and  incon>e  shares  treated  «s  a  unit.    ■Formerly  RCS 

nd,     'Fund  hjs  institutional  class  of  shares  with  noload  or  12bl  plan. 
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FUND  SURVEY 


Performance 

UP         DOWN 
markets    markets 

Fund/distributor 

Total  return 

Annual         Last 
average          12 
1 1/80       months 
to  6/91 

Yield 

Assets 

6/30/91    %  change 
($mil)      91vs90 

Maximum 

sales 

charge 

d 

Standard  &  Poor's  500  stock  average 

14.2% 

7.4% 

3.3% 

J 

Forbes  stock  fund  composite 

12.2% 

6.0% 

2.6% 

$1.29    Ij 

A 

D 

Security  Equity  Fund/Security  Dist 

11.3% 

8.2% 

2.7% 

$270 

0 

5.75% 

ij 

D 

C 

Security  Investment  Fund/Security  Dist 

7.8 

10.6 

7.4 

76 

-1% 

5.75 

i.sj 

D 

F 

Security  Ultra  Fund/Security  Dist 

4.0 

-15.0 

none 

60 

4 

5.75 

2.Qfl 

C 

A 

Selected  American  Shares/Kemper  Sees 

15.5 

16.7 

2.7 

557 

35 

none 

i.j^| 

B 

D 

Selected  Special  Shares/Kemper  Sees 

10.4 

2.7 

1.9 

59 

-1 

none 

i.^H 

A+ 

D 

Seligman  Capital  Fund/Seligman 

13.1 

10.7 

none 

134 

1 

4.75 

0.^ 

B 

B 

Seligman  Common  Stock  Fund/Seligman 

13.5 

4.1 

3.3 

459 

-8 

4.75 

0.6a 

Seligman  Communications  &  Info/Seligman 

* 

-6.8 

none 

40 

-13 

4.75 

1.67   I 

B 

D     . 

Seligman  Growth  Fund/Seligman 

10.2 

6.2 

1.3 

531 

-5 

4.75 

0.7H 

C 

A 

Sentinel  Common  Stock  Fund/Equity 

15.7 

9.2 

3.8 

605 

1 

8.50 

O.TH 

A 

D 

Sentinel  Growth  Fund/Equity 

12.8 

1.8 

1.2 

56 

-1 

5.25 

i.i9 

B 
D 

D 

Sentry  Fund/Sentry 

11.1 

12.3 

2.5 

57 

11 

none 

0.69  j 

A  + 

Sequoia  Fund/Ruane 

18.1 

7.4 

2.9 

1,029 

5 

t 

l.OOfl 

Shearson  Aggressive  Growth/Shearson 

* 

-2.1 

none 

122 

14 

5.00 

i.itI 

B 

B 

Shearson  Appreciation/Shearson 

15.0 

6.6 

2.7 

1,410 

26 

5.x 

0.8^ 

Shearson  Equity-Growth  &  Oppor/Shearson 

* 

4.2 

2.4 

138 

-24 

5.00b 

^-^v 

Shearson  Equity-Sector  Analysis/Shearson 

* 

13.0 

3.1 

177 

-17 

5.00b 

2.1^ 

I" 

Shearson  Equity-Strategic  Inv/Shearson 

* 

8.2 

3.0 

206 

-5 

5.00b 

2.(M 

■  B 

Shearson  Fundamental  Value/Shearson 

* 

0.1 

3.8 

56 

-32 

5.00 

i.ssl 

1 

Shearson  Income-Option  Inc/Shearson 

* 

12.3 

8.7 

456 

-13 

5.00b 

i.74l 

1      ' 

Shearson  Invest-Directions  Val/Shearson 

* 

1.9 

1.3 

248 

-19 

5.00b 

1.83  J 

w 

Shearson  Invest-European/Shearson 

* 

-13.0 

1.3 

28 

7 

5.00b 

2.9eA 

D 

■  B 

Shearson  Invest-Growth/Shearson 

* 

0.4 

4.4 

702 

-18 

5.00b 

i.ssV 

■  D 

■  D 

Shearson  Invest-Special  Equities/Shearson 

* 

-16.4 

3.1 

73 

-39 

5.00b 

Z35  1 

Shearson  Multiple  Oppors  LP/Shearson 

* 

2.5 

1.8 

142 

-29 

3.00b 

3.O2M 

H 

Shearson  1990s  Fund/Shearson 

* 

-2.1 

none 

46 

33 

5.00 

J.^1 

[p 

Shearson  Small  Capitalization/Shearson 

♦ 

-13.9 

none 

34 

2 

5.00 

1.53  1 

Shearson  Telecommun-Growth/Shearson 

* 

^.1 

1.8 

32 

-16 

5.00 

1.24  1 

■  A 

■  C 

Sit  New  Beginning  Growth  Fund/Sit 

* 

14.1 

0.8 

126 

71 

none 

1.10* 

Skyline  Fund-Special  Equities/Mesirow 

* 

7.2 

0.8 

34 

33 

3.85 

1.59 

fee 

C 

Smith  Barney  Equity  Fund/Smith  Barney 

11.2 

3.5 

2.8 

80 

-4 

450 

0.89 

D 

A 

Smith  Barney-Income  &  Grow/Smith  Barney 

14.9 

4.5 

6.0 

555 

-5 

450 

0.59 

C 

A  + 

SoGen  International  Fund/SoGen 

16.1 

3.5 

4.0 

262 

34 

3.75 

1.30 

Sound  Shore  Fund/Sound 

* 

3.9 

3.6 

32 

-16 

none 

1.33 

D 

A  + 

Source  Capital/closed-end 

15.6 

5.1 

3.8 

304 

-2 

NA 

0.97 

SAM  Small  Cap  Fund/Southeastern 

♦ 

-11.3 

2.6 

57 

-13 

none 

1,43 

■K 

SAM  Value  Trust/Southeastern 

—  * 

10.2 

0.6 

161 

9 

none 

1.32 

■  Fund  rated  for  two 
redemption  fee,  whic 
or  in  force,    b:  Inck 

periods  only;  maximum  allowable  grade  A.     *  Fund  not  in  operation  for  full  period,     t  Closed  to  new  investors,    §  Distributor  nwy  (mpoMi 
h  proceeds  revert  to  the  f  u  nd .     Expense  ratio  is  in  italics  if  the  fund  tias  a  shareholder-paid  12b-l  plan  exceeding  0.1\  (hidden  load) pmH/Mtl^ 
des  back-pnd  load  that  reverts  to  distributor,    p:  Net  of  absorption  of  expenses  by  fund  sponsor,     NA:  Not  applicable  or  r>ot  «vaiM>lt. 
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Whatever  your  financial  needs, 
our  numbers  give  you  an  edge. 


31000' 


^  The  Principal  Edge.® 

$31 ,000,000,000.  With 
nearly  $31  billion  in  assets 
under  management,  The  Principal 
Financial  Group  Ms  one  of  America's 
strongest  financial  services  organiza- 
tions. The  Principal'  consistently  earns 
excellent  ratings  from  Moody's,  Standard 
&  Poor's  and  A.M.  Best. 
7,500,000.  Our  individual  and  employee 
benefit  customers  now  number  7.5  million,  and 
growing. 
112.  For  112  years,  we've  been  tailoring  products 
and  services  that  give  individuals  and  businesses  an 
advantage. 

99%.  Our  accuracy  rate  on  claims.  And  we  process  those 
claims  in  6  working  days,  or  less. 
6.  We've  become  the  6th  largest  life  insurance  company 
in  the  U.S*  by  never  forgetting  who's  number  one. 
1.  You.  Because  at  The  Principal,  we  want  you  to  feel 
like  you're  our  only  customer. 

It  all  adds  up  to  The  Principal 

Edge.  To  learn  more  about  it, 

call  toll  free:  1-800-633-0323. 

The  Principal  Financial  Group, 

-   I     Des  Moines.  lA  50392-0150. 


•based  on  premium  income  for  Principal  Mutual  Life  Insurance  Company  (The  Principal)  ©  1991  Prinapal  Mutual  Life  Ins  Co 
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FUND  SURVEY 


Performance 

UP         DOWN 
markets    markets 


Fund/distributor 


B 

D 

C 

B 

B 

C 

B 

F 

A 

C 

A 

D 

D 

A-f 

c 

B 

A+ 


A 

C 

A  + 

■  F 

■  C 

■  B 

C 

B 

A 

A 

■  C 

■  C 

C 

C 

B 

C 

B 

B 

y9 

■  D 

Total  return 

Annual         Last 
average          12 
1 1/80       months 
to  6/91 

Yield 

Assets 

6/30/91    %  change 
($mil)      91vs90 

Maximum 

sales 

charge 

Annui 
experK 
per$li 

14.2% 

7.4% 

3.3% 

12.2% 

6.0% 

2.6% 

$1.29 

* 

9.5% 

0.5% 

$93 

-12% 

5.00b% 

$2.25, 

15.1% 

12.1 

4.3 

106 

32 

5.00 

1.14 

* 

7.3 

3.1 

130 

348 

none§ 

0.28( 

10.8 

7.3 

1.9 

40 

3 

4.75 

1.19 

12.8 

9.8 

3.9 

26 

8 

4.75 

0.96 

12.2 

3.9 

2.8 

584 

0 

4.50 

0.50 

4.8 

-9.3 

0.8 

111 

-31 

none 

1.29 

14.9 

2.8 

1.9 

544 

21 

none 

1.03 

9.6 

4.5 

2.0 

266 

10 

none 

0.72 

12.9 

12.2 

8.9 

33 

4 

none 

1.27, 

* 

13.8 

1.1 

91 

27 

2.00 

1.70* - 

* 

1.1 

2.1 

146 

-18 

2.00 

1.70 

* 

-12.2 

0.5 

116 

-36 

5.00b 

2.51 

* 

1.4 

none 

32 

-17 

5.75 

2.05 

* 

-0.8 

2.6 

30 

-26 

5.75 

1.84 

* 

6.3 

1.0 

489 

34 

5.50 

1.16 

* 

9.2 

none 

48 

8 

5.50 

1.33 

* 

3.1 

2.7 

78 

13 

4.50 

0.70p 

9.7 

-1.9 

0.0 

77 

9 

4.75 

1.54 

* 

9.7 

none 

26 

60 

6.00b 

3.11 

* 

-1.9 

1.4 

25 

-18 

4.75 

2.05 

12.7 

3.5 

3.1 

1,679 

-1 

NA 

0.56 

* 

-4.4 

none 

41 

21 

none 

1.00 

12.3 

4.0 

0.6 

2,545 

24 

none 

1.00 

* 

-1.9 

1.4 

250 

13 

none 

1.00 

15.0 

1.3 

1.8 

3,764 

14 

none 

1.00 

* 

30.1 

none 

1.147 

189 

none 

1.00 

* 

-3.7 

none 

541 

10 

none 

1.00 

* 

8.6 

3.8 

53 

11 

none 

NA 

13.8 

1.7 

3.4 

850 

-3 

8.50 

0.63 

17.7 

4.7 

3.0 

1.894 

9 

8.50 

0.67 

■k 

23.7 

1.3 

86 

31 

8.50 

1.36 

11.4 

5.7 

1.6 

281 

7 

8.50 

0.87 

* 

7.4 

1.5 

40 

8 

1.00b 

1.80 

11.1 

5.8 

2.7 

91 

0 

4.75 

0.98 

14.1 

0.2 

2.4 

804 

-1 

8.50 

0.99 

* 

5.8 

0.6 

178 

13 

none 

0.91 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Southeastern  Growth  Fund/Wheat  First 

Sovereign  Investors/Sovereign 

Spartan  Market  Index/Fidelity 

State  Bond  Common  Stock  Fund/State  Bond 

State  Bond  Diversified  Fund/State  Bond 

State  Street  Investment  Trust/MetLife 

SteinRoe  Capital  Opportunities/Stein  Roe 
SteinRoe  Special  Fund/Stein  Roe 
SteinRoe  Stock  Fund/Stein  Roe 
Stratton  Monthly  Dividend  Shares/Stratton 
Strong  Discovery  Fund/Strong 
Strong  Opportunity  Fund/Strong 

SunAmerica  Capital  Apprec/SunAmerica 
SunAmerica  Equity-Aggress  Grow/SunAmerica 
SunAmerica  Equity-Growth/SunAmerica 
Thomson  Fund-Growth*/Thomson 
Thomson  Fund-Opportunity*/Thomson 
Tower-Capital  Appreciation/Federated 

Transamerica  Capital  ApprecWransamerica 
Transamerica  Special  Emerg  Grow/Transamerica 
Transamerica  Sunbelt  Growth/Transamerica 
Tri-Continental  Corp/closed-end 
20th  Century  Giftrust  lnvestors/20th  Century 
20th  Century  Growth  lnvestors/20th  Century 

20th  Century  Heritage  lnvestors/20th  Century 
20th  Century  Select  lnvestors/20th  Century 
20th  Century  Ultra  lnvestors/20th  Century 
20th  Century  Vista  lnvestors/20th  Century 
UMB  Stock  Fund/Jones  &  Babson 
United  Accumulative  Fund/Waddell 

United  Income  Fund/Waddell 
United  New  Concepts  Fund/Waddell 
United  Science  &  Energy  Fund/Waddell 
US  Boston  Inv-Growth  &  Income'/US  Boston 
US  Trend  Fund/Capstone 
United  Vanguard  Fund/Waddell 
USAA  Mutual-Aggressive  Growth/USAA 

■  Fund  rat'd  for  two  periods  only;  maximum  allowable  grade  A.     *  Fund  not  in  operation  for  full  period,     t  Closed  to  new  investors.     §  Distributor  m.-- 
redemption  fee,  wh  ich  proceeds  revert  to  tfie  f  und .     Expense  ratio  is  in  italics  if  ttie  fund  tias  a  shareholder-paid  1 2b- 1  plan  exceeding  0. 1  %  (hidden  loac 
orinforce.     #Fund  has  two  classes  of  shares.  Performance  figures  are  for  class  with  front-end  load  and  no  or  low  12b-l  plan.  Assets  are  for  entire  fund,    b:  Includes 
back-end  load  that  reverts  to  distributor,    p-.  Net  of  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  availat^i"      'Rpti*v-t«  oerftvm.ince  of 
Criterion  Pilot  prior  to  6/89  merger,    ^fun^  has  institutional  class  of  shares. 

P  Distributor  table,  page  294.  Rules,  page  210. 
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1.2 

1,0 


A  picture  so  real  it  could  fool 
the  Audubon  Society. 


L 


this  a  television  set  or  a 


,5^ 
JJ 


flC 


tropical  bird  act? 

Actually,  it's  a  tropical  bird  act 
as  seen  on  a  Hitachi  big  screen  TV. 
But  thanks  to  Ultravision,  even  the 
most  avid  bird  v/atchers  (and  TV 
watchers)  can't  tell  the  difference. 

Ultravision  is  an  unprecedented 
combination  of  advanced  technol- 
ogies that  create  a  picture  so  ultra 
clear,  ultra  bright  and  ultra  sharp 
it  looks  like  real  life. 

And  since  a  great  picture 
deserves  great  sound,  Ultravision 
comes  with  4-way  Surround  Sound 
including  Dolby  Pro  Logic*  the 
ultimate  in  audio. 

Call  1-800-HITACHI  for  your 


nearest  dealer  and  see  how  digital 
convergence,  fine  definition  and 
horizontal  resolution  up  to 
1,000  lines  make  Ultravision  the 


ultimate  home  theater.  After  all,  in 
this  case,  a  picture  reaOy  is  worth  a 
thousand  words. 

0  HITACHI 


®  I9Q1  HiuchI  Home  Electronics  I  Americal.  Inc.  Dolby  Surround  Is  » registered  tndemiric  of  Dolby  Laboratories  Ucenslnx  Corporation. 
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FUND  SURVEY 


Performance 

UP        DOWN 
markets    markets 


Fund/distributor 


Total  return 

Annual         Last 
average  12 

1 1/80       months 
to  6/91 


Yield  Assets Maximum     Annual 

6/30/91    %  change      sales       expenses 
($mil)      91vs90      charge     per  $100! 


Standard  &  Poor's  500  stock  average 

14.2% 

7.4% 

3.3% 

Forbes  stock  fund  composite 

12.2% 

6.0% 

2.6% 

$1.29 

c 

D 

USAA  Mutual-Growth  Fund/USAA 

8.7% 

6.2% 

3.0% 

$290 

16% 

none 

$1.16 

USAA  Mutual-Income  Stock/USAA 

* 

11.5 

5.4 

133 

54 

none 

0.90 

UST  Master  Funds-Equity/UST  Sees 

* 

1.3 

2.0 

36 

16 

4.50% 

1.23 

Value  Line  Convertible  Fund/Value  Line 

• 

3.1 

7.1 

37 

-20 

none 

1.19 

c 

C 

Value  Line  Fund/Value  Line 

10.8 

8.5 

1.6 

240 

13 

none 

0.71 

D 

A 

Value  Line  Income  Fund/Value  Line 

12.5 

11.3 

5.4 

149 

3 

none 

0.77 

^^K 

B 

Value  Line  Leveraged  Growth  Inv/Value  Line 

14.0 

11.0 

1.4 

281 

8 

none 

0.96 

^^^B; 

D 

Value  Line  Special  Situations/Value  Line 

4.9 

4.1 

1.1 

114 

-4 

none 

1.11 

^^^B 

Van  Kampen  Merritt  6r  &  Inc/Van  Kampen 

* 

10.6 

2.7 

25 

-2 

4.90 

1.84 

^^^B 

Vanguard  Equity  Income  Fund/Vanguard 

* 

1.4 

6.6 

474 

11 

none 

0.53 

^^^B 

D 

Vanguard  Explorer  Fund/Vanguard 

7.6 

6.7 

1.0 

326 

12 

none 

0.64 

B 

Vanguard  Gemini  II  CapitaM 
Vanguard  Gemini  II  Income 

* 

5.5 

6.5 

272 

-3 

none 

0.55 

C 

Vanguard  lndex-500  Portfolio/Vanguard 

13.8 

7.2 

3.3 

3,044 

29 

none^ 

0.19 

Vanguard  Index-Extended  Mkt/Vanguard 

* 

4.6 

2.3 

255 

38 

nore^ 

0.21 

A 

C 

Vanguard/Morgan  Growth/Vanguard 

13.1 

7.4 

2.8 

895 

18 

none 

0.55 

^^^_ 

Vanguard  Primecap  Fund/Vanguard 

* 

7.0 

0.9 

391 

26 

none 

0.75 

^^B 

Vanguard  Quantitative  Portfolios/Vanguard 

* 

7.5 

3.1 

272 

34 

none 

0.45 

^^B 

D 

Vanguard  Small  Cap  Stock/Vanguard 

7.0 

2.2 

1.6 

97 

107 

none^ 

0.23 

^^^B 

Vanguard  Special-Energy/Vanguard 

* 

-1.2 

3.1 

135 

32 

none§ 

0.35 

^^^B 

Vanguard  Special-Health  Care/Vanguard 

* 

24.1 

1.7 

349 

160 

none§ 

0.36 

^^^^ 

B 

Vanguard  Trustees  Comm-US/Vanguard 

12.8 

2.0 

4.0 

110 

-9 

none 

0.52 

B 

A 

Vanguard  Windsor  Fund/Vanguard 

16.9 

2.4 

6.2 

7,709 

-3 

t 

0.33 

Vanguard  Windsor  1  I/Vanguard 

* 

7.6 

5.1 

2,923 

16 

none 

0.51 

Vista  Growth  &  Income/Vista 

* 

21.3 

2.0 

30 

30 

4.50 

1.09p 

B 

A 

Washington  Mutual  Investors/American  Funds 

16.9 

8.5 

4.2 

6,792 

27 

5.75 

0.77 

Weitz  Series  Fund-Value/Weitz  Sees 

* 

8.4 

2.4 

29 

19 

none 

1.49 

Westcore-Basic  Value  Fund/Westcore 

* 

5.7 

3.4 

99 

-27 

4.50 

0.90p 

Westcore-MIDCO  Growth/Westcore 

* 

22.1 

0.5 

127 

52 

4.50 

0.78p 

Westcore-Modern  Value  Equity/Westcore 

* 

8.6 

2.4 

26 

3 

4.50 

0.84p 

Westwood  Fund/Furman  Selz 

* 

2.2 

4.5 

50 

-10 

4.00 

1.26 

D 

D 

Winthrop  Focus  Funds-Growth^/National  FinI 

7.4 

-0.2 

1.9 

48 

-8 

4.00b 

1.40 

C 

C 

WPG  Growth  &  Incomer/Weiss 

11.5 

2.3 

1.8 

34 

-7 

none 

1.47 

A 

C 

WPG  Tudor  Fund/Weiss 

15.1 

1.9 

1.2 

212 

5 

none 

1.10 

Zweig  Fund/closed-end 

* 

10.4 

5.7 

422 

4 

NA 

1.27 

Zweig  Series-Priority  Selec^/Zweig 

* 

10.4 

0.5 

45 

-6 

5.50 

1.77 

Zweig  Total  Return/closed-end 

* 

8.9 

6.2 

594 

1 

NA 

1.09 

■  Fund  rated  for  two 
redemption  fee,  whic 
or  in  force,    b:  Inclu 
Fund.  Performance, 
Mutual  Fund  prior  to 

periods  only;  maximum  allowable  grade  A.     *  Fund  not  in  operation  for  full  period,     t  Closed  to  new  investors.    §  Distributor  may  impose 
h  proceeds  revert  to  the  fund .     Expense  ratio  is  in  italics  if  the  fund  tias  a  stiaretiolder-paid  1 2t>- 1  plan  exceeding  0.1%  (hidden  kmi)  pending 
des  back-end  load  that  reverts  to  distributor,    p:  Net  of  absorptioitof  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  avatlabte.    'Dual 
asset  and  expense  data  on  capital  and  income  sfiares  treated  as  a  unit.    'Annual  $10  maintenance  fee.    *Reflects  performance  of  <»eVegh 
5/87  merger.     ••Formerly  WPG  Fund.     ^Reflects  performance  of  Zweig-Blue  Cfiip  Fund  prior  to  1990  merger. 

Distributor  table, 

page  294. 

Rules,  page 

210. 
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How  First  Chicago  stays  steady 
when  interest  rates  don't. 


In  theory,  the  banking  busi- 
ness is  pretty  straightforward.  Buy 
money  at  one  price  and  sell  it  at 
another  (hopefully  higher)  price. 
But  in  reality,  buying  and  selling 
billions  of  dollars  amidst  interest 
rate  gyrations  can  make  it  hard 
to  stay  on  track. 

First  Chicago,  the  Midwest's 
premier  financial  institution, 
reduces  its  exposure  by  hedging 
with  interest  rate  futures  and 
options  at  the  Chicago  Mercantile 
Exchange.  Its  one  of  the  best 
ways  they've  found  to  smooth  out 
the  inevitable  swings  of  the  interest 
rate  market  and  keep  projections 
on  line. 

And  First  Chicago  will  also 
have  around-the-clock  access 
to  the  world's  largest  financial 
futures  and  options  markets 
on  the  new  after-  hours 
electronic  trading 
system,  GLOBEX.'        ^ 


If  you  re  -^ ^ 

looking  for  -^ — i 

ways  to  balance  / 

off  interest  rate  risk  / 

but  still  aren't  sure  ' 

about  futures  and  options, 
here's  First  Chicago's  point  of 
view- "If  you  know  you  have  an 
exposure  and  don't  do  anything 
about  it,  you  are  a  speculator." 
Think  about  it.  Then  think 
about  the  Chicago  Mercantile 
Exchange.  We  help  smart 
busines.ses  manage  risk. 

/Slv.  CHICAGO 
Sssss:  MERCANTILE 
*^W  EXCHANGE 

The  Hxch.muc  o\  Ideas 


1-800-3:^1-3^32  (US,  toll  free). 
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FUND  SURVEY 


Closed-end  stock  funds 


Why  do  presumably  rational  people 
buy  closed-end  funds  when  they  first 
come  out?  This  is  one  of  the  great 
mysteries  on  Wall  Street. 

Closed-ends  funds  are  issued  at  a 
premium  to  net  asset  value.  That  is, 
the  buyer  pays  $1  for  only  93  cents  or 
so  of  assets.  So  far,  the  investor  isn't 
any  worse  off  than  he  or  she  would  be 
investing  in  an  open- end  fijnd  carry- 
ing a  7%  load.  But  the  economics  get 
worse.  If  the  investor  wants  out  he  has 
to  sell  his  shares  in  the  open  market, 
like  shares  of  stock.  For  this,  he  will 
incur  a  second  brokerage  commis- 
sion. Moreover,  if  demand  for  this 
fund  is  weak  in  the  secondary  market, 
the  share  price  will  sink  to  a  discount 
to  the  fund's  net  asset  value. 

The  next  question  is  why  more 
people  don't  buy  closed-ends  in  the 
secondary  market  when  their  prices 
sink  to  attractive  discounts  from  net 
asset  value.  Here  the  answer  is  a  little 
less  mysterious.  A  liquidation  of  the 
fund,  which  would  allow  the  investor 
to  exit  at  full  net  asset  value,  may  be 
years  or  decades  in  coming.  In  the 
meantime,  the  operator  of  the  fiind  is 
raking  off  fees  every  year. 

We  capture  the  tradeoff  between 
discounts  and  operating  costs  in  the 
table.  The  "relative  discount"  is  the 
number  of  years  it  would  take  for  the 
operating  costs  to  eat  away  the  entire 
benefit  of  being  able  to  buy  the  fund 
at  a  discount. 

How  can  investors  (latecomers,  that 
is;  not  the  new-issue  victims)  profit 
from  the  situation?  Peter  Thayer,  pres- 
ident of  iVIilford,  Ohio-based  Gateway 
Investment  Advisers,  looks  for  fimds 
trading  at  substantial  discounts  to  their 
net  asset  value,  then  works  to  convince 
the  fimd's  manager  to  raise  the  fiind's 
stock  price.  If  the  fimd  converts  to 
open-end  status,  as  Financial  News 
Composite  Fund  and  Schafer  Value 
Trust  did  last  year,  both  at  the  urging 
of  Thayer,  shareholders  realize  the  full 
net  asset  value  behind  their  shares. 
Occasionally  old  closed  ends  simply 
sell  off  their  portfolios  and  mail  out 
checks  to  shareholders,  as  the  62 -year- 
old  Niagara  Share  C'orp.  intends  to  do 
later  this  year.         -Fru  Harhv     WM 

2R0 


Fund 

3-year 

return 

annualized 

Recent 
price 

Discount 

Annual 

expenses 

per 

$100 

Relative 
discounV^ 

Salomon  Brothers  Fund 

10.9% 

I3y4 

-14.6% 

$0.46 

34.2J 

Baker,  Fentress 

4.5 

im 

-15.8 

0.68 

25.3  1 

Hampton  Utilities  Trust 

11.0 

10% 

-16.2 

0.81 

21.7  1 

New  Germany  Fund 

* 

9% 

-17.2 

0.98 

19.1   1 

American  Capital  Convertible 

4.1 

\VA 

-15.0 

0.86 

18.9  f 

Petroleum  &  Resources 

11.5 

27% 

-10.2 

0.62 

1 

Future  Germany  Fund 

* 

im 

-16.4 

1.12 

15.9   } 

Quest  for  Value  Duai^ 

24.5 

28 

-11.7 

0.82 

15.1 

General  American  Investment 

21.6 

24y4 

-13.8 

1.07 

13.8 

Emerging  Germany  Fund 

* 

7% 

-17.3 

1.37 

13.8 

Convertible  Holdings^ 

6.9 

17'^ 

-11.1 

0.86 

13.6 

Castle  Convertible 

7.9 

WA 

-14.3 

1.15 

13.4 

Growth  Fund  of  Spain 

* 

9% 

-16.8 

1.38 

13.2 

Irish  Investment  Fund 

* 

7% 

-19.8 

1.70 

12.8 

Austria  Fund 
Bancroft  Convertible 

* 

9Vii 

-17.1 

1.75 

10.6 

2.8 

17% 

-14.8 

1.50 

10.6 

Engex 

-10.5 

6y4 

-21.5 

2.34 

10.2 

Chile  Fund 

* 

27y4 

-16.4 

2.04 

8,7 

Scudder  New  Europe 

* 

iVi 

-15.3 

189 

8.7 

Japan  OTC  Equity  Fund 
Ellsworth  Convertible  Growth  &  Inc 

* 

10% 

-11.7 

1.43 

8.6 

6.2 

7% 

-12.0 

1.50 

85 

Worldwide  Value 

0.0 

13% 

-18.3 

2.40 

83 

Counsellors  Tandem  Sees 

21.5 

12 

-16.0 

2.33 

Mexico  Fund 

53.8 

22% 

-10.0 

1.45 

Italy  Fund 

13.1 

10% 

-10.9 

1.70 

GT  Greater  Europe  Fund 

* 

10 

-11.5 

189 

Portugal  Fund 

* 

9% 

-121 

204 

Clemente  Global  Growth 

8.4 

9 

-17.7 

3.08 

United  Kingdom  Fund 

^» 

9% 

-12.7 

2.19 

First  Iberian 

36 

m 

-12'' 

0  u 

Prices  and  discounts  as  of  Aug  2.  'Fund  not  in  opefation  tor  full  period.  'Number  ot  years  jner  i»-nK.n  expenses, 
continuing  at  current  rates,  would  diss(pate  ttie  tienefit  ot  buying  ttw  fund  at  its  current  discount  and  having  it  hquidaled  at 
full  net  asset  value.    'Dual  fund,  with  capital  and  income  sti^res  treated  as  a  unit  Due  to  be  liquidated  m  1997. 
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#1  High  Quality  Bond  Fund! 


■'fc; 


''Here's  a  Fund  that  out- 

Ipeiformed  its  competition, 

without  a  lot  of  risk!' 


'^if 


i 


If  you  are  looking  for  a  conservative 
investment  v^ith  high-yield  potential, 
look  at  Scudder  Short  Term  Bond 
Fund.  This  pure  no-load™  Fund 
ranked  #1  among  the  127  High 
Quality  Bond  Funds  tracked 
by  Investment  Company 
Data,  Inc.,  an  independent 
fund-rating  service,  for 
/  the  1-year  period  end- 

ing 6/30/91.*  And  it 
achieved  this 


Performance  Suminary** 

30-day  yield  9.14% 

(July  24,  1991) 

1-year  return  12.58% 

5-year  average-  8.77% 

annual  return 

Life-of-Fund  11.36% 

average-annual  return 
(period  ending  6/30/91) 

Performance  is  historical.  Investment  return 
and  principal  value  fluctuate.  Upon  redemp- 
tion, shares  may  be  worth  less  tnan  their 
original  cost. 


distinction  v^ithout  compromising  its 

steadfast  commitment  to  high  price 
stability  and  quality. 

Join  the  tens  of  thousands  of  in- 
vestors who  have  discovered  that 
you  can  still  invest  for  high  yields 
today — vsdthout  a  lot  of  price  fluctua- 
tion. Call  for  your  free  information  kit  on 
Scudder  Short  Term  Bond  Fund  today. 

Scudder  Short  Tferm 
Bond  Fund 

1-800-225-2470  ^  1727 

SCUDDER 


America's  First  ^^ 

Family  of  No-Load  Funds 


'  Rankmg  based  on  total  Tetiim.  ' '  Yield  without  adviser  expense  cap  would  have  been  8. 6)0  /o ,  and  total  returns  would  have  been  lower.  Expense 
cap  will  continue  to  December  31.  1991.  until  which  time  adviser  guarantees  expenses  will  not  exceed  0.50%.  From  4/24/84.  Fund 's  inception,  to  7/89. 
Fund  pursued  different  objectives  as  Scudder  Target  Fund.  1994  Pnrtfobo.  Contaa  Scudder  Investor  Services  Inc.,  Distributor,  for  a  prospectus  which 
contains  more  complete  information  on  management  fees  and  other  expenses.  Read  the  prospectus  carehilly  before  you  invest  or  send  money. 


FUND  SURVEY 


Balanced  funds 


Balanced  funds  mix  stocks  widi  bonds.  We  include  in  the 
balanced  category  funds  that  buy  convertible  bonds  or 
that  call  themselves  "asset  allocators."  Balanced  fiinds  are 
graded  separately  from  stock  fijnds,  and  the  benchmark 
used  for  their  performance  is  a  hybrid,  rebalanced  month- 
ly, of  the  S&P  500  index  and  the  Merrill  Lynch  cor- 
porate/government bond  index.  Balanced  funds  are  gen- 


erally more  conservative  than  stock  ftinds:  They  hold  up 
better  in  a  crash,  but  in  a  strong  market  they  do  not 
perform  as  well  as  stock  funds.  To  appear  on  this  list  a 
balanced  fiind  must  have  at  least  S25  million  of  assets  and  a 
hill  year  of  performance  history;  to  be  graded,  a  fiind  must 
have  been  around  for  at  least  t%vo  full  market  cycles — that 
is,  since  April  1983. 


.  .<* 


Rising  mai1(ets 


Declining  markets 


6/30/82  to 
1  4/30/83 

H 

ii 

4/3Q/83to    1 
5/31/84      1 

S/31/84to 
8/31/87 


1/3(V87to 
6/30/91 


Ratio  scale 
(11/30/80=100) 


350 
300 

250 


200 


11/30^0  to 
6/30^2 


This  price  performance  chart,  against  which 
balanced  funds  are  measured,  is  a  50-50  blend 
of  the  S&P  500  and  the  Merrill  Lynch 
corporate/government  bond  index. 


-13%  +34%      -10% 


+62%  -16% 


+29% 


Performance     Fund/distributor 
UP  DOWN 

markets     markets 


^Total  return 

Annual         Last 
average  12 

11/80       months 
to  6/91 


Yield 


Assets Maximum     Annual 

6/30/91    %  change      sales       expenses 
($mil)      91vs90     charge     per  $100 


Blended  stock  and  bond  market  index 
Forbes  balanced  fund  composite 

Advantage  Income  Fund/Advest 
Alliance  Balanced  Shares^/Alliance 
American  Balanced  Fund/American  Funds 
American  Capital  Convert  Secs/closed-end 
American  Capital  Equity  Income/American  Cap 

American  Capital  Harbor  Fund/American  Cap 
AMEV  Advantage-Asset  Alloc/AMEV 
Axe-Houghton  Fund  B/USF&G 
Bancroft  Convertible  Fund/closed-end 
Bull  &  Bear  Gold  Investors/Bull  &  Be^r 


13.8% 
12.4% 


13.6% 

14.2 

12.8 

14.2 

11.5 

* 

12.3 

8.7 

-1.3 


9.2% 
6.8% 

6.7% 
8.7 
9.1 
-2.4 
2.4 

4.0 

6.3 
14.0 

5.3 
-6.2 


5.9% 
5.7% 

6.0% 

3.3 

5.6 

7.0 

4.9 

6.4 
2.0 
7.2 
7.2 
0.3 


$44 

150 

477 

65 

91 

347 
25 

166 
53 
33 


-16% 

-5 

54 
-10 

-4 

-8 

4 

3 

-2 

-16 


$1.26 

4.00b%  $2.10 

5.50  1.42 

5.75  0.84 

NA  0.86 

5.75  0.89 


5.75 
4.50 
5.75 
NA 
none 


0.89 
1.78 
1.00 
1.50 
2.79 


■  Fund  rated  for  two  periods  only,  maximum  allowable  grade  A.  *Fund  not  in  operation  for  full  period,  tClosed  to  new  investors.  #Fund  has  t¥(0  classes  of 
shares.  Perfoimance  figures  are  for  class  with  front-end  load  and  no  or  low  12b-l  plan.  Assets  are  for  entire  fund.  Expense  ratio  is  in  italics  if  ttte  fund  hss  a 
shareholder-paid  12b-l  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force,  b:  Includes  back-end  load  that  reverts  to  distributor,  p;  Net  of  absorption  of 
expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available. 

Distributor  table,  page  294.  Rules,  page  210. 
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Performance      Fund/distributor 

Total  return 

Yield 

Assets Maximum     Annual 

UP          DOWN 

Annual         Last 

6/30/91    %  change      sales       expenses 

larkets     markets 

average          12 
1 1/80       months 
to  6/91 

($mil)      91vs90      charge     per  $100 

fcW   W/  ^  A 

Blended  stock  and  bond  market  index 

13.8% 

9.2% 

5.9% 

Fort)es  balanced  fund  composite 

12.4% 

6.8% 

5.7% 

$1.26 

■  C 

■  D 

Calvert  Social  Inv-Managed  Grow/Calvert 

* 

7.0% 

3.6% 

$305 

22% 

4.75% 

$1.33 

D 

A 

Castle  Convertible  Fund/closed-end 

11.5% 

11.0 

7.5 

49 

3 

NA 

1.15 

A+ 

D 

CGM  Mutual  Fund/TNE 

15.8 

12.3 

3.7 

315 

-2 

none 

0.97 

B 

D 

Colonial  Fund/Colonial 

13.1 

6.7 

4.0 

342 

2 

5.75 

1.04 

D 

D 

Colonial  Strategic  Inc-Diversified/Colonial 

8.4 

5.6 

10.5 

416 

-4 

4.75 

1.12 

D 
C 

C 

Commonwealth  Inv-Balanced/Trusteed 

11.0 

6.3 

5.2 

44 

-5 

7.50 

1.00 

B 

Composite  Bond  &  Stock  Fund/Murphey 

11.8 

10.9 

4.9 

65 

-9 

4.00 

1.22 

Connecticut  Mutual-Total  Ret/Phelps 

* 

8.1 

4.5 

73 

6 

6.25 

1.23 

Convertible  Holdings-CapitaM 

* 

6.7 

7.0 

263 

-1 

none 

0.86 

Convertible  Holdings-Income 

Dean  Witter  Convertible  Sees/Dean  Witter 

* 

-1.8 

5.2 

316 

-43 

5.00b 

1.93 

Dean  Witter  Managed  Assets/Dean  Witter 

* 

9.4 

3.9 

214 

-22 

5.00b 

1.78 

Dean  Witter  Strategist/Dean  Witter 

* 

6.5 

2.1 

221 

23 

5.00b 

1.53 

Delaware  Group  Delaware  Fund/Delaware 

* 

4.2 

5.0 

413 

4 

6.75 

0.73 

A 

C 

Dodge  &  Cox  Balanced  Fund/Dodge  &  Cox 

13.7 

8.3 

4.8 

127 

104 

none 

0.70 

D 

C 

Dreyfus  Convertible  Securities/Dreyfus 

10.9 

-10.7 

5.5 

210 

-24 

none 

1.07 

Duff  &  Phelps  Utilities  Income^/closed-end 

* 

11.8 

9.1 

1,186 

4 

NA 

1.27 

Eaton  Vance  High  Income  Trust/Eaton  Vance 

* 

3.4 

16.4 

191 

-17 

6.00b 

2.65 

D 

A 

Eaton  Vance  Inc  Fund  of  Boston/Eaton  Vance 

11.4 

8.6 

15.5 

66 

-11 

4.75 

1.05 

C 

C 

Eaton  Vance  Investors  Fund/Eaton  Vance 

12.2 

6.0 

5.5 

198 

-3 

4.75 

0.89 

Ellsworth  Convert  Growth  &  Inc/closed-end 

* 

5.7 

7.2 

50 

-2 

NA 

1.50 

D 

A 

Federated  Stock  &  Bond  Fund/Federated 

13.1 

6.1 

5.3 

87 

-2 

none 

l.Olp 

Fidelity  Asset  Manager/Fidelity 

* 

16.6 

5.3 

535 

41 

none 

1.16 

* 

Fidelity  Balanced  Fund/Fidelity 

* 

13.6 

5.7 

418 

87 

none 

0.98 

Fidelity  Convertible  Securities/Fidelity 

• 

11.7 

5.0 

86 

22 

none 

1.31 

B 

B 

Fidelity  Puritan  Fund/Fidelity 

15.5 

7.3 

6.0 

4,790 

-2 

2.00 

0.66 

First  Investors  Total  Return/First  Inv 

* 

6.1 

4.0 

50 

250 

6.90 

1.41p 

D 

A 

Franklin  Income  Fund/Franklin 

12.6 

11.5 

11.2 

1,520 

6 

4.00 

0.55 

FundTrust-Growth  &  Income/Signature 

* 

4.1 

5.3 

28 

-9 

1.50 

1.91p 

Gabelli  Convertible  Secs/Gabelli 

* 

10.5 

4.3 

98 

31 

4.50 

1.52 

B 
C 

B 

A  + 

IDS  Mutual/I DS 

13.5 

9.3 

6.0 

1,786 

7 

5.00 

0.70 

Income  Fund  of  America/American  Funds 

15.6 

8.9 

7.1 

2,660 

27 

5.75 

0.67 

Kemper  Invest-Total  Retum/Kemper 

* 

9.4 

3.9 

579 

1 

3.00b 

2.21 

A+ 

F 

Kemper  Total  Return  Fund/Kemper 

11.8 

11.3 

5.4 

903 

-1 

5.75 

0.87 

c 

C 

Keystone  Custodian  K-1/Keystone 

12.0 

7.4 

5.9 

902 

9 

4.00b 

1.92 

1 

Lincoln  National  Convert  Secs/closed-end 

* 

12.9 

6.4 

101 

5 

NA 

0.97 

Lord  Abbett  Equity-1990/Lord  Abbett 

* 

10.7 

2.5 

67 

-18 

t 

1.80p 

Mackenzie  No  Amer  Total  Return/Mackenzie 

* 

0.0 

5.5 

56 

-35 

5.75 

1.96 

MainStay-Total  Return  Fund/NYLife 

♦ 

9.0 

2.1 

93 

100 

5.00b 

2.33 

A 

C 

Mass  Financial  Total  Return/Mass  FinI 

14.5 

6.5 

5.8 

832 

10 

4.75 

0.85 

Merrill  Lynch  Bal  Inv  &  Retire^^/ML  Funds 

* 

5.0 

6.3 

1,020 

-29 

6.50 

0.91 

■  Fund  rated  for  twc 

periods  only;  maximum  allowable  grade  A.     "Fund  not  in  operat 

on  for  full 

period.     tClosed  to  new 

investors.     #Fund  has  two 

classes  of 

shares. 

Performancf 

!  figures  are  for  class  with  front-end  load  and  no  or 

low  12b-l  plai 

1.  Assets  are  for  entire 

fund.     Expense  ratio  is  in 

/fa//cs  if  ttie  fund  has  a 

sharehc 

)lder-paid  12 

'b- 1  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force,    b:  1 1 

icludes  back-end  load  that  reverts  to  distributor. 

p:  Net  of  absorption  of 

expenses  by  fund  sp 

onsor.    NA:  Not  applicable  or  not  available.    'Dual  fund.  Performance,  asset  and  expense  data  on  capital  and  income  shares  treated  as  a 

unit.    ' 

Formerly  Du 

ff  &  Phelps  Selected  Utilities.    ^Formerly  Retirement  Benefit. 

Distributor  table 

,  page  294. 
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FUND  SURVEY 


■  B 


Performance     Fund/distributor 
UP  DOWN 

markets     markets 


Blended  stock  and  bond  market  index 
Forbes  balanced  fund  comoosite 

■  C         Merrill  Lynch  Phoenix  Fund's/Ml  Funds 

Merriman  Timed  Asset  Alloc/Merriman 
MetLife-State  Street  Mgd  Assets/MetLife 
A         Mutual  of  Omaha  Income/Mutual  of  Omaha 
B         National  Total  Income  Fund/National  Sees 
C         National  Total  Return  Fund/National  Sees 

NA  Security-Mod  Asset  Alloc/Wood  Logan 
Oppenheimer  Asset  Allocation VOppenheimer 
Overland  Express  Asset  Allocation/Overland 
PaineWebber  Asset  Allocation^/PaineWebber 
Patriot  Premium  Dividend  Fund  ll/closed-end 

■  C         Permanent  Port-Permanent/Permanent 

■  C         Phoenix  Balanced  Fund/Phoenix 

B         Phoenix  Convertible  Fund/Phoenix 
Plymouth  Income  &  Growth/Fidelity 
C         ProvidentMutual  Total  Return/Provident 

Prudential  IncomeVertible  +  ^/Prudential 
D         Putnam  Convert  Income-Growth/Putnam 

Putnam  Dividend  Income  Fund/closed-end 
D        George  Putnam  Fund  of  Boston/Putnam 

■  C         Rea-Graham  Balanced  Fund/Rea 

A         Seligman  Income  Fund/Seligman 

B         Sentinel  Balanced  Fund/Equity 

Shearson  Income-Utilities/Shearson 
Shearson  Principal  Return/Shearson 

D         SteinRoe  Total  Return  Fund/Stein  Roe 

■  A         Strong  Investment  Fund/Strong 

■  B         Strong  Total  Return  Fund/Strong 

SunAmerica  Bai  Assets/SunAmerica 
SunAmerica  Multi-Asset-Tot  Ret/SunAmerica 
TCW  Convertible  Securities  Fund/closed-end 

B         Transamerica  Growth  &  Income/Transamerica 

20th  Century  Balanced  lnv/20th  Century 
D         United  Continental  Income  Fund/Waddell 
C         United  Retirement  Shares/Waddell 
USAA  Investment-Balanced/USAA 

Vanguard  Asset  Allocation/Vanguard 
Vanguard  Convertible  SecuritiesA/anguard 
Vanguard  STAR  Fund/Vanguard 
A+      Vanguard  Wellesley  Income  Fund/Vanguard 
C         Vanguard  Wellington  Fund/Vanguard 


C 


Total  return 

Yield 

Assets 

Maximum 

AniMM 

Annual 

Last 

6/30/91 

%  change 

sales 

exper3 

average 

12 

($mil) 

91vs90 

charge 

per$li 

11/80 

months 

' 

to  6/91 

13.8% 

9.2% 

5.9% 

12.4% 

6.8% 

5.7% 

$1.26 

* 

4.2% 

6.0% 

$206 

-20% 

6.50% 

$1:1 

* 

6.1 

3.4 

28 

27 

none 

l.:2:: 

* 

-0.2 

6.0 

63 

-2 

4.50 

1.25p 

11.8% 

8.1 

7.2 

176 

2 

4.75 

0.94 

15.0 

6.8 

5.3 

261 

17 

5.75 

1.43 

13.1 

6.0 

3.8 

252 

-5 

5.75 

1.3° 

* 

2.4 

3.7 

33 

-27 

4.75 

2.40 

* 

5.4 

5.1 

140 

66 

5.75 

1.36 

* 

8.7 

5.6 

34 

18 

4.50 

1.56 

* 

7.9 

5.6 

368 

-28 

5.00b 

1.95 

* 

8.8 

10.2 

253 

-8 

NA 

1.38 

* 

2.1 

3.1 

76 

-14 

none 

1.36 

* 

14.2 

4.2 

699 

43 

4.75 

0.90 

14.6 

6.5 

5.0 

159 

5 

4.75 

1.08 

* 

15.8 

4.3 

92 

49 

4.75 

1.85 

11.5 

-2.0 

3.4 

64 

-8 

6.00 

1.54 

* 

6.9 

7.6 

419 

-20 

5.25 

1.32 

11.5 

5.7 

7.0 

559 

-22 

5.75 

1.19 

* 

13.2 

12.7 

182 

72 

NA 

0.85 

14.0 

9.5 

5.2 

467 

6 

5.75 

1.00 

* 

0.9 

6.4 

33 

-20 

4.75 

2.04 

11.8 

5.2 

8.9 

137 

-8 

4.75 

0.76 

14.6 

9.2 

5.9 

83 

6 

8.50 

0.86 

* 

10.4 

6.8 

825 

34 

5.00b 

1.65 

* 

6.1 

6.4 

118 

-15 

5.00 

0.83 

9.7 

9.7 

5.0 

141 

1 

none 

0.91 

* 

7.4 

6.0 

205 

-11 

1.00 

1.30 

* 

1.6 

3.3 

624 

-23 

1.00 

1.33 

* 

3.9 

1.6 

90 

-28 

5.00b 

1  99c 

* 

-2.2 

4.0 

29 

-11 

5.75 

2.C5 

* 

8.1 

6.6 

16,2 

-3 

NA 

0.94 

12.2 

5.3 

1.8 

71 

3 

4.75 

1.29 

* 

6.8 

3.1 

130 

115 

none 

1.00 

13.6 

4.2 

4.8 

307 

-4 

8.50 

0.85 

12.8 

5.1 

4.0 

195 

21 

8.50 

0.88 

♦ 

6.7 

4.8 

47 

23 

none 

0.98p 

* 

9.0 

5.1 

219 

23 

none 

0.51 

* 

3.0 

6.1 

51 

-7 

none 

0.86 

* 

7.8 

6.1 

1,267 

18 

none 

0.44 

14.6 

9.7 

7.9 

1,336 

45 

none 

0.40 

14.1 

8.2 

5.7 

3,010 

29 

none 

0.36 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  for  full  period.  tClosed  to  new  investors.  #Fund  has  tvro  classes  of 
shares.  Performance  figures  are  for  class  with  front-end  load  and  no  or  low  12b-l  plan.  Assets  are  for  entire  fund.  Expense  ntto  is  in  italics  if  ttte  fund  has  a 
shareholder-paid  12b-l  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force,  b:  Includes  back-end  load  that  reverts  to  distributor,  p:  Net  of  absorption  of 
expenses  by  fund  sponsor.  NA:  Not  applicable  or  not  available.  'Acquired  stock  fund  Oppenheimer  Premium  Income  7/91.  *Asof  7/l/"91  two  classes  of  shares 
available,  one  with  front-end  load,  the  other  with  exit  fee  and  12b-l. 
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For  38  years  in  a  row,  Diebold  has 
increased  its  dividend. 

Last  year  directors  voted  a  7%  boost, 
authorizing  a  1991  quarterly  payout  of 
40c  per  share. 

Diebold  is  a  world  leader  in  the 
automation  of  self-service  transactions, 
security'  products,  software  and  service. 

In  1990,  Diebold  joined  with  IBM 
to  form  InterBold,  a  partnership  that 
combines  the  strengths  of  both  com- 
panies in  automgited  teller  machines 
(ATMs)  and  financial  self-service 
systems.  InterBold  holds  leading 
positions  in  both  domestic  and  inter- 
national ATM  markets.  This  venture 


accomphshes  one  of  Diebold's  key 
strategies  for  growth— expansion  into 
international  markets. 

Diebold's  comprehensive  growth 
strategies  are  designed  to  contribute  to 
the  company's  long-term  viability 
and  competitiveness  and  to  provide  a 
positive  impact  on  its  revenues  and 
profits. 

For  a  copy  of  our  annual  report, 
write  to  Diebold,  Incorporated,  Investor 
Relations,  Dept.  9-79-N,  P.O.  Box  8230, 
Canton,  Ohio  44711-8230. 

For  information  on  our  Dividend 
Reinvestment  Plan,  or  other  shareholder 
matters,  call  1-800-766-5859. 


NCORPORATED 


FUND  SURVEY 


Global  stock  funds 


Global  funds  mix  foreign  and  U.S.  securities;  funds  diat 
buy  almost  exclusively  abroad  are  found  in  the  foreign 
stock  fijnd  table  on  page  258.  The  globals  provide  inves- 
tors with  a  high  degree  of  diversity.  Over  the  last  12 
months,  for  instance,  foreign  stocks  were  disasters,  at  least 
for  an  investor  who  measures  performance  in  dollars:  The 
Morgan  Stanley  index  for  Europe,  Australia  and  the  Far 
East  that  we  use  as  our  foreign  stock  benchmark  was  off 


12.8%.  But  the  S&P  500  was  up  7.4%,  dividends  inclu] 
cushioning  the  blow.  Thus,  the  average  global  fund  ir 
table  had  a  return  of-3.3%  over  12  months.  Within  ol  I 
of  global  funds  are  a  number  of  sector  funds.  Both 
Oppenheimer  Global  Bio-Tech  Fund  and  GT  Gl 
Healthcare  Fund  managed  to  show  respectable  doi 
digit  returns  over  the  last  12  months.  But  the  return  oi 
MetLife-State  Street  Global  Energy  Fund  was  -18.39] 


Performance 

UP        DOWN 
markets    markets 


■  C 


Fund/distributor 


\ 
Blended  domestic  and  foreign  stock  index 
Forlies  global  fund  composite 

AMA  Family  of  Funds-Global  Growth/AMA 
Bailard  Biehl  &  Kaiser  Diversa/Bailard 
Benham  Gold  Equities  Index/Benham 
Blanchard  Precious  Metals  Fund/Sheffield 
Blanchard  Strategic  Growth/Sheffield 
Clemente  Global  Growth  Fund/closed-end 
Colonial  Advanced  Strategies  Gold/Colonial 
Dean  Witter  World  Wide  Inv/Dean  Witter 

Dreyfus  Strategic  World  Inv/Dreyfus 
Fidelity  Select-American  Gold/Fidelity 
Fidelity  Worldwide  Fund/Fidelity 
First  Investors  Global  Fund/First  Inv 
Freedom  Inv  ll-Global  Fund/Freedom 
GAM  Global  Fund/GAM 


Total  return 

Annual         Last 
average  12 

7/82        months 
to  6/91 


21.2% 
17.7% 


19.4% 


-1.7% 
-3.3% 

-3.7% 
-2.8 
-9.7 
-3.3 
-3.0 
-12.7 
-8.9 
-7.9 

7.0 
-6.8 

-14.4 

-12.0 

-9.1 

-14.8 


Yield 


2.7% 
2.5% 

2.4% 

3.9 

0.6 
none 

2.3 
none 

2.6 

1.5 

none 
none 
0.9 
none 
none 
none 


Assets Maximum     Anni 

6/30/91    %  change      sales       exper 
($mil)      91vs90      charge      per$ 


$93 
64 

133 
28 

181 
63 
46 

260 

35 
189 

98 
217 

29 

27 


-15% 
-35 

68 

-8 
-26 
-14 
-22 
-20 

69 

-4 

561 

-12 

-30 

3 


4.75% 

none 

none 

1 

1 

NA 
5.75 
5.00b 

3.00 
3.00 

2 

6.90 

3.00b 

5.00 


$1.7: 

$1.7. 
1.5{ 
0.7J 
3.0t 
2.3t 
3.08 
1.9t 
2.2S 

1.5C\ 
1.75- 
1.82" 
1.88  \ 
2.56, 
2.45' 


■  C 


GT  Global  Growth-Worldwide/GT  Global 
GT  Global  Healthcare/GT  Global 
John  Hancock  Global/Hancock 
IDS  Global  Growth  Fund/IDS 
Lexington  Global  Fund/Lexington 
Lexington  Goldfund/Lexington 

Lord  Abbett  Global-Equity/Lord  Abbett 
Merrill  Lynch  Global  Al location */ML  Funds 
Merrill  Lynch  IntI  Holdings*/ML  Funds 
MetLife-SUte  Street  Global  Energy/MetLife 
MFS  Lifetime  Global  Equity  Trust/Mass  FinI 
National  Global  Allocation/Nation?!  Sees 


10.1 


-5.0 
21.3 
-10.3 
-3.1 
-7.5 
-1.9 

-7.0 
11.9 
-7.6 
-18.3 
-5.4 
-3.4 


0.7 
1.0 
1.3 
1.7 
1.0 
0.8 

1.8 
7.5 
2.4 
0.7 
0.3 
4.3 


106 

370 

78 

33 

52 

107 

34 
192 
199 
30 
87 
63 


25 
225 
-24 
444 

-6 
-12 

-7 

6 

-12 

-16 

11 
-25 


4.75 

2.10. 

4.75 

1.91 

4.50 

2.08, 

5.00 

1.81 

none 

1.59 

none 

1.36 

6.75 

146^\ 

6.50 

1.29    1 

6.50 

1.59     1 

4.50 

6.00b 

5.75 


1.75p 

2.93 

2.11 


■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.    'Fund  not  in  operation  for  full  period.    tClosed  to  new  investors.    *Fund  has  two  classes  01 
shares.     Performancefiguresareforclasswithfront-endloadandnoorlow  12b-l  plan. Assetsareforentirefund.     'Flat feeof$125oninitial investment.    ^'  v  ■ 
charge  waived  until  12/91.     Expenseratioisinitalicsif  thefundhasashareholder-paid  12bl  planexceeding0.1'\>(hiddenlo»d)pendirigof  infarct,    b:  Inc 
back-end  load  that  reverts  to  distributor,     p:  Net  of  absorption  of  expenses  by  fund  sponsor.     NA;  Not  applicable  or  not  available. 
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rformance 

RP        DOWN 
kets    markets 


Fund/distributor 


Total  return — 

Annual         Last 
average  12 


Yield  Assets Maximum     Annual 

6/30/91    %  change      sales       expenses 
($mil)      91vs90      charge      per  $100 


inJ 

i9 

7/82 
to  6/91 

months 

Blended  domestic  and  foreign  stock  index 

21.2% 

-1.7% 

2.7% 

Boil 

Forbes  global  fund  composite 

17.7% 

-3.3% 

2.5% 

$1.75 

dflt 

National  World  Wide  Oppor/National  Sees 

* 

-5.3% 

4.4% 

$60 

-15% 

5.75% 

$1.34p 

7101 

B 

New  Perspective  Fund/American  Funds 

18.3% 

-1.1 

2.7 

1,913 

22 

5.75 

0.82 

8.i| 

Oppenheimer  Global  Bio-Tech/Oppenheimer 

* 

31.7 

none 

68 

441 

t 

1.61 

1 

Oppenheimer  Global  Environment/Oppenheimer 

* 

-12.7 

0.7 

63 

87 

4.75 

1.62 

^  B 

C 

Oppenheimer  Global  Fund/Oppenheimer 

19.6 

-8.4 

0.6 

913 

13 

8.50 

1.77 

■  B 

PaineWebber  Atlas  Global  Growth'/PaineWebber 

* 

-8.3 

3.4 

205 

-5 

4.50 

1.56 

PaineWebber  Global  Energy  Fund^/PaineWebber 

* 

-4.4 

1.1 

55 

22 

5.00b 

2.39 

Kj 

PaineWebber  Global  Growth  &  Inc^  ^/paJneWebber      — * 

-5.0 

7.3 

85 

-17 

4.50 

2.02 

.    D 

A 

Pax  World  Fund/Pax  World 

17.1 

14.7 

4.0 

179 

66 

none 

1.17 

IB 

■  C 

Prudential  Global  Fund's/Prudential 

* 

-6.9 

2.1 

258 

-22 

5.25 

1.57 

1  % 

Prudential  Global  Genesis*/Prudential 

* 

-11.7 

none 

42 

1 

5.25 

3.13 

1.?! 

Prudential  Global  Nat  Resources^/Prudential 

* 

-4.6 

1.9 

32 

-30 

5.25 

2.27 

J,    B 

C 

Putnam  Global  Growth'/Putnam 

20.7 

-5.0 

2.0 

605 

-A 

5.75 

1.49 

S 

Scudder  Global  Fund/Scudder 

* 

-5.2 

3.4 

268 

4 

none 

1.81 

Scudder  Gold  Fund/Scudder 

* 

-3.1 

none 

33 

93 

none 

2.50p 

■  D 

Shearson  Global  Oppor/Shearson 

* 

-8.3 

1.7 

59 

-25 

5.00 

1.70 

5! 

Shearson  Invest-Precious  Metals/Shearson 

* 

-7.9 

0.3 

50 

-27 

5.00b 

2.45 

Smallcap  World  Fund/American  Funds 

* 

6.5 

2.4 

760 

10 

t 

1.29 

Templeton  Emerging  Markets/closed-end 

* 

12.3 

1.5 

183 

-2 

NA 

1.86 

Templeton  Global  Oppor/Templeton 

* 

1.8 

2.8 

178 

-1 

6.25 

1.65 

Templeton  Global  Utilities/closed-end 

* 

5.2 

5.8 

34 

0 

NA 

1.54 

C 

B 

Templeton  Growth  Fund/Templeton 

18.6 

1.4 

3.6     . 

2,685 

1 

8.50 

0.76 

li 

Templeton  Income  Fund/Templeton 

* 

9.0 

9.5 

123 

13 

4.50 

1.04 

'1 

Templeton  Real  Estate  Secs/Templeton 

* 

5.1 

3.7 

32 

182 

8.50 

1.25p 

c 

C 

Templeton  Smaller  Cos  Growth/Templeton 

17.8 

3.5 

2.2 

847 

-5 

8.50 

0.88 

Templeton  Value  Fund/Templeton 

* 

3.2 

0.3 

142 

-20 

8.50 

1.48 

c 

C 

Templeton  World  Fund/Templeton 

17.8 

-1.8 

3.6 

3.992 

-13 

8.50 

0.72 

Thomson  Fund-Global*/Thomson 

* 

-11.1 

none 

34 

-29 

5.50 

1.69 

■  D 

■  C 

United  Sen^ices-Global  Res/United 

» 

-1.3 

0.7 

28 

-11 

none 

2.26p 

United  Senices-World  Gold^/United 

* 

-7.0 

none 

65 

-10 

none 

2.08 

USAA  Investment-Cornerstone/USAA 

* 

1.4 

3.6 

573 

0 

none 

1.18 

Van  Eck  Gold/Resources  Fund/Van  Eck 

* 

-8.2 

0.7 

158 

-19 

6.75 

1.44 

Van  Eck  World  Trends  Fund/Van  Eck 

» 

-7.3 

3.0 

46 

-18 

5.75 

1.71 

Vanguard  World-lntI  GrowthWanguard 

* 

-11.9 

2.0 

825 

0 

none 

0.77 

Vanguard  World-US  Growth*A^anguard 

♦ 

9.5 

1.5 

651 

87 

none 

0.66 

Worldwide  Value  Fund/closed-end 

* 

-14.6 

2.1 

48 

-16 

NA 

2.40 

Yamaichi  Global  Fund/Yamaichi 

♦ 

-14.4 

none 

59 

-28 

4.75 

1.58 

■  Fund  rated  for  twc 
shares.  Performance 
shareholder-paid  12 
exit  fee  and  12b- 1.2 
Fund,  which  split  in 
not  available. 

)  periods  only;  maximum  allowable  grade  A.     *Fund  not  in  operation  for  full  period.     tClosed  to  new  investors.     #Fund  has  two  classes  of 
!  figures  are  for  class  with  front-end  load  and  no  or  low  12b-l  plan.  Assets  are  for  entire  fund      Expense  ratio  is  in  itahcs  if  the  fund  has  a 
b-1  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force.  'As  of  7/1/91  two  classes  of  shares  available,  one  with  front-end  load,  the  other  with 
Formerly  PaineWebber  Classic  World.  ^  Formerly  Putnam  International  Equities.  'Formerly  United  Services— New  Prospector.  »Half  of  the  Ivest 
two  on  9/85.    b:  Includes  t>ack-end  load  that  reverts  to  distributor,     p:  Net  of  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or 
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FUNB  SURVEY 


Foreign  stock  funds 


f 


U.S. -based  stock  fiinds  with  predominantly  foreign  port- 
folios are  in  this  table.  The  benchmark  for  measuring  these 
fijnds  is  a  Morgan  Stanley  index  that  tracks  the  perfor- 
mance, in  U.S.  dollars,  of  over  1,000  stocks  in  Europe, 
Australia  and  the  Far  East.  This  index  was  off  12.8%  for  the 
12  months  ended  in  June — reflecting  not  only  the  price 
movements  of  foreign  stocks  but  also  strength  in  the  dollar 


against  most  foreign  currencies.  The  T.  Rowe  Prici 
International  Stock  Fund  was  the  only  foreign  stock  fun 
to  qualify  for  our  honor  roll  (page  160),  which  demands 
good  long-term  return  and  a  good  down  market  grade.  T< 
be  listed  in  the  following  table,  a  fiind  must  be  based  in  th 
U.S.,  have  at  least  $25  million  in  assets  and  have  at  least 
full  year  of  performance  history. 


PaW 


Rising  markets 


Declining  maxk 


Ratio  scale 
(9/30/82  =  100) 


9/30/82  to 
3/31/84 


7/31/84  to 
8/31/87 


10/31/8710 
12/31/89 


3/31/84  to 
7/31/84 


12/31/89  to 
6/3(V91 


700 
600 


Morgan  Stanley's  EAFE  index,  scaled  so  that 
Sept.  30,  1982  is  100,  determines  the  market 
segments  against  which  foreign  equity  funds 
are  measured.  The  index  reflects  both  stock 
prices  and  the  effects  of  currency  movements. 


Performance     Fund/distributor 

UP  DOWN 

markets      markets 


Morgan  Stanley  Capital  IntI  EAFE  index 
Forbes  foreign  stock  fund  composite 

B  C         Alliance  International  Fund^/Alliance 

Alliance  New  Europe  Fund/Alliance 
C  D         ASA  Limited/closed-end 

Asia  Pacific  Fund/closed-end 

Austria  Fund/closed-end 

Boston  Co  Inv-lnternational/Boston  Co 

Brazil  Fund/closed-end 

Chile  Fund/closed-end 

Counsellors  International  Equity/Counsellors 

Dean  Witter  European  Growth/Dean  'Vitter 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  'Fund  not  in  operation  for  full  period.  ^Distributor  may  impose  redemption  tee,  wttich  proceeds 
revert  to  the  fund.  #Fund  has  two  classes  of  shares.  Performance  figures  are  for  class  with  front-end  load  and  no  or  low  I2t>-1  plan.  Assets  are  for  entire 
fund.  Expense  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  1 2b- 1  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force,  b:  Includes  t>ack-«nd  load  that 
reverts  to  distributor,     p:  Net  of  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available. 


^Total  return 

Annual         Last 
average          12 

9/82        months 
to  6/91 

Yield 

Assets 

6/30/91    %  change 
($mil)      91vs90 

Maximum 

sales 

charge 

Annual 

expenses 

per  $100 

22.1% 

-12.8% 

2.1% 

14.9% 

-8.3% 

2.3% 

$1.67 

18.6% 

-19.4% 

0.2% 

$218 

-18% 

5.50% 

$1.53 

* 

-22.7 

8.3 

129 

-48 

5.50 

1.52 

5.4 

-12.4 

7.5 

450 

-18 

NA 

0.43 

— * 

-9.4 

0.6 

118 

-18 

NA 

1.85 

— * 

-26.2 

2.1 

88 

-29 

NA 

1.75 

j-- 

-14.4 

1.5 

27 

-24 

none 

1.60 

J-- 

41.7 

none 

169 

42 

NA 

225 

— * 

88.7 

3.9 

155 

78 

NA 

2.04 

— * 

-0.4 

2.9 

57 

71 

none 

1.46p 

— * 

-14.1 

0.8 

289 

26 

5.00b 

2.41 
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*erfonnance 

DOWN 
ets    markets 


Fund/distributor 


-Total  retufTV- 


Annual         Last 
average  12 

9/82         months 


Yield  Assets Maximiim     Annual 

6/30/91    %  change      sales       expenses 
($mil)      91vs90      charge      per  $100 


«cfl 

to  6/91 

'  ■ 

Morpn  Stanley  Capital  Inti  EAFE  index 

22.1% 

-12.8% 

2.1% 

:''■ 

Fort)es  foreign  stock  fund  composite 

14.9% 

-8.3% 

2.3% 

$1.67 

;^.| 

Emerging  Germany  Fund/ck)sed-end 

— • 

-22.2% 

2.3% 

$120 

-24% 

NA 

$1.37 

-M  bc 

■  C 

EuroPacific  Growth  Fund/Amencan  Funds 

— * 

-2.4 

1.9 

1.276 

58 

5.75% 

1.28 

1 

Europe  Fund/ctosed-end 

— * 

-10.7 

5.9 

102 

-16 

NA 

NA 

I 

European  Emerging  Companies/USF&G 

— * 

-25.1 

0.4 

26 

-27 

5.75 

2.25P 

'—il 

Fenimore  Intemational-Equity/Bumham 

— * 

-3.3 

none 

36 

-21 

5.00 

2.88p 

1 

Fidelity  Europe  Fund/Fidelity 

— ' 

-18.9 

2.6 

287 

-36 

3.00 

1.36 

H 

Fidelity  Intl  Growth  &  Income/Fidelity 

— ' 

-5.2 

3.3 

37 

2 

2.00' 

2.01p 

H 

Fidelity  Overseas  Fund/Fidelity 

— ' 

-15.0 

2.8 

911 

-18 

3.00 

1.55 

■ 

Fidelity  Pacific  Basin  Fund/Fidelity 

— ' 

-12.9 

1.3 

100 

-2 

3.00 

1.97 

il    ^ 

0 

Fidelity  Select-Prec  Metals  &  Mins/Fidelity 

4.9% 

1.6 

1.2 

186 

1 

3.00 

1.79 

y  H 

Financial  Series-JntI  Growtti/lnvesco 

— * 

-11.2 

0.2 

40 

-11 

none 

1.48p 

1 

Financial  Strategic-European/lnvesco 

— * 

-12.5 

2.5 

65 

-28 

none 

1.29 

Rrst  Australia  Fund/ck>sed-end 

— ' 

2.8 

4.5 

58 

-2 

NA 

2.14 

First  Iberian  Fund/closed-end 

— * 

-15.9 

7.3 

56 

-25 

NA 

2.18 

Flag  Investors  International  Tmst/Brown 

— * 

-21.7 

none 

41 

-19 

4.50 

1.50P 

France  Growth  Fund/ck>sed-end 

— ' 

-8.2 

6.5 

111 

-13 

NA 

2.18 

c 

C 

Franklin  Gold  Fund/Franklin 

9.9 

0.3 

2.7 

287 

3 

4.00 

0.75 

Future  Germany  Fund/closed-end 

— * 

-23.4 

1.7 

160 

-29 

NA 

1.12 

GAM  Intematranal  Fund/GAM 

— • 

-11.6 

0.1 

35 

36 

5.00 

2.30 

GAM  Pacific  Basin  Fund/GAM 

— ' 

-1.7 

3.9 

26 

126 

5.00 

3.74 

Germany  Funtf /closed-end 

— ' 

-22.5 

1.1 

132 

-24 

NA 

1.31 

Growth  Fund  of  Spain/closed-end 

— ' 

-12.3 

3.3 

190 

-16 

NA 

1.38 

GT  Global  Growth-Europe/GT  Global 

— * 

-18.9 

none 

1,344 

-21 

4.75 

1.90 

* 

GT  Global  Growth-lntemational/GT  Global 

— * 

-6.4 

1.3 

432 

24 

4.75 

1.90 

GT  Gk>bal  Growth-Japan/GT  Gk)bal 

— * 

-16.8 

none 

71 

-2 

4.75 

2.25Q 

B 

B 

GT  Global  Growth-PacificAST  Global 

21.6 

-0.7 

2.7 

321 

21 

4.75 

2.10 

GT  Greater  Europe  Fund/ctosed-end 

— * 

-21.0 

1.3 

180 

-22 

NA 

1.89 

Harbor  Intematranal/HCA 

— ' 

-3.3 

2.0 

121 

% 

none 

1.35 

lAI  International  Fund/IAI  Funds 

— ' 

-7.5 

1.2 

32 

-2 

none 

1.73 

IDS  International  Fund/IDS 

— * 

-11.6 

1.9 

220 

-8 

5.00 

1.36 

IDS  Precious  Metals  Fund/IDS 

— * 

-3.5 

2.2 

72 

-12 

5.00 

1.48 

IDS  Strategy-Worldwide  Growth^/lDS 

— • 

-16.7 

none 

39 

-18 

5.00b 

2.47 

Indonesia  Fund/ck>sed-end 

— • 

-31.1 

0.4 

45 

-36 

NA 

2  15 

International  Equity*/Federated 

— * 

-12.1 

1.5 

87 

10 

4.50 

1.32p 

Irish  Investment  Fund/closed-end 

— • 

-17.4 

3.7 

45 

-20 

NA 

1.70 

Italy  Fund/ctosed-end 

— * 

-21.0 

5.3 

72 

-28 

NA 

1.70 

Ivy  International  Fund/Ivy 

— * 

-9.1 

2.7 

78 

-3 

none 

1.66 

Jakarta  Growth  Fund/ctosed-end 

— * 

-24.8 

3.4 

40 

-27 

NA 

1.83 

B 

A 

Japan  Fund/Scudder 

23.0 

-6.6 

1.7 

351 

-8 

rxme 

123 

Japan  OTC  Equity/ctosed-end 

• 

7.1 

1.9 

107 

-1 

NA 

1.43 

C 

8 

Kemper  International  Fun(VKemper 

7  Q  :: 

-6.8 

1? 

•on 

t  -1 

~  ~- 

'     *  1 

■  Fund  rated  for  two  periods  only;  maximum  altowable  grade  A.  ruriu  not  i  i  op^rdtoo  for  full  period  5Distr  cLto*^  may  rmposereoemptiot-. -e^,  A-icn  proceeo? 
revert  to  the  fund.  Expense  ratio  is  m  italics  if  the  fund  ttas  a  sharehokier-paid  I2t>-1  plan  exceeding  0.1%  (htdden  toad)  pending  or  m  /farce,  b:  Inchides 
back-end  load  that  reverts  to  distributor,  p:  Net  of  absorption  of  expenses  by  fund  sponsor.  NA:  Not  applicable  or  not  available.  'Sales  charge  waived  until 
12/91.    *Fund  performance  adjusted  for  secondary  offering.    »Formerfy  IDS  Strategy-Pan  Pacific  Growth     •Formerly  FT  International. 
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FUND  SURVEY 


Performance      Fund/distributor 
UP  DOWN 

markets      markets 


■  B 


C 
A  + 


Morgan  Stanley  Capital  IntI  EAFE  index 
Forbes  foreign  stock  fund  composite 

Keystone  International  Fund/Keystone 

Keystone  Precious  Metals/Keystone 

Kleinwort  Benson  IntI  Equity/Kleinwort 

Korea  FundVclosed-end 

Malaysia  Fund/closed-end 

Merrill  Lynch  EuroFund*/ML  Funds 

Merrill  Lynch  Pacific  Fund*/ML  Funds 
Mexico  FundVclosed-end 
New  Germany  Fund/closed-end 
Nomura  Pacific  Basin  Fund/Nomura 
Oppenheimer  Gold  &  Spec  Mins/Oppenheimer 

Pacific-European  Growth  Fund/closed-end 

PaineWebber  Europe  Growth  Fund^/PaineWebber 

Portugal  Fund/closed-end 

T  Rowe  Price  IntI  Discovery/Price 

T  Rowe  Price  IntI  European  Stock/Price 

T  Rowe  Price  IntI  Stock/Price 
Rodney  Square  IntI  Equity/Rodney  Sq 
Scudder  International  Fund/Scudder 
Scudder  New  Asia  Fund/closed-end 
Scudder  New  Europe  Fund/closed-end 

Shearson  Equity-lnternational/Shearson 
Spain  Fund/closed-end 
Strategic  Investments  Fund/Strategic 
Swiss  Helvetia  Fund/closed-end 
Taiwan  FundVclosed-end 

Templeton  Foreign  Fund/Templeton 
Thai  Fund/closed-end 
Turkish  Investment  Fund/closed-end 
United  Gold  &  Government  Fund/Waddell 
United  International  Growth/Waddell 

United  Kingdom  Fund/closed-end 
United  Services-Cold  Shares/United 
USAA  Investment-Gold  Fund/USAA 
USAA  Investment-lnternationai/USAA 
UST  Master  Funds-lnternational/UST  Sees 

Van  Eck  International  Investors/Van  Eck 
Vanguard  IntI  Index-Europe/Vanguard 
Vanguard  IntI  Index-Pacific/Vanguard 
Vanguard  Special-Gold  &  Prec/Vanguard 
Vanguard  Trustees  Comm-lntl/Vanguard 


Total  return 

Annual         Last 
average          12 

9/82        months 
to  6/91 

Yield 

Assets 

6/30/91    %  change 
($mil)      91vs90 

Maximum 

sales 

charge 

An  d 
exp  id 
per   fl 

22.1% 

-12.8% 

2.1% 

i 

14.9% 

-8.3% 

2.3% 

$1    ' 

11.9% 

-11.2% 

none 

$71 

-26% 

4.00b% 

*^l 

5.0 

0.8 

0.8% 

152 

-10 

4.00b 

^1 

19.1 

-9.1 

1.0 

75 

-19 

none 

ij 

* 

-14.2 

none 

228 

-25 

NA 

ll 

— * 

5.2 

1.4 

107 

3 

NA 

1. 

X 

-9.3 

2.4 

556 

-9 

6.50 

1.. 

27.0 

13.3 

4.6 

372 

14 

6.50 

'A 

43.0 

59.8 

1.5 

464 

56 

NA 

1.4- 

* 

-21.1 

1.8 

317 

-26 

NA 

o.s 

* 

2.5 

3.8 

55 

-9 

none 

1.4 

* 

-10.7 

0.4 

150 

-8 

8.50 

1.4 
r 

* 

-8.2 

2.0 

35 

-9 

NA 

1.7, 

ST 

-17.7 

1.4 

141 

-11 

4.50 

1.7 

* 

-24.8 

1.1 

54 

-26 

NA 

2.0 

* 

-12.8 

1.2 

172 

5 

none 

1.5 

* 

-15.0 

2.2 

91 

-4 

none 

1.7 

20.4 

-9.1 

1.7 

1.291 

11 

none 

1.1 

* 

-13.4 

1.2 

54 

-25 

5.75 

1.7 

20.4 

-11.1 

1.7 

899 

-4 

none 

1.1 

* 

-3.7 

0.5 

111 

-16 

NA 

1.7 

* 

-13.0 

2.5 

160 

-18 

NA 

1.8S 

— * 

-7.2 

0.1 

41 

-30 

5.00b 

2.6C 

— * 

-17.8 

2.4 

111 

-27 

NA 

2.22 

-6.2 

-0.2 

3.5 

32 

-9 

8.50 

1.96 

* 

-14.7 

0.4 

101 

-15 

NA 

1.77 

■* 

25.1 

none 

141 

89 

NA 

2.34 

* 

-5.1 

3.5 

1,119 

27 

8.50 

0.82 

* 

-19.7 

1.3 

158 

-29 

NA 

1.35 

* 

-50.8 

none 

53 

-51 

NA 

2.00 

* 

-0.2 

1.7 

52 

-17 

8.50 

1.65 

15.6 

-10.4 

2.0 

259 

-11 

8.50 

1.20 

* 

-6.1 

2.2 

41 

-13 

NA 

2.19 

0.9 

-3.8 

2.8 

295 

0 

none 

1.50 

* 

-6.6 

0.9 

134 

-6 

none 

1.46 

* 

-10.6 

0.6 

26 

11 

none 

1.81 

* 

-10.7 

1.7 

36 

40 

4.50 

1.61 

8.4 

1.4 

1.9 

658 

-6 

8.50 

0.97 

• 

-12.4 

1.8 

132 

172 

none 

0.40 

* 

-9.8 

0.6 

67 

354 

none 

0.35 

* 

2.6 

3.3 

175 

9 

none§ 

0.42 

* 

-14.5 

3.7 

843 

3 

norte     • 

0.44 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  'Fund  not  m  operation  for  full  period.  §Distnbutor  may  impose  redemption  fee.  which  proceed 
revert  to  the  fund.  #Fund  has  two  classes  of  shares.  Performance  figures  are  for  class  with  front-end  load  and  no  or  low  12t)-l  plan.  Assets  are  for  entir 
fund .  Expense  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  1 2b- 1  plan  exceeding  0.1%  (hidden  load)  pending  or  m  force,  b.  I  ncludes  t>ack-«nd  toad  ttw 
reverts  to  distributor,  p:  Net  of  absorption  of  expenses  by  fund  sponsor.  NA;  Not  applicable  or  not  available. 'Fund  performance  adjusted  for  secondar 
offering.    'Asof  7/1/91  two  classes  of  shares  available,  one  with  front-end  load,  the  other  with  exit  fee  and  12b-l. 

Distributor  table,  page  294.  Rules,  page  210. 
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TAKE  THE  GUESSWORK  OUT 
OF  CHOOSING  MUTUAL  FUNDS 


^i 


1.5 


J.9 


;.7 
■7 
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171 
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:« 
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T.  Rowe  Price  Spectrum  Funds. 

With  over  3,000  mutual  funds  avail- 
able, it's  hard  to  know  where  to  put 
SPECTRUM  your  money.  Uncertain  financial 

markets  can  make  the  job  even  more 
difficult.  That's  why  T.  Rowe  Price  de- 
veloped the  Spectrum  Funds.  In  one  easy  step,  they  can 
give  you  a  professionally  managed, 
diversified  portfoho  of 
T.  Rowe  Price  funds. 


diversification,  capital  appreciation,  dividend  in- 
come, and  money  market  safety. 
Spectrum  Income  Fund  invests  principally  in 
T.  Rowe  Price  income  funds,  which  offer  safety, 
attractive  income,  foreign  diversification,  and 
dividend  income  with  capital  growth. 


Growth 
stocks 


Growth  and 
income  stocks 


Choose  your  goal. 
Well  do  Hie  rest. 


Aggressive 
growth  stocks 


International 
stocks 


Undervalued 
stocks 


Money  market 
securities 


Short-term 
bonds 


High-quaUty 
bonds 


With  Spectnmi,  you 
simply  choose  Spectrum 
Growth  Fund  or 
Spectrum  Income      „  , 

'^  Money  market 

Fund,  or  both.  Then     securities 
you  won't  need  to 
worry  about  selecting 
the  right  mix  of  funds 
or  moving  your  money  in 
response  to  long-term 
market  trends.  Our  investment 
professionals  will  do  that  for  you. 

Each  Spectrum  Fund  consists  of  a  diversified 
portfoho  of  T.  Rowe  Price  mutual  funds.  By  investing 
in  several  funds  simultaneously,  each  Spectrum  Fund 
combines  different  investment  approaches  and  invests 
in  different  market  sectors.  Our  experts  adjust  the  mix 
of  funds,  as  needed,  to  help  you  reach  your  goals. 

Of  course,  there  can  be  no  guarantee  that  the  Funds 
objectives  will  be  met.  However,  the  long-range  focus 
makes  Spectrum  ideal  for  your  IRA  and  other  long- 
term  plans. 

Spectrum  Growth  Fund  invests  primarily  in 
T  Rowe  Price  stock  funds  to  give  you  worldwide 


Spectrum  provides  an  instantly 
diversified  portfolio. 


The 

Income 

Fund 


Foreign 
bonds 


High-yield 
bonds 


The  T.  Rowe  Price 
advantage. 

T.  Rowe  Price  has  been 
helping  people  meet  their 
investment  objectives  for 
over  50  years,  and  cur- 
rendy  manages  over 
S30  billion  in  assets. 
There  is  a  low  $2,500 
minimum  for  each 
Spectrum  Fund 
(Sl,OOOforIRAs). 
Plus,  the  Funds  are  100% 
no-load— no  sales  charges! 
Send  for  a  free  information 
kit,  or  call  toll  free  24  hours: 
800-541-8312. 


High-dividend 
stocks 


r 


I  want  the  right  mix  of  hinds— 
in  one  easy  step. 

T.  Rowe  Price,  100  E.  Pratt  St.,  Baltimore,  MD  2 1202 
I  want  to  learn  how  the  Spectnim  Funds  can  help  meet  my  long-term 
investment  goals.  Send  a  prospectus  with  more  complete  informauon, 
including  management  fees  and  other  charges  and  expenses.  I  will  read  it 
carefully  before  I  invest  or  send  money. 


Name 

Address 

City/Sute/Zip  SPC013222 

Phone       D  Home        D  Business 


Invest  With  Cctifiilcncc 

T.RoweRioe 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


FUND  SURVEY 


Global  bond  funds 


Funds  that  buy  bonds  from  foreign  governments  and 
bonds  and  commercial  paper  from  overseas  corporations 
are  listed  here;  many  of  the  funds,  especially  those  with 
"global"  in  the  name,  also  buy  U.S.  paper.  Such  fiinds  are 
a  fairly  new  investment  tool  for  U.S.  investors,  so  new,  in 
fact,  that  only  one,  mfs  Worldwide  Governments,  has 
enough  history  to  show  a  long-term  return.  On  average. 


global  bond  funds  delivered  a  9.9%  total  return  over  tl 
last  12  months.  In  the  1990  survey  they  averaged  a  onc-i 
year  total  return  of  13.6%.  These  funds  are  a  bet  on  tww 
things:  a  decline  in  interest  rates  abroad  and  a  decline  w 
the  value  of  the  dollar.  Over  the  past  year  the  dollar  wa$< 
fairly  strong  against  most  foreign  currencies.  As  a  resultj 
these  fiinds  didn't  perform  as  well  as  they  did  a  year  earlier.) 


^ 


Total  return 

Yield 

Assets 

Maximum 

Annual 

Annual 

Last 

6/30/91 

%  change 

sales 

expenses 

average 

12 

(millions) 

•91vs'90 

charge 

per  $100 

9/82 

months 

to  6/91 

9.9% 

10.6% 

$1.42 

* 

12.1% 

13.8% 

$111 

-2% 

NA 

$2.90 

* 

10.5 

10.5 

5,202 

448 

3.00% 

1.18 

* 

12.4 

7.5 

60 

63 

4.75 

1.52 

* 

4.1 

12.7 

434 

1 

5.00b 

1.76 

* 

12.2 

8.9 

130 

61 

none 

1.43 

* 

20.1 

12.0 

886 

6 

NA 

1.54 

* 

8.2 

12.2 

43 

134 

4.00 

0.25p 

* 

10.4 

9.3 

181 

-5 

3.00b 

1.90 

* 

8.0 

6.7 

346 

-7 

NA 

1.09 

* 

8.6 

12.7 

232 

-3 

NA 

1.21 

* 

6.7 

10.3 

554 

-6 

NA 

1.03 

* 

7.6 

9.9 

47 

18 

4.75 

1.82 

* 

8.2 

9.9 

46 

132 

5.00 

1.73p 

* 

8.2 

7.5 

68 

-10 

2.25 

1.82 

* 

3.3 

7.4 

31 

13 

2.25 

1.66 

* 

6.7 

10.5 

54 

223 

2.25 

1.59 

* 

17.7 

9.3 

70 

7 

NA 

1.68 

* 

10.1 

13.3 

302 

9 

4.00 

1.06 

13.7% 

8.4 

8.2 

172 

41 

4.75 

1.44 

* 

10.8 

12.9 

1,470 

33 

5.00b 

1.86 

* 

9.7 

8.9 

286 

-7 

none 

1.15 

♦ 

14.0 

8.1 

287 

46 

4.75 

1.65 

* 

12.3 

10.0 

446 

-2 

NA 

1.08 

* 

9.4 

10.0 

1,099 

-4 

NA 

1.02 

* 

14.9 

9.8 

144 

96 

none 

1.35p 

* 

9.0 

16.5 

49 

-20 

5.00b 

2.00 

* 

6.1 

10.8 

492 

NM 

3.00 

1.25p 

♦ 

4.2 

10.6 

178 

-4 

NA 

1.09 

* 

11.7 

10.7 

966 

0 

NA 

0.82 

* 

9.7 

10.2 

91 

114 

4.75 

1.61 

* 

10.6 

16.0 

285 

-4 

NA 

0.87 

Forbes  global  bond  fund  composite 

ACM  Managed  Multi-Market  Trust/closed-end 
Alliance  Short-Term  Multi-Market'^/Alliance 
Capital  World  Bond  Fund/American  Funds 
Dean  Witter  World  Wide  Income/Dean  Witter 
Fidelity  Global  Bond  Fund/Fidelity 
First  Australia  Prime  Income/closed-end 

Franklin  Global  Opportunity  Inc/Franklin 
Freedom  Inv  ll-Global  Income/Freedom 
Global  Government  Plus/closed-end 
Global  Income  Plus  Fund/closed-end 
Global  Yield  Fund/closed-end 
GT  Investment-Global  Bond/GT  Global 

IDS  Global  Bond  Fund/IDS 

IntI  Currency-GlobalVHuntington 

IntI  Currency-Hard  Currency/Huntington 

IntI  Currency-High  Income/Huntington 

Kleinwort  Benson  Australian  Inc/closed-end 

Merrill  Lynch  Global  Bond  Inv  &  Ret^^/ML  Funds 

MFS  Worldwide  Governments^/Mass  Fin! 
PaineWebber  Global  Income  Fund^/PaineWebber 
T  Rowe  Price  International  Bond/Price 
Putnam  Global  Governmental  Income/Putnam 
Putnam  Master  Income  Trust/closed-end 
Putnam  Premier  Income  Trust/closed-end 

Scudder  International  Bond/Scudder 
Shearson  Income-Global  Bond/Shearson 
Shearson  S-T  World  Income/Shearson 
Templeton  Global  Govt  Income/closed-end 
Templeton  Global  Income  Fund%losed-end 
Van  Eck  World  Income  Fund/Van  Eck 
World  Income  Fund/closed-end 

*Fund  not  in  operation  for  full  period.  #Fund  has  two  classes  of  shares.  Performance  figures  are  for  class  with  front-end  load  and  no  or  low  I2t>-1  plan.  Assets  are 
for  entire  fund.  Expense  ratio  Is  in  italics  if  the  fund  has  a  shareholder-paid  12b-l  plan  exceeding  0.1%  (hidden  load)  pendingorm  force,  b:  Includes  back-end 
load  that  reverts  to  distributor,  p;  Net  of  absorption  of  expenses  by  fund  sponsor.  NA:  Not  applicable  or  not  available.  NM:  Not  meaningful.  'Invests  in  foreign 
money  market  instruments.  ^Formerly  Merrill  Lynch  Retirement  Global  Bond.  ^Formerly  Mass  Financial  International-Bond.  'As  of  7/1/91  two  classes  of 
shares  available,  one  with  front-end  load,  the  other  with  exit  fee  and  12b- 1.    ^Pund  performance  adjusted  for  secondary  offering. 

Distributor  table,  page  294.  Rules,  page  210. 
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"  Software  for 
mahogany  dealers 
doesn't  grow 
on  trees." 


"I  sell  exotic  hardwoods,  so  I  need 
software  that's  pretty  unusual.  I  spent 
two  years  looking  for  the  right  thing, 
with  no  luck. 

"Finally  I  decided  to  call  IBM,  and 
in  one  day,  they  found  what  I  needed. 
You  know  what's  amazing  about  that? 
That  I  hadn't  called  them  sooner" 

Over  21,000  software  applications 
(from  IBM  and  others)  are  listed  at  IBM's 
National  Solution  Center,  along  with 
over  16,000  customer  references. 

Which  means  we  can  find  the  right 
software  for  nearly  any  kind  of  business 
and,  most  likely  the  names  of  companies 
who  are  already  using  it. 

To  put  IBM's  National  Solution  Center 
to  work  for  you,  call  us  at  1  800  IBM-6676, 

ext.  975.  We'll  arrange ^^ 

for  an  IBM  marketing      5    =-r  SST^ 
rep  to  call  you.  SSISTsTs 


■S'TOl  IBM  Corporal" 


FUND  SURVEY 


Hot  funds 

Pay  attention  to  these  funds.  They're  either  popping  up  as 
hot  performers  over  the  past  year  or  gaining  assets  rapid- 
ly— or  both.  Neither  kind  of  gain,  of  course,  is  a  good 
reason  in  itself  to  buy  a  fund.  Rather,  these  lists  give  you  a 
quick  look  at  the  fads  and  trends  that  will  be  affecting  the 
pitches  you  hear  for  funds.  Health  care  stocks,  for  instance, 
have  done  well  recendy,  and  as  a  result  a  lot  of  buyers  are 
crowding  into  health  sector  fiinds.  Should  you  join  the 
rush?  Not  before  taking  a  long  look  at  the  stocks  these 
fiinds  own,  and  their  sometimes  steep  price/earnings 
ratios.  The  Chile,  Mexico  and  Brazil  funds  have  also  been 
sizzling  of  late. 


The  standout  seller  in  fixed-income  investing  is  Alliam 
Short-Term  Multi-Market,  which  picked  up  S4.3  billi 
of  assets  in  12  months.  "People  were  rolling  over  CDs 
seeing  numbers  that  they  hadn't  seen  in  several  years,"  sa; 
Robert  Sinche,  the  Alliance  Fund's  portfolio  manag 
They  see  the  yields  offered  by  Sinche's  portfolio  of  mosdy 
overseas  bonds  and  buy.  Sinche,  reminding  buyers  that  his 
fund  is  chancier  than  an  insured  certificate  of  deposit, 
nonetheless  says  he  limits  currency  risk  with  hedges. 
Unfortunately,  there  is  no  way  to  get  a  10.5%  return 
without  taking  some  kind  of  risk — with  currencies,  inter- 
est rates  or  credit  quality. 


Fund/distributor 


Big  performers 

Chile  Fund/closed-end 

Mexico  Fund/closed-end 

Fidelity  Select-Biotechnoic^/Fideiity 

Fidelity  Select-Health  Care/Fidelity 

Fidelity  Select-Medical  Delivery/Fidelity 

Brazil  Fund/closed-end 
Financial  Strategic-Health  Sci/lnvesco 
Oppenheimer  Global  Bio-Tech/Oppenheimer 
H&Q  Healthcare  Investors/closed-end 
20th  Century  Ultra  lnvestors/20th  Century 

Bergstrom  Capital/closed-end 
Phoenix  Multi-Capital  Apprec/Phoenix 
Taiwan  Fund/closed-end 
Vanguard  Special-Health  Care/Vanguard 
United  New  Concepts  Fund/Waddell 


Type 


Assets 

6/30/91  change  vs  6/30/90 

($mil)  ($mil)  % 


12-month 
total 
return 


Manager  (years) 


foreign  stock 

$155 

$68 

78% 

88.7% 

Emilio  Bassini  (1) 

foreign  stock 

464 

167 

56 

59.8 

Jose  Luis  Gomez  Pimienta  (10) 

US  stock 

483 

326 

208 

49.9 

Michael  Gordon  (1) 

US  stock 

639 

347 

119 

45.0 

Andrew  Offit(l) 

US  stock 

119 

75 

166 

43.3 

Charles  Mangum 

foreign  stock 

169 

50 

42 

41.7 

Edmund  B  Games  Jr  (3) 

US  stock 

360 

272 

309 

41.5 

John  Kaweske  (6) 

global  stock 

68 

55 

441 

31.7 

Kenneth  Obennan  (3) 

US  stock 

87 

16 

23 

31.4 

Alan  G  Carr  (4) 

US  stock 

1,147 

749 

189 

30.1 

Multiple  managers'  (8) 

US  stock 

89 

16 

22 

29.2 

Erik  E  Bergstrom  (14) 

US  stock 

65 

54 

480 

27.5 

Robert  Chesek(l) 

foreign  stock 

141 

66 

89 

25.1 

Danny  Chan  (5) 

US  stock 

349 

215 

160 

24.1 

Edward  Owens  (7) 

US  stock 

86 

20 

31 

23.7 

Mark  Seferovich  (2) 

?tvle 


♦  ; 


Fast  growers 


Alliance  Short-Term  Multi-Market/Alliance 

global  bond 

$5,202 

$4,253 

448% 

10.5%2 

Robert  Sinche  (2) 

Franklin  Adj  US  Govt  Securities/Franklin 

US  bond 

2,360 

2,044 

646 

9.3 

Jack  Lemem  (3) 

Investment  Co  of  America/American  Funds 

US  stock 

7,643 

1,769 

30 

83 

Multiple  managers'  (8) 

Washington  Mutual  Investors/American  Funds 

US  stock 

6,792 

1,443 

27 

8.5 

Multiple  managers'  (8) 

Vanguard  Fixed  Income-GNMA/Vanguard 

US  bond 

3,564 

1,246 

54 

11.6 

Paul  Sullivan  (11) 

Fidelity  Magellan  Fund/Fidelity 

US  stock 

15,252 

1,213 

9 

9.7 

Morris  Smith  (1) 

Aim  Equity  Weingarten  Fund/AIM 

US  stock 

1.663 

979 

143 

10.3 

Multiple  managers'  (7) 

Franklin  Calif  Tax-Free  Income/Franklin 

municipal  bond 

11,775 

856 

8 

7.2 

Bernie  Schroer  (4) 

20th  Century  Ultra  lnvestors/20th  Century 

US  stock 

1,147 

749 

189 

30.1 

Multiple  managers'  (8) 

Janus  Fund/Janus 

US  stock 

1,960 

714 

57 

7.4 

James  P  Craig  III  (6) 

'Average  tenure  of  managers,  with  ten  years  maximum  credit  for  each.    *Fund  has  two  classes  of  shares.  Performance  is  for  A  shares:  assets  are  for  entire  fund.  > 
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Timing 
Is  Everything. 


Unlimited  luxury.  Limited-time  offer. 

Now  you  can  enjoy  all  the  substance  of  Cadillac 
Style  with  a  substantial  year-end  bonus.  Receive  $2,500 


$ 


Up  to 


2.500 

direct  from  Cadillac 

direct  from  Cadillac  when  you  purchase  a  new  1991 
Brougham;  $2,000  on  any  new  1991  De  Ville  or  Fleetwood; 


and  $1,500  on  any  new  1991  Seville  or  Eldorado. 

To  take  advantage  of  this  limited-time  offer,  you 
must  purchase  and  take  retail  delivery  out  of  dealer 
stock  by  September  25, 1991.  See  your  participating 
dealer  for  details. 

Special  SmartLease«  terms  available. 

Or  if  you  prefer  the  convenience  of  leasing,  your  Cadillac 
dealer  is  also  offering  attractive  SmartLease  terms. 

But  act  promptly.  Because  the  selection  of  these  lux- 
urious CacUllacs  continues  to  diminish.  And  whether 
you  prefer  to  lease  or  buy,  there's  something  else  about 
time.  It  passes  very  quickly. 

Please  call  1-800-333-4CAD  for  product  litera- 
ture and  the  location  of  your  nearest  Cadillac  dealer. 


THE     ONLY     WAY     TO     TRAVEL     IS 


CADILLAC     STYLE. 


i.kirUpAmmca' 
il^CMCorp  AURichtvK 
T\TUX,ELDORADO,FLEFrWOOO,B«OUCHAM. 


jrw 


FUND  SURVEY 


Taxable  bond  funds 


To  make  the  list  below,  a  fund  must  have  at  least  $100 
million  in  assets  and  at  least  a  full  year  of  performance 
history.  To  be  graded,  a  fund  must  have  five  years  of 
results.  Our  benchmark  for  the  grading  system  is  the 
Merrill  Lynch  corporate/government  bond  index.  Each 
month  in  the  period  is  pegged  as  bearish  or  bullish, 
according  to  the  price  of  the  Merrill  Lynch  index.  For  each 


rated  fiind  a  composite  bull  market  performance  (incorpo-^ 
rating  both  price  and  interest  return)  is  calculated  ar 
funds  are  awarded  grades  on  a  curve.  The  same  exercise  i 
done  to  score  bear  market  performance.  Junk  bond  fluu 
are  graded  with  a  slightly  different  formula;  see  page  278. 
Municipal  bond  funds  are  graded  in  a  table  beginning  on'l 
page  280.  Global  bond  funds  are  on  page  264. 


Index  6/30/86  =  100 


110 


100 


90 


80 


70 


60 


Rising  markets 
Declining  maricets 


The  Merrill  Lynch  corporate/government  bond  i"dex, 
scaled  so  that  June  30,  1986  is  100,  is  the  benchmark 
for  taxable  bond  fund  ratings.  Funds  are  measured 
by  their  composite  bull-  and  bear-month  performance. 


tr 


1986 


1987 


1988 


1989 


1990 


1991 


Performance     Fund/distributor 
UP  DOWN 

markets     markets 


Total  return 

Annual         Last 
average  12 

6/86        months 
to  6/91 


Yield  Assets Maximum     Annual 

6/30/91    %  change      sales       expenses 
($mil)      91vs90      charge     per  $100 


Merrill  Lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 

8.3% 
7.8% 

10.4% 
9.9% 

8.6% 
9.1% 

$1.05 

D 
C 

A 
C 

AAL  Income  Fund/AAL 
AARP  Inc-GNMA  &  US  Treas/Scudder 
AARP  Inc-High  Quality  Bond/Scudder 
ACM  Government  Income  Fund/closed-end 
ACM  Government  Opportunity/closed-end 

* 

8.4% 
7.6 

* 

* 

10.3% 
10.6 
9.0 
11.5 
11.9 

7.9% 

8.3 

7.5 
12.7 
11.9 

$146 

2.942 

174 

473 

104 

42% 
15 
19 
-1 

1 

4.75% 

none 

none 

NA 

NA 

si.oop  \ 

0.79    ^ 
1.14p 
1.37 
1.24 

D 

C 

ACM  Government  Securities/closed-end 
ACM  Government  Spectrum/closed-end 
ACM  Managed  Income  Fund/closed-end 
Advantage  Government  Securities/Advest 
Aim  Limited  Maturity  Treasury  Shs/A.'M 

* 

* 

* 

5.5 

* 

11.3 
11.0 
11.2 
10.9 
9.2 

12.9 

11.9 

12.4 

8.0 

7.3 

657 
267 
157 
104 
124 

-1 

-1 

-38 

67 

NA 

NA 

NA 

4.00b 

1.75 

1.32 

1.42 

1.10 

1.43p 

0.54p 

ti(hKMen 
stributor. 

•Fundnot  inoperati 
load)  pending  or  in 
p:  Net  of  absorption 

on  f or  f  u  1 1  per lod .     tClosed  to  new  investors.     Expense  ratio  is  in  italics  if  the  fund  tras  a  shareholder-paid  1 2b- 1  plan  exceeding  0. 1 1 
force.    §Distributor  may  impose  redemption  fee.  which  proceeds  revert  to  the  fund,     b:  Includes  back-end  load  that  reverts  to  di 
of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available. 

Distributor  table,  page  294.  Rules,  page  210. 
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"1  can*t  believe  how  painlessly 
the  claim  was  settled." 


"1  can.  We're  insured  by  Chubb. 


While  experiencing  a  loss  is  never  easy,  settling  a  claim  with  Chubb  is. 

A  recent  survey  of  Chubb  customers  who  have  submitted  claims  showed  97%  were  very  satisfied 
with  how  their  claims  were  settled.  The  source  of  their  satisfaction?    Chubb's  overall  service  and  quick 
response  to  claims  —  usually  within  24  hours  or  less.  ii^ 

Wherever  you  find  fine  homes,  you'll  find  people  who  appreciate  Chubb's  consci- 
entious claim  service  and  superb  insurance  protection.  Enjoy  their  same  confidence  and 
sense  of  security.  See  your  agent  or  broker,  or  call  1-800-36  CHUBB.  ^^-,-  iia^ 


For  promotional  purposes,  Chubb  refers  to  the  member  insurers  of  the  Chubb  Group  of  Insurance  Companies  who  issue  coverage. 
Chubb  IS  proud  to  participate  in  "American  Playhouse."  Watch  for  it  on  PBS. 


CHUBB 


■f!>:f!i:jiinii;iini];iiKi 


FUND  SURVEY 


c 

B 

c 

B 

B 

C 

D 

B 

B 

B 

A  + 

F 

Performance     Fund/distributor 
UP  DOWN 

markets      markets 


Merrill  Lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 

D  B         Alliance  Bond-US  Government/Alliance 

C  B         Alliance  Mortgage  Sees  Income/Alliance 

Allstate  Prime  Income  TrustVclosed-end 

American  Adj  Rate  Term-1995/closed-end 

D        American  Capital  Bond  Fund/closed-end 
D  B         American  Capital  Corp  Bond/American  Cap 

B  D         American  Capital  Govt  Sees/American  Cap 

American  Capital  Income  Trust/closed-end 
American  Government  Income/closed-end 

American  Government  Income  Port/closed-end 
American  Opportunity  income/closed-end 
AMEV  Securities/closed-end 
AMEV  US  Govt  Securities  Fund/AMEV 
Babson  Bond-Portfolio  L/Jones  &  Babson 

Bartlett  Capital-Fixed  Income/Bartlett 
Benham  GNMA  Income/Benham 
Benham  Target  Maturities-2005/Benham 
Benham  Target  Maturities-2015/Benham 
D         Benham  Treasury  Note  Fund/Benham 

Bernstein  Govt  Short  Duration/Bernstein 
Bernstein  Intermed  Duration/Bernstein 
Bernstein  Short  Duration  + /Bernstein 
Blackstone  Income  Trust/closed-end 
Blackstone  Target  Term  Trust/closed-end 

C  Bond  Fund  of  America/American  Funds 

A  Cardinal  Government  Obligations^/Cardinal 

D  Cigna  Income  Fund/Cigna 

D  Colonial  Government  Sees  Plus/Colonial 

B  Colonial  Income  Trust/Colonial 

Colonial  InterMarket  Income  I/closed-end 

Colonial  US  Government  Trust/Colonial 
A  C         Columbia  Fixed  Income  Sees/Columbia 

Common  Sense-Government/Common  Sense 
C  B         Composite  US  Govt  Securities/Murphey 

Comstock  Partners  Strategy  Fund/closed-end 
Dean  Witter  Government  Income/closed-end 
Dean  Witter  Govt  Sees  Plus/Dean  Witter 
Dean  Witter  Intermed  Income/Dean  Witter 
D  A         Dean  Witter  US  Govt  Securities/Dean  Witter 

*Fund  not  in  operation  for  full  period.     tClosed  to  new  invesiors.     §Distributor  may  impose  redemption  fee,  wfiich  proceeds  revert  to  the  fund.     Expense  ratioi 
italics  if  the  fund  tias  a  stiareholder-paid  12b-l  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force,     b:  Includes  back-end  load  that  reverts  to  distributor.'^ 
p:  Net  of  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available.  'Closed-end  fund  that  acts  like  a  money  market.  'Formefly  C«rdir 
Government  Guaranteed  Fund. 


Total  return 

Annual         Last 
average          12 

6/86        months 
to  6/91 

Yield 

Assets 

6/30/91    %  change 
($mil)      91vs90 

Maximum 

sales 

charge 

Annuafl 
expensM 
perSloi 

8.3% 

10.4% 

8.6% 

1 

7.8% 

9.9% 

9.1% 

$1.05  1 

7.8% 

9.0% 

10.4% 

$491 

-4% 

4.75% 

$1.11  1 

9.2 

12.9 

9.9 

495 

-3 

4.75 

ij^l 

* 

9.4 

9.0 

471 

105 

NA 

1.48  1 

* 

10.0 

9.3 

107 

0 

NA 

0.65  i 

5.7 

9.6 

9.5 

204 

0 

NA 

0.71  i 

7.7 

10.7 

9.3 

185 

-9 

4.75 

0.94  1 

7.5 

11.9 

8.8 

3,732 

-9 

4.75 

O.95I 

* 

9.2 

12.5 

110 

-4 

NA 

1.00  1 

* 

16.6 

11.4 

148 

5 

NA 

0.99  i 

* 

16.9 

11.1 

217 

6 

NA 

0.99  jl 

* 

13.6 

11.2 

195 

2 

NA 

i.oea 

8.5 

14.7 

10.9 

112 

5 

NA 

0.81 

8.7 

10.8 

9.4 

352 

127 

4.50 

7.9 

9.0 

8.6 

102 

21 

none 

0.97 

7.9 

8.5 

7.4 

148 

-6 

none 

1.00 

9.5 

11.4 

8.6 

495 

61 

none 

0.72 

14.1 

11.6 

3.9 

121 

220 

none 

0.70D 

* 

7.9 

5.4 

230 

-28 

none 

0.62 

6.8 

10.0 

7.3 

194 

87 

none 

0.73 

* 

9.3 

7.1- 

205 

19 

none 

0.70 

* 

10.3 

7.9 

331 

35 

none 

0.68 

* 

10.0 

7.6 

413 

6 

none 

0.6^ 

* 

18.0 

12.1 

534 

5 

NA 

1  :: 

* 

13.8 

10.0 

907 

3 

NA 

0.92 

7.8 

9.2 

9.5 

2,291 

33 

4.75 

0.76 

8.9 

11.7 

9.2 

122 

5 

4.50 

0.74 

7.3 

7.8 

8.4 

218 

-2 

5.00 

1.00 

7.5 

8.9 

8.4 

2,032 

-14 

4.75 

1.16 

7.3 

9.8 

9.9 

143 

-6 

4.75 

1.23 

* 

9.8 

11.7 

119 

-2 

NA 

1  : 

* 

10.4 

10.1 

311 

273 

4.75 

i.:^p 

8.7 

10.2 

7.9 

164 

38 

none 

0.68 

* 

10.0 

8.4 

165 

28 

6.75 

1,06 

8.3 

11.1 

8.1 

101 

20 

4.00 

1.03 

* 

10.0 

9.6 

1.200 

0 

NA 

0.93 

■k 

11.4 

8.2 

550 

3 

NA 

0.75  w 

* 

9.1 

7.9 

1,265 

-17 

5.00b 

1.50  i 

* 

7.1 

8.6 

113 

-3 

5.00b 

i.75  1 

7.8 

8.8 

9.7 

10,534 

7 

5.00b 

i-^M 

^L 
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In  the  universe  of 
telecommunications 

companies,  some  stars 


;hine  brighter  than  others. 


m 


Growth  in  the 
telecommunications 
industry  has  been  strong. 
But,  within  this  universe  of 
companies,  some  stars  are 
shining  brighter  than  others. 

In  the  last  five  years, 
ALLTEL  Corporation's 
average  total  annual  return 
of  27%  has  outperformed 

the  S&P  and  the  Dow,  as 

well  as  the  average  of  its  peer  group  of  the  nation's  14  largest 

telecommunications  companies. 

If  you'd  like  more  information  about  ALLTEL's  stellar 

performance,  write  or  call  for  a  copy  of  our  annual  report. 

CORPORATION 

'     Telecommunications  •  Cellular  •  Product  Distribution  •  Information  Services 
For  more  information,  call  (501)  661-8999  or  write  to:  ALLTEL  Investor  Relations  •  One  Allied  Drive  •  Little  Rock,  AR  72202 
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FUND  SURVEY 


Performance      Fund/distributor 
UP  DOWN 

markets     markets 


Total  return 

Annual         Last 
average  12 

6/86        months 
to  6/91 


Yield 


Assets Maximum     Annual 

6/30/91    %  change      sales       expen: 
($mil)      91vs90      charge     per$l 


Merrill  Lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 


8.3% 
7.8% 


10.4% 
9.9% 


8.6% 
9.1% 


t 


$1.05 


D 

A 

Delaware  Group  Govt-Govt  Inc  ll/Delaware 

8.1% 

10.5% 

8.7% 

$159 

7% 

6.75% 

$1.10       1 

A 

D 

Dreyfus  A  Bonds  Plus/Dreyfus 

7.6 

8.8 

8.4 

368 

15 

none 

0.85      ^ 

C 

B 

Dreyfus  GNMA  Fund/Dreyfus 

8.2 

10.7 

8.7 

1,517 

6 

none 

0.97      3 

Dreyfus  Strategic  Govt  Income/closed-end 

— * 

9.9 

10.0 

158 

0 

NA 

0.85      - 

C 

A 

Eaton  Vance  Government  Oblig/Eaton  Vance 

8.7 

10.5 

9.8 

284 

0 

4.75 

1.22      i 
1.43      * 

Eaton  Vance  Prime  Rate  ResVEaton  Vance 

_* 

8.8 

8.9 

1,937 

12 

3.00b 

B 

B 

Federated  GNMA  Trust/Federated 

9.7 

11.6 

8.8 

1,288 

-3 

none 

0.52 

D 

A 

Federated  Income  Trust/Federated 

9.1 

11.1 

8.9 

987 

1 

none 

0.50 

D 

A 

Federated  Intermediate  Govt/Federated 

7.9 

10.5 

7.5 

740 

-17 

none 

0.51     '  f 

D 

A  + 

Federated  Short-lntermed  Govt/Federated 

7.7 

9.6 

7.4 

1,220 

-18 

none 

0.48 

C 

C 

Fidelity  Flexible  Bond/Fidelity 

7.5 

9.9 

8.8 

456 

17 

none 

0.67      1 

C 

B 

B 

Fidelity  Ginnie  Mae/Fidelity 

8.8 

11.5 

8.1 

776 

22 

none 

0.80 

C 

C 

Fidelity  Government  Securities/Fidelity 

7.6 

10.4 

8.7 

462 

-5 

none 

0.66      ' 

1 

D 

B 

Fidelity  Intermediate  Bond  Fund/Fidelity 

7.4 

9.1 

7.9 

908 

30 

none 

0.66      ' 

c 

C 

B 

Fidelity  Mortgage  Securities/Fidelity 

8.8 

11.4 

8.2 

405 

5 

none 

0.82 

Fidel  ity  Short-Term  Bond/Fidel  ity 

* 

8.4 

8.9 

259 

27 

none 

0.83 

First  Boston  Income  Fund/closed-end 

* 

13.8 

11.2 

193 

1 

NA 

0.89 

1 

A 

D 

First  Investors  Government  Fund/First  Inv 

7.9 

9.2 

7.6 

308 

33 

6.90 

1.28p 

: 

B 

C 

First  Trust  Fund-US  Govt/Brown  &  Assoc 

9.3 

11.1 

8.5 

174 

-20 

4.50 

0.94 

D 

Flag  Inv  Total  Return  US  Treas^/Brown 

* 

7.8 

8.5 

373 

16 

4.50 

0.88 

A  + 

D 

Fort  Dearborn  Income  Securities/closed-end 

8.6 

9.3 

9.1 

104 

1 

NA 

0.80 

1 

Franklin  Adj  US  Govt  Securities/Franklin 

* 

9.3 

9.2 

2,360 

646 

4.00 

0.30p 

Franklin  Principal  Maturity  Trust/closed-end 

* 

9.7 

10.8 

163 

-1 

NA 

0.98 

i 

C 

A 

Franklin  US  Government  Securities/Franklin 

9.5 

12.2 

9.5 

11,810 

5 

4.00 

0.52 

1 

Franklin  Universal  Trust/closed-end 

* 

5.8 

14.7 

188 

-9 

NA 

1.19 

c 

A 

D 

Freedom  Inv-Govt  Income/Freedom 

8.2 

9.6 

8.9 

145 

7 

3.00b 

1.51      ' 

! 

D 

A 

Fund  for  US  Govt  Securities/Federated 

9.2 

10.8 

9.2 

1.181 

13 

4.50 

0.95 

GNA  Investors-US  Govt  Secs/GNA 

— 

9.9* 

8.4 

116 

72 

5.00b 

1.82 

1 

C 

A 

Government  Income  Securities/Federated 

9.0 

11.0 

9.5 

1,402 

9 

1.75b 

0.90 

Gradison  Government  Income/Gradison 

* 

10.0 

7.7 

109 

88 

2.00 

J. 08     ' 

', 

GT  Investment-Global  Govt  Income/GT  Global 

* 

9.1 

11.3 

352 

75 

4.75 

1.50 

GW  Sierra-US  Govt  Securities/Gt  Western 

* 

10.5 

9.0 

167 

431 

4.50 

l.lOp 

B 

C 

John  Hancock  Bond  Fund/Hancock 

8.3 

9.9 

9.0 

1,148 

3 

4.50 

1.31 

B 

C 

John  Hancock  Govt  Spectrum^/Hancock 

8.7 

10.4 

8.0 

348 

11 

4.50 

1.41 

B 

C 

John  Hancock  Income  Sccurities/closed-end 

8.6 

10.3 

9.6 

150 

2 

NA 

0.69 

B 

C 

John  Hancock  Investors  Trust/closed-end 

8.3 

10.0 

9.7 

145 

1 

NA 

0.71 

D 

C 

John  Hancock  US  Govt  Securities/Hancock 

6.5 

8.1 

8,5 

187 

5 

4.50 

1.53 

Helmsman-Income  Fund/SEI 

* 

9.2 

7.6 

197 

242 

none 

0.40p 

B 

C 

Home  Investors  Govt  Income/SunAmerica 

8.2 

10.6 

7.5 

125 

-8 

5.00b  • 

1.93 

*Fundnot 

in  operatic 

30  for  full  period.     tClosed  to  now  investors.     Expense  ratio  is  in  it 

alios  if  the  fund  has  a  shareholder-paid  12thl  plan  exceeding  0.1%  (hidden    1 

load)  pending  or  in 

force,     b:  Includes  back-end  load  that  reverts  to  distributor.     §Distributor  may 

impose  redemption  fee 

which  proceeds  revert  to  the  fund.    1 

p:  Netota 

bsorption  ( 

3f  expenses  by  fund  sponsor.     NA;  Not  applicable  or  r 

iot  available. 

Closed-end  fund  that  acts  like  a  money 

market.    'Assets  include  sister  fund    'j 

ISI  Total  Return.     ^ 

Formerly  John  Hancock  US  Government  Guaranteed 

Mortgage. 
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ilPerformance 

Fund/distributor 

Total  return 

Yield 

Assets 

Maximum 

Annual 

1    UP 

DOW^ 

1 

Annual 

Last 

6/30/91 

%  change 

sales 

expenses 

'  larkets 

markets 

average 

12 

($mil) 

91vs90 

charge 

per  $100 

J 

6/86 

months 

to  6/91 

Merrill  Lynch  corporate/govt  bond  index 

8.3% 

10.4% 

8.6% 

IK 

Forbes  taxable  bond  fund  composite 

7.8% 

9.9% 

9.1% 

$1.05 

Hyperion  Total  Return  Fund/closed-end 

* 

14.1% 

10.8% 

$272 

1% 

NA 

$1.10 

A 

D 

lAI  Bond  Fund/IAI  Funds 

7.7% 

9.0 

7.9 

114 

28 

none 

0.88 

B 

D 

IDS  Bond  Fund/IDS 

7.7 

12.2 

8.5 

1,835 

3 

5.00% 

0.77 

:     D 

A 

IDS  Federal  Income  Fund/IDS 

8.6 

10.8 

8.0 

397 

69 

5.00 

0.81 

B 

D 

IDS  Selective  Fund/IDS 

8.1 

10.5 

8.1 

1,305 

9 

5.00 

0.76 

B 

D 

IDS  Strategy-lncome/IDS 

6.8 

9.4 

7.7 

269 

11 

5.00b 

1.67 

C 

B 

InterCapital  Income  Securities/closed-end 

8.2 

10.1 

10.5 

213 

2 

NA 

0.75 

Intermediate  Bond  Fund  of  Amer/American  Funds 

• 

9.2 

8.9 

332 

146 

4.75 

1.00 

ITB-Premium  Income/TNE 

* 

9.5 

7.9 

144 

474 

2.50 

1.25p 

IS!  Total  Return  US  TreasVISI 

* 

7.8 

8.5 

373 

16 

4.45 

0.88 

C 

B 

Kemper  Inc  &  Cap  Preservation/Kemper 

7.8 

9.8 

9.7 

414 

0 

4.50 

0.80 

Kemper  Intermediate  Govt/closed-end 

* 

10.5 

10.2 

290 

1 

NA 

0.95 

D 

D 

Kemper  Invest-Di versified  Inc/Kemper 

4.2 

8.2 

13.1 

234 

-16 

3.00b 

2.28 

C 

D 

Kemper  Invest-Government/Kemper 

6.5 

9.3 

9.0 

4,837 

-7 

3.00b 

2.01 

Kemper  Multi-Market  Income/closed-end 

* 

13.2 

13.9 

191 

-3 

NA 

1.00 

Kemper  Retirement  Fund  l/Kemper 

* 

12.0 

2.4 

109 

41 

t 

1.09 

B 

C 

Kemper  US  Government  Secs/Kemper 

8.4 

11.7 

9.4 

4.949 

8 

4.50 

0.53 

C 

D 

Keystone  Custodian  B-1/Keystone 

6.1 

8.4 

7.7 

433 

-5 

4.00b 

2.06 

D 

D 

Keystone  Custodian  B-2/Keystone 

4.6 

4.4 

11.3 

791 

-14 

4.00b 

1.95 

Legg  Mason  Inc-US  Govt  Intermed/Legg  Mason 

— * 

9.6 

7.0 

130 

141 

none 

0.80p 

A 

D 

Lexington  GNMA  Income  Fund/Lexington 

8.9 

10.0 

8.3 

103 

6 

none 

1.04 

Liberty  Advantage  US  Govt  Sees/Liberty 

* 

11.4 

9.0 

437 

44 

4.50 

0.90p 

'     A 

D 

Lord  Abbett  US  Govt  Sees/Lord  Abbett 

8.5 

10.3 

10.2 

1,853 

34 

4.75 

0.89 

'    B 
C 

C 

Lutheran  Brotherhood  Income/Lutheran 

8.6 

10.0 

8.9 

751 

2 

5.00 

1.02 

C 

MainStay-Government  Plus/NYLife 

7.4 

9.1 

9.6 

582 

23 

5.00b 

1.79 

B 

C 

Mass  Financial  Bond  Fund/Mass  FinI 

7.8 

9.6 

8.9 

315 

2 

7.25 

0.79 

F 

A  + 

MassMutual  Corporate  Investors/closed-end 

8.6 

10.3 

9.2 

124 

0 

NA 

1.50 

B 

C 

Merrill  Lynch  Corp-High  Qual*/ML  Funds 

8.0 

9.6 

8.3 

491 

0 

4.00 

0.62 

C 

B 

Merrill  Lynch  Federal  Securities/ML  Funds 

8.8 

11.2 

8.6 

2,214 

-9 

4.00 

0.78 

D 

B 

Merrill  Lynch  Retire/lncome/ML  Funds 

8.0 

10.3 

8.0 

1,606 

-2 

4.00b 

1.41 

MetLife-State  Street  Govt  Income/MetLife 

* 

9.9 

8.0 

801 

-19 

none 

1.05 

MFS  Charter  Income/closed-end 

* 

13.7 

11.7 

889 

-5 

NA 

1.08p 

B 

D 

MFS  Government  Income  Plus/Mass  FinI 

5.8 

6.8 

6.8 

935 

-23 

4.75 

1.40 

MFS  Government  Markets  Income/closed-end 

* 

7.0 

8.4 

773 

-6 

NA 

1.05p 

MFS  Govt  Premium  Account/Mass  FinI 

4- 

7.5 

6.0 

410 

4 

3.75 

1.40 

D 

C 

MFS  Government  Securities/Mass  FinI 

7.2 

8.8 

8.4 

323 

-1 

4.75 

1.28 

MFS  Intermediate  Income/closed-end 

* 

8.6 

7.9 

1,616 

-6 

NA 

1.02 

MFS  Lifetime  Govt  Income  +/Mass  FinI 

* 

7.6 

6.2 

2,913 

-15 

6.00b 

2.92p 

MFS  Lifetime  Intermediate  Inc/Mass  FinI 

* 

7.8 

6.5 

150 

56 

6.00b 

2.33 

*Fundnot 

m  operatic 

3n  for  full  period.     tClosed  to  new  investors.     #Fund  tias  two  classes  of  shares. 

Performance  figures  are 

for  class  with  front-end  load  and  no  or 

low  12b- 1  plan.  Ass 

Bts  are  for  entire  fund.     Expense  ratio  is  in  italics  if  the  fund  tias  a 

stiareholder 

-paid  12b-l  plan  exceeding  0.1%  (tiidden  load)  pending  or  in 

force,    b: 

Includes 

back-end  load  that  reverts  to  distributor,     p-.  Net  of  absorption  of 

expenses  by  fund  sponsor 

NA:  Not  applicable  or 

not  available 

i.    'Assets 

include  sis 

ter  fund  F 

lag  Investors  Total  Return.  Formerly  CJ  Lawrence  Total  Return  US  Treasury. 

Distributor  table, 

page  294. 
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1 

TAXABLE  BOND  FUNDS 

1 

FUND  SURVEY 

■■ 

1 

Performance 

Fund/distributor 

Total  return 

Yield 

Assets 

Maximum 

.11 

Annual 

UP 

DOWN 

Annual 

Last 

6/30/91 

%  change 

sales 

expenses 

markets 

markets 

average 

12 

($mil) 

91vs90 

charge 

per $100  1 

6/86 

months 

to  6/91 

Merrill  Lynch  corporate/govt  bond  index 

8.3% 

10.4% 

8.6% 

Forbes  taxable  bond  fund  composite 

7.8% 

* 

9.9% 

12.0% 

9.1% 

9.5% 

$1.05 

MFS  Multimarket  Income  Trust/closed-end 

$946 

-5% 

NA 

$1.13p 

MFS  Multimarket  Total  Return/closed-end 

* 

13.3 

10.7 

134 

0 

NA 

1.45 

D 

A 

Montgomery  Street  Income  Secs/closed-end 

8.7% 

12.2 

9.7 

149 

4 

NA 

0.68 

A 

F 

National  Federal  Securities/National  Sees 

5.3 

8.9 

8.9 

356 

-17 

4.75% 

0.91 

D 

A 

N  &  B  Limited  Maturity/N  &  B 

7.7 

8.9 

7.4 

143 

22 

none 

0.65p 

New  America  High  Income  Fund/closed-end 

* 

-10.1 

16.3 

170 

-26 

NA 

1.72 

A 

F 

New  England  Government  Secs/TNE 

5.6 

5.3 

8.4 

168 

-6 

4.50 

1.21 

F 

A 

Northeast  Investors  Trust/Northeast  Inv 

4.4 

5.1 

16.4 

275 

-8 

none 

0.92 

Oppenheimer  Multi-Sector  Income/closed-end 

* 

10.4 

10.3 

290 

-1 

NA 

1.08 

Oppenheimer  Strategic  Income/Oppenheimer 

* 

10.8 

12.3 

385 

196 

4.75 

1.40 

D 

B 

Oppenheimer  US  Government/Oppenheimer 

7.5 

9.6 

9.1 

342 

29 

4.75 

1.30 

C 

B 

Pacific  American  Income  Shares/closed-end 

8.7 

11.3 

9.6 

101 

1 

NA 

0.90 

B 

C 

PaineWebber  Fixed  Inc-lnv  GrWaineWebber 

7.6 

10.8 

8.2 

218 

-10 

4.00 

0.91 

B 

C 

PaineWebber  Fixed  Inc-US  Govt'  '/PaineWebber 

8.2 

10.4 

7.5 

753 

-11 

4.00 

0.91 

B 

D 

PaineWebber  Income  Fund/PaineWebber 

6.5 

11.5 

7.7 

147 

-15 

5.00b 

1.99 

Parkstone  Bond/Winsbury 

* 

8.8 

7.7 

432 

37 

4.50 

0.86p 

Parkstone  Intermed  Govt  Oblig/Winsbury 

* 

9.3 

7.5 

143 

43 

4.50 

0.91p 

Permanent  Port-Treasury  Bill/Permanent 

* 

6.3 

0.7 

279 

125 

none 

0.83ft 

D 

B 

Pilgrim  GNMA  Fund/Pilgrim 

7.7 

9.1 

9.1 

111 

-9 

4.75 

1.19^ 

Pilgrim  Prime  Rate  Trust^/closed-end 

* 

9.2 

9.1 

1,054 

-7 

NA 

1.38 

F 

C 

Pilgrim  S-T  Multi-Market  Inc/Pilgrim 

-5.0 

7.5 

11.0 

172 

467 

3.50 

1.65 

C 

B 

T  Rowe  Price  GNMA  Fund/Price 

8.4 

11.2 

8.6 

528 

31 

none 

0.85 

C 

C 

T  Rowe  Price  New  Income  Fund/Price 

7.8 

10.3 

8.1 

1,149 

14 

none 

0.88 

F 

A+ 

T  Rowe  Price  Short-Term  Bond/Price 

7.1 

8.2 

7.5 

217 

4 

none 

0.93 

C 

C 

Prudential  GNMA  Fund^/Prudential 

7.1 

8.6 

8.9 

243 

10 

4.50 

1.15 

B 

D 

Prudential  Government  Plus*/Prudential 

7.0 

8.8 

7.7 

2,942 

-18 

4.50 

0.79     - 

D 

B 

Prudential  Govt  Secs-tntermed/Prudential 

6.9 

8.8 

8.8 

290 

-15 

none 

0.88 

1 

Prudential  Intermediate  Income/closed-end 

* 

7.4 

9.9 

425 

-2 

NA 

1.04     . 

Prudential  Strategic  lncome*/Prudential 

* 

3.9 

11.2 

292 

-44 

4.50 

1.39 

Prudential  Structured  Mat*/Prudential 

* 

10.3 

8.3 

113 

6 

3.25 

0.22p 

Prudential  US  Governments/Prudential 

* 

5.6 

7.5 

161 

-10 

4.50 

1.14 

Putnam  Diversified  Income  Trust/Putnam 

* 

12.4 

9.6 

153 

21 

4.75 

1.59 

B 

D 

Putnam  Federal  Income/Putnam 

6.9 

■      9.3 

8.3 

738 

-15 

4.75 

1.14 

A 

D 

Putnam  High  Income  Government/Putnam 

6.7 

10.0 

7.9 

5.172 

-23 

6.75 

0.95 

B 

C 

Putnam  Income  Fund/Putnam 

8.2 

10.7 

10.0 

471 

9 

4.75 

1.05 

Putnam  Intermediate  Govt  Inc/closed-end 

* 

10.2 

8.6 

559 

0 

NA 

1.02 

Putnam  Master  Intermediate  Inc/closed-end 

* 

11.2 

10.0 

307 

-3 

NA 

1.04 

D 

A 

Putnam  US  Govt  lncome*/Putnam 

9.1 

10.5 

9.6 

2,063 

35 

4.75 

1.07 

RAC  Income  Fund/closed-end 

* 

12.8 

11.3 

114 

2 

NA 

1.23 

•Fund  not 

moperati 

on  for  full  period.     tClosed  to  new  investors.     #Fund  has  two  classes  of  shares 

Performance 

igures  are 

for  class  with  front-end  to«d  «rKl  no  i  • 

low  12b-l  plan.  Ass 

ets  are  for  entire  fund .     Expense  ratio  is  in  italics  if  the  fund  has  a 

shareholder-paid  12b-l  plan  exceeding  0.1%  (hidden  totd)  pending  or 

force,     b: 

Includes 

back-end  load  that  reverts  to  distributor,     p:  Net  of  absorption  of 

expenses  by  fund  sponsor 

NA:  Not  applicable  oi 

r  not  available.    'As  of 

7/1/91  twc 

) classes  ( 

3f  shares  available,  one  with  front-end  Ibad,  the  other 

with  exit  fee  and  12b-l. 

'Formerly  PaineWebber  Fixed  lncome-<5NMA.    X^kjsed-cnd 

fund  that  acts  like  a 

money  market.    ■•Formerly  Putnam  US  Government  Guaranteed  Securities. 

1 
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Van  Kampen  Merritt 


Van  Kampen  Merritt  Short-Tbrm  Global  Income  Fund 


I 


Make  The  World  Work  For  You 


I 


Higher  returns  on  quality,  short-term  investments  are 
often  found  outside  of  the  United  States.  We  can  help  you 
take  advantage  of  this  situation  with  the  new  Van  Kampen 
Merritt  Short -Tferm  Global  Income  Fund.  It  invests  in 
high-quality,  short-term  foreign  and  domestic  securities 
denominated  in  various  currencies  from  stable  industrial 
nations.  So  you  can  diversify  your  portfolio  and  help 
reduce  your  exposure  to  fluctuations  in  U.S.  interest  rates. 
The  result  can  be  a  more  stable  net  asset  value  than 


longer-term  global  bond  funds— and  you  can  benefit  from 
favorable  market  conditions  all  around  the  world,  not  just  here. 

It's  a  big  world.  Turn  it  into  a  big  opportunity.  Ask  your 
investment  representative  for  a  prospectus  containing 
more  complete  information,  including  charges  and 
expenses.  Or  call,  1-800-DIAL-VKM,  ext.  1208. 

Please  read  the  prospectus  carefully  before  you  invest  or 
send  money. 


Van  Kampen  Menitt 

A  XEROX  Financial  Services  Company 

Investing  with  a  sense  of  direction* 


Although  the  Fund's  net  asset  value  will  fluctuate  as  a  result  of  changes  in  currency  exchange  rates,  the  F'und  will  seek  to  minimize  these 
fluctuations  by  maintaining  a  portfolio  of  investments  that  is,  on  the  whole,  relatively  neutral  to  fluctuations  in  the  value  of  the  L'  S  dollar 
(relative  to  an  aggregate  of  the  currencies  of  miiior  industrialized  cout\tries).  In  addition,  the  Fund  intends  to  engage  in  hedging  and  risk 
management  transactions  to  seek  to  minimize  fluctuations  in  net  asset  value  which  are  due  to  changes  in  currency  exchaitge  rales.  The 
principal  value  and  investment  return  of  Fund  shares  will  vary  with  market  conditions  and  may,  when  sold,  be  more  or  less  than  at  the 
time  of  purchase. '''' and  *  denotes  registered  trademark  of  Van  Kampen  Merritt 


nr!M!iMiinii;iiiaii;ii^i 

U 

■^■■IH  FUND                                                               ^^^^^^^^^^^^H  i 

Performance 

Fund/distributor 

Total  return 

Yield 

Assets 

Maximum 

Annua 

UP 

DOWN 

Annual 

Last 

6/30/91 

%  change 

sales 

expense 

markets 

markets 

average 

12 

($mil) 

91vs90 

charge 

per  $10 

6/86 

months 

to  6/91 

Merrill  Lynch  corporate/govt  bond  index 

8.3% 

10.4% 

8.6% 

Forbes  taxable  bond  fund  composite 

7.8% 

9.9% 

9.1% 

$1.05 

Salem  Funds-Fixed  Income VFederated 

* 

12.5% 

6.9% 

$170 

NM 

4.00% 

$0.84f: 

C 

B 

Scudder  GNMA  Fund/Scudder 

8.6% 

11.2 

8.3 

276 

10% 

none 

1.04 

B 

C 

Scudder  Income  Fund/Scudder 

8.3 

10.3 

8.2 

326 

18 

none 

1.03 

C 

B 

Scudder  Short  Term  Bond  Fund/Scudder 

8.7 

12.6 

9.2 

733 

289 

none 

0.41p 

Lg. 

Shearson  Income-Divers  Strategic/Shearson 

* 

11.0 

10.2 

435 

167 

5.00b 

0.85p 

HP' 

Shearson  Income-Mortgage/Shearson 

* 

10.8 

8.2 

541 

-16 

5.00b 

1.62  i 

"'b' 

D 

Shearson  Invest-Govt  Secs/Shearson 

6.1 

8.2 

8.1 

1.329 

-21 

5.00b 

1.48^ 

A+ 

F 

Shearson  Invest-lnv  Grade  Bond/Shearson 

6.9 

9.0 

8.2 

390 

-12 

5.00b 

1.57 

C 
A 

B 

Shearson  Managed  Governments/Shearson 

7.7 

8.9 

9.1 

470 

-9 

5.00 

0.83 

C 

Smith  Barney-US  Government/Smith  Barney 

9.5 

11.3 

8.9 

353 

5 

4.00 

0.42 

Spartan  Government  Incomes/Fidelity 

* 

10.6 

8.2 

430 

30 

none 

0.53p 

Spartan  Limited  Maturity  Govt/Fidelity 

* 

10.3 

8.5 

680 

408 

none 

0.58p 

B 

D 

SteinRoe  Intermediate  Bond/Stein  Roe 

7.4 

10.7 

8.3 

184 

14 

none 

0.73 

Strong  Advantage  Fund/Strong 

* 

7.9 

8.0 

111 

-20 

none 

1.20 

F 

A4 

SunAmerica  Equity-US  Govt  Secs^/SunAmerica 

7.4 

9.5 

9.2 

512 

21 

5.00b 

2.00p 

D 

B 

Thomson  Fund-lncome*/Thomson 

5.9 

4.3 

10.4 

292 

-26 

4.75 

1.07 

C 

D 

Thomson  Fund-US  Government*/Thomson 

6.9 

9.3 

8.9 

427 

-11 

4.75 

0.95 

C 

C 

Transamerica  Govt  Securities/Transamerica 

7.1 

10.1 

10.7 

734 

-13 

4.75 

1.11 

A 

C 

Transamerica  Income  Shares/closed-end 

10.2 

12.9 

9.3 

122 

3 

NA 

0.69 

Transamerica  Special  Govt  Inc/Transamerica 

* 

8.6 

9.4 

103 

83 

6.00b 

2.00p 

;;       ° 

A 

20th  Century  US  Governments/20th  Century 

7.0 

8.9 

7.5 

478 

10 

none 

1.00 

Tyler  Cabot  Mortgage  Securities^/closed-end 

* 

12.4 

11.3 

331 

1 

NA 

1.11 

C 

C 

United  Bond  Fund/Waddell 

7.5 

7.7 

8.4 

457 

8 

8.50 

0.66 

B 

D 

United  Government  Securities/Waddell 

6.3 

8.7 

8.1 

120 

15 

4.25 

0.80 

C 

B 

US  Government  Sees/American  Funds 

8.0 

9.9 

9.4 

928 

54 

4.75 

II 
0.8- 

A 

C 

USAA  Mutual-Income  Fund/USAA 

9.8 

11.4 

8.8 

656 

57 

none 

0.46 

C 

A 

Value  Line  US  Government  Sees/Value  Line 

8.8 

11.0 

8.4 

311 

21 

none 

0.66 

Van  Kampen  Merrit  Intermed  Hi  Inc/closed-end 

* 

1.7 

16.3 

137 

-22 

NA 

2.10 

Van  Kampen  Merritt  Ltd  High  Inc/closed-end 

* 

2.1 

14.8 

106 

-17 

NA 

2.12 

Van  Kampen  Merritt  Prime  Rate*/closed-end 

* 

9.5 

9.4 

1.020 

64 

NA 

1.58 

A 

C 

Van  Kampen  Merritt  US  Govt/Van  Kampen 

8.9 

11.0 

9.3 

3,290 

-2 

4.90 

0.64 

Vanguard  Bond  Market  Fund/Vanguard 

* 

10.6 

8.3 

559 

228 

none* 

0.21 

A 

C 

Vanguard  Fixed  Income-GNMA/Vanguard 

9.6 

11.6 

8.7 

3.564 

54 

none 

0.3J 

A  + 

D 

Vanguard  Fixed  Income-lnv  Gr/Vanguard 

8.7 

9.9 

8.9 

1.458 

35 

none 

0.37 

'       0 

A+ 

Vanguard  Fixed  Income-S-T/Vanguard 

8.3 

10.5 

8.2 

1.143 

71 

none 

0.31 

Vanguard  Fixed  Inc-S-T  Govt/Vanguard 

* 

10.0 

7.8 

663 

155 

none 

0.30 

A  + 

F 

Vanguard  Fixed  Inc-US  Treas/Vanguard 

7.1 

8.7 

8.2 

702 

33 

none 

0.30 

C 

B 

WPG  Government  Securities  Fund/Weiss 

8.3 

10.0 

7.9 

152 

44 

none 

0.76 

•' 

Zenix  Income  Fund/closed-end 

* 

5.6 

15.5 

145 

8 

NA 

2.47 

*Fund  not 

n  operat 

on  for  full  period.     tClosed  to  new  investors.     #Fund  has  two  classes  of  shares.  Performance  figures  are 

f  or  class  v»ith  front-end  toad  and  no  or 

low  12b-l  plan.  Ass 

ets  are  for  entire  fund.     Expense  ratio  is  in  italics  if  the  fund  fias  a 

shareholder-paid  1 2b- 1  plan  exceeding  0. 1  %  (hidden  UM)  pending  or  m 

force,     b: 

ncludes 

back-end  load  that  reverts  to  distributor,    p:  Net  of  absorption  of  expenses  by  fund  sponsor. 

NA:  Not  applicable  or 

not  available. 

NM:  Not 

meaningfu 

.     'Func 

J  lias  institutional  class  of  shares  with  no  load  or  12b-l  plan.    'Formerly  Spartan  Government  Fund,    formerly  EquitecSiebel  US  Government 

Securities. 

^Form( 

!rly  Lomas  Mortgage  Securities.    sClosed  <  nd  fund  that  acts  like  a  money  market 

'Annual  $10  maintenance  fee. 

Distributor  table, 
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THERE  WHEN 
IT  COUNTS. 


138  years  of  claims  paid. 

138  years  of  dividends  paid. 

138  years  of  meeting  our  obligations 

to  our  insureds,  our  employees,  our 

distributors  and  shareholders. 

It's  a  record  of  rare  strength  in  these 
days  of  "here-today-gone-tomorrow" 
companies.  And  it's  a  record  we  are 
well  positioned  to  continue  with  a  $9.3 
billion  investment  portfolio,  one  of 
the  highest  quality  portfolios  in  the 
industry 

Eighty-four  percent  of  the  assets  in 
our  portfolio  are  fixed  maturity  invest- 
ments with  an  average  quality  of  AA-h. 
Common  stocks  represent  8  percent. 
Only  2  percent  of  our  investments 
are  in  mortgage  loans.  And  less  than 
1  percent  of  our  portfolio  is  below 
investment  grade  (junk  bonds). 

Continental -confident,  stable 
and  there  when  it  counts.^^ 


^(ff^  Continental 

jf.  Ins 


lnsuran<;e, 


FUND  SURVEY 


Junk  bond  funds 


Junk  bond  funds  invest  in  non-investment-grade  corpo- 
rate bonds  (those  rated  BB+  or  lower  by  Standard  & 
Poor's  and  Bal  or  lower  by  Moody's).  Since  junk  bonds 
perform  more  like  stocks  (their  market  value  is  more 
sensitive  to  corporate  cash  flow  and  future  prospects  than 
to  movements  in  interest  rates),  we  rate  these  bond  funds 
with  a  system  that  is  similar  to  the  one  we  use  for  stock 
funds.  The  only  difference  is  that  we  analyze  junk  bond 
funds  over  two  instead  of  three  market  cycles.  Our 
benchmark  for  junk  bond  performance  is  the  Merrill 
Lynch  high  yield  index,  which  represents  a  portfolio  of  the 
entire  junk  bond  universe.  Over  the  last  12  months  the 
total  return  on  this  index  was  13%,  whereas  the  average 


junk  fund  in  our  survey  had  a  total  return  of  only  9.' 
There  are  several  explanations  for  this  performance  c 
crepancy:  A  number  of  these  funds  include  some  nonji 
investments  in  their  portfolios,  such  as  cash.  Moreo\ 
some  portfolios  were  too  heavily  weighted  with  bonds  t 
went  into  default.  Others  may  have  missed  out  on  some 
the  recent  junk  rally  by  the  way  they  adjusted  th 
portfolios.  Some  managers  responded  to  the  1989 
crash  in  the  junk  market  by  shifting  into  the  bener  gra» 
of  junk.  That  ceased  to  be  a  good  strateg)'  last  fall,  wh 
the  market  snapped  back — with  the  biggest  gains  comi 
in  the  worst  grades  of  bonds.  A  fiand  must  have  SI 
million  in  assets  to  appear  in  the  following  table. 


M 


Rising  markets 


Declining  markets 


Ratio  scale 
(2/28/87  =  100) 


10/31/87  to 
2/28/88 


2/28/87  to 
10/31/87 


2/28/88  to 
11/30/90 


110 


-11% 


+5% 


-26% 


+13% 


Performance     Fund/distributor 
UP  DOWN 

markets      markets 


Total  return 

Annual         Last 
average  12 

2/87        months 
to  6/91 


Yield 


Assets Maximum     Annitt '' 

6/30/91    %  change      sales       expens 
($mil)      91vs90      charge     per  $11 


Merrill  Lynch  high  yield  index 
Forbes  junk  bond  fund  composite 

Alliance  Bond-High  Yield/Alliance 
American  Capital  High  YId  Inv/American  Cap 
American  High-Income  Trust/American  Funds 
Cigna  High  Income  Shares/closed-end 
Cigna  High  Yield  Fund/Cigna 
Colonial  High  Yield  Securities/Colonial 


7.5% 
3.6% 

-2.1% 
0.0 


6.4 

4.5 


13.0% 
9.7% 

11.1% 

4.4 
13.8 

8.8 
11.4 

7.5 


12.8% 
13.9% 

11.5% 

15.2 

11.6 

15.8 

12.3 

14.1 


$1.22 


$100 
319 
213 
165 
243 
279 


-22% 
-15 

48 

-8 

-3 
-14 


4.75% 
4.75 
4.75 
NA 
5.00 
4.75 


t\ 


*Fund  not  in  operation  for  full  period.  tClosed  to  new  investors.  §Distr(butor  may  impose  redemption  fee.  which  proceeds  revert  to  the  fund.  Expense  r»tiois 
italics  if  the  fund  tias  a  sfiarefiolder-paid  I2b-1  plan  exceeding  0.1%  (tiidden  load)  pending  or  in  force,  b:  Includes  back-end  load  ttiat  reverts  to  distributo 
p:  Net  of  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available. 

Distributor  table,  page  294.  Rules,  page  210. 
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I'erformance     Fund/distributor 
|UP          DOWN 
larkets     markets 

Total  return 

Annual         Last 
average          12 

2/87        months 
to  6/91 

Yield 

6/30/91    %  change      sales       expenses 
($mil)      91vs90      charge      per  $100 

Merrill  Lynch  high  yield  index 

7.5% 

13.0% 

12.8% 

Forbes  junk  bond  fund  composite 

3.6% 

9.7% 

13.9% 

$1.22 

g 

F 

Dean  Witter  High  Yield  SecsA)ean  Witter 

-5.6% 

-5.0% 

18.4% 

$419 

-46% 

5.50% 

$0.92 

. 

B 

Delaware  Group  Delchester  H-Y-I/Delaware 

6.1 

13.5 

13.5 

494 

-6 

6.75 

0.90 

Delaware  Group  Delchester  H-Y-l  I/Delaware 

* 

13.1 

13.2 

109 

18 

4.75 

1.15 

* 

C 

Federated  High  Yield  Trust/Federated 

6.0 

15.1 

14.8 

133 

3 

none 

0.78p 

■> 

B 

Fidelity  Capital  &  Income Widelity 

4.0 

12.6 

10.2 

978 

-18 

none§ 

0.81 

U,  1 

CO'        D 

D 

First  Investors  Fund  for  Income/First  Inv 

0.0 

2.0 

14.4 

420 

-57 

t 

1.27 

■ei       P 

D 

First  Investors  High  Yield  Fund/First  Inv 

-0.7 

-0.2 

13.0 

215 

-67 

t 

1.48 

A 

D 

Franklin  AGE  High  Income  Fund/Franklin 

3.8 

11.6 

15.4 

1.628 

-5 

4.00 

0.59 

High  Income  Advantage  Trust/closed-end 

* 

4.4 

14.1 

156 

-14 

NA 

1.22 

High  Income  Advantage  Trust  ll/closed-end 

* 

1.8 

14.3 

203 

-17 

NA 

1.09 

C 

C 

IDS  Extra  Income  Fund/IDS 

3.3 

12.5 

11.4 

946 

-4 

5.00 

0.87 

A 

C 

Kemper  Diversified  Income  Fund/Kemper 

4.6 

11.6 

13.9 

211 

-12 

4.50 

1.15 

Kemper  High  Income  Trust/closed-end 

* 

12.8 

14.5 

163 

-2 

NA 

2.35 

A 

B 

Kemper  High  Yield  Fund/Kemper 

6.7 

11.6 

14.7 

1,571 

8 

4.50 

0.88 

B 

C 

Kemper  Invest-High  Yield/Kemper 

4.2 

9.5 

14.1 

734 

4 

3.00b 

2.13 

D 

D 

Keystone  Custodian  B-4/Keystone 

-2.1 

-3.5 

18.2 

661 

-18 

4.00b 

2.22 

A 

B 

Liberty  High  Income  Bond^/Federated 

6.7 

18.3 

12.9 

272 

-6 

4.50 

1.03 

C 

A 

Lord  Abbett  Bond-Debenture/Lord  Abbett 

5.7 

9.3 

12.2 

547 

-8 

4.75 

0.88 

/ 

Lutheran  Brotherhood  High  Yield/Lutheran 

* 

13.2 

11.1 

167 

7 

5.00 

1.23 

D 

B 

MainStay-High  Yield  Corp  Bond/NYLife 

3.6 

8.7 

14.9 

239 

18 

5.00b 

2.00 

•   B 

C 

Mass  Financial  High  Inc-Series  I/Mass  FinI 

3.1 

13.0 

14.5 

462 

-14 

4.75 

1.05 

B 

1 

A 

Merrill  Lynch  Corp-High  lnc*/ML  Funds 

8.1 

13.4 

13.9 

720 

2 

4.00 

0.69 

B 

C 

MetLife-State  Street  High  Income/MetLife 

4.6 

4.7 

12.9 

213 

18 

4.50 

1.20 

A 

D 

MFS  Lifetime  High  Income  Trust/Mass  FinI 

3.2 

15.3 

13.8 

164 

30 

6.00b 

2.60 

C 

D 

National  Bond  Fund/National  Sees 

0.1 

15.2 

16.4 

357 

-5 

4.75 

1.15 

D 

A 

Oppenheimer  High  Yield  Fund/Oppenheimer 

7.0 

11.8 

14.7 

657 

1 

6.75 

0.96 

i  ' 

C 

PaineWebber  Fixed  Inc-Hi  Inc^/PaineWebber 

3.8 

17.1 

13.4 

222 

-10 

4.00 

1.10 

i  ' 

B 

T  Rowe  Price  High  Yield  Fund/Price 

4.3 

7.3 

13.0 

803 

16 

none 

1.03 

1  ' 

C 

Prudential  High  Yield  Fund's/Prudential 

3.9 

12.7 

14.4 

2,043 

-2 

4.50 

0.93 

\  ' 

A 

Putnam  High  Yield  Trust/Putnam 

5.6 

14.6 

14.5 

1,736 

0 

6.75 

1.13 

1       B 

B 

Putnam  High  Yield  Trust  ll/Putnam 

6.0 

16.1 

13.9 

324 

2 

6.75 

1.44 

D 

B 

Shearson  High  Yield/Shearson 

2.7 

4.4 

14.2 

196 

-30 

5.00 

1.04 

C 

C 

Shearson  Income-High  Income/Shearson 

3.3 

6.6 

13.3 

227 

-29 

5.00b 

1.90 

D 

D 

United  High  Income  Fund/Waddell 

0.1 

5.6 

14.2 

783 

-11 

t 

0.82 

D 

A 

United  High  Income  Fund  ll/Waddell 

4.0 

11.5 

12.5 

273 

-2 

8.50 

0.92 

C 

C 

Van  Kampen  Merritt  High  Yield/Van  Kampcn 

3.0 

8.2 

14.5 

199 

-10 

4.90 

1.41 

C 

A 

Vanguard  Fixed  Income-High  YId/Vanguard 

4.9 

7.4 

12.7 

1,041 

15 

none 

0.40 

Fund  not 

n  operat 

on  for  full  period.     tClosed  to  new  investors.     §Distributor  may  impose  redempi 

ion  fee,  which  proceeds  revert  to  the  fund.     #Fund  has  two 

classes  of  shares.  Pe 

rformance  figures  are  for  class  with  front-end  load  and 

noor  low  12b-l  plan.  Assets 

are  for  ent 

re  fund .     Expense  ratio  is  in  italics  if  the  fund  has 

a  shareholder-paid  j 

12b-  i  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force,     b. 

Includes  back-end  load  that  reverts  to  distributor. 

p:  Net  of  absorption  of 

I     expenses  by  fund  sp 

onsor.     NA:  Not  applicable  or  not  available.     'Formerly  Fidelity  Hij 

jh  Income  Fund.    ^Formerly  Federated 

High  Income  Securities. 

^Former- 

ly  PaineWebber  Fixe 

d  Income-High  Yield.  As  of  7/1/91  two  classes  of  shares  available 

.  one  with  front-end  load. 

the  other  with  exit  fee  and  12b- 1 . 

t 
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FUND  SURVEY 


Municipal  bond  funds  l 


This  table  covers  tax-exempt  bond  funds  with  at  least  $  100 
million  in  assets  and  a  year  of  performance.  Grades  are 
awarded  for  the  period  June  30,  1986  to  June  30,  1991. 
Each  month  is  pegged  as  bearish  or  bullish,  according  to 
the  performance  of  the  Shearson  Lehman  municipal  bond 
index.  For  each  fund  a  composite  bull-market  perfor- 
mance is  calculated,  and  the  funds  are  graded  on  a  curve. 


Ditto  for  our  down-market  calculation.  Adjustment  i 
made  to  compensate  fiinds  from  California  and  New  Yor 
for  their  handicap  in  buying  only  local  bonds.  Because  c 
their  limited  number,  the  performance  of  other  one-stat 
funds  cannot  be  adjusted.  In  general,  a  short-term  funi 
can  be  expected  to  get  an  A  or  B  in  down  markets  and  a  I 
or  F  in  up  markets.  The  reverse  is  true  for  long-term  fundi 


Index  6/30/86  =100 


110 


100 


90 


80 


70 


60 


Rising  markets 


Declining  marltets 


The  Shearson  Lehman  municipal  bond  index,  scaled 
so  that  June  30,  1986  is  100,  is  the  benchmark  for 
municipal  bond  fund  ratings.  Funds  are  measured  by 
their  composite  bull-  and  bear-month  performances. 


I 


d 


f 


1989 


1990 


1991 


1 

Performance      Fund/distributor 
UP          DOWN 
markets      markets 

Total  return 

Annual         Last 
average          12 

6/86        months 
to  6/91 

Yield 

Assets 

6/30/91    %  change 
($mil)      91vs90 

Maximum 

sales 

charge 

Annual 
expense? 
per  $ IOC 

Shearson  Lehman  municipal  bond  index 
Forbes  municipal  bond  fund  composite 

7.2% 
7.6% 

9.0% 
8.2% 

7.3% 

6.8% 

$0.76 

A 
F 

D 
A 

AAL  Municipal  Bond  Fund/AAL 
AARP  Insured  T-F  Inc-GenI  Bond/Scudder 
AARP  Insured  T-F  Inc-Short-Term/Scudder 
Alliance  Muni  Income-Calif/Alliance 
Alliance  Muni  Income-Ins  Natl/Alliance 

* 

8.1% 

5.3 

* 

* 

8.2% 

8.2 

6.5 

8.3 

8.9 

6.1% 

6.0 

6.0 

6.9 

6.4 

$121 
967 
113 
198 
125 

42% 
33 
21 
47 
8 

.4.75% 
none 
none 
4.50 
4.50 

$1.10p 
0.80 
1.12 
0.28p 
0.93p 

Alliance  Muni  Income-Natl/Alliance 
Alliance  Muni  Income-New  York/Alliance 
Allstate  Municipal  Income/closed-end 
Allstate  Municipal  Income  ll/closed-end 
Allstate  Municipal  Inc  Oppor^closed-end 

* 

* 

* 

» 

* 

9.2 
8.4 
8.0 
8.8 

7,3 

6.9 
6.9 
6.7 
6.4 

7.9 

200 
128 
339 
286 

20.-^ 

10 

12 

2 

1 

1 

4.50 

4.50 

NA 

NA 

NA 

0.64p 
0.54p 
0.75 
0.87 

1     1  -7 

*Fundnotinoperati( 
load)  pending  or  in 
available. 

Dn  for  full  period.     tClosed  to  new  investors.     Expense  ratio  is  in  italics  if  the  fund  tiasashsreholder  pji< 
'orce.     b:  Includes  back-end  load  that  reverts  to  distributor,     p:  Net  of  absorption  of  expenses  by  fund 
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Forbes  ■ 

>cptcml-»cr2,  199 

i' 

A      Performance     Fund/distributor 
|UP          DOWN 
irkets     markets 

ft! 

Total  return 

Annual         Last 
average          12 

6/86        months 
to  6/91 

Yield 

Assets 

6/30/91    %  change 
($mil)      91vs90 

Maximum 

sales 

charge 

Annual 
expenses 
per  $100 

Shearson  Lehman  municipal  bond  index 

7.2% 

9.0% 

7.3% 

k-: 

Forbes  municipal  bond  fund  composite 

7.6% 

8.2% 

6.8% 

$0.76 

$1.06 

Allstate  Municipal  Inc  Oppor  ll/closed-end 

* 

8.1% 

7.6% 

$194 

1% 

NA 

k 

Allstate  Municipal  Inc  Oppor  Ill/closed-end 

* 

9.7 

6.3 

109 

2 

NA 

1.12 

Allstate  Municipal  Premium  Inc/closed-end 

* 

10.1 

6.7 

372 

1 

NA 

1.57 

-        B 

F 

American  Capital  Muni  Bond/American  Cap 

6.4% 

7.6 

6.9 

253 

3 

4.75% 

0.86 

D 

A 

American  Capital  T-E  Hi  YId/American  Cap 

5.9 

7.1 

7.9 

216 

-4 

4.75 

1.04 

D 

A 

Benham  Calif  Tax-Free-lntermed/Benham 

6.3 

7.9 

5.8 

225 

19 

none 

0.58 
0.57 

1    ° 

D 

Benham  Calif  Tax-Free-L-T/Benham 

7.1 

8.4 

6.4 

226 

12 

none 

1 

Bernstein  Diversified  Muni/Bernstein 

* 

8.0 

5.8 

193 

16 

none 

0.72 

1 

Bernstein  New  York  Muni/Bernstein 

* 

8.4 

5.8 

179 

23 

none 

0.71 

1    ^ 

B 

California  Tax-Exempt  Bonds/National  Sees  — ^ 

-  8.1 

8.6 

6.7 

128 

16 

none 

0.63 

I     ^ 

A 

California  Tax-Free  Income/California  Inv 

8.2 

7.5 

6.5 

119 

38 

0.60p 

1     ^ 

A  + 

Calvert  Tax-Free  Reserves-Limited/Calvert 

6.1 

6.4 

6.1 

220 

68 

2.00 

0.78 

1     ^'^ 

F 

Cigna  Municipal  Bond  Fund/Cigna 

7.9 

8.1 

6.8 

261 

1 

5.00 

0.93 

I     '' 

C 

Colonial  California  Tax-Exempt/Colonial      •-■^- 

7.0 

7.9 

6.9 

267 

29 

4.75 

0.80p 

Colonial  High  Income  Municipal/closed-end 

* 

5.8 

9.0 

271 

-3 

NA 

0.96 

Colonial  Investment  Grade  Muni/closed-end 

♦ 

8.3 

8.3 

125 

0 

NA 

0.45p 

Colonial  Mass  Tax-Exempt/Colonial 

* 

9.0 

7.2 

111 

85 

4.75 

0.40p 

Colonial  Municipal  Income  Trust/closed-end 

* 

6.4 

8.9 

219 

-2 

NA 

0.86 

D 

B 

Colonial  Tax-Exempt  Fund/Colonial 

7.5 

8.4 

7.5 

2.238 

30 

4.75 

1.05 

C 

C 

Colonial  Tax-Exempt  Insured/Colonial 

7.2 

8.3 

6.5 

166 

26 

4.75 

1.10 

'  B 

C 

Columbia  Municipal  Bond  Fund/Columbia 

8.1 

8.8 

6.3 

238 

24 

none 

0.58 

D 

B 

Composite  Tax-Exempt  Bond/Murphey 

7.1 

7.8 

6.4 

123 

16 

4.00 

0.77 

A 

D 

Dean  Witter  Calif  Tax-Free  Inc/Dean  Witter 

7.7 

7.2 

5.9 

745 

19 

5.00b 

1.30 

B 

D 

Dean  Witter  NY  Tax-Free  Income/Dean  Witter 

7.2 

7.7 

6.0 

166 

8 

5.0Cb 

1.37 

A 

C 

Dean  Witter  Tax-Ex  Sees/Dean  Witter 

8.4 

8.7 

7.1 

1,057 

3 

4.00 

0.51 

C 

B 

Delaware  Group  Tax-Free-USA/Delaware 

8.2 

7.4 

6.9 

655 

7 

4.75 

0.74 

C 

B 

DMC  Tax-Free  Income  Trust-PA/Delaware 

7.9 

8.1 

6.9 

694 

9 

4.75 

0.72 

D 

B 

Dreyfus  California  Tax-Ex  Bond/Dreyfus 

6.9 

7.2 

6.8 

1,618 

7 

none 

0.68 

D 

C 

Dreyfus  Insured  Muni  Bond/Dreyfus 

6.8 

7.8 

6.4 

223 

13 

none 

0.96 

D 

A 

Dreyfus  Intermediate  Muni  Bond/Dreyfus 

7.4 

8.3 

6.8 

1,222 

9 

none 

0.66 

D 

C 

Dreyfus  Massachusetts  T-E  Bond/Dreyfus 

6.6 

7.6 

6.7 

123 

12 

none 

0.81      i 

Dreyfus  Municipal  Income/closed-end 

♦ 

9.5 

7.1 

184 

3 

NA 

0.86 

Dreyfus  NJ  Municipal  Bond/Dreyfus 

* 

9.1 

6.5 

427 

41 

none 

0.77p 

Dreyfus  NY  Insured  T-E  Bond/Dreyfus 

* 

8.7 

6.3 

120 

42 

none 

O.SOp 

D 

B 

Dreyfus  NY  Tax-Exempt  Bond/Dreyfus 

7.0 

8.0 

7.0 

1,714 

1 

none 

0.70 

Dreyfus  NY  T-E  Intermed  Bond/Dreyfus 

* 

7.9 

6.4 

112 

17 

none 

0.42p 

Dreyfus  Strategic  Municipal  Bond/closed-end 

* 

8.9 

7.5 

400 

4 

NA 

0.56p 

•FundnotinoperatK 
load)  pending  or  in 
available. 

an  for  full  period,     t Closed  to  new  investors.     Expense  ratio  is  in  italics  if  t tie  fund  tias  a  sfiaretiolder-paid  12b- 1  plan  exceeding  0.1%  (tiidden 
force,     b:  Includes  back-end  load  that  reverts  to  distributor,     p;  Net  of  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not 
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FUND  SURVEY 


Performance      Fund/distributor 
UP  DOWN 

markets     markets 


«    c 

C 

c 

B 

B 

C 

C 

B 

Wft 

B 

C 

C 

c 

0 

D 

A 

B 

C 

B 

D 

D 

B 

B 

C 

A+ 

F 

D 

A 

D 

B 

Total  return 

Annual         Last 
average          12 

6/86        months 
to  6/91 

Yield 

Assets 

6/30/91    %  change 
($mil)      91vs90 

Maximum 

sales 

charge 

Anna 
experts 
per$l 

7.2% 

9.0% 

7.3% 

7.6% 

8.2% 

6.8% 

$0.76 

* 

8.3% 

7.8% 

$499 

3% 

NA 

$0.88 

7.9% 

8.5 

7.0 

3,819 

1 

none 

0.67 

* 

8.4 

6.6 

114 

30 

none 

0.75 

6.3 

6.2 

6.7 

328 

18 

6.00b% 

1.95 

5.8 

6.3 

7.6 

1,117 

5 

6.00b 

1.89 

6.5 

8.1 

6.2 

120 

25 

none 

0.49| 

8.1 

8.5 

6.6 

532 

5 

4.50 

0.89 

* 

7.7 

6.2 

118 

28 

none 

0.72 

7.3 

7.9 

6.6 

515 

-1 

none 

0.58 

7.9 

9.8 

7.0 

801 

12 

none 

0.55 

7.7 

7.5 

6.9 

318 

20 

none 

0.64 

8.4 

8.6 

6.6 

189 

25 

none 

0.76 

7.5 

7.8 

6.7 

380 

-3 

none 

0.59 

7.2 

8.4 

6.3 

253 

17 

none 

0.64. 

6.7 

9.2 

6.6 

271 

24 

none 

066 

8.8 

8.8 

7.8 

584 

7 

none§ 

0.66  ; 

8.5 

10.8 

6.8 

1,848 

8 

none 

0.57  ; 

7.5 

8.5 

6.3 

243 

31 

none 

0.67 

7.2 

9.3 

6.6 

524 

22 

none 

0.67: 

8.1 

8.2 

6.5 

1,080 

4 

none 

0.50 

8.6 

8.5 

6.4 

208 

16 

none 

0.93 

7.6 

7.9 

7.0 

1,145 

3 

6.90 

1.21  i 

6.9 

8.2 

6.4 

154 

-1 

6.90 

1.23  i 

* 

7.4 

6.5 

104 

37 

4.20 

0.62  \i 

* 

8.8 

6.5 

144 

NM 

4.20 

0.40fi 

* 

9.0 

6.6 

145 

28 

4.20 

0.60  f 

8.3 

8.0 

6.6 

138 

30 

4.20 

0.86 

7.7 

8.2 

6.3 

109 

13 

4.20 

0.94  1 

8.2 

8.3 

6.5 

270 

15 

4.20 

0.94  ^ 

* 

8.9 

7.0 

125 

42 

1.75b 

1.02lf 

* 

7.7 

7.2 

487 

78 

4.00 

0.59  . 

7.1 

7.7 

6.6 

472 

54 

4.00 

0.57 

7.8 

7.2 

7.2 

11.775 

8 

4.00 

0.48 

8.3 

8.3 

7.5 

4.449 

11 

4.00 

0.50 

* 

8.1 

7.3 

705 

66 

4.00 

0.57 

8.4 

6.9 

8.1 

1.819 

10 

4.00 

0.52 

8.0 

8.9- 

6.8 

913 

20 

4.00 

0.53 

Shearson  Lehman  municipal  bond  index 
Forbes  municipal  bond  fund  composite 

Dreyfus  Strategic  Municipals/closed-end 
Dreyfus  Tax-Exempt  Bond  Fund/Dreyfus 
Dupree-Kentucky  T-F  Income/Dupree 
Eaton  Vance  California  MunisVEaton  Vance 
Eaton  Vance  National  Munis/Eaton  Vance 
Federated  Intermediate  Municipal/Federated 

Federated  Tax-Free  Income  Fund/Federated 
Fidelity  Calif  Tax-Free  Insured/Fidelity 
Fidelity  Calif  Tax-Free  High  Yield/Fidelity    -^ 
Fidelity  Mass  Tax-Free  High  Yield/Fidelity 
Fidelity  Mich  Tax-Free  High  Yield/Fidelity 
Fidelity  Minn  Tax-Free/Fidelity 

Fidelity  NY  Tax-Free  High  Yield/Fidelity 
Fidelity  NY  Tax-Free  Insured/Fidelity 
Fidelity  Ohio  Tax-Free  High  Yield/Fidelity 
Fidelity  Tax-Free-Aggressive/Fidelity 
Fidelity  Tax-Free-High  Yield/Fidelity 
Fidelity  Tax-Free-Insured/Fidelity 

Fidelity  Tax-Free-Ltd  Term  Munis/Fidelity 
Fidelity  Tax-Free-Municipal  Bond/Fidelity 
Financial  Tax-Free  Income  Shs/lnvesco 
First  Investors  Insured  Tax-Ex/First  Inv 
First  Investors  NY  Insured  T-F/First  Inv 
Flagship  Tax-Ex-Conn  Double/Flagship 

Flagship  Tax-Ex-FIa  Double/Flagship 
Flagship  Tax-Ex-Kentucky  Triple/Flagship 
Flagship  Tax-Ex-Michigan  Triple/Flagship 
Flagship  Tax-Ex-NC  Triple/Flagship 
Flagship  Tax-Ex-Ohio  Double/Flagship 
Fortress  Municipal  Income/Federated 

Franklin  Arizona  Tax-Free  Income/Franklin 
Franklin  Calif  Insured  T-F  Income/Franklin 
Franklin  Calif  Tax-Free  Income/Franklin 
Franklin  Federal  Tax-Free  Income/Franklin 
Franklin  Florida  Tax-Free  Income/Franklin 
Franklin  High  Yield  Tax-Free  Income/Franklin 
Franklin  Insured  Tax-Free  Income/Franklin 

*Fund  not  in  operation  for  full  period.     tClosed  to  new  investors.     §Distributor  may  impose  redemption  fee.  which  proceeds  revert  to  the  fund.     Cxpenst 
italics  if  the  fund  fias  a  sfiaretiolder-paid  12b-l  plan  exceeding  0.1%  (tiidden  load)  pending  or  in  force,     b.  Includes  back-end  load  tt\at  revwts  to  d  l.   _  ..- 
p:  Net  of  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available.     NM:  Not  meaningful.     'Formerly  Eaton  VarKe  High  Yield  Municipals. 

Distributor  table,  page  294.  Rules,  page  210. 
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'erformance      Fund/distributor 
UP          DOWN 
arkets     markets 

Total  return 

Annual         Last 
average          12 

6/86        months 
to  6/91 

Yield 

/Assets 

6/30/91    %  change 
($mil)      91vs90 

Maximum 

sales 

charge 

Annual 
expenses 
per  $100 

Shearson  Lehman  municipal  bond  index 

7.2% 

9.0% 

7.3% 

I 

Forbes  municipal  bond  fund  composite 
Franklin  Mass  Insured  T-F  Income/Franklin 

7.6% 

7.1% 

8.2% 

6.8% 

$174 

31% 

4.00% 

$0.76 

$0.70 

4  c 

D 

8.2% 

6.7% 

m  ^ 

C 

Franklin  Mich  Insured  T-F  Income/Franklin 

7.8 

7.9 

6.6 

561 

23 

4.00 

0.61 

m  B 

C 

Franklin  Minn  Insured  T-F  Income/Franklin 

7.7 

7.4 

6.9 

306 

21 

4.00 

0.67 

V 

Franklin  NJ  Tax-Free  Income/Franklin 

« 

9.3 

6.9 

292 

100 

4.00 

0.65 

1  ^ 

B 

Franklin  NY  Tax-Free  Income/Franklin 

8.0 

7.8 

7.3 

3,127 

6 

4.00 

0.50 

1     B 

C 

Franklin  Ohio  Insured  T-F  Income/Franklin 

7.8 

8.2 

6.8 

314 

34 

4.00 

0.65 

1 

Franklin  Oregon  Tax-Free  Income/Franklin 

* 

8.4 

6.6 

150 

67 

4.00 

0.70 

M 

Franklin  Penn  Tax-Free  Income/Franklin 

* 

7.1 

7.4 

336 

53 

4.00 

0.62 

C 

C 

Franklin  PR  Tax-Free  Income/Franklin 

7.4 

8.0 

6.6 

106 

25 

4.00 

0.70 

Franklin  Virginia  Tax-Free  Income/Franklin 

* 

8.1 

7.1 

106 

109 

4.00 

0.72 

Freedom  Inv-Managed  Tax-Ex/Freedom 

* 

8.4 

6.6 

178 

35 

3.00b 

0.99p 

General  Calif  Municipal  Bond/Dreyfus 

* 

7.0 

7.2 

212 

173 

none 

0.20p 

A 

D 

General  Municipal  Bond/Dreyfus 

8.0 

9.9 

7.6 

418 

125 

none 

O.OOp 

D 

A 

General  NY  Municipal  Bond/Dreyfus 

6.7 

8.7 

7.1 

151 

74 

none 

0.26p 

GW  Sierra-Calif  Muni  Income/Gt  Western 

* 

7.4 

6.5 

203 

118 

4.50 

1.08p 

B 

C 

John  Hancock  Tax-Exempt  Income/Hancock 

8.1 

8.2 

6.4 

396 

4 

4.50 

1.23 

D 

A 

Hawaiian  Tax-Free  Trust/Aquila 

7.6 

7.8 

6.6 

413 

18 

4.00 

0.71 

IDS  California  Tax-Exempt  Fund/IDS 

♦ 

7.8 

6.5 

185 

30 

5.00 

0.61 

C 

B 

IDS  High  Yield  Tax-Exempt  Fund/IDS 

8.2 

8.1 

7.4 

4,967 

8 

5.00 

0.60 

' 

IDS  Insured  Tax-Exempt  Fund/IDS 

* 

8.3 

6.3 

195 

46 

5.00 

0.68 

4 

IDS  Minnesota  Tax-Exempt  Fund/IDS 

* 

8.2 

6.6 

233 

29 

5.00 

0.63 

A 

D 

IDS  Tax-Exempt  Bond  Fund/IDS 

7.7 

6.7 

6.5 

1,144 

8 

5.00 

0.61 

B 

B 

Kemper  California  Tax-Free  Inc/Kemper     -^"^ 

8.6 

8.4 

6.5 

914 

27 

4.50 

0.64 

A 

C 

Kemper  Municipal  Bond  Fund/Kemper 

8.8 

9.1 

6.8 

2.311 

11 

4.50 

0.48      , 

3 

Kemper  Municipal  Income  Trust/closed-end 

* 

11.5 

7.5 

421 

4 

NA 

0.73 

B 

C 

Kemper  New  York  Tax-Free  Fund/Kemper 

7.1 

9.1 

6.8 

216 

30 

4.50 

0.72 

Kemper  Strategic  Muni  Income/closed-end 

* 

9.2 

6.7 

117 

2 

NA 

0.76 

Keystone  America  Tax-Free  Inc/Keystone 

* 

7.5 

6.1 

138 

-10 

2.00 

1.66 

B 

D 

Keystone  Tax-Exempt  Trust/Keystone 

7.3 

7.3 

6.0 

597 

0 

4.00b 

1.93 

C 

B 

Keystone  Tax-Free  Fund/Keystone 

7.7 

7.6 

6.8 

1,068 

23 

t 

1.18 

D 

A  + 

Limited  Term  Municipal-Natl/Thornburg 

7.1 

7.6 

6.6 

310 

44 

3.50 

1.05 

B 

C 

Lord  Abbett  Calif  Tax-Free  Inc/LordAbbett  -^ 

—  8.3 

9.1 

6.5 

123 

15 

4.75 

0.61p 

B 

C 

Lord  Abbett  Tax-Free  Inc-Natl/Lord  Abbett 

8.9 

8.8 

6.6 

358 

11 

4.75 

0.79 

8 

B 

Lord  Abbett  Tax-Free  Inc-NY/Lord  Abbett 

8.6 

87 

6.8 

209 

15 

4.75 

0.78 

C 

B 

Lutheran  Brotherhood  Muni  Bond/Lutheran 

8.3 

8.5 

6.8 

402 

11 

5.00 

0.86 

D 

B 

MainStay-Tax-Free  Bond/NYLife 

6.6 

7.1 

6.2 

163 

24 

5.00b 

1.89 

C 

C 

Men'ill  Lynch  Calif  Muni  Bond*/ML  Funds 

7.3 

7.2 

6.6 

711 

1 

4.00 

0.65 

•Fund  not 
load)  pena 
fund,    b: 

in  operatic 
ing  or  in  f 
ncludes  t 

)n  f  or  f  u  1 1  period .     tClosed  to  new  investors.     Expense  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  1 2b- 1  plan  exceeding  0. 1  %  (hidden 
orce.     #Fund  has  two  classes  of  shares.  Performance  figures  are  for  class  with  front-end  load  and  no  or  low  1 2b- 1  plan.  Assets  are  for  entire 
>ack-end  load  that  reverts  to  distributor,     p:  Net  of  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available. 
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NVmC  PAL  BOND  FUNDS 


FUND  SURVEV 


u — 

A 

c 

B 

c 

B 

c 

C 

c 

B 

A 

D 

I 


Performance     Fund/distributor 
UP  DOWN 

markets     markets 


Shearson  Lehman  municipal  bond  index 
Forbes  municipal  bond  fund  composite 

C  C         Merrill  Lynch  Muni-Hi  Yield#/ML  Funds 

B  C         Merrill  Lynch  Muni-lnsured'^/ML  Funds 

F  A+      Merrill  Lynch  Muni-Ltd  Mat/ML  Funds 

Merrill  Lynch  Municipal  Income^/ML  Funds 
B  C         Merrill  Lynch  NY  Muni  Bond#/ML  Funds 

MFS  Lifetime  Managed  Muni  Bond/Mass  FinI 

MFS  Managed  High  Yield  Muni  Bond/Mass  FinI 
MFS  Managed  M-S  Tax-Ex-Md/Mass  FinI 
MFS  Managed  M-S  Tax-Ex-Mass/Mass  FinI 
MFS  Managed  M-S  Tax-Ex-NC/Mass  FinI 
MFS  Managed  M-S  Tax-Ex-Va/Mass  FinI 
MFS  Managed  Municipal  Bond/Mass  FinI 

MFS  Municipal  Income  Trust/closed-end 
Municipal  High  Income  Fund/closed-end 
MuniEnhanced  Fund/closed-end 
MuniVest  Fund/closed-end 
A  D         Mutual  of  Omaha  T-F  Inc/Mutual  of  Omaha 

B  D         Nationwide  Tax-Free  Fund/Nationwide 

A  D         New  England  Tax-Exempt  Income/TNE 

D  F         New  York  Muni  Fund/Fundamental 

Nuveen  Calif  Muni  Market  Oppor/closed-end 
Nuveen  Calif  Muni  Value/closed-end 
Nuveen  Calif  Performance  Plus  Muni/closed-end 
Nuveen  Calif  Tax-Free-Spec  Bond/Nuveen      ■'=s 

Nuveen  Insured  T-F  Bond-Natl/Nuveen 
Nuveen  Insured  T-F  Bond-NY/Nuveen 
Nuveen  Invest  Quality  Muni/closed-end 
Nuveen  Municipal  Advantage  Fund/closed-end 
C  B         Nuveen  Municipal  Bond  Fund/Nuveen 

Nuveen  Municipal  Market  Oppor/closed-end 

Nuveen  Municipal  Value  Fund/closed-end 
Nuveen  NY  Muni  Market  Oppor/closed-end 
Nuveen  NY  Muni  Value/closed-end 
Nuveen  NY  Performance  Plus  Muni/closed-end 
Nuveen  Performance  Plus  Muni/closed-end 
Nuveen  Premium  Income  Muni/closed-end 
Oppenheimer  Calif  Tax-Exempt/Oppenheimer    -« 


Total 

return 

Last 

12 

months 

Yield 

As' 

6/30/91 
($mil) 

F-A^r- 

Maximum 

sales 

charge 

Annua, 
expense 
per  $10 

Annual 
average 

6/86 
to  6/91 

%  change 
91vs90 

7.2% 

9.0% 

7.3% 

7.6% 

8.2% 

6.8% 

$0.76 

8.1% 

8.0% 

7.1% 

$1,469 

-5% 

4.00% 

NA 

8.2 

8.8 

6.8 

2,522 

4 

none 

NA 

5.7 

6.5 

5.8 

351 

0 

0.75 

$0.40 

* 

7.0 

6.3 

102 

-16 

2.00 

0.92 

7.2 

7.7 

6.7 

559 

-7 

4.00 

0.68 

* 

6.6 

5.9 

391 

6 

6.00b 

2.05 

6.6 

5.6 

8.5 

632 

-8 

t 

1.05 

7.8 

7.8 

6.4 

108 

12 

4.75 

1.17 

7.6 

8.7 

6.8 

221 

2 

4.75 

1.07 

7.4 

7.9 

6.3 

263 

34 

4.75 

1.09 

8.1 

7.9 

6.5 

300 

19 

4.75 

1.11 

8.4 

8.2 

6.5 

1,571 

13 

4.75 

0.60 

* 

3.6 

8.4 

320 

-4 

NA 

1.30 

* 

7.4 

8.0 

169 

2 

NA 

1.95 

* 

9.9 

7.0 

468 

2 

NA 

0.71 

* 

9.5 

7.6 

826 

2 

NA 

0.67 

8.6 

8.6 

6.4 

378 

6 

4.75 

0.78 

6.9 

7.7 

6.2 

108 

25 

5.00b 

l.OOp 

7.3 

7.3 

6.2 

150 

4 

4.50 

0.97 

4.6 

1.3 

6.0 

173 

-27 

none 

1.48 

* 

10.1 

7.1 

165 

54 

NA 

0.82 

* 

8.0 

6.5 

187 

2 

NA 

0.89 

* 

9.8 

7.1 

263 

2 

NA 

0.78 

r   —* 

8.2 

6.5 

108 

37 

4.75 

0.69 

* 

9.3 

6.3 

211 

59 

4.75 

0.77 

* 

8.7 

6.4 

102 

86 

4.75 

0.71 

* 

10.7 

6.1 

749 

78 

NA 

0.74 

* 

10.5 

7.6 

884 

2 

NA 

0.75 

8.7 

8.7 

6.7 

1.551 

20 

4.75 

0.61 

* 

11.2 

7.5 

933 

3 

NA 

0.74 

* 

8.7 

7.0 

1,645 

2 

NA 

0.8b 

— * 

9.1 

6.7 

121 

53 

NA 

0.84 

* 

8.2 

6.7 

115 

2 

NA 

0.% 

♦ 

9.6 

7.5 

147 

2 

NA 

0.84 

♦ 

10.6 

7.2 

1.198 

2 

NA 

0.75 

* 

10.7 

7.2 

1.123 

3 

NA 

0.64 

-^_* 

7.8 

6.8 

113 

56 

4.75 

0.5.V 

^*Fund  not  in  operation  for  full  period.     tClosed  to  new  investors.     Expense  ratio  is  in  italics  if  the  fundhasasharetmlder-paid  I2t>-1  pl»naKxedine0.1%(hidri 
'  load)  pending  or  in  force.     #Fund  has  two  classes  of  shares.  Performance  figures  are  for  class  with  front-end  load  and  no  or  low  12b-l  plan.  Assets  are  for  en; 
fund,    b:  Includes  back-end  load  that  reverts  to  distributor,     p:  Net  of  absorption  of  expenses  by  fund  sponsor.    NA:  Not  applicable  or  not  available 
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ADVERTISEMENT                                                                                                              1 

■ 

FORBES 

FALL 

MUTUAL 

FUNDS 



'7 

PORTFOLIO 



5/ 

Mutual  funds  are  more  popular  than  ever  and 
continue  to  attract  all  types  of  investors.  In  fact, 
since  1940,  mutual  fund  shareholders  have 
grown  from  under  300,000  to  more  than  58 
million.  Today,  one  in  every  four  U.S.  house- 
holds own  mutual  funds.  "*" 

That's  why  FORBES  brings  you  the  Mutual 
Funds  Portfolio.  It  gives  you  the  opportumty  to 
review  and  learn  about  many  different  funds 
available  to  you.  Each  of  the  participating  com- 
panies in  this  portfolio  offers  you  a  prospectus 
with  more  information  about  its  funds.  Gdl  the 
800  numbers  indicated  in  their  ads  for  faster  ser- 
vice or  mail  in  the  reader  response  card  included 
in  the  section.  You  should  always  read  the 
prospectus  carefully  before  sending  any  money. 

•ICI,  1991 

3 

) 

7 
1 

1 

J 

1 

1 

1 

1 

1 

I 

1 

1 

' 

; 

ADVERTISEMENT 


FORBES  MUTUAL  FUNDS  PORTFOLIO 


rimsM 


CGM  MUTUAL  FUND 

BALANCED  PERFORMANCE 


CGM  Mutual  Fund.  Balanced.  Flexible.  A  no-load  mutual  fund 
managed  with  a  prudent  approach  in  pursuit  of  the  goal.  CGM 
Mutual  Fund  has  ranked  high  among  balanced  funds  for  1 ,  5,  and  1 0 
year  periods  as  well  as  year  to  date.* 


6Mos. 
1991 

1  Year* 

5  Years* 

10  Years* 

CGM  MUTUAL  FUND 

16^% 

12.2% 

10.6% 

16J% 

Balanced  Fund  Rank  (Lipper) 

#3  of  61 

#7  of  58 

#3  of  30 

#2  of  23 

Lipper  Balanced  Fund  Index 

10.1% 

7.7% 

8.6% 

14.0% 

We  invite  you  to  examine  our  record,  which  represents  past 
performance  and  is  no  guarantee  of  future  results.  For  more 
information  and  a  current  prospectus,  call  1-800-345-4048  Ext.  401. 
Read  it  carefully  before  you  invest  or  send  money. 

1-800-345-4048  Ext.  401 


CGM  MUTUAL  FUND 


Capital  Growth  Management 


*Net  Compounded  Annual  Total  Return,  periods  ending  6/30/91 , 

according  to  Lipper  Analytical  Services,  Inc.,  an  independent  mutual  fund  ranking  service. 

TNE  Investment  Services  Corporation,  Distributor 


COUNSELLORS 
INTERNATIONAL  EQUITY 
FUND,  INC. 


Are  you  interested  in  taking  advantage  of  the 
investment  opportunities  available  in  overseas 
stock  markets? 

Diversify  your  holdings  to  include  the  #1  ranked 
international  fund  for  the  past  two  years.  Act  now 
and  invest  in  Counsellors  International  Equity 
Fund,  Inc. 

Exchangeable  with  eight  other  Counsellors  Funds. 

CouiiNellorN  Funds 
No-Load  Mutual  Funds 

l-8()()-888-6878 

466  Lexington  Avenue,  New  York,  NY  10017-3147 


For  more  complete  information,  contact  Counsellors  Securities,  Inc.,  tfie  distributor,  by  calling  tf)e 
toll-free  number. 

Source:  Ranked  #1  out  of  72  funds  by  Lipper  Analytical  Sennces,  Inc.  for  ttie  tvw)-year  penod  ending 
06/30/91.  Of  course,  past  perlomiance  is  no  guarantee  of  future  results,  and  ttie  funds'  sfwre  pnce 
will  fluctuate,  so  ttial  you  may  receive  more  or  less  than  your  original  investment  upon  redemption. 


FOUNDERS  MUTUAL  FUNDP 

HIGH-PERFORMING,  NO-LO.\D  GROWTH 
FUNDS  COMBINED  MTH  THE  CV\T:STM1 
FLEXIBILITY'  OF  A  FLXL  FAMILY  OF  FU> 


Small  Company 

■  Founders  Discovery  Fund 

■  Founders  Frontier  Fund 

Capital  Appreciation 

■  Founders  Special  Fund 

Long-term  Growth 

■  Founders  Worldwide 
Growth  Fund 

■  Founders  Growth  Fund 

Find  out  more. 
1-800-525-2440 


Long-term  Growth  and  Im 

■  Founders  Blue  Chip  Fi 

Current  Income  and 
Capital  Appreciation 

■  Founders  Equity  Incomi  I 

Current  Income 

■  Founders  Government! 
Securities  Fund 

■  Founders  Money  Marke 


24-hour  Information  L 


Founders 

Founders  Financial  Center 

2930  East  Third  Avenue 

Denver,  Colo.  80206 

Founders  Asset  Management.  Inc.,  Distrinbi 

Meeting  investors'  needs  since  1 938  with  performance  and  q 
sen/ice.  Please  call  or  send  for  a  free  prospectus  which  con 
more  complete  information  about  fees  and  expenses.  Re^ 
carefully  before  you  invest  or  send  money. 


BARON  ASSET  FUND 


Baron  Asset  Fund  has  been  a  top  performing 
mutual  fund  since  its  inception  in  June  1987.  Our 
focus  is  on  small  and  medium-sized  companies 
with  undervalued  assets  and  favorable  growth 
prospects.  Smaller  companies  are  emerging  as 
strong  performers  in  today's  market.  The  time  is 
right  to  invest  with  us.  For  more  information, 
including  charges  and  expenses,  call  or  write  for  a 
prospectus.  Read  it  carefully  before  you  invest. 


l-800-99-R\RON  or  212-759-77< 

Distributed  by  BARON  CAPIT.\L,  INC.  45«  Put  Atnac   New  Yarfc.  New  York 


FLAGSHIP  TAX-EXEMPT  FUNI! 

Flagship  offers  a  family  of  national  and  state-focused  muni( 
bond  funds.  Each  Fund  is  a  quality,  diversified  portfolio  which  st 
to  provide  high,  cun^ent  tax-free  income  for  its  investors.  For  r, 
infomiation  about  Flagship  Funds,  including  charges  and  expen 
obtain  a  prospectus  from  Flagship  Funds  Inc.  by  calling  1-800-; 
4648,  Nationwide;  or  1-800-354-7447.  in  Ohio.  Read  it  car« 
before  you  invest  or  send  money. 

I-800-227-464S,  Ntttion>\idc 

l-8<N)-354-7447Jn(>hio 

^FLAGSHIP 


FORBES  MUTUAL  FUNDS  PORTFOUO 


ADVERTISEMENT 


;E  GERMANY  FUNDS 

WAY  TO  INVEST  IN  GERMANY 


''%)n  the  New  York  Stock  Exchange  and  managed  by 
leutsche  Bank  Group: 


ufiip 


■T 


te^  I    III 


THE  GERMANY  FUND,  INC. 

-investing  exclusively  in  Gernian  equities, 
primarily  the  "blue  chips". 


THE  NEW  GERMANY  FUND,  INC. 

— investing  primarily  in  the  middle-market 
German  companies,  and  up  to  20%  outside 
Germany  (with  no  more  than  10%  in  any  single 
country  outside  Germany). 

THE  FUTURE  GERMANY 
FUND,  INC. 

—similar  to  Germany  Fund  but  with  an  emphasis 
on  companies  benefiting  from  developments  in  the 
former  "East  Gennany"  as  well  as  Eastern  Europe. 


m  INFORMATION  CALL  YOUR  BROKER  OR 

OOGERMANY 


I 


6 


HE  GABELLI  ASSET  FUND 

[• 

fiary  objective  is  long-term  growth  of  capital  by 
sting  in  companies  selling  below  their  private 
ket  value.  $25,000  minimum,  $2,000  for  IRA's. 

J  initial  minimum  for  accounts  opening  on 
lomatic  Investment  Plan. 


1-800^BELLI  (8(XM22-3554)  for  a  Prospectus  which  contairis 
I  complete  information,  including  fees  and  expenses.  Read  it 
,.  lully  twfore  you  invest  or  send  money. 

koO-GABELLI  (800-422-3554) 
abclli  &  Company,  Inc. 


OR  FUND 


lATS  YOUR  INVESTMENT  STYLE? 

H^CKNive?  Moderate?  Neutral?  Conservative? 

peam  which  equity/fixed  income  ratio  best  matches  your  long-term 
pancial  investment  goals,  write  or  call  for  "Asset  Allocation 
luidelines."  Harbor  Fund  is  a  family  of  six  no-load,  non-overlapping 
utual  funds,  each  providing  different  risk 
Id  retum  characteristics. 

«  prospectus  contains  more  complete  nfom^tion,  including 
»  and  expenses.  Read  it  carefully  before  you  invest  or  send 
iney.  Haitxx  Fund  is  distributed  t>y  HCA  Secunties,  Inc. 


-800^22-1050 


One  SeaGate 
Toledo.  OH  43666 
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lAI  REGIONAL  FUND 

INVESTMENT  ADVISERS,  INC. 

THIS  ISN'T  THE  FIRST  TIME 
YOU'VE  SEEN  OUR  NAME  IN  PRINT. 

As  a  Forbes  Reader,  you've  probably  noticed  our  name  . .  .  and  our 
performance  ...  in  the  annual  Stock  Fund  Honor  Role.  If  you 
missed  us  this  year,  check  your  back  issues.  We've  been  honored 
for  three  years  running!  While  we  appreciate  the  accolades  which 
Forbes  and  others  have  given  our  Regional  Fund,  we  still  t)elieve 
there's  only  one  way  to  make  a  good  mutual  fund  buy.  Read  the 
prospectus.  It's  yours  for  the  asking.  Call  now. 


1800-927-3863 


EXT.  6216 


Funds  distributed  by  lAI  Securities  Inc.  Member  SIPC.  Past 
performance  is  not  a  guarantee  of  future  results.  Investment  retum 
and  principal  value  will  fluctuate,  and  redemption  price  may  be  more 
or  less  than  original  cost.  Please  read  the  prospectus  carefully 
before  investing.  Minimum  investment  $5000  ($2000  for  IRAs). 
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LEXINGTON  WORLDWIDE 
EMERGING  MARKETS  FUND 

A  "Core"  holding  for  the  1990's 

A  no-load  fund  that  invests  in  equity  securities  of  companies  domidted 
in,  or  doing  business  in  emerging  countries  and  emerging  markets.  If 
you  are  interested  in  participating  in  the  growth  potential  of  some  of  the 
world's  fastest  growing  capital  markets,  call  for  a  free  Investor  kit. 

1-800-526-0057 

Lexington  Funds  Distributor,  Inc. 

...because  the  first  thmg  your  nraney  should  do  is  last 

10 


LBXINGKXS 


RUSHMORE  AMERICAN 
GAS  INDEX  FUND 

American  Gas  Index  Fund  is  the  only  pure  no-load 
fund  that  invests  exclusively  in  natural  gas  stocks, 
offering  you  a  convenient  way  to  participate  in  the 
growth  of  the  industry.  Natural  gas,  the  cleanest  buming 
fossil  fuel,  may  help  America  meet  its  clean  air  goals. 
Request  a  free  prospectus  and  we'll  include  a 

complimentary  copy  of  "A  Guide  to 

the  Clean  Air  Act  Amendments.' 


?%£ 


■•«■ 


"i* 


R 


USHMORh 


Ertergize  your  portfolio 
C$k\\  8(N)-621Rl'SII  (800-621-7874) 
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ADVERTISEMENT 


FORBES  MUTUAL  FUNDS  PORTFOUO 


JANUS  FUNDS 

BUY  TWENT\  STOCKS  FOR  ^50  A  MONTH 

Invest  in  Janus  Twenty  Fund  through  our  No  Minimum  Investment 
Program  and  you'll  get  an  "instant  portfolio"  of  approximately  20 
growth  stocks— for  as  little  as  $50  a  month!  If  s  a  program  that  gives 
small  investors  a  big  opportunity  to  get  into  one  of  the  most 
successful  mutual  funds  on  the  market.  Janus  Twenty  Fund 
concentrates  its  holdings  in  approximately  20-25  growth  stocks.  It's 
an  aggressive  approacfi — but  one  that's  eamed  Janus  Twenty  Fund 
a  16.41%  average  annual  retum  over  its  life.' 

Find  out  more  about  Janus  Twenty  Fund  and  our  No  Minimum 
Investment  Program.  Call  for  a  free  prospectus  containing  more 
complete  information.  Please  read  the  prospectus  carefully  before 
you  invest  or  send  money. 


Janus  Twenty  Fund 

P.O.  Box  173375  Denver,  CO  80217-3375 
1-800-525-8983,  Extension  9401 
Ask  about  our  family  of  funds. 


1-800- 

525-8983,  Ext.  9401 


*Per  Upper  Analytical  Services,  Inc.,  for  the  periods  ended  June  30,  1991,  Janus  Twenty  Fund's 
average  annual  total  returns  for  one  and  five  years  were  10.83%  and  13.03%,  respectively,  and 
16.41%  for  ttie  life  of  the  Fund  from  April  30, 1985  through  June  30, 1991.  Past  perfomiance  does 
not  guarantee  fijture  results.  Your  retum  and  share  price  will  vary  and  may  be  worth  more  of  ^  ^ 
less  at  redemption  than  at  purchase,  even  under  the  No  Minimum  Investment  Program.  '  ^ 


SoGen  international  fund 

imTST  IN  GLOBAL  >LVRKETS  FOR 
DnT.RSIFICL\TION  AND  OPPORTLTVITIES. 


Strong  Long-Term 
Performance  Record 


10  Year*  5  Year*  1  Year* 


16.3%     10.8%     2.1% 


SoGen  International  Fund  permits 
shareholders  to  participate  in  global 
developments.  Prospectus  Available. 

1800-334-2 143 

The  10, 5, 1  year  periods  ended  3^31/91.  Average  annual  compounded  rales  of  return  are  historical  and 
ItKlude  reinvestment  of  dividends  and  capital  gains,  and  the  effect  of  the  3.75%  sales  charge.  Past 
perfomftance  is  no  ndcat)on  of  future  returns.  Prospectus  will  be  a/aistiie  for  more  complete  infomation 
about  the  SoGen  Intsmatxxial  FiixJ.  Inc.  indudng  nsks  associated  with  forei^  securities,  charges,  and 
eoipenses.  Please  read  it  carefuly  before  you  invest  or  send  money 


SoGen  International  Fund,  Inc.  50  Rockefeller  Plaza,  New  York,  NY  10020 
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VALUE  LINE  NO-LOAD  FUNDS 


value! 
LINE 

MUTUAL  FUNOSi 

T>w  SmA-t  Mnwy  Tims  To  Vltur  Una' 


The  Value  Line  Family  of  ten  100%  no- 
load  funds  offers  you  a  better  way  to 
invest  your  money,  whether  money 
market,  bond  or  equities.  In  addition  to 
being  100%  no-load,  there  are  no 
charges  for  exchanging  among  the  funds.  What  Value  Line  is  giving 
you  is  performance  not  promises  with  100%  of  your  investment 
dollars  working  for  you  immediately— and  continues  working — for 
the  highest  possible  retums.  To  find  out  more  call  1-800-223-0818, 
24  hours  a  day.  Remember— The  smart  money  turns  to  Value  Line. 


1-800-223-08  IS 
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Portfolio  co-managers  Hans  Utsch  arxl 
LawrerKs  Auriana  corrtjine  over  fifty  years 
o(  experience  as  analysts,  money 
managers  and  venture  capitaists. 


THE  KAUFMANN  FUND,  INC 

The  Kaufmann  Fund  is  an  aggresi 
growth  fund  dedicated  to  the  objec 
of  capital  appreciation  throi 
investment  in  small  groi 
companies.  The  Fund  inve 
primarily  in  companies  just  beyond 
venture  stage  that  have  estabfal 
profitability  and  have  substan 
growth  prospects.  These  compau 
have  strong  positions  in  tf>e  rriark 
they  serve,  as  a  result  of  proprietary  technotogy  or  know-how.  R 
prospectus  please  call  toll  free,  24  hours  a  day,  7  days  a  week: 

1-800-321-9042 

BEST  PERFORMING  EQUITY  FUND  198&f 

PER  INVESTOR'S  DAILY 

BEST  PERFORMING  MUTUAL  FUND  IN  191 

TOPS  "ALL"  CATEGORIES  PER  UPPER  ANALYTICAL  SERVO 

BEST  PERFORMING  SMALL  CO. 
GROWTH  FUND  IN  1989 

$25  MILUON  PLUS  CATEGORY  PER  UPPER  ANALYTICAL  SERVC 

The  Kaufmann  Fund,  In 


TT)e  performance  crted  represents  past  pefformarxx.  investmenl  perionnance 
shares  wtten  redeemed  may  be  wodti  more  or  less  than  original  cost 


100%  NO-LOAD™ 

MUTUAL  FUND  COUNCIL 

FOR  A  headsx\rt-in\t:st  in 

NO-LOADS  THAT  ARE  TRLXY  NO-LOAD 

To  purchase  shares  of  a  no-toad  fund  without  incurring  unejqDected  k 
and  charges,  invest  with  confidence  in  funds  tfiat  are  members  of  tie  101 
No-Load  Mutual  Fund  Coundl. 

Council  Members  exact- 
No  Sales  Charges 
No  12b-l  Fees 

No  Contingent  Deferred  Sales  Charges 
No  Exit  Fees 
No  Back-End  l^ads 
No  l>i>idcnd  Reinvestment  (^har^s 
No  Lon|^  Tenn,  Fixed  Redemption  Charj^ 

The  Coundl's  expanded  1991-1992  Membership  DirBctoiy  gives  vlJ 
infomiation  on  the  lOOiAjs  member  funds,  togetnr  wtfi  text  charts  ■ 
graphs  descri}ing  the  advantages  of  1 00°o  ncHoad  rnulual  furvl  irwBSlino 
For  \ma  eofn  of  ttie  IKrve(or>.  pleaM:  ricnd  i>XfM 
(postal  and  handling  included)  to: 


100% 


g^  MlTl  Al<  Kl  NT) 
O  (XK  MIL 


Oept  F,  1501  BroacKvay,  New  YorK  NY  10036 
Nonjirofit  Thwk  (■roap 


FUND  SURVEY 


4^H 

Tr^-.!  _«.._ 

YieM 

As 

Tr-hr 

Maximum 
sales 

Annual 

expenses 

DOWN 

Anr>ual 

Last 

6/30i/91 

%chanee 

Is     mjtkHs 

average 

12 

($mil) 

91vs90 

charge 

perSlOO 

6/86 

ntortths 

to  6/91 

dnBBfSOfi  LCMMn  ■■■■c^mi  Dono  ncia 

7.2% 

9.0% 

7.3% 

Forties  municipai  bond  fund  ooBiposrte 

7.6% 

8-2% 

6.8% 

$0.76 

A 

npfiflifiMH  New  Yori(  Tai-£x/nii|urfiiiwii 

7.1% 

8.1% 

6.8% 

$312 

28% 

4.75% 

$0.95 

B 

OppCHhCMMr  Tai-Free  Bond^OppenlKBBV 

7.7 

8.0 

6.9 

313 

31 

4.75 

0.89 

OvertmJ  Express  CairfT-FBondOvertand     ^"» 

« 

8.7 

6.9 

?ft? 

115 

4.50 

0??p 

B 

Pxjtic  Honnn-Cahf  T^  BondCowcowl  FM    -^ 

-  7.0 

7.8 

6.4 

116 

11 

4.50 

l.Olp 

■c 

8 

PaiMHeUKf  CifihnB  T-f  Inc^nnneWeUxr  -^ 

"    8.4 

11.3 

6.6 

223 

r^ 

4.00    ^ 

0.93 

■b 

C 

nmwtSKXs  National  i-r  inc  'Tfameweooer 

7.9 

7.9 

6.7 

357 

^ 

4.00 

0.73 

PiapBwt  Tai-ra  ■!<  niwiWBC 

• 

8.7 

5.9 

169 

17 

none 

0.79p 

Pmier  Caif  Mura  Bond/Drerfus 

* 

73 

7.1 

196 

84 

4.50 

Clip 

hiBWilfcMiiiiliilBondPreyfus 

♦ 

9.6 

7.4 

269 

117 

4.50 

0.22p 

Pwiii*il<i  Mai  Cmwfflwjto 

• 

7.5 

6.8 

199 

94 

4.50 

021p 

* 
—                    » 

9.1 
&8 

7.1 
6.9 

190 
191 

116 
83 

4.50 
4.50 

021p 
021p 

PMMer  Stale  Mwa-Mid^vVDrerhis 

* 

8.4 

7.0 

119 

69 

4.50 

020p 

PumiH^AmmiOkHlOKfhii 

— ' 

8.9 

7.1 

191 

77 

4.50 

021p 

IVi«iii<TIHi  Muni-Peni^Dwyfus 

« 

8.8 

7.3 

121 

89 

4.50 

0.22p 

T  RoK  Price  M»T(»>d  T-F  Bondff^rice 

T 

7.8 

6.2 

365 

57 

nore 

0.63 

c 

A 

T  Rove  Price  Tax-Free  H«h  riekVPrice 

8.7 

8.7 

7.1 

547 

16 

none 

0.83 

c 

D 

T  Rove  Price  Tax-Free  Income  Funt^nce 

6.4 

8.1 

6.5 

1.156 

2 

none 

0.62 

F 

A 

T  Root  Price  T-F  Start  taleraKM>rice 

5.7 

7.0 

5.6 

255 

16 

none 

0.74 

c 

0 

Prudentiai  UiMw'/PradnlBl 

6.4 

7.4 

6.4 

170 

-5 

4.50 

0.86 

• 

Prudential  Mimi  Bond-44«h  YieW*^>iudenlial 

♦ 

7.0 

7.5 

738 

11 

4.50 

0.77 

Pradnbal  Mum  Bond-^nsued^/PrudenlHl 

• 

8.4 

6.3 

587 

10 

4.50 

0.79 

Prudential  Mini-Ne*  Jerser'/Prudential 

« 

9.3 

6.5 

235 

32 

4.50 

0.78 

B 

0 

ftudentBl  Muni-Nev  Yortr*^rudential 

62 

7.9 

6.6 

288 

-12 

4.50 

0.77 

Prudential  llu«-Penn*^Pmdential 

• 

7.0 

6.3 

167 

10 

4.50 

0.87 

B 

D 

Prudentiai  Natl  Municipais'/Prudentiai 

6.9 

8.4 

6.3 

857 

-10 

4.50 

0.75 

C 

B 

PuhBBi  CaBf  Ts-Exaipt  IrKome^utnani 

8.4 

8.3 

6.8 

2.108 

18 

4.75 

0.64 

Pulna  H|^  Yield  Muni^ctosed-end 

♦ 

6.1 
8.5 

9.1 

9.1 
8.0 

83 

180 
3'v3 
568 

-3 
67 

47 

NA 
NA 

0.90 
1.21 
1.29 

♦ 

B 

C 

PiAhm  New  Yorii  Tax-Evmt  hKMiidPHbM 

8.0 

7.3 

7.0 

1.507 

5 

4.75 

0.56 

PwfcMW  Ohio  Tax-Eannpt  lir  nin(P>*ni 

» 

6.9 

6.1 

101 

- » 

t 

1.71 

A 

D 

Putan  Tai-£u*npl  hnaidPHkMi 

62 

6.8 
8.1 

6.7 
82 

1.418 
263 

6 
31 

4.75 
4.75 

0.54 
0.95 

0 

A 

MnM  Tax-Free  Income-tii  YkVPutnam 

7.0 

6.5 

7.4 

719 

12 

5.ont) 

1.49 

C 

C 

hlhHM  Tax-Free  Income-insiMd^lUnn 

7.3 

7.0 

5.7 

353 

16 

5.00b 

IS) 

D 

■Findi 

A-l> 

RodKskr  Fwid  MuradpahXtaimv 

8.7 

9.2 

7.2 

367 

136 

4.00 

0.70 

latmoperatM 

mforfiMpenod.    ICtosedtoneHHweskn.    EMpemei*U>BmiUKsifthefundhK*simeholder-pmdl2b-lplmewceeait^0.1%(hMiaen 

ktaatpendaig  or  mi  i 

brce    tfiwdtiastMPrtiww  of  shafts.  Pfcrkiirnance  figures  are  for  class  with  ffoot-erMil^ 

kw  12b-l  plan.  Assets  we 

forent*e 

luntf. 

kkidwles 

back-end  load  that  rewrts  to  dstntMtor.    p:  Net  of  atsorptnn  of  expenses  by  fund  sponsor.    NA:  Not  apptcabte  or  not  avwlabte.    'As  of 

7  U91 

tmctesesc 

^onnerty  PameWetJber  Tas-Caempt  Income  Fund 

Distributor  table. 

page  294 

Rules,  page  210. 

'•m. 

BBHeS 

^KL 

horbcs  ■  Sqxcmbcr  2, 1991 
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MUNIUIKML  bUNU  tUNUd 


FUND  SURVEY 


Performance      Fund/distributor 
UP  DOWN 

markets     markets 


A 

D 

A 

D 

B 

D 

A+ 

F 

A 

D 

C 

B 

C 

C 

B 

C 

B 
C 

A-i- 
D 

D 
F 
D 


Shearson  Lehman  municipal  bond  index 
Forbes  municipal  bond  fund  composite 

D         Safeco  Municipal  Bond  Fund/Safeco 

C         Scudder  Calif  Tax-Free  Fund/Scudder     -— 

Scudder  High  Yield  Tax- Free/Sc udder 
D         Scudder  Managed  Muni  Bonds/Scudder 
A  +      Scudder  Medium  Term  Tax-Free'/Scudder 

C         Scudder  NY  Tax-Free/Scudder 

Seligman  Select  Municipal/closed-end 
Seligman  Tax-Exempt-Mass/Seligman 
Seligman  Tax-Exempt-Michigan/Seligman 
Seligman  Tax-Exempt-Minnesota/Seligman 

Seligman  Tax-Exempt-National/Seligman 
Seligman  Tax-Exempt-Ohio/Seligman 
Shearson  Calif  Municipais/Shearson         _^^ 
Shearson  Income-Tax-Ex  Income/Shearson 
Shearson  Managed  Municipais/Shearson 

B         Shearson  NY  Municipais/Shearson 

Smith  Barney  Muni  Bond-Calif/Smith  Barney 
Smith  Barney  Muni  Bond-Natl/Smith  Barney 
Spartan  California  Muni  High  Yield/Fidelity 
Spartan  Conn  Muni  High  Yield/Fidelity 

Spartan  Municipal  Income/Fidelity 
Spartan  New  Jersey  Muni  High  Yields/Fidelity 
Spartan  New  York  Muni  High  Yield/Fidelity 
Spartan  Penn  Muni  High  Yield/Fidelity 
B         SteinRoe  High  Yield  Municipals/Stein  Roe 

A         SteinRoe  Intermediate  Munis/Stein  Roe 

C         SteinRoe  Managed  Municipals/Stein  Roe 

C         Tax-Ex  Bond  Fund  of  America/American  Funds 

Tax-Ex  Fund  of  California/American  Funds 

Tax-Free  Fund  of  Colorado/Aquila 

C         Tax-Free  Trust  of  Arizona/Aquila 
B         Tax-Free  Trust  of  Oregon/Aquila 

Transamerica  Calif  Tax-Free  Inc/Transamerica 
D         United  Municipal  Bond  Fund/Waddell 
A         United  Municipal  High  Income/Waddell 

USAA  Tax-Exempt-Calif  Bond/USAA       ""•-" 
C         USAA  Tax-Exempt-High  YieldAJSAA 
A         USAA  Tax-Exempt-lntermediate/USAA 
A-H       USAA  Tax-Exempt-Shoft-TermAJSAA 
A         UST  Master  Tax-Exempt-lnterm*Kl/UST  Sees 


Total  return 

Annual         Last 
average          12 

6/86        months 
to  6/91 

Yield 

/Usets 

6/30/91    %  change 
($mil)      91vs90 

Maximum 

sales 

charge 

Amt 
expB 
per$ 

7.2% 

9.0% 

7.3% 

7.6% 

8.2% 

6.8% 

$0.7 

9.1% 

8.9% 

6.6% 

$357 

17% 

none 

$0.: 

7.9 

8.2 

6.1 

216 

8 

m^ 

0.£ 

* 

9.3 

6.8 

141 

17 

none 

l.C 

8.7 

9.1 

6.4 

736 

6 

none 

o.e 

5.9 

8.1 

6.0 

136 

198 

nor>e 

0.C 

7.6 

7.9 

6.2 

143 

6 

none 

03 

* 

10.8 

7.4 

221 

2 

NA 

0.7 

7.9 

8.9 

6.5 

113 

-5 

4.75% 

08 

8.3 

8.0 

6.3 

124 

8 

4.75 

0^8 

7.8 

7.4 

6.3 

178 

10 

4.75 

0^ 

8.2 

7.8 

6.4 

135 

-3 

4.75 

0.8 

8.5 
7.8 
7.4 

8.4 
7.7 

7.6 

6.5 
6.9 
6.7 

149 
342 
624 

8           4.75 

5    ^^"5^ 

10           5.00b 

0.7 
0.6 

1.4 

8.1 

8.1 

7.4 

1.508 

5 

5.00 

0.5 

8.0 

8.2 
8.9 
9.3 

7.2 
7.1 
7.1 

437 
102 
212 

1 
21 
23 

5.00 
4.00 

0.6 
02. 
02 

— * 

9.0 

6.8 

316 

109 

none 

0.1 

— * 

7.6 

6.4 

294 

28 

none 

0.5 

— * 

9.5 

7.3 

442 

NM 

nonei 

0.1 

— * 

9.1 

6.4 

243 

24 

none 

0.5 

— * 

8.3 

7.0 

183 

106 

none 

0.3 

— * 

9.5 

7.1 

163 

33 

none 

0.6* 

9.2 

8.8 

7.0 

374 

20 

none 

0.7 

6.8 

8.2 

5.8 

119 

20 

none 

OJI 

8.6 

9.0 

6.4 

656 

12 

none 

0.61 

7.6 

8.2 

6.4 

674 

24 

4.75 

0.M 

* 

7.5 

5.8 

106 

27 

4.75 

o.i 

* 

7.9 

6.4 

109 

46 

4.00 

oli 

8.2 

8.6 

6.6 

175 

45 

4.00 

O.SI 

7.7 

8.1 

6.4 

175 

27 

4.00 

o.| 

* 

9.3 

7.2 

132 

232     ^- 

-'4':7T^ 

''j 

8.7 

8.4 

6.5 

726 

11 

4.25 

0.1 

8.0 

8.3 

7.8 

214 

12 

4.25 

0.8(    ! 

♦ 

8.7 

6.6 

223 

69 

none 

O.K 

8.1 

8.3 

7.1 

1.429 

13 

none 

OM 

7.3 

8.5 

6.8 

628 

26 

none 

0.4: 

5.9 

6.9 

6.3 

480 

61 

none 

0.5( 

6.4 

8.3 

6.3 

140 

55 

4.50 

o.«| 

'Fund  not  m  operation  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee.  which  proceeds  revert  to  tt>e  fur>d.  Expense rafpoi 
italics  if  the  fund  fias  a  stiaretiolder-paid  12b- 1  plan  exceeding  0. 1  %  (tiidden  load)  pending  or  in  force,  b.  Includes  back-end  toad  that  remits  to  dtstnb«A 
p:  Netof  absorption  of  expenses  by  fund  sponsor.  NA:  Not  applicableor  not  available.  'Formerly  Scudder  Tax-Free  Target- 1990.  *forTneny  Fidelity  New  JaU 
Tax-Free-High  Yield. 


Distributor  table,  page  294.  Rules,  page  210. 
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»rformance     Fund/distributor 
IP  DOWN 

kets     markets 


Shearson  Lehman  municipal  bond  index 
Forbes  municipal  bond  fund  composite 

Value  Line  Tax-Exempt-Hi  YId/Value  Line 
Van  Kampen  Merritt  Ins  T-F/Van  Kampen 
Van  Kampen  Merritt  Muni  Inc/closed-end 
Van  Kampen  Merritt  T-F  Hi  Inc/Van  Kampen 
Vanguard  California  T-F-lns  L-T/Vanguard     — 

Vanguard  Muni  Bond-High  Yield/Vanguard 
Vanguard  Muni  Bond-Ins  L-T/Vanguard 
Vanguard  Muni  Bond-lntermed/Vanguard 
Vanguard  Muni  Bond-Ltd  Term/Vanguard 
Vanguard  Muni  Bond-Long-Tenn/Vanguard 

Vanguard  Muni  Bond-S-T/Vanguard 
Vanguard  NJ  Tax-Free-Ins  L-T/Vanguard 
Vanguard  NY  Insured  Tax-Free/Vanguard 
Vanguard  Penn  Tax-Free-Ins  L-T/Vanguard 
Voyageur  Minnesota  Tax-Free/Voyageur 

►und  not  in  operation  for  full  period.  tClosed  to  new  investors.  Expense  ratio  is  in  italics  if  the  fund  tias  a  stiaretio!der-paid  12b- 1  plan  exceeding  0. 1  %  (tiidden 
ad)  pending  or  in  force,  b:  Includes  back-end  load  that  reverts  to  distributor,  p:  Net  of  absorption  of  expenses  by  fund  sponsor.  NA:  Not  applicable  or  not 
i/ailable. 

Distributor  table,  page  294.  Rules,  page  210. 


0 

8 

8 

C 

A+ 

F 

A-t- 

D 

A 

D 

C 

B 

A-»- 

D 

F 

A  + 

A 

D 

A 

D 

D 

A 

Total  return 

Annual         Last 
average          12 

6/86        months 
to  6/91 

Yield 

/^sets 

6/30/91    %  change 
($mil)      91vs90 

Maximum 

sales 

charge 

Annual 
expenses 
per  $100 

7.2% 

9.0% 

7.3% 

7.6% 

8.2% 

6.8% 

$0.76 

7.6% 

8.0% 

7.1% 

$281 

1% 

none 

$0.60 

7.9 

9.2 

6.5 

752 

16 

4.90% 

0.87 

* 

11.6 

7.4 

427 

2 

NA 

1.43 

* 

4.6 

8.1 

620 

-3 

4.90 

1.08 

7.5 

7.3 

6.1 

488 

51 

none 

0.26 

8.7 

9.1 

7.2 

1,117 

13 

none 

0.26 

8.6 

8.4 

6.7 

1,437 

28 

none 

0.26 

8.4 

9.3 

6.5 

1.766 

43 

none 

0.26 

* 

8.0 

6.0 

364 

60 

none 

0.26 

8.6 

9.2 

6.9 

754 

8 

none 

0.26 

6.0 

6.8 

5.7 

796 

10 

none 

0.26 

* 

9.0 

6.2 

343 

81 

none 

0.25 

7.2 

8.4 

6.2 

309 

44 

none 

0.29 

8.0 

8.3 

6.3 

673 

34 

none 

0.26 

7.9 

8.6 

6.7 

218 

19 

4.75 

0.82 

Interest  rates  up? 
Interest  rates  down? 

Introducing  Merrill  Lynch  Adjustable  Rate  Securities  Rind. 


Interest  rate  changes  may  be 
tough  to  predict.  That's  why 
this  Fund  seeks  high  current 
income,  consistent  with  limit- 
ing the  degree  of  principal 
risk  due  to  changing  rates. 
It  is  designed  to  provide 
monthly  dividends,  which 
fluctuate  with  rates. 

Since  the  Fund  invests 
primarily  in  adjustable-rate 
mortgage- backed  securities 


guaranteed  by  the  U.S. 
Government  or  its  agencies 
and  other  investment-grade 
adjustable- rate  securities,  you 
also  enjoy  limited  credit  risk.* 

Ask  your  Merrill  Lynch 
Financial  Consultant  for 
more  information. 

For  mote  complete  information.  irKluding  all 
charges  and  expenses,  request  a  prospectus 
Please  read  It  carefully  t)efbre  you  invest  or  send 
money  'Individual  securities  oumed  by  tfie  Fund, 
but  not  stKires  of  the  Fund,  may  be  guaranteed 
by  tfie  U.S.  Government  or  its  agendes. 


r 


CaU  1-800-637-7455,  ext  6910  j 


Rdunild  Mfmll  L>ii<  h  Ki-.iM)iis<i  ■    '■  • 

RQ  BcK  30200,  New  Brurewick.  NJ ! '- 

Pleasesend  me  a  free  brochure  arKi    ■  -onthe 

Mefrill  Lynch  Adjuslable  Rale  Secunlies  Kuixl.  Iik. 

Name 


Address  . 


City  _ 
Stale. 


ap. 


HomePhooe  . 


Business  Phone  i 1 

Merrill  Lynch  clients,  please  give  the  name  and 
Itxr.ition  of  your  Financial  Consultant 


©1991  Merrill  Lynch.  Pierce,  Fenner&  Smith  Inc.  Member  SIPC. 


6910 

Merrill  Lynch 

A  tradition  of  trust 


FUND  SURVEY 


Taxable  money  fonds 


This  list  of  money  market  funds  is 
short  because  we  think  that  the  busi- 
ness of  finding  a  good  one  is  simple. 
The  best  deal  is  usually  the  fiind  with 
the  lowest  expense  ratio.  To  make  this 
list  a  fiind  has  to  have  at  least  $500 
million  in  assets  and  an  expense  ratio 
of  0.7%  a  year  or  less — that's  70  cents 
on  every  $100  invested. 

Lowest  expenses?  Why  not  highest 
yield?  Because  there  is  so  little  differ- 
ence between  one  fiind  and  another  in 
portfolio  skills.  No  talent  or  experi- 
ence will  enable  one  buyer  of  $50 
million  in  30-day  Treasury  bills  to  get 
a  better  deal  than  another  buyer. 

Thus,  if  two  fiinds  have  different 
results,  it  could  be  that  one  fiand  is 
taking  more  chances  with  your  money 
than  the  other.  Money  fiind  managers 
take  chances  by  either  stretching  out 
maturities  or  buying  bank  CDs  and 
commercial  paper  rather  than  govern- 
ment-guaranteed paper.  If  that  smid- 
gen of  risk  doesn't  trouble  you,  then 
go  for  yield.  But  stay  away  from  high- 
expense  money  fiinds.  An  extra  over- 
head charge  is  money  down  the  drain. 
It  buys  you  no  enhancement  in  per- 
formance. A  cheap  fund  costs  0.3%, 
an  expensive  one  1%.  The  extra  0.7% 
on  the  expensive  fiind  comes  to  $70  a 
year  per  $  1 0,000  invested.  Why  put  it 
in  someone  else's  pocket? 

All  that  said,  let's  make  three  excep- 
tions to  the  general  rule  that  low 
expenses  matter  the  most  in  picking 
one  of  these  fiinds.  First,  convenience 
is  important.  If  you  have  a  cash  man- 
agement account  at  a  broker,  you 
probably  want  your  money  fimd 
there.  Second,  the  five  bulletcd  fiinds 
can  give  you  an  additional  fraction  of  a 
point  in  aftertax  return  by  paying 
dividends  that  are  exempt  from  state 
tax  in  most  states.  (States  that  refiise 
to  exempt  the  dividends:  Connecti- 
cut, Mississippi,  North  Dakota,  Penn- 
sylvania and  Tennessee.)  Third,  the 
"p"  after  an  expense  ratio  is  a  caution. 
It  indicates  that  the  sponsor  is  tempo- 
rarily reducing  its  expense  charge. 
When  the  come-on  sale  ends,  you 
may  have  to  move  your  money  out  to 
get  a  cheap  fund. 
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Fund/distributor 


■  Benham  Govt  Agency/Benham 

■  Capital  Preservation  Fund/Benham 
Columbia  Daily  Income  Co/Columbia 

■  Dreyfus  100%  US  Treas  MM'/Dreyfus 

Dreyfus  Liquid  Assets/Dreyfus 
Dreyfus  Worldwide  Dollar  MM/Dreyfus 
Fidelity  Daily  Income  Trust/Fidelity 
Kemper  Money  Market-Govt  Secs/Kemper 

Kemper  Money  Market-MM/Kemper 
Merrill  Lynch  Government  Fund/ML  Boston 
Merrill  Lynch  Institutional  Fund/ML  Boston 
Merrill  Lynch  Retirement  Res  Money/ML  Funds 

National  Liquid  Reserves-Cash/Smith  Barney 
National  Liquid  Reserves-Retire/Smith  Barney 
New  England  Cash  Mgmt-MM/TNE 
Pacific  Horizon-Prime/Concord  FinI 

Pacific  Horizon-Treasury/Concord  FinI 
PaineWebber  Cashfund/PaineWebber 
PaineWebber  RMA-MM/PaineWebber 
Parkstone  Prime  Obligations/Winsbury 

Portico-Money  Market  Fund/Sunstone 
Scudder  Cash  Investment  Trust/Scudder 
Spartan  Money  Market/Fidelity 

■  Spartan  US  Government  MM/Fidelity 

■  Spartan  US  Treasury  MM/Fideiity 
Standby  Reserve  Fund/Cowen 
USAA  Mutual-Money  Market/USAA 
UST  Master  Funds-Govt  Money/UST  Sees 

Vanguard  MM  Reserves-Federal/Vanguard 
Vanguard  MM  Reserves-Prime/Vanguard 
Vanguard  MM  Reserves-US  Treas/Vanguard 
Vantage  Money  Market-Cash/Smith  Barney 

■  Dividend  exempt  from  state  tax  in  states  that  pennit  tlow-through  of  US  government  intovl    p:  NM  of  I 
expenses  by  fund  sponsor.  'Formerly  Dreyfus  US  Guaranteed  Money  Market 

Distributor  table,  page  294.  Rules,  page  210. 


Assets 

Last  12  months 

Anm 

6/30/91 

return  from 

exper 

($mil) 

income  dividends 

per$. 

$1,165 

7.2% 

m 

3,375 

6.6 

0.5 

788 

6.8 

Ofl 

3,140 

7.2 

0.1S 

6,644 

6.8 

OiS- 

9.646 

7.4 

0.17' 

2,774 

6.8 

Oi3 

1,139 

6.9 

0.42 

7,753 

7.2 

0.45^ 

1.337 

6.8 

0.44 

2.281 

7.0 

0.42 

6,400 

7.0 

0.65' 

1,897 

6.7 

0.B' 

949 

6.7 

0.59 

1,154 

6.9 

0.68( 

2,845 

7.1 

ojp 

1.946 

6.7 

0.85- 

4.668 

6.9 

053 

4,209 

6.9 

m* 

702 

6.9 

m 

540 

7.0 

osir 

1,729 

6.9 

065 

6,670 

7.2 

o.2ir 

1,956 

7.2 

037| 

2.630 

7.1 

01S( 

612 

6.7 

0.61 

1.008 

7.0 

OSS 

704 

6.9 

050 

2.041 

7.0 

0.30 1 

14.060 

U 

0.30 

1.974 

6.8 

0.30 

1.168 

6,7 

0  55 

f 
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ax-free  money  fands 


basic  rule  of  picking  a  taxable 

fund  applies  to  tax-free  money 

s,  too.  The  rule,  explained  on  the 

opposite,  is  to  look  for  a  low 

nse  ratio. 

e  logic,  again,  is  that  an  institu- 
buyer  in  the  market  for  short- 
tax-exempt  paper  prett\'  much 
w  hat  it  pays  for,  so  differences  in 
Its  between  two  funds  with  the 
quality-  of  paper  in  their  portfo- 
boil  down  to  differences  in  over- 
costs.  To  qualify*  for  this  list  a 
ee  money  market  hand  had  to 
at  least  SI 00  million  in  assets, 
show  the   32   with  the   lowest 
nse  ratios. 

gain,  the  "p"  is  a  caution — a 
ning  that  the  sponsor  is  temporar- 
cutting  the  fees  it  charges  and 
Id  raise  them  at  any  time .  A  further 
[tion  on  the  four  Fidelity'  Spartan 
[ds  here,  all  of  which  are  temporar- 
absorbing  expenses,  is  that  they 
ge  fees  for  transactions.  Thus,  the 
an  funds  are  suitable  for  invest- 
nt  but  not  for  use  as  checking 
Qunts. 

\  further  question   for  investors 

o   want   just   one    money   hind: 

lich  gives  a  better  aftertax  retuai,  a 

able  fund  or  a  tax-free  one?  The 

f\ser  depends  on  your  tax  bracket. 

good  rule  of  thumb,  however,  is 

It  scarcely  matters.  Consider  a 

;h- bracket  New  York  Citv  resident. 

the  Dreyftis  100%  U.S.'  Treasur>- 

oney  Market  he  would  have  taken 

7.2%  over  the  past  year,  exempt 

)m  New  York  Cit>  and  New  York 

ate  taxes.  After  federal  taxes  at,  say, 

%,  the  net  return  would  be  4.9%. 

lematively,  he  might  have  used  the 

inguard  Muni  Bond-Money  Mar- 

i  After  local  taxes,  but  giving  effect 

the  federal  tax  benefit  for  a  deduc 

)n  for  local  taxes,  the  Vanguard 

nd's  return  would  have  been  4.8%. 

The  \ields  on  this  and  the  facing 

ige  represent  uncomp>ounded  total 

i\outs  over  the  past   12   months. 

Current  \iclds  are  a  bit  lower.  But 

icn,  you'd  be  making  a  mistake  to 

xus  too  much  on  \ields.  Compare 

xpcnsc  ratios. 


FundMistnlMlor 


Calvert  Tax-Free  Reserves-Calrf/Cahwrt 
Carnegie  Tax-Free  IrKome  TrusVCaraegie 
Dreyfus  New  Jersey  Muni  MM/Dreyfus 
Dreyfus  New  York  Tax-Exeinpt  MM/Dreyfus 

Evergreen  Tax  Exempt  MM/Ueber 
Federated  Tax-Free  Trust/Federated 
Fidelity  Conn  Municipal  MM/Fideiity 
Fideiity  Mich  Municipal  MM/Fidelity 

Fidelity  Ohio  Municipal  MM/Fidelity 
Fidelity  Tax-Exemfit  im/FNlei^ 
Freedom  Tax-Exempt  Money^Freedoni 
General  Calrf  Municipal  MM/Dreyfus 

General  Municipal  MM/Dreyfus 
General  NY  Municipal  MM/Dreyfus 
Kemper  Money  Markef-Tax-Ex/Kemper 
Nu«een  Tax-Exempt  MM^uveen 

Parfcstone  Tax-Free  Fund/Winsbury 
Schwab  Money  Funds-Tax-Ex/Schwab 
Spartan  Calrfomia  Muni  MM/Fidelity 
Spartan  New  Jersey  Muni  MM/Fidelity 

Spartan  New  York  Muni  MM/Fiddity 
Spartan  Pennsytvania  Muni  MM/Fiddity 
SteinRoe  Tax-ExenifK  Money/Stein  Roe 
Tax-Free  Instruments  Trust/Federated 

Tax-Free  Money  Fund/Smith  Barney 
USAA  Tax-Exempt-Calif  MMAJSAA 
USAA  Tax-Exempt-Money  MarketAJSAA 
UST  Master  Tax-Ex-Sbort-TermAJST  Sees 

Vanguard  California  T-F-MM/Vanguard 
Vanguard  Muni  Bond-MM/Vanguard 
Vanguard  NJ  Tai-Free-MllWai««d 
Vanpsnl  Pcnn 


Avspts 
6/30/91 

Last  12  months 

retiMn  fram 
ncone  dRndcnds 

Annual' 
expenses 

per  $100 

C57 

5J% 

%:i:; 

2S0 

41 

Q.55 

161 

50 

OlSfl 

468 

45 

055 

526 

5.5 

031» 

IJQB 

iO 

0.45 

414 

5J) 

023p 

179 

M 

fli2p 

231 

5i 

•239 

UM 

5J) 

144 

2» 

4J 

159 

546 

53 

0.071 

339 

5.0 

062 

52S 

5i) 

OJOp 

795 

5.1 

QJS 

2.169 

5i 

0J9 

140 

4i 

QiTp 

liOO 

4J 

tfi» 

769 

5.1 

U7p 

318 

5i 

•m 

454 

iO 

W5t 

304 

5J 

0J5p 

231 

47 

069 

1.145 

4.9 

IL55f 

liSO 

41 

0J2 

207 

5.0 

Oil» 

1^ 

ii 

0:« 

607 

il 

053 

7S3 

4J 

12S 

2.760 

U 

Ui 

527 

5lO 

124 

755 

50 

0J4 

p:  Net  of  atjsorpbon  of  expenses  by  fund  sponsor. 
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FUND  SURVEY 


Fund 
distributoirs 


Firms  that  market  mutual  funds  are  listed  below.  A  fund 
without  a  distributor  is  listed  under  the  name  of  the  fund  itself. 
Contact  the  distributor  to  get  the  prospectus,  the  most  recent 
shareholder  report  and  additional  information.  Your  stockbroker 
may  have  literature  on  funds  with  sales  loads.  Closed-end  funds 
trade  like  stocks  and  do  not  have  distributors. 


Fund 

Symbol 

Balanced 

BA 

Foreign  Stock 

FS 

Global  Bond 

GB 

Global  Stock 

GS 

Junk  Bond 

JU 

Money  Market 

MM 

Municipal  Bond 

MU 

Stock 

ST 

Taxable  Bond 

BD 

Fund 

Type 

AAL  Capital  Management 

222  West  College  Avenue 

Appleton,  Wl  54919-0007 

(800)  553-6319 

AAL  Capital  Growth  Fund 

ST 

AAL  Income  Fund 

BD 

AAL  Municipal  Bond  Fund 

MU 

ABT  Financial  Services 

205  Royal  Palm  Way 

Palm  Beach,  PL  33480 

(800)  289-2281 

ABT  Growth  &  Income  Trust 

ST 

ABT  Utility  Income  Fund 

ST 

Acorn  Fund 

2  North  LaSalle  Street 

Suite  500 

Chicago,  IL  60602-3790 

(800)  922-6769 

Acorn  Fund 

ST 

Fund 

Type 

Addison  Capital  Fund 

1601  Market  Street 
Philadelphia,  PA  19103 
(800)  526-6397 

Addison  Capital  Fund 

ST 

Advest  Group 

280  Trumbull  Street 
Hartford,  CT  06103 
(800)  842-3807  (local);  (800)  243-8115 

Advantage  Government  Securities 
Advantage  Growth  Fund 
Advantage  Income  Fund 

BD 
ST 
BA 

Aegon  Management 

4333  Edgewood  Road  NE 
Cedar  Rapids.  lA  52499 
(800)  288-2346 

■ 

Aegon  USA  Growth 

ST 

AFA  Distributors 

50  Broad  Street 
New  York,  NY  10004 
(800)  229-8108 

AFA-NatI  Aviation  &  Technology 
AFA-NatI  Telecommun  &  Technology 

ST 
ST 

AIM  Distributors 
11  Greenway  Plaza 
Suite  1919 
Houston,  TX  77046 
(800)  347-1919 

Aim  Equity-Charter  Fund 
Aim  Equity-Constellation  Fund 
Aim  Equity-Weinprten  Fund 
Aim  Limited  Maturity  Treasury  Shs 
Aim  Summit  Fund 

Fred  Alger  &  Co 

75  Maiden  Lane 
New  Yor1(.  NY  10038 
(800)  992-3863 

Alger  Fund-Small  Capitalization 

Alliance  Fund  Services 
500  Plan  Drnw 
Secaucus,  NJ  07094 
(800)  221-5672 

Alliance  BalarKed  Shares 
Alliance  Bond-High  Yield 
Alliance  Bond-US  Government 
Alliance  Counterpoint  Fund 
Alliance  Fund 
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1                                                  Type 

nee  Globa^Small  Cap  Fund 

ST 

nee  Growth  &  Income 

ST 

ince  International  Fund 

FS 

nee  Mortgage  Securities  Income 

BD 

nce-Muni  Income-California 

MU 

nee  Muni  Income-Ins  Natl 

MU 

?nce  Muni  Income-National 

MU 

ance  Muni  Income-New  York 

MU 

ance  New  Europe  Fund 

FS 

ance  Quasar  Fund 

ST 

jnce  Short-Term  Multi-Market 

GB 

ance  Technology  Fund 

ST 

A  Investment  Advisers 

Box  nil 

!  Bell,  PA  19422 

))  523-0864 

lA  Family  of  Funds-Classic  Growth 
|lA  Family  of  Funds-Glot>al  Growth 

erican  Capital  Marketing 

I  Post  Oak  Boulevard 
[jston,  TX  77056 
0)  421-5666 


rican  Capital 
rican  Capital 
ican  Capital 
rican  Capital 
rican  Capital 
rican  Capital 
merican  Capital 
-^Knerican  Capital 
merican  Capital 
rnerican  Capital 
merican  Capital 
|i.merican  Capital 


Comstock  Fund 
Corp  Bond  Fund 
Emerging  Growth 
Enterprise  Fund 
Equity  Income 
Government  Sees 
Growth  &  Income 
Hartx>r  Fund 
High  Yield  Inv 
Muni  Bond  Fund 
Pace  Fund 
Tax-Ex-High  YId 


kmerican  Funds  Group 

33  South  Hope  Street 
.(OS  Angeles,  CA  90071 
1714)  671-7000*  (local);  (800)  421-0180 

IVmcap  Fund 

^merican  Balanced  Fund 
American  High-Income  Trust 
'American  Mutual  Fund 
Bond  Fund  of  America 
Capital  Income  Builder 
Capital  World  Bond  Fund 
EuroPacific  Growth  Fund 
Fundamental  Investors 
('Growth  Fund  of  America 
'  Income  Fund  of  America 
Intermediate  Bond  Fund  of  America 
Investment  Co  of  America 
New  Economy  Fund 
New  Perspective  Fund 
Smallcap  World  Fund 
Tax-Exempt  Bond  Fund  of  America 
Tax-Exempt  Fund  of  California 
US  Government  Securities 
Washington  Mutual  Investors 

[Will  accept  collect  calls. 


ST 
GS 


ST 
BD 
ST 
ST 
BA 
BD 
ST 
BA 
JU 
MU 
ST 
MU 


ST 
BA 
JU 
ST 
BD 
ST 
GB 
FS 
ST 
ST 
BA 
BD 
ST 
ST 
GS 
GS 
MU 
MU 
BD 
ST 


Fund 

Type 

American  Growth  Fund  Sponsors 

410  17th  Street 

Suite  800 

Denver,  CO  80202 

(303)  623-6137*  (local);  (800)  525-2406 

American  Growth  Fund 

ST 

American  Investors 

PO  Box  2500 
Greenwich,  CT  06836 

m 

(800)  243-5353 

American  Investors  Growth  Fund 

ST 

American  Pension  Distributors 

PO  Box  2529 

Lynchburg,  VA  24501 

(800)  544-6060 

API  Trust-Growth 

ST 

AMEV  Investors 

500  Bielenberg  Drive 

Woodbury,  MN  55125 

(612)  738-4000*  (local);  (800)  800-2638 

AMEV  Advantage-Asset  Allocation 

BA 

AMEV  Capital  Fund 

ST 

AMEV  Fiduciary  Fund 

ST 

AMEV  Growth  Fund 

ST 

AMEV  US  Govt  Securities  Fund 

BD 

Amway  Management  Co 

7575  East  Fulton  Road 

Ada,  Ml  49355 

(800)  346-2670 

Amway  Mutual  Fund 

ST 

Analytic  Optioned  Equity  Fund 

2222  Martin  Street 

Suite  230 

Irvine,  CA  92715 

(714)  833-0294* 

Analytic  Optioned  Equity  Fund 

ST 

Angeles  Securities 

10301  West  Pico  Boulevard 

Los  Angeles,  CA  90064 

(213)  277-4900*  (local);  (800)  421-4374 

FPA  Capital  Fund 

ST 

FPA  Paramount  Fund 

ST 

FPA  Perennial  Fund 

ST 

Aquila  Distributors 

380  Madison  Avenue 

Suite  2300 

New  York,  NY  10017 

(800)  228-4227 

Hawaiian  Tax-Free  Trust 

MU 

Tax-Free  Fund  of  Colorado 

MU 

Tax-Free  Trust  of  Arizona 

MU 

Tax-Free  Trust  of  Oregon 

MU 

Fund 

Type 

Associated  Planners  Security 

1925  Century  Park  East 

Suite  1900 

Los  Angeles,  CA  90067 

(213)  553-6740  (local);  (800)  950-2748 

Associated  Planners  Stock  Fund 

ST 

Bailard,  Biehl  &  Kaiser 

2755  Campus  Dnve 

Suite  300 

San  Mateo,  CA  94403 

(800)  882-8383 

Bailard  Biehl  &  Kaiser  Diversa  Fund 

GS 

Robert  W  Baird  &  Co 

777  East  Wisconsin  Avenue 

Milwaukee,  Wl  53202 

(800)  792-2473 

Baird  Blue  Chip  Fund 

ST 

Baron  Asset  Fund 

450  Park  Avenue 
Suite  2802 
New  York,  NY  10022 
(800)  992-2766 

Baron  Asset  Fund  ST 

Bartlett  Capital  Trust 

36  East  Fourth  Street 
Cincinnati,  OH  45202 
(513)  621-4612  (local);  (800)  800-4612 

Bartlett  Capital  Trust-Basic  Value  ST 

Bartlett  Capital  Trust-Fixed  Income  BD 

Baxter  Financial 

1200  North  Federal  Highway 
Suite  424 

Boca  Raton,  Fl  33432 
(800)  749-9933 

Philadelphia  Fund  ST 

Benham  Capital  Management 

1665  Charleston  Road 
Mountain  View,  CA  94043 
(800)  472-3389 

Benham  Calif  Tax-Free-Intermediate  MU 

Benham  Calif  Tax-Free-Long-Term  MU 

Benham  GNMA  Income  BD 

Benham  Gold  Equities  Index  GS 

Benham  Government  Agency  Fund  MM 

Benham  Target  Maturities-2005  BD 

Benham  Target  Maturities-2015  BD 

Benham  Treasury  Note  Fund  BO 

Capital  Preservation  Fund  MM 

Berger  Associates 

899  Logan  Street 
Suite  211 
Denver,  CO  80203 
(800)  333-1001 

Berger  One  Hundred  Fund  ST 
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FUND  SURVEY 


Fund 

Type 

Sanford  C  Bernstein  &  Co 

767  Fifth  Avenue 

New  York,  NY  10153 

(212)  756-4097* 

Bernstein  Diversified  Muni 

MU 

Bernstein  Govt  Short  Duration 

BD 

Bernstein  Intermediate  Duration 

BD 

Bernstein  New  York  Muni 

MU 

Bernstein  Short  Duration  Plus 

BD 

William  Blair 

PO  Box  8500 

Boston,  MA  02266-8500 

mt 

(800)  635-2886 

Wm  Blair-Growth          4HHHHI^1' 

Boston  Co  Funds  Distributor 

One  Boston  Place 

Boston,  MA  02108 

(800)  225-5267 

Boston  Co  Capital  Appreciation  Fund 

ST 

Boston  Co  Inv-lnternational 

FS 

Boston  Co  Special  Growth  Fund 

ST 

Brandywine  Fund 

PO  Box  4166 

^Oi 

Greenville,  DE 19807 

(302)  656-6200  (local) ;  (800)  338-1579 

Brandywine  Fund 

ST 

Clayton  Brown  &  Associates 

500  West  Madison 

Suite  3000 

Chicago,  IL  60661-2511 

(800)  621-4770 

First  Trust  Fund-US  Government 

BD 

Alex  Brown  &  Sons 

135  East  Baltimore  Street 

Baltimore,  MD  21202 

(800)  767-3524 

Flag  Investors  Emerging  Growth 

ST 

Flag  Investors  International  Trust 

FS 

Flag  Investors  Quality  Growth  Fund 

ST 

Flag  Investors  Telephone  Income 

ST 

Flag  Investors  Total  Return  US  Treas 

BD 

Bull  &  Bear  Group 

11  Hanover  Square 

New  York,  NY  10005 

(800)  847-4200 

Bull  &  Bear  Capital  Growth  Fund 

ST 

Bull  &  Bear  Gold  Investors  Fund 

BA 

Burnham  Securities 

1345  Avenue  of  the  Americas 

32nd  Floor 

New  York,  NY  10105 

(800)  874-3863 

Burnham  Fund 

ST 

Fenimore  International  Fund-Equity 

FS 

Fund 

Type 

California  Investment  Trust 

44  Montgomery  Street 

Suite  2200 

San  Francisco,  CA  94104 

(800)  225-8778 

California  Tax-Free  Income  Fund 

MU 

Calvert  Group 

1700  Pennsylvania  Avenue  NW 

Washington,  DC  20006 

(800)  368-2748 

Calvert-Ariel  Appreciation  Fund 

ST 

Calvert-Ariel  Growth  Fund 

ST 

Calvert  Social  Inv-Equity 

ST 

Calvert  Social  Inv-Managed  Growth 

BA 

Calvert  Tax-Free  Reserves-California 

MM 

Calvert  Tax-Free  Reserves-Limited 

MU 

Capstone  Asset  Planning  Co 

PO  Box  3167 

Houston,  TX  77253-3167 

(713)  750-8000  (local) ;  (800)  262-6631 

US  Trend  Fund 

ST 

Cardinal  Group  of  Funds 

155  East  Broad  Street 

Mezzanine  Level 

Columbus,  OH  43215 

(614)  464-6852  (local) ;  (800)  848-7734 

Cardinal  Fund 

ST 

Cardinal  Government  Obligations 

BD 

Carnegie  Fund  Distributors 

1228  Euclid  Avenue 

Cleveland,  OH  44115 

(800)  321-2322 

Carnegie-Cappiello-Growth 

ST 

Carnegie-Cappiello-Total  Return 

ST 

Carnegie  Tax-Free  Income  Trust 

MM 

Century  Shares  Trust 

One  Liberty  Square 

Boston,  MA  02109 

(617)  482-3060Mlocal);  (800)  321-1928 

Century  Shares  Trust 

ST 

Cigna  Securities 

S-323 

Hartford,  CT  06152 

(800)  572-4462 

Cigna  Growth  Fund 

ST 

Cigna  High  Yield  Fund 

JU 

Cigna  Income  Fund 

BD 

Cigna  Municipal  Bend  Fund 

MU 

Cigna  Utilities  Fund 

ST 

Cigna  Value  Fund 

ST 

Fund 

Colonial  Investment  Services 

One  Fmancial  Center 
Boston.  MA  02111 
(SCO)  225-2365 

Colonial  Advanced  Strategies  Gold 
Colonial  California  Tax-Exempt 
Colonial  Fund 

Colonial  Government  Securities  Plus 
Colonial  Growth  Shares  Trust 
Colonial  High  Yield  Securities  Trust 
Colonial  Income  Trust 
Colonial  Massachusetts  Tax-Exempt 
Colonial  Small  Stock  Index  Trust 
Colonial  Strategic  Inc-Oiversified 
Colonial  Tax-Exempt  Fund 
Colonial  Tax-Exempt  Insured  Fund 
Colonial  US  Equity  Index  Trust 
Colonial  US  Government  Trust 
Colonial  VIP  Equity-Diversified  Ret 

Columbia  Funds  Management  Co 

PO  Box  13^0 

Portland,  OR  97207-1350 

(800)  547-1707 

Columbia  Daily  Income  Co 
Columbia  Fixed  Income  Securities 
Columbia  Growth  Fund 
Columbia  Municipal  Bond  Fund 
Columbia  Special  Fund 

Common  Sense  Distributors 

3120  Breckmridge  Boulevard 
Building  400 
Duluth,  GA  30199-0001 
(800)  544-5445 

Common  Sense-Government 
Common  Sense-Growth 
Common  Sense-Growth  &  Income 

Concord  Financial  Group 
156  West  56th  Street 
Suite  1902 
New  York,  NY  10019 
(800)  367-6078 

Pacific  HorizofvAggressive  Growth 
Pacific  Horizon-Calif  Tax-Ex  Bond 
Pacific  Horizon-Prime 
Pacific  Horizon-Treasury 

Copley  Financial  Services  Corp 

PO  Box  3287 

Fall  River,  MA  02722 

(508)  674-8459* 


Copley  Fund 


*Will  accept  collect  calls. 
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At  Brother,  the  search  for 
excellence  begins  with  a  search  for 
what  you  need  to  achieve  your  personal 
best.  It's  an  attitude  reflected  in  our  products— 
and  our  sponsorship  of  the  worldwide  Olynnpic 
Games.  And  it's  been  a  driving  force  behind  our 
support  for  gymnastics  through  Brother  Cup  inter- 
national competitions  for  the  past  10  years. 

All  of  us  at  Brother  look  forward  to  the  1992 


Olympics,  where  once  again 
we  II  join  the  world's  top  athletes 
as  they  strive  for  excellence.  At  the 
Winter  Games  in  Albertville,  France,  and  the 
Summer  Games  in  Barcelona,  Spam,  we'll  be 
there  to  support  the  ,  ^^,^^^,^^,^^^  ■ 
contestants— and  help     1 1  ^Sfi^few^MiiP- 

them  achieve  the  goal    "ii: 1-, 

we  all  share. 


QOO 


■±L 


.1 


Worldwide  Sponsor  of  the  1992  Olympic  Games 

36  use  380 

We're  at  your  side. 


BROTHER  INDUSTRIES,  LTD. 


FUND  SURVEY 


Fund 

Counsellors  Securities 

466  Lexington  Avenue 

New  York,  NY  1001  ;-3147 

(212)  878-0600  (local) ;  (800)  888-6878 

Counsellors  Capital  Appreciation 
Counsellors  Emerging  Growth  Fund 
Counsellors  International  Equity 

Country  Capital  Management  Co 

PO  Box  2222 
Bloomington,  IL  61701 
(309)  557-3790 

Country  Capital  Growth  Fund 

Cowen  &  Co 

Financial  Square 

New  York,  NY  10005 

(212)  495-6000  (local) ;  (800)  221-5616 

Cowen  Income  ■(-  Growth  Fund 

Dean  Witter  Reynolds 

Two  World  Trade  Center 
InterCapital  Division,  71st  Floor 
New  York,  NY  10048 
(800)  869-3863 


Dean  Witter 
Dean  Witter 
Dean  Witter 
Dean  Witter 
Dean  Witter 
Dean  Witter 
Dean  Witter 
Dean  Witter 
Dean  Witter 
Dean  Witter 
Dean  Witter 
Dean  Witter 
Dean  Witter 
Dean  Witter 
Dean  Witter 
Dean  Witter 
Dean  Witter 
Dean  Witter 
Dean  Witter 
Dean  Witter 
Dean  Witter 


American  Value  Fund 
Calif  Tax-Free  Income 
Capital  Growth  Sees 
Convertible  Sees 
Developing  Growth  Sees 
Dividend  Growth  Sees 
European  Growth  Fund 
Government  Sees  Plus 
High  Yield  Sees 
Intermediate  Income 
Managed  Assets 
Natural  Resource  Devel 
NY  Tax-Free  Income 
Option  Income  Trust 
Strategist 

Tax-Exempt  Securities 
US  Govt  Securities 
Utilities  Fund 
Value-Added  Mkt-Equity 
World  Wide  Income 
World  Wide  Investment 


Delaware  Distributors 

10  Penn  Center  Plaza 
Philadelphia,  PA  19103 
(800)  523-4640 

Delaware  Group  Decatur  Fund-I 
Delaware  Group  Decatur  Fund-ll 
Delaware  Group  Delaware  Fund 
Delaware  Group  DelCap  Fund-I 
Delaware  Group  Delchester  H-Y-l 
Delaware  Group  Delchester  H-Y-ll 
Delaware  Group  Govt-Govt  Inc  II 
Delaware  Group  Tax-Free-USA 
Delaware  Group  Trend  Fund 
DMC  Tax-Free  Income  Trust-PA 

•Will  accept  collect  calls. 


ST 
ST 
FS 


ST 


ST 


ST 
ST 
BA 
ST 
JU 
JU 
BD 

MU 
ST 

MU 


Type  Fund 

Diversified  Securities 

PO  Box  357 

Long  Beach,  CA  90801 

(800)  732-1733 

Investors  Research  Fund 

Dodge  &  Cox 

One  Sansome  Street 

35th  Floor 

San  Francisco,  CA  94104 

(415)434-0311 

Dodge  &  Cox  Balanced  Fund 
Dodge  &  Cox  Stock  Fund 

Dreyfus  Service  Corp 

144  Glenn  Curtiss  Boulevard 
Uniondale,  NY  11556-0144 
(800)  645-5561 

Dreyfus  100%  US  Treasury  MM 
Dreyfus  A  Bonds  Plus 
Dreyfus  California  Tax-Exempt  Bond 
Dreyfus  Capital  Value  Fund 
Dreyfus  Convertible  Securities  Fund 
Dreyfus  Fund 
Dreyfus  GNMA  Fund 
Dreyfus  Growth  Opportunity  Fund 
Dreyfus  Insured  Municipal  Bond 
Dreyfus  Intermediate  Muni  Bond 
Dreyfus  Leverage  Fund 
Dreyfus  Liquid  Assets 
Dreyfus  Massachusetts  Tax-Ex  Bond 
Dreyfus  New  Jersey  Municipal  Bond 
Dreyfus  New  Jersey  Municipal  MM 
Dreyfus  New  Leaders  Fund 
Dreyfus  NY  Insured  Tax-Exempt  Bond 
Dreyfus  NY  Tax-Exempt  Bond  Fund 
Dreyfus  NY  Tax-Exempt  Intermed  Bond 
Dreyfus  Peoples  Index  Fund 
Dreyfus  Strategic  Aggressive  Inv 
Dreyfus  Strategic  Investing 
Dreyfus  Strategic  World  Investing 
Dreyfus  Tax-Exempt  Bond  Fund 
Dreyfus  Third  Century  Fund 
Dreyfus  Worldwide  Dollar  MM 
General  Aggressive  Growth 
General  California  Municipal  Bond 
General  California  Municipal  MM 
General  Municipal  Bond 
General  Municipal  Money  Market 
General  NY  Municipal  Bond 
General  NY  Municipal  MM 
Premier  California  Municipal  Bond 
Premier  Municipal  Bond 
Premier  State  Municipal-Conn 
Premier  State  Municipal-Florida 
Premier  State  Municipal-Maryland 
Premier  State  Municipal-Michigan 
Premier  State  Municipal-Ohio 
Premier  State  Municipal-Penn 


Type 


Fund 


ST 

MU 
ST 
BA 
ST 
ST 
FS 

BD 
JU 

BD 

BA 

ST 

MU 

ST 

BA 
MU 

BD 

ST 

ST 
GB 
GS 


ST 


BA 
ST 


MM 
BD 
MU 
ST 
BA 
ST 
BD 
ST 
MU 
MU 
ST 
MM 
MU 
MU 
MM 
ST 
MU 
MU 
MU 
ST 
ST 
ST 
GS 
MU 
ST 
MM 
ST 
MU 
MM 
MU 
MM 
MU 
MM 
MU 
MU 
MU 
MU 
MU 
MU 
MU 
MU 


Dupree  Investment  Advisors 

PO  Box  1149 
Lexington,  KY  40589 
I  (800)  866-0614 

Dupree-Kentucky  Tax-Free  Income 

Eaton  Vance  Distributors 

24  Federal  Street 
Boston,  MA  02110 
(800)  225-6265 


Eaton  Vance 
Eaton  Vance 
Eaton  Vance 
Eaton  Vance 
Eaton  Vance 
Eaton  Vance 
Eaton  Vance 
Eaton  Vance 
Eaton  Vance 
Eaton  Vance 
Eaton  Vance 
Eaton  Vjnce 


California  Municipals 
Equity-Income  Trust 
Government  Obligations 
Growth  Fund 
High  Income  Trust 
Income  Fund  of  Boston 
Investors  Fund 
National  Municipals 
Prime  Rate  Reserves 
Special  Equities  Fund 
Stock  Fund 
Total  Return  Trust 


Eclipse  Financial  Services 

PO  Box  2196 

Peachtree  City,  (SA  30269 

(404)  631-0414*  (local) .-  (800)  872-2710 

Eclipse  Financial  Asset-Equity 

Enterprise  Fund  Distributors 

1200  Ashwood  Parkway 
Suite  290 
Atlanta,  (5A  30338 
(800)  432-4320 

Enterprise  Group-Growth 
Enterprise  Group-Growth  &  Income 

EQSF  Advisers 

767  Third  Avenue 

5th  Floor 

New  York,  NY  10017 

(212)  888-6685  (local) ,  (800)  834-3400 

Equity  Strategies  Fund 

Equitable  Funds 

1755  Broadway 
Location  30 
New  York,  NY  10019 
(800)  852-6860 

Equitable  Funds-Growth 

Equity  Services 

National  Lite  Dnve 

Montpelier.  VT  05604 

(802)  229-3900*  (kical) :  (800)  233-4332 

Sentinel  Balanced  Fund 
Sentinel  Common  Stock  Fund 
Sentinel  Growth  Fund 


« 
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Applied  Metelligence  from 
^ansteel/Escast 


' 


ust-in-Time  in  Half  the  Time     Investment  Casting  requires  about  88  hours  of 

elapsed  time.  This  schedule  just  does  not 
measure  up  to  today's  "Just-in-time"  production 
demands.  Enter  Applied  Metelligence  from 
Fansteel/Escast. 

First,  work  flow  is  redesigned  to  reduce 
materials  handling. 

Second,  steps  are  implemented  to  reclaim  wax 
used  in  the  investment  casting  process. 
Third,  dies  are  rapidly  exchanged  to  reduce 
operator  and  machine  idle  time. 
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Fourth,  a  new  chemical  binder  is  used  to  reduce 
the  casting  drying  time  from  24  to  4  hours. 
The  results?  Work-in-process  time  is  halved, 
accounts  receivables  are  reduced  by  four  days 
and  daily  shipments  are  leveled. 
AppUed  Metelligence  at  Fansteel/Escast 
means  "Just-in-time"  manufacturing  in  half 
the  time.  It's  just  one  more  reason  it  will  pay 
you  to  know  more  about  us. 


Escast  produces  investment  castings  and 
machinery  for  the  investment  casting 
industry.  The  company  currently  serves 
diverse  markets  including  automotive, 
industrial  hardware,  military  goods  and 
general  OEM  parts. 


[^ansted 

1  Tantalum  Place 

North  Chicago,  IL  60064 

708-689-4900 
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FUND  SURVEY 


Fund 

Type 

Fairfield  Group 

200  Gibraltar  Road 

Horsham,  PA  19044 

.  (215)  443-7850  (local) ,-  (800)  441-3885 

St  Clair  Equity-Capital  Growth  Fund 

ST 

FBL  Investment  Advisory  Services 

5400  University  Avenue 

West  Des  Moines,  lA  50265 

(800)  247-4170 

FBL-Growth  Common  Stock 

ST 

Federated  Securities  Corp 

Federated  Investors  Tower 

17th  Floor 

Pittsburgh,  PA  15222-3779 

(800)  245-5000 

American  Leaders  Fund 

ST 

Federated  GNMA  Trust 

BD 

Federated  Growth  Trust 

ST 

Federated  High  Yield  Trust 

JU 

Federated  Income  Trust 

BD 

Federated  Intermediate  Government 

BD 

Federated  Intermediate  Municipal 

MU 

Federated  Short-Intermediate  Govt 

BD 

Federated  Stock  &  Bond  Fund 

BA 

Federated  Stock  Trust 

ST 

Federated  Tax-Free  Income  Fund 

MU 

Federated  Tax-Free  Trust 

MM 

Fortress  Municipal  Income  Fund 

MU 

Fortress  Utility  Fund 

ST 

Fund  for  US  Govt  Securities 

BD 

Government  Income  Securities 

BD 

International  Equity  Fund 

FS 

Liberty  High  Income  Bond  Fund 

JU 

Liberty  Utility  Fund 

ST 

Salem  Funds-Fixed  Income 

BD 

Salem  Funds-Growth 

ST 

Tower-Capital  Appreciation 

ST 

Fidelity  Distributors  Corp 

Devonshire  Street 

Boston,  MA  02109 

(800)  544-8888 

im 

-mBKiii 

Fidelity  Asset  Manager 

BA 

Fidelity  Balanced  Fund 

BA 

Fidelity  Blue  Chip  Growth  Fund 

ST 

Fidelity  Calif  Tax-Free  Insured 

MU 

Fidelity  Calif  Tax-Free  High  Yield 

MU 

Fidelity  Capital  &  Income  Fund 

JU 

Fidelity  Capital  Appreciation 

ST 

Fidelity  Connecticut  Muni  MM 

MM 

Fidelity  Contrafund 

ST 

Fidelity  Convertible  Securities  Fund 

BA 

Fidelity  Daily  Income  Trust 

MM 

Fund  Type 

Fidelity  Destiny  Portfolio  II  ST 

Fidelity  Disciplined  Equity  ST 

Fidelity  Equity-Income  Fund  ST 

Fidelity  Europe  Fund  FS 

Fidelity  Flexible  Bond  Port  BD 

Fidelity  Fund  ST 

Fidelity  Ginnie  Mae  BD 

Fidelity  Global  Bond  Fund  GB 

Fidelity  Government  Securities  Fund  BD 

Fidelity  Growth  &  Income  ST 

Fidelity  Growth  Company  ST 

Fidelity  Intermediate  Bond  Fund  BD 

Fidelity  IntI  Growth  &  Income  FS 

Fidelity  Low-Priced  Stock  Fund  ST 

Fidelity  Magellan  Fund  ST 

Fidelity  Mass  Tax-Free  High  Yield  MU 

Fidelity  Michigan  Municipal  MM  MM 

Fidelity  Michigan  Tax-Free  High  Yield  MU 

Fidelity  Minnesota  Tax-Free  MU 

Fidelity  Mortgage  Securities  BD 

Fidelity  NY  Tax-Free  High  Yield  MU 

Fidelity  NY  Tax-Free  Insured  MU 

Fidelity  Ohio  Municipal  MM  MM 

Fidelity  Ohio  Tax-Free  High  Yield  MU 

Fidelity  OTC  Portfolio  ST 

Fidelity  Overseas  Fund  FS 

Fidelity  Pacific  Basin  Fund  FS 

Fidelity  Puritan  Fund  BA 

Fidelity  Real  Estate  Investment  ST 

Fidelity  Retirement  Growth  ST 

Fidelity  Select-American  Gold  GS 

Fidelity  Select-Biotechnology  ST 

Fidelity  Select-Chemicals  ST 

Fidelity  Select-Energy  ST 

Fidelity  Select-Energy  Sewice  ST 

Fidelity  Select-Environment  Service  ST 

Fidelity  Select-Financial  Services  ST 

Fidelity  Select-Food  &  Agriculture  ST 

Fidelity  Select-Health  Care  ST 

Fidelity  Select-Leisure  ST 

Fidelity  Select-Medical  Delivery  ST 

Fidelity  Select-Paper  &  Forest  Prods  ST 

Fidelity  Select-Prec  Metals  &  Mins  FS 

Fidelity  Select-Regional  Banks  ST 

Fidelity  Select-Retailing  ST 

Fidelity  Select-Technology  ST 

Fidelity  Select-Telecommunications  ST 

Fidelity  Select-Utilities  ST 

Fidelity  Short-Term  Bond  Port  BD 

Fidelity  Special  Situations-Plymouth  ST 

Fidelity  Tax-Exempt  Money  Market  MM 

Fidelity  Tax-Free-Aggressive  MU 

Fidelity  Tax-Free-High  Yield  MU 

Fidelity  Tax-Free-Insured  MU 

Fidelity  Tax-Free-Ltd  Term  Munis  MU 

Fidelity  Tax-Free-Municipal  Bond  MU 

Fidelity  Trend  Fund  ST 

Fidelity  Utilities  Income  F^suimajm  ST 


Fund 

Fidelity  Worldwide  Fund 
Plymouth  Growth  Opportunities 
Plymouth  Income  &  Growth 
Spartan  California  Muni  High  Yield 
Spartan  California  Muni  MM 
Spartan  Connecticut  Muni  High  Yield 
Spartan  Government  income  Fund 
Spartan  Limited  Maturity  Govt 
Spartan  Market  Index  Fund 
Spartan  Money  Market  Fund 
Spartan  Municipal  Income 
Spartan  New  Jersey  Muni  High  Yield 
Spartan  New  Jersey  Muni  MM 
Spartan  New  York  Muni  High  Yield 
Spartan  New  York  Muni  MM 
Spartan  Pennsylvania  Muni  High  Yield 
Spartan  Pennsylvania  Muni  MM 
Spartan  US  Government  MM 
Spartan  US  Treasury  MM  Fund 

Fiduciary  Management 

225  East  Mason  Street 

Milwaukee,  W|  53202 

(414)  226-4556*  (local) ;  (800)  338-1579 

Fiduciary  Capital  Growth  Fund 

First  Eagle  Fund  of  America 

45  Broadway 

New  York,  NY  10006 

(800)  451-3623 

First  Eagle  Fund  of  America 

First  Investors  Management  Co 

95  Wall  Street 

New  York,  NY  10005 

(908)  855-2500  (local) ;  (800)  423-4026 


First  Investors 
First  Investors 
First  Investors 
First  Investors 
First  Investors 
First  Investors 
First  Investors 
First  Investors 


Blue  Chip 
Fund  for  Income 
Global  Fund 
Government  Fund 
High  Yield  Fund 
Insured  Tax-Exempt 
NY  Insured  T-F 
Total  Return  Fund 


Flagship  Financial 

One  First  National  Plaza 
Suite  910 
Dayton,  OH  45402 
(800)  227-4648 

Flagship  Tax-Ex-Conn  Double 
Flagship  Tax-Ex-Flofida  Double 
Flagship  Tax- Ex-Kentucky  Triple 
Flagship  Tax-Ex-Michigan  Triple 
Flagship  Tax-Ex-NC  Triple 
Flagship  Tax-Ex-Ohio  Double 


i 

h 
k 

I* 
I  ^ 

I: 

I 
I 

\ 


*Will  accept  collect  calls. 
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Funds 

«7177 
,  OH  43017 
325-3539 


iklin  Distributors 

Mariner's  Island  Boulevard 

Floor 

Mateo,  CA  94404-1585 

)  342-5236 

nklin  Adj  US  Govt  Securities 
nklin  AGE  High  Income  Fund 
nklin  Arizona  Tax-Free  Income 
nklin  Calif  Insured  Tax-Free  Inc 
nklin  Calif  Tax-Free  Income 
nklin  DynaTech  Fund 
nklin  Equity  Fund 
nklin  Federal  Tax-Free  Income 
nklin  Florida  Tax-Free  Income 
^nklin  Glot)al  Opportunity  Income 
inklin  Gold  Fund 
^nklin  Growth  Fund 
anklin  High  Yield  Tax-Free  Income 
anidin  Income  Fund 
lanklin  Insured  Tax-Free  Income 
anklin  Mass  Insured  Tax-Free  Inc 
anklin  Mich  Insured  Tax-Free  Inc 
anklin  Minn  Insured  Tax-Free  Inc 
anklin  New  Jersey  Tax-Free  Inc 
anklin  New  York  Tax-Free  Inc 
anklin  Ohio  Insured  Tax-Free  Income 
anklin  Oregon  Tax-Free  Income 
lanklin  Penn  Tax-Free  Income 
ranklin  Premier  Return  Fund 
•anklin  PR  Tax-Free  Income  Fund 
ranklin  Rising  Dividends 
ranklin  Tax-Exempt  Money  Fund 
ranklin  US  Government  Securities 
ranklin  Utilities  Fund 
ranklin  Virginia  Tax-Free  Income 


■  accept  collect  calls. 


Type 


•funds-Growth  Fund 

ST 

■funds-Muirfield  Fund 

ST 

iders  Asset  Management 

East  Third  Avenue 

k  CO  80206 

1  525-2440 

nders  Blue  Chip 

ST 

nders  Frontier  Fund 

ST 

nders  Growth  Fund 

ST 

nders  Special  Fund 

ST 

BD 

JU 

MU 

MU 

MU 

ST 

ST 

MU 

MU 

GB 

FS 

ST 

MU 

BA 

MU 

MU 

MU 

MU 

MU 

MU 

MU 

MU 

MU 

ST 

MU 

ST 

MM 

BD 

ST 

MU 
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THERE'S  AN  EASIER  WAY 

TO  MANAGE 
BUSINESS  INFORMATION. 

With  software  solutions  from  IMRS.  From 
data  collection  and  consolidation  to  reporting,  to 
executive  information  systems,  major  corporations 
use  our  products  to  save  time  and  money  while 
gaining  an  unprecedented  degree  of  control.  One 
Fortune  500  customer  quoted  yearly  savings  in 
excess  of  $300,0001 

IMRS  offers  a  complete  range  of  microcom- 
puter-based business  information  solutions  to  meet 
the  diverse  needs  of  our  corporate  clients.  We  believe 
it's  unrealistic  to  think  one  product  can  solve  every 
problem.  The  reality  is -it  takes  one  company. . . 


IMRS 


For  irtore  information  or  n  free  poster  of  this  illustration,  contact  IMRS, 
Dept.  41,  777  LotiR  RidRt-  Road,  Stamford,  CT  06902   203-323-6?(X). 
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FUND  SURUEY 


Fund 

Type 

Freedom  Capital  Management  Corp 

One  Beacon  Street 

4th  Floor 

Boston,  MA  02108 

(800)  225-62S8 

Freedom  Inv-Gold  &  Government 

ST 

Freedom  Inv-Government  Income 

BD 

Freedom  Inv-Managed  Tax-Exempt 

MU 

Freedom  Inv-Regionai  Bank 

ST 

Freedom  Inv  ll-Global  Fund 

GS 

Freedom  Inv  ll-Global  Income 

GB 

Freedom  Inv  Ill-Environmental 

ST 

Freedom  Tax-Exempt  Money 

MM 

Fund/Plan  Services 

PO  Box  874 

Conshohocken,  PA  19428 

(800)225-8011 

Neuwirth  Fund 

ST 

Pine  Street  Fund 

ST 

Winthrop  Focus  Funds-Growth 

ST 

Fundamental  Services 

111  Broadway 

Suite  1107 

New  York,  NY  10006 

(800)  225-6864 

New  York  Muni  Fund 

MU 

Furman  Selz 

230  Park  Avenue 

New  York,  NY  10169 

(800)  845-8406 

Westwood  Fund 

ST 

Gabelli  &  Co 

PO  Box  1634 

Grand  Central  Station 

New  York,  NY  10163 

(800)  422-3554 

Gabelli  Asset  Fund 

ST 

Gabelli  Convertible  Securities  Fund 

BA 

Gabelli  Growth  Fund 

ST 

Gabelli  Value  Fund 

ST 

GAM  Funds 

135  East  57th  Street 

29th  Floor 

New  York,  NY  10022 

(617)  482-9300* 

GAM  Global  Fund 

GS 

GAM  International  Fund 

FS 

GAM  Pacific  Basin  Fund 

FS 

Gateway  Investment  Advisers 

400  Technecenter  Drive 

Suite  220 

Milford,  OH  45150 

(800)  354-6339 

Gateway  Index  Plus  Fund 

ST 

Fund 

Type 

Gintel  &  Co 

6  Greenwich  Office  Park 

Greenwich,  CT  06831 

(203)  622-6400*  (local) ;  (800)  243-5808 

Gintel  Capital  Appreciation  Fund 

ST 

Gintel  Erisa  Fund 

ST 

GIT  Investment  Services 

1655  North  Fort  Myer  Drive 

Arlington,  VA  22209 

(800)  336-3063 

GIT  Equity  Trust-Special  Growth 

ST 

GNA  Investors  Trust 

Two  Union  Square 

Suite  5600 

Seattle,  WA  98101-2336 

(800)  426-5520 

GNA  Investors-US  Govt  Sees 

BD 

Gradison  &  Co 

580  Walnut  Street 

Cincinnati,  OH  45202 

(800)  869-5999 

Gradison  Established  Growth  Fund 

ST 

Gradison  Government  Income  Fund 

BD 

Gradison  Opportunity  Growth  Fund 

ST 

Great  Western  Financial  Advisors 

888  South  Figueroa  Street 

Suite  1100 

Los  Angeles,  CA  90017 

(800)  221-9876 

GW  Sierra-California  Municipal  Inc 

MU 

GW  Sierra-Growth  &  Income  Fund 

ST 

GW  Sierra-US  Government  Securities 

BD 

GT  Global  Financial  Services 

50  California  Street 

27th  Floor 

San  Francisco,  CA  94111-4624 

(415)  392-6181*  (local) ;  (800)  548-9995 

GT  Global  Growth-America 

ST 

GT  Global  Growth-Europe 

FS 

GT  Global  Growth-International 

FS 

GT  Global  Growth-Japan 

FS 

GT  Global  Growth-Pacific 

FS 

GT  Global  Growth-Worldwide 

GS 

GT  Global  Healthcare  Fund 

GS 

GT  Investment-Global  Bond 

GB 

GT  Investment-Global  Govt  Income 

BD 

Guardian  Investor  Services  Corp 

201  Park  Avenue  South 

New  York,  NY  10003 

(800)221-3253 

Guardian  Park  Ave  Fund 

ST 

Fund 

John  Hancock  Advisors 

101  Huntington  Avenue 

6th  Floor 

Boston.  MA  02199 

(617)  375-1800  (local) :  (800)  225-5291 

John  Hancock  Bond  Fund 
John  Hancock  Global  Fund 
John  Hancock  Government  Spectrum 
John  Hancock  Growth  Fund 
John  Hancock  Tax-Exempt  Income 
John  Hancock  US  Govt  Securities 

HCA  Securities 

One  SeaGate 

Toledo.  OH  43666 

(419)  247-2477  (local) ;  (800)  422-1050 

Harbor  Capital  Appreciation 
Harbor  Growth  Fund 
Harbor  International 
Harbor  Value 

Heine  Secrities 

51  John  F  Kennedy  Parltway 

Short  Hills.  NJ  07078 

(201)  912-2100*  (local) ;  (800)  448-3863 

Mutual  Series  Fund-Beacon 
Mutual  Series  Fund-Mutual  Shares 
Mutual  Series  Fund-Qualified 

Heritage  Asset  Management 

880  Canllon  Parkway 

St  Petersburg.  FL  33716 

(813)  573-8143  (iKal) :  (800)  42M184 

Heritage  Capital  Appreciation 

Wayne  Hummer  &  Co 

175  West  Jackson  Boulevard 

Chicago.  IL  60604 

(312)  431-1700*  (local) ;  (800)  621-4477 

Wayne  Hummer  Growth  Fund 

Huntington  Investments 

251  South  Lake  Avenue 

Suite  600 

Pasadena.  CA  91101 

(818)  440-9688  (k>cal) ;  (800)  826-0188 

International  CurTency-Gk)bal 
International  Currency-Hard  CurreiKy 
International  Currency-High  Income 


lAI  Funds 

PO  Box  357 

Minneapolis.  MN  55440 

(612)  371-2884  (k)cal) :  (800)  927-3883 

lAI  Bond  Fund                                         B 

lAI  International  Fund                                 F 

lAI  Regional  Fund                                         S 

lAI  Stock  Fund                                           S 

'Will  accept  collect  calls. 
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[  Management 

x5068 

/atef,  FL  34618 
1585-6565  (local) :  (800)  624-4339 


Type 


•Fund 

ST 

.11 

ST 

[Funds 

ST 

Financial  Services 

ower  10 

apolis,  MN  55440 

1 372-3733  (laal);  (800)  328-8300 

Blue  Chip  Advantage  Fund 

ST 

Bond  Fund 

BD 

Califomia  Tax-Exempt  Fund 

MU 

Discovery  Fund 

ST 

Equity  Plus 

ST 

Extra  Income  Fund 

JU 

Federal  Income  Fund 

BD 

Global  Bond  Fund 

GB 

Global  Growth  Fund 

GS 

1  Growth  Fund 

ST 

>  High  Yield  Tax-Exempt  Fund 

MU 

i  Insured  Tax-Exempt  Fund 

MU 

>  International  Fund 

FS 

>  Managed  Retirement  Fund 

ST 

;  Minnesota  Tax-Exempt  Fund 

MU 

>  Mutual 

BA 

S  New  Dimensions  Fund 

ST 

5  Precious  Metals  Fund 

FS 

S  Progressive  Fund 

ST 

S  Selective  Fund 

BD 

S  Stock  Fund 

ST 

S "Strategy-Aggressive  Equity 

ST 

S  Strategy-Equity 

ST 

S  Strategy-Income 

BD 

IS  Strategy-Worldwide  Growth 

FS 

»S  Tax-Exempt  Bond  Fund 

MU 

IS  Utilities  Income 

ST 

vesco  Funds  Group 

)  Box  2040 

uiver,  CO  80201 

03)  779-1233  (local) ;  (800)  525-8085 

inancial  Dynamics  Fund 

ST 

iruncial  Industrial  Fund 

ST 

inaiKial  Industrial  Income  Fund 

ST 

inancial  Series  Trust-Equity  Fund 

ST 

inancial  Series  Trust-Flex  Fund 

ST 

inancial  Series  Trust-lntI  Growth 

FS 

inancial  Strategic-European 

FS 

inancial  Strategic-Financial  Services 

ST 

inancial  Strategic-Gold 

ST 

f^inancial  Strategic-Health  Science 

ST 

Financial  Strategic-Technology 

ST 

^^inancial  Strategic-Utilities 

ST 

financial  Tax-Free  Income  Shares 

i 

MU 

I  accept  collect  calls. 
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l^guard  Municipal  Bon  d  Fund 


SEVEN  WAYS  TO  FIGHT  BACK 
AGAINST  TAXES 


When  Federal  taxes  make 
inroads  on  your  income, 
municipal  bond  funds  can 
be  your  first  line  of  defense. 
The  income  from  these  bonds  is 
100%  free  from  Federal 
income  tax  * 

Tax-free  investing  with 

Vanguard  means  greater 

flexibility  for  you. 

Vanguard  Municipal  Bond 
Fund  has  seven  professionally 
managed  Portfolios: 

Money  Market  Portfolio  invests 
in  short-term,  high-quality 
municipal  bonds  and  has  an 
average  weighted  maturity  of 
less  than  120  days.  Principal 
risk  is  minimal. 

Short-Term  Portfolio  invests  in 
high-quality  municipal  bonds 
and  has  an  average  weighted 
maturity  of  less  than  2  years. 
Price  fluctuations  and  principal 
risk  should  be  low. 

Umited-Term  Portfolio  invests  in 
high-quality  municipal  bonds 
and  has  an  average  weighted 
maturity  of  2  to  5  years.  Price 
fluctuations  and  principal  risk 
should  be  moderate. 

Intermediate-Term  Portfolio 

invests  in  high-quality  muni- 
cipal bonds  and  has  an  average 
weighted  maturity  of  7  to  12 
years.  Price  fluctuations  and 
principal  risk  are  moderate 
to  high. 

Long-Term  Portfolio  invests  in 
high-quality  municipal  bonds 
and  has  an  average  weighted 
maturity  of  15  to  25  years.  Has  a 
high  potential  for  price  fluctua- 
tions and  risk  to  principal. 


Insured  Long-Term  Portfolio 

invests  in  high-quality  municipal 
bonds  and  has  an  average 
weighted  maturity  of  15  to  25 
years.  The  bonds  are  covered  by 
insurance,  guaranteeing  the 
timely  payment  of  principal  and 
interest,  however,  principal 
remains  subject  to  price 
fluctuations. 

High-Yield  Portfolio  invests 

primarily  in  medium-quality, 
investment-grade  issues  and 
has  an  average  weighted  matu- 
rity of  15  to  25  years.  The 
Portfolio  pursues  the  highest 
yields  of  the  Fund  and  has  a  high 
potential  for  price  fluctuations 
and  risk  to  principal. 

Lower  costs  mean 
higher  yields. 

The  Vanguard  Municipal  Bond 
Fund  has  virtually  the  lowest 
operating  costs  in  the  industry: 
0.25  of  1%**,  with  no  commis- 
sions, no  fees— a  pure  no-load 
fund.  And  all  other  things  being 
equal,  lower  costs  result  in 
higher  yields.  Minimum  initial 
investment  $3,000.  Free 
checkwriting  for  $250  or  more. 

*  Income  may  be  subject  to  state  and  local 
taxes.  A  portion  of  income  may  be  subject 
to  the  Rsderal  alternative  minimum  tax. 
**Lipper  Directors'  Analytical  Data 

Call  1-800-662-SHIP 

Any  Hour,  Any  Day 

for  Vanguard's  free 

Tax-Free  Investing 

Information  Kit 

Please  read  the  fund's  prospectus  carefully 
before  you  invest  or  send  money.  It  contains 
complete  information  on  advisory  fees,  dis- 
tribution charges  and  other  expenses. 
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FUND  SURVEY 


Fund 

ISI 

717  Fifth  Avenue 
New  York,  NY  10022 
(800)  955-7175 

ISI  Total  Return  US  Treasury 


Ivy  Fund 

40  Industrial  Park  Road 
Hingham,  ffA  02043 
(617)  749-1416  (local) ; 


235-3322 


Ivy  Growth  Fund 

Ivy  International  Fund 

Janus  Capital 

100  Fillmore  Street 
Suite  300 

Denver,  CO  80206-4923 
(800)  525-3713 


Jefferson-Pilot  Investor  Services 

PO  Box  22086 

Greensboro,  NC  27420 

(919)  691-3448  (local) ;  (800)  458-4498 

JP  Growth  Fund 

Jones  &  Babson 

2440  Pershing  Road 

Kansas  City,  MO  64108 

(816)  471-5200  (local) ;  (800)  422-2766 

Babson  Bond-Portfolio  L 
Babson  Enterprise  Fund 
Babson  Growth  Fund 
Babson  Value  Fund 
UMB  Stock  Fund 

Kaufmann  Fund 

17  Battery  Place 

Suite  2624 

New  York,  NY  10004 

(212)  344-2661*  (local) ;  (800)  237-0132 

Kaufmann  Fund 

Kemper  Financial  Services 

120  South  LaSalle  Street 

Chicago,  IL  60603 

(312)  781-1121*  (local) ;  (800)  621-1048 

Kemper  Blue  Chip  Fund 
Kemper  California  Tax-Free  Income 
Kemper  Diversified  Income  Fund 
Kemper  Environmental  Services  Fund 
Kemper  Growth  Fund 
Kemper  High  Yield  Fund 
Kemper  Inc  &  Capital  Preservation 
Kemper  International  Fund 
Kemper  Invest  Diversified  Income 
Kemper  Invest-Equity 
Kemper  Invest-Government 
Kemper  Invest-High  Yield 

•Will  accept  cohect  calls. 


Type 

BD 

ST 
FS 

Janus  Fund 

ST 

Janus  Twenty  Fund 

ST 

Janus  Venture  Fund 

ST 

BD 
ST 
ST 
ST 
ST 


ST 


ST 
MU 
JU 
ST 
ST 
JU 
BD 
FS 
BD 
ST 
BD 
JU 


Fund 

Type 

Kemper  Invest-Total  Return 

BA 

Kemper  Money  Market-Govt  Sees 

MM 

Kemper  Money  Market-MM 

MM 

Kemper  Money  Market-Tax-Exempt 

MM 

Kemper  Municipal  Bond  Fund 

MU 

Kemper  New  York  Tax-Free  Fund 

MU 

Kemper  Retirement  Fund  1 

BD 

Kemper  Summit  Fund 

ST 

Kemper  Technology  Fund 

ST 

Kemper  Total  Return  Fund 

BA 

Kemper  US  Government  Securities 

BD 

Kemper  Securities  Group 

1331  Euclid  Avenue 

Cleveland,  OH  44115 

(800)  553-5533 

Selected  American  Shares 

ST 

Selected  Special  Shares 

ST 

Keystone  Distributors 

PO  Box  2121 

Boston,  MA  02106-2121 

(800)  343-2898 

Hartwell  Emerging  Growth 

ST 

Keystone  America  Omega 

ST 

Keystone  America  Tax-Free  Income 

MU 

Keystone  Custodian  B-1 

BD 

Keystone  Custodian  B-2 

BD 

Keystone  Custodian  B-4 

JU 

Keystone  Custodian  K-1 

BA 

Keystone  Custodian  K-2 

ST 

Keystone  Custodian  S-1 

ST 

Keystone  Custodian  S-3 

ST 

Keystone  Custodian  S-4 

ST 

Keystone  International  Fund 

FS 

Keystone  Precious  Metals 

FS 

Keystone  Tax-Exempt  Trust 

MU 

Keystone  Tax-Free  Fund 

MU 

Kidder,  Peabody  &  Co 

20  Exchange  Place 

New  York,  NY  10005 

(212)  510-5351* 

Kidder.  Peabody  Equity  Income 

ST 

Kleinwort  Benson 

200  Park  Avenue 

24th  Floor 

New  York.  NY  10166 

(212)  687-2515  (local) :  (800)  237-4218 

Kleinwort  Benson  IntI  Equity 

FS 

Legg  Mason  Wood  Walker 

111  South  Calvert  Street 

21st  Floor 

Baltimore.  MO  21202 

(301)  539-3400*  (local) ,  (800)  368-2558 

Legg  Mason  Inc-US  Govt  Intermediate 

BD 

Legg  Mason  Special  Investment  Trust 

ST 

Legg  Mason  Total  Return  Trust 

ST 

Legg  Mason  Value  Trust 

ST 

Fund 

Lexington  Management  Corp 

PO  Box  1515 
Park  80  West  Plaza  II 
Saddle  Brook,  Hi  07662 
(800)  526-0056 

Lexington  Corp  Leaders  Trust  Fund 
Lexington  Global  Fund 
Lexington  GNMA  Income  Fund 
Lexington  Goldfund 
Lexington  Growth  &  Income  Fund 
Lexington  Worldwide  Emerging  Mkts 

Liberty  Securities 

600  Atlantic  Avenue 
23rd  Hoor 

Boston.  MA  02210-2214 
(800)  542-3863 

Liberty  Advantage  US  Govt  Sees 

Lieber  &  Co 

2500  Westchester  Avenue 

Purchase,  N"  10577 

(914)  694-2020  (kxal) :  (800)  235-0064 

Evergreen  Fund 

Evergreen  Limited  Market  Fund 
Evergreen  Tax  Exempt  MM 
Evergreen  Total  Retum  Fund 
Evergreen  Value  Timing  Fund 

Lincoln  Investment  Planning 

218  Glenside  Avenue 

Wyncote.  PA  19095-1595 

(215)  887-8111  (local) ;  (800)  242-1421 

Rightime  Blue  Chip  Fund 
Rightime  Fund 
Rightime  Growth  Fund 

Lindner  Management  Corp 
PO  Box  11208 
St  Louis.  MO  63105 
(314)  727-5305 

Lindner  Dividend  Fund 
Lindner  Fund 

Lord  Abbett  &  Co 

767  Fifth  Avenue 

nth  Floor 

New  York.  NY  10153-0203 

(800)  821-5129  (kical) ;  (800)  2234224 

Affiliated  Fund 

Lord  Abbett  Bond-Debenture  Fund 
Lord  Abbett  Calif  Tax-Free  Income 
Lord  AbbetT  Developing  Growth 
Lord  Abbett  Equity  Fund- 1990 
Lord  Abbett  Glotul  Fund-Equity 
Lord  Abbett  Tax-Free  Income-Nati 
Lord  Abbett  Tax-Free  Income-New  York 
Lord  Abbett  US  Government  Sees 
Lord  Abbett  Value  Appreciation 
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"Mid-sized  businesses 
can  use  some  big-league 
insurance  help  right  now" 


istine  LaSala,  Senior  Vice  President 
d  Deputy^  Manage)'  ofJ&H  New  York,  on 
ling  mid-sized  companies. 
Guiding  a  business  through  a  nervous 
)nomic  environment  can  be  tough. 
Unfortunately,  for  a  lot  of  mid-sized 
mpanies  it  might  get  tougher. 
Take  tlie  workers  compensation 
jurance  problem.  Claims  costs  continue 
climb.  In  some  states  insurers  have 
)pped  writing  coverage,  leaving 
iployers  grasping  for  solutions. 
And  now  there's  more  bad  employer 
rws:  medical  benefit  pkm  costs  are  up 
'er  40  percent  in  just  two  years— eating 
e  average  company  out  of  nearly  a 
arter  of  its  earnings. 


^- 


On  top  of  it  all  are  new  FASB  accounting 
rules  covering  health  care  benefits  for 
active  and  retired  employees.  Most 
companies  haven't  gathered  tlie  data 
needed  to  comply  which  puts  another 
financial  strain  on  mid-sized  operations. 

Big  companies  have  people  to  deal  witli 
such  problems.  Mid-sized  businesses 
usually  don't. 

That's  wh\'  they  need  someone  like  us. 

We  may  be  global,  but  we  know  what 
miikes  a  smaller  business  tick. 


lOHNSON 
jiTTIGGINS 

Innovation  Driven  by  Experience. 


KAND  INSURANCE  MANAGEMENTSERVICES:  EMPLOYEE  BENEFIT  CONSULTING  WORLDWIDE 


FUND  SURVEY 


Fund 

Type 

Lutheran  Brothernood  Securities 

625  Fourth  Avenue  South 

Minneapohs,  MN  55415 

(800)  328-4552 

Lutheran  Brotherhood  Fund 

ST 

Lutheran  Brotherhood  High  Yield 

JU 

Lutheran  Brotherhood  Income  Fund 

BD 

Lutheran  Brotherhood  Muni  Bond 

MU 

Mackenzie  Investment  Management 

PO  Box  5007 

Boca  Raton,  FL  33431-0807 

(800)  456-5111 

Mackenzie  American  Fund 

ST 

Mackenzie  No  Amer  Total  Return 

BA 

Mairs  &  Power 

332  Minnesota  Street 

West-2062  First  National  Bank  Building 

St  Paul,  MN  55101 

(612)  222-8478 

Mairs  &  Power  Growth  Fund 

ST 

Horace  Mann  Growth  Fund 

One  Horace  Mann  Plaza 

Springfield,  IL  62715 

(800)  999-1030 

Horace  Mann  Growth  Fund 

ST 

Massachusetts  Financial  Services 

PO  Box  2281 

Boston,  MA  02107 

(800)  225-2606 

Mass  Capital  Development  Fund 

ST 

Mass  Financial  Bond  Fund 

BD 

Mass  Financial  Development  Fund 

ST 

Mass  Financial  Emerging  Growth 

ST 

Mass  Financial  High  Income-Series  1 

JU 

Mass  Financial  Special  Fund 

ST 

Mass  Financial  Total  Return  Trust 

BA 

Mass  Investors  Growth  Stock  Fund 

ST 

Mass  Investors  Trust 

ST 

MFS  Government  Income  Plus 

BD 

MFS  Government  Premium  Account 

BD 

MFS  Government  Securities 

BD 

MFS  Lifetime  Capital  Growth  Trust 

ST 

MFS  Lifetime  Emerging  Growth 

ST 

MFS  Lifetime  Global  Equity  Trust 

GS 

MFS  Lifetime  Government  Income  + 

BD 

MFS  Lifetime  High  Income  Trust 

JU 

MFS  Lifetime  Intermediate  Income 

BD 

MFS  Lifetime  Managed  Muni  Bond 

MU 

MFS  Lifetime  Managed  Sectors  Trust 

ST 

MFS  Lifetime  Total  Return  Trust 

ST 

MFS  Managed  High  Yield  Muni  Bond 

MU 

MFS  Managed  M-S  Tax-Ex-Md 

MU 

MFS  Managed  MS  Tax-Ex-Mass 

MU 

MFS  Managed  M-S  Tax-Ex-NC 

MU 

MPS  Managed  M-S  Tax-Ex-Va 

MU 

MFS  Maniiged  Municipal  Bond 

MU 

MFS  Managed  Sectors  Trust 

ST 

MFS  Worldwide  Governments 

GB 

Fund 

Type 

Mathers  Fund 

100  Corporate  North 

Suite  201 
Bannockburn,  IL  60015 

m 

(800)  962-3863 

Mathers  Fund 

ST 

Merrill  Lynch  Funds  Boston 

One  Financial  Center 

15th  Floor 

Boston,  MA  02111 

(800)  225-1576 

Merrill  Lynch  Government  Fund 

MM 

Merrill  Lynch  Institutional  Fund 

MM 

Merrill  Lynch  Funds  Distributor 

PO  Box  9011 

Princeton,  NJ  08543-9011 

(800)  637-3863 

mm 

Merrill  Lynch  Balanced  Inv  &  Retire 

^w 

Merrill  Lynch  Basic  Value  Fund 

ST 

Merrill  Lynch  Calif  Muni  Bond 

MU 

Merrill  Lynch  Capital  Fund 

ST 

Merrill  Lynch  Corp-High  Income 

JU 

Merrill  Lynch  Corp-High  Quality 

BD 

Merrill  Lynch  Devel  Capital  Mkts 

ST 

Merrill  Lynch  EuroFund 

FS 

Merrill  Lynch  Federal  Securities 

BD 

Merrill  Lynch  Fund  for  Tomorrow 

ST 

Merrill  Lynch  Global  Allocation 

GS 

Merrill  Lynch  Global  Bond  Inv  &  Ret 

GB 

Merrill  Lynch  Growth  Inv  &  Retire 

ST 

Merrill  Lynch  IntI  Holdings 

GS 

Merrill  Lynch  Muni-High  Yield 

MU 

Merrill  Lynch  Muni-Insured 

MU 

Merrill  Lynch  Muni-Ltd  Maturity 

MU 

Merrill  Lynch  Municipal  Income 

MU 

Merrill  Lynch  Natural  Resources 

ST 

Merrill  Lynch  NY  Muni  Bond 

MU 

Merrill  Lynch  Pacific  Fund 

FS 

Merrill  Lynch  Phoenix  Fund 

BA 

Merrill  Lynch  Retire/Income  Fund 

BD 

Merrill  Lynch  Retirement  Res  Money 

MM 

Merrill  Lynch  Special  Value 

ST 

Merrill  Lynch  Strategic  Dividend 

ST 

Sci/Tech  Holdings 

ST 

Merriman  Investment  Trust 

1200  Westlake  Avenue  North 

Suite  700 

Seattle,  WA  98109 

(800)  423-4893 

Merriman  Timed  Asset  Allocation 

BA 

Merriman  Timed  Capital  Apprec 

ST 

Fund 

Mesirow  Investment  Services 

350  North  Clark  Street 
Chicago.  IL  60610 
(800)  458-5222 

Skyline  Fund-Special  Equities 

MetLife-State  Street  Investment 

One  Financial  Center 
30th  Floor 
Boston,  MA  02111 
(800)  882-0052 

MetLife-State  Street  Capital  Apprec 
MetLife-State  Street  Equity  Income 
MetLife-State  Street  Equity  Inv 
MetLife-State  Street  Global  Energy 
MetLife-State  Street  Government  Inc 
MetLife-State  Street  High  Income 
MetLife-State  Street  Managed  Assets 
State  Street  Investment  Trust 

Murphey  Favre 

West  601  rtiverside  Avenue 
Spokane,  WA  99201 
(800)  543-8072 

Composite  Bond  &  Stock  Fund 
Composite  Growth  Fund 
Composite  Northwest  50  Fund 
Composite  Tax-Exempt  Bond  Fund 
Composite  US  Govt  Securities 

Mutual  Benefit  Financial  Service  Co 

290  Westminster  Street 
Providence,  Rl  02903 
(800)  323-4726 

Mutual  Benefit  Fund 

Mutual  of  Omaha  Fund  Management 

10235  Regency  Circle 
Omaha,  NE  68114 
(800)  228-95% 

Mutual  of  Omaha  Growth  Fund 
Mutual  of  Omaha  Income  Fund 
Mutual  of  Omaha  Tax-Free  Income 

National  Securities  &  Research  Corp 

2  Pickwick  Plaza 
Greenwich.  CT  06830 
(800)  223-7757 

California  Tax-Exempt  BorKh 
National  Bond  Fund 
National  Federal  Securities  Trust 
National  Glot>al  Allocation  Fur>d 
National  Stock  Fund 
National  Total  Income  Fund 
National  Total  Return  Fund 
National  World  Wide  Opportunities 


'Will  accept  collect  calls. 
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Type 

lar 

idison  Avenue 

A  NY  10017 
)5]-1800 

Fund 

ST 

nwide  Financial  Services 

ationwide  Plaza 
bus,  OH  43216 
848-0920 

)nwide  Fund 
Hiwide  Growth  Fund 
)nwid€  Tax-Free  Fund 

ST 

ST 

MU 

serger  &  Berman  Management 

Hadison  Avenue 
Irork,  NY  10173 
1  877-9700 

B  Genesis  Fund  ST 

B  Guardian  Fund  ST 

B  Limited  Maturity  Bond  BD 

B  Manhattan  Fund  ST 

B  Partners  Fund  ST 

B  Selected  Sectors  Plus  Energy  ST 


vton  Fund 

ior  1348 

laukee,  Wl  53201 

1)  242-7229 

«rton  Growth  Fund 

ST 

[kolas  Co 

North  Water  Street 

'e  1010 

>»aukee,  Wl  53202 

0  272-6133* 

cholas  Fund 

ST 

cholas  It 

ST 

cholas  Limited  Edition 

ST 

xnura  Capital  Management 

)  Maiden  Lane 

)i  Floor 

»  York,  NY  10038 

)0)  833-0018 

Mnura  Pacific  Basin  Fund 

FS 

lOrtheast  Investors  Trust 

n?ress  Street 

;tr  Floor,  Room  1000 

^5t"n,  MA  02109 

225-6704 

lortheast  Investors  Growth 

ST 

kvtheast  Investors  Trust 

BD 

'ill  accept  collect  calls. 
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Since  Dreyfus 
Worldwide  began, 
it  has  offered  one  of 
the  highest  yields  of  all 
money  market  funds.' 

The  Special  Opportunity  and 

monthly  compounding  provide  you 

with  this  especially  high  yield. 

•  $2,500  minimum  •  Free  checkwriting 
•  Minimum  initial  IRA  investment  $750. 


Dreyfus  Special  Yield  Opportunity 


Now  through  March  1992! 

The  Dreyfus  Corporation  will  absorb  a  portion  of  the  Fund's 
usual  management  fee  through  March  1992.  Call  for  details! 


For  more  complete  information,  including  management  fee,  charges  and  expenses, 
obtain  a  Prospectus  by  calling  toll-free.  Read  it  carefully  before  you  invest  or  send  money 

-|n^  1-800-782-6620 

WsJSm  i*  Ask  for  Extension  4297 

lyrreyfuS  Worldwide  Dollar 

P.O.  Box  3498,  Camden,  NJ  08101     Moncy  Market  Fund,  Inc.  ow  1252 

'Source:  IBC/Donoghue's  Money  Fund  Report  for  2/23/89-6/30/91  during  which  certain  expenses 
were  absorbed,  some  of  which  are  now  being  borne  by  the  Fund.  Had  expenses  not  been  absorbed, 
Fund's  yield  would  have  been  lower.  There  can  be  no  guarantee  that  the  Fund  will  be  able  to 
maintain  a  stable  net  asset  value  of  $1  per  share  nor  is  the  value  of  the  Fund's  shares  insured  or 
guaranteed  by  the  U.S.  Government.  Yield  fluctuates.  Past  performance  is  no  guarantee  of  future 
results.  Dreyfus  Service  Corporation,  Distributor 


Guess  who  outranked 

98%ofaniundsfor 

15 -year  performance? 

If  you  said  Twentieth  Century  Investors,  you're  right.  For  15-year 
performance,  Twentieth  Century's  Growth  Investors  and  Select  Investors 
are  ranked  #2  and  #4  out  of  360  mutual  funds  in  tiie  country.*  But  maybe 
you  didn't  know  tiiat  Growth  and  Select  are  the  only  funds  in  the  top  four 
that  have  no  sales  charges  or  12b -1  fees.  For  more  complete  information, 
including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  the 
prospectus  carefully  before  investing. 


CaU  toU-free: 

1-800-345-2021  ext.  434 

'  As  ranked  by  Upper  Analytical  Services,  a  leading  independent 
mutual  fund  ranking  service  /or  the  15-year  period  ending 
June  30,  1991.  Data  quoted  represents  past  performance. 
Investment  return  and  principal  value  will  fluctuate,  and 
redemption  value  may  be  more  or  less  than  original  cost. 


M  I.    T  I    A  I       HINDS 


P.O.  Box  419200.  Kansas  City,  MO  64141-6200 


No-Load  Family  of  Funds 


JIIMililPliHIMUTiTiPi 


FUND  SURVEY 


Fund 

Type 

John  Nuveen  &  Co 

333  West  Wacker  Drive 

Chicago,  IL  60606 

m 

(800)  621-7227 

Nuveen  Calif  Tax-Free-Spec  Bond 

MU 

Nuveen  Insured  Tax-Free  Bond-Nat! 

MU 

Nuveen  Insured  Tax-Free  Bond-NY 

MU 

Nuveen  Municipal  Bond  Fund 

MU 

Nuveen  Tax-Exempt  Money  Market 

MM 

NYLife  Securities 

51  Madison  Avenue 

New  York,  NY  10010 

(800)  522-4202 

MainStay-Capital  Appreciation 

ST 

MainStay-Government  Plus 

BD 

MainStay-High  Yield  Corp  Bond 

JU 

MainStay-Tax-Free  Bond 

MU 

MainStay-Total  Return  Fund 

BA 

MainStay-Value  Fund 

ST 

Olympic  Trust 

800  West  Sixth  Street 

Suite  540 

Los  Angeles,  CA  90017 

m 

(800)  346-7301 

Olympic  Trust-Equity  Income 

ST 

Oppenheimer  Fund  Management 

PO  Box  300 

Denver,  CO  80201 

(800)  525-7048 

Oppenheimer  Asset  Allocation  Fund 

BA 

Oppenheimer  California  Tax-Exempt 

MU 

Oppenheimer  Discovery  Fund 

ST 

Oppenheimer  Equity  Income  Fund 

ST 

Oppenheimer  Fund 

ST 

Oppenheimer  Global  Bio-Tech  Fund 

GS 

Oppenheimer  Global  Environment 

GS 

Oppenheimer  Global  Fund 

GS 

Oppenheimer  Gold  &  Special  Mins 

FS 

Oppenheimer  High  Yield  Fund 

JU 

Oppenheimer  New  York  Tax-Exempt 

MU 

Oppenheimer  Premium  Income  Fund 

ST 

Oppenheimer  Special  Fund 

ST 

Oppenheimer  Strategic  Income  Fund 

BD 

Oppenheimer  Target  Fund 

ST 

Oppenheimer  Tax-Free  Bond  Fund 

MU 

Oppenheimer  Time  Fund 

ST 

Oppenheimer  Total  Return  Fund 

ST 

Oppenheimer  US  Government  Trust 

BD 

Oppenheimer  Management 

PO  Box  5061 

Denver,  CO  80217 

m 

(800)  525-7048 

Oppenheimer  Value  Stock 

ST 

Fund 

Type 

Overland  Express 

PO  Box  63084 

San  Francisco,  CA  94163 

I  (800)  552-9612 

Overland  Express  Asset  Allocation 

BA 

Overland  Express  Calif  T-F  Bond 

MU 

Pacific  Financial  Research 

9601  Wilshire  Boulevard 

Suite  828 

Beverly  Hills.  CA  90210 

(800)  776-5033 

Clipper  Fund                   ^HIHI 

IB 

PaineWebber                       ^^^H 

■ 

1000  Harbor  Boulevard                 ^^^^ 

fK 

Prospectus  Department,  1st  Floor 

s 

Weehawken,  Nl  07087 

H 

(201)  902-7341 

PaineWebber  Asset  Allocation 

BA 

PaineWebber  Atlas  Global  Growth 

GS 

PaineWebber  Blue  Chip  Growth  Fund 

ST 

PaineWebber  California  Tax-Free  Income 

MU 

■  PaineWebber  Cashfund 

MM 

PaineWebber  Dividend  Growth  Fund 

ST 

PaineWebber  Europe  Growth  Fund 

FS 

PaineWebber  Fixed  Income-High  Inc 

JU 

PaineWebber  Fixed  Income-lnv  Grade 

BD 

PaineWebber  Fixed  Income-US  Govt 

BD 

PaineWebber  Global  Energy  Fund 

GS 

PaineWebber  Global  Growth  &  Income 

GS 

PaineWebber  Global  Income  Fund 

GB 

PaineWebber  Growth  Fund 

ST 

PaineWebber  Income  Fund 

BD 

PaineWebber  National  Tax-Free  Income 

MU 

PaineWebber  Regional  FinI  Growth 

ST 

PaineWebber  RMA-Money  Market 

MM 

Parnassus  Financial  Management 

244  California  Street 

San  Francisco,  CA  94111 

(800)  999-3505 

4Hi 

Parnassus  Fund 

^tr 

Pasadena  Group  of  Mutual  Funds 

600  North  Rosemead  Boulevard 

Pasadena,  CA  91107-2101 

(800)  882-2855 

Pasadena  Growth  Fund 

ST 

Pax  World  Fund 

224  State  Street 

Portsmouth.  NH  03801 

(800)  767-1729 

'"Pax  World  Fund 

GS 

Penn  Square  Management 

2650  Westview  Drive 

< 

Wyomissmg,  PA  19610 

(800)  523-8440 

Penn  Square  Mutual  Fund 

ST 

Fund 

Pennsylvania  Mutual  Fund 

1414  Avenue  of  the  Americas 
New  York,  NY  10019 
(800)  221-4268 

Pennsylvania  Mutual  Fund 

Permanent  Portfolio 

PO  Box  5847 
Austin,  TX  78763 
(800)  531-5142 

Permanent  Portfolios-Permanent 
Permanent  Portfolios-Treasury  Bill 

GR  Phelps  &  Co 
140  Garden  Street 
MS  305 

Hartford,  CT  06154 
(800)  243-2501 

Connecticut  Mutual-Growth 
Connecticut  Mutual-Total  Return 

Phoenix  equity  Planning  Corp 

100  Bright  Meadow  Boulevard 
Enfield.  CT  06083-1989 
(800)  243-4361 

Phoenix  Balanced  Fund 

Phoenix  Convertible  Fund 

Phoenix  Growth  Fund 

Phoenix  Multi-Capital  Appreciation 

Phoenix  Stock  Fund 

Phoenix  Total  Return 

Pilgrim  Group 

10100  Santa  Monica  Boulevard 
21st  Floor 

Los  Angeles.  CA  90067-4112 
(800)  336-3436 

Pilgrim  GNMA  Fund 
Pilgrim  MagnaCap  Fund 
Pilgrim  S-T  Multi-Market  Income 

Pioneer  Group 

PO  Box  9014 

Boston.  MA  02205-9014 

(800)  225-6292 

Pioneer  Fund 
Pioneer  II 
Pioneer  Three 

Piper  Capital  Management 

Piper  Jatfray  Tower 
222  South  Nintti  Street 
Minneapolis.  MN  55402 
(800)  333-6000 

Piper  Jaffray  Emerging  Groarth  Fund 
Piper  Jaffray  Value  Fund 


'Will  accept  collect  calls. 
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Id                                                 Type 

[owe  Price  Associates 

East  Pratt  Street 

imore,  MD  21202 

0)  638-5660 

{owe  Price  Capital  Appreciation 

ST 

{owe  Price  Equity  Income  Fund 

ST 

{owe  Price  GNMA  Fund 

BD 

{owe  Price  Growth  &  Income 

ST 

Rowe  Price  Growth  Stock  Fund 

ST 

Rowe  Price  High  Yield  Fund 

JU 

Rowe  Price  IntI  Bond 

GB 

Rowe  Price  IntI  Discovery 

FS 

Rowe  Price  IntI  European  Stock 

FS 

Rowe  Price  IntI  Stock 

FS 

Rowe  Price  Maryland  T-F  Bond 

MU 

Rowe  Price  New  America  Growth 

ST 

Rowe  Price  New  Era  Fund 

ST 

Rowe  Price  New  Horizons  Fund 

ST 

Rowe  Price  New  Income  Fund 

BD 

Rowe  Price  Science  &  Technology 

ST 

Rowe  Price  Short-Term  Bond  Fund 

BD 

■  Rowe  Price  Small-Cap  Value  Fund 

ST 

Rowe  Price  Spectrum  Fund  Growth 

ST 

Rowe  Price  Tax-Free  High  Yield 

MU 

Rowe  Price  Tax-Free  Income  Fund 

MU 

Rowe  Price  Tax-Free  Short-Inter 

MU 

'rimary  Trend  Fund 

'irst  Financial  Centre-4tti  Floor 

700  ftortli  Water  Street 

Milwaukee,  Wl  53202 

(800)  443-6544 

Primary  Trend  Fund 

ST 

Princor  Financial  Services  Corp 

The  Principal  Financial  Group 

Des  Moines,  lA  50392-0200 

(800)  247-4123 

Princor  Capital  Accumulation  Fund 

ST 

Princor  Growth  Fund 

ST 

ProvidentMutual  Financial  Services 

PO  Box  15627 

Ctiristiana  Executive  Campus 

Wilmington,  DE  19850 

(800)  441-9490 

ProvidentMutual  Growth  Fund 

ST 

ProvidentMutual  Investment  Shares 

ST 

ProvidentMutual  Total  Return  Trust 

BA 

Prudential  Securities 

One  Seaport  Plaza 

New  York,  NY  10292 

(212)  214-3332*  (local);  (800)  225-1852 

Nicholas-Applegate  Growth  Equity 

ST 

Prudential  California  Municipal 

MU 

Prudential  Equity  Fund 

ST 

•Will  accept  collect  calls. 
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The  Kaufmann  Fund 

A  NO-LOAD  SMALL  COMPANY  GROWTH  FUND 


Portfolio  Co-managers  Hans  Utsch  and  Lawrence  Aurlana  combine  over  50 
years  experience  as  analysts,  money  managers  and  venture  capitalists. 

#1  GROWTH  FUND  1988-90* 

#1  SMALL  CO.  GROWTH  FUND  1989** 

m  FUND  (ALL  CATEGORIES)  1988** 

The  Kaufmann  Fund  is  dedicated  to  the  objective  of  capital  appreciation  through 
investment  in  small  growth  companies  just  beyond  the  venture  stage  that  have 
established  profitability  and  have  substantial  growth  prospects.  These  companies 
have  strong  positions  in  the  markets  they  serve,  as  a  result  of  proprietary  technology 
or  know-how.  #*  - ,  , 

For  a  prospectus  please  CALL 


PleaM  read  Iha  Prospectus  before  investing  The  pertormance 
cited  represents  past  pertormance,  investnrteni  performance 
fluctuates;  furKl  shares  wtien  redeemed  rnay  be  worth  more  or 
less  than  original  cost 

'Per  Investor's  Daily 


1-800-237-0132 

'Per  Upper  Analytical  Services 


KAUFMANN   FUND   •   17   BAHERY   PLACE   •   SUITE  2624   •   NEW  YORK,   NY  10004 

Name City/State/Zip 


Address. 


Phone. 


Irom  the  pioneer  in  mutual  fund  indexing 

WHY  INFORMED 
INVESTORS  "INDEX" 


Informed  investors  prefer  di- 
versified, relatively  predictable,  low- 
cost  investment  strategies.  And  index 
funds  (\^^ich  have  outperformed 
most  actively  managed  funds  over  the 
long  term*),  enjoy  all  three  benefits. 

Vanguard  Index  Trust  offers 
investors  two  portfolios: 

The  500  Portfolio,  which  tracks 
the  performance  of  the  S&P  500. 

The  Extended  Market  Portfolio, 
which  captures  the  performance  of 
medium  and  small  sized  companies  as 
tracked  by  the  Wilshire  4500  Index. 

Minimum  investment  in  this  no- 
load  fund  is  $3,000;  $500  for  IRAs. 

R)r  an  informative  booklet  on  the 
benefits  of  indexing,  call  or  write  for  a 
Vanguard  Kit  today. 

•SEI  FUnds  Evaluation  Services. 
Vanguard  Index  Trust  is  neither  sponsored 
by  nor  affiliated  with  Standard  &  Pbor's 
Corporation  or  Wilshire  Associates. 
S&P  500  and  Wilshire  4500  are  unmanaged 
indices. 


Call  l-SOO-OeZ-SHIP 

Any  Hour,  Any  Day  For  A  Free 
Indexing  Information  Kit 


WJexSnS 


Please  send  me  a  free        \ 
booklet  plus  a  Vanguard 
Index  Trust  prospectus 
containing  more  com- 
plete information  on 
expenses  and  distribution 
charges.  I  will  read  it  care- 
fully l)efore  I  invest  or  send 
money 

Also  send  information  on: 
D  IRA  (71)    DKeogh(70). 

Vanguard  Index  Trust 

PO.  Box  2800 

Valley  Forge,  Pennsylvania  19482 

Name 


Address - 

City 

Zip 

(40f 


-State. 


.Phone. 
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*i#Of  INVtSnVtfNT  OOMmNltS 


^■V^^^^'n^iii^i''iiYi'liV1 


FUND  SURVEY 


Fund 

Type 

Prudential  FlexiFund-Conservative 

ST 

Prudential  FlexiFund-Stretegy 

ST 

Prudential  Global  Fund 

GS 

Prudential  Global  Genesis 

GS 

Prudential  Global  Nat  Resourc  es 

GS 

Prudential  GNMA  Fund 

BD 

Prudential  Government  Plus 

BD 

Prudential  Govt  Secs-intermed 

BD 

Prudential  Growth  Opportunity 

ST 

Prudential  ;iigh  Yield  Fund 

JU 

Prudenti.":!  IncomeVertible  Plus 

BA 

Prudential  Multi-Sector  Fund 

ST 

Prudential  Muni  Bond-High  Yield 

MU 

Prudential  Muni  Bond-Insured 

MU 

Prudential  Muni-New  Jersey 

MU 

Prudential  Muni-New  York 

MU 

Prudential  Muni-Pennsylvania 

MU 

Prudential  National  Municipals 

MU 

Prudential  Option  Growth  Fund 

ST 

Prudential  Research  Fund 

ST 

Prudential  Strategic  Income 

BD 

Prudential  Structured  Maturity 

BD 

Prudential  US  Government 

BD 

Prudential  Utility  Fund 

ST 

Putnam  Financial  Services 

PO  Box  2701 

Boston,  MA  02208 

(800)  225-1581 

Putnam  Calif  Tax-Exempt  Income 

MU 

Putnam  Convertible  Income-Growth 

BA 

Putnam  Diversified  Income  Trust 

BD 

Putnam  Energy-Resources  Trust 

ST 

Putnam  Federal  Income  Trust 

BD 

Putnam  Fund  for  Growth  &  Income 

ST 

George  Putnam  Fund  of  Boston 

BA 

Putnam  Global  Governmental  Income 

GB 

Putnam  Global  Growth  Fund 

GS 

Putnam  Health  Sciences  Trust 

ST 

Putnam  High  Income  Government 

BD 

Putnam  High  Yield  Trust 

JU 

Putnam  High  Yield  Trust  II 

JU 

Putnam  Income  Fund 

BD 

Putnam  Information  Sciences  Trust 

ST 

Putnam  Investors  Fund 

ST 

Putnam  New  York  Tax-Exempt  Income 

MU 

Putnam  Ohio  Tax-Exempt  Income 

MU 

Putnam  Option  Income  Trust  II 

ST 

Putnam  OTC  Emerging  Growth  Fund 

ST 

Putnam  Strategic  Income  Trust 

ST 

Putnam  Tax-Exempt  Income  Fund 

MU 

Putnam  Tax-Free  High  Income 

MU 

Putnam  Tax-Free  Income-High  Yield 

MU 

Putnam  Tax-Free  Income-Insured 

MU 

Putnam  US  Govt  Income  Trust 

BD 

Putnam  Vista  Fund 

ST 

Putnam  Voyager  Fund 

ST 

Fund 

Type 

Quest  Distributors 

1414  Avenue  of  the  Americas 

New  York,  NY  10019 

(800)  221-4268 

Royce  Fund-Equity  Income 

ST 

Royce  Fund-Value 

ST 

Quest  for  Value 

200  Liberty  Street 

World  Financial  Center,  37th  Floor 

New  York,  NY  10281 

(800)  232-3863 

Quest  for  Value  Fund 

ST 

James  B  Rea 

10966  Chalon  Road 

Los  Angeles,  CA  90077 

(800)  433-1998 

Rea-Graham  Balanced  Fund 

BA 

Reich  &  Tang  LP 

100  Park  Avenue 

28th  Floor 

New  York,  NY  10017 

1 

(800)  221-3079 

Reich  &  Tang  Equity  Fund 

ST 

Robertson,  Stephens  &  Co 

One  Embarcadero  Center 

Suite  3100 

San  Francisco,  CA  94111 

(800)  766-3863 

Robertson  Stephens  Emerging  Growth 

ST 

Rochester  Fund  Distributors                '* 

■i 

70  Linden  Oaks 

^1 

Rochester,  NY  14625 

(716)  383-1300* 

Rochester  Fund  Municipals    SlB 

MU 

Rodney  Square  Funds 

1300  North  Market  Street 

Suite  700 

Wilmington,  DE  19801 

(800)  553-9308 

Rodney  Square  International  Equity 

FS 

Rodney  Square  Multi-Mngr-Growth 

ST 

Ruane,  Cunniff  &  Co 

1370  Avenue  of  the  Americas 

New  York,  NY  10019 

(212)  245-4500 

BB 

Sequoia  Fund 

""'st 

Rushmore  Group 

4922  Fairmont  Avenue 

Bethesda,  MD  20814 

(800)  343-3355 

American  Gas  Index  Fund 

ST 

Rushmore-Nova 

ST 

Fund 

Safeco  Securities 

PO  Box  35890 
Seattle,  WA  98124-1890 
(800)  624-5711 

Safeco  Equity  Fund 
Safeco  Growth  Fund 
Safeco  Income  Fund 
Safeco  Municipal  Bond  Fund 

Salomon  Brothers  Asset  Management 

7  World  Trade  Center 
38th  Floor 

New  York,  NY  10048 
(800)  725-6666 

Salomon  Brothers  Capital  Fund 

Salomon  Brothers  Investors  Fund  Sl 

Salomon  Brothers  Opportunity  Fund  s| 

SBSF  Funds 

45  Rockefeller  Plaza 
33rd  Floor 
NewYork,NYi0111 
|(800)  422-7273 

r 

SBSF-Growth  Fund 


Charles  Schwab 

101  Montgomery  Street 
Schwab  Building 
San  Francisco,  CA  94104 
(800)  526-8600 

Schwab  Money  Funds-Tax-Exempt  M^ 

Sc udder  Investor  Services 

160  Federal  Street 
Boston,  MA  02110 
|(800)  225-2470 

AARP  Growth-Capital  Growth  S 

AARP  Growth-Growth  &  Income  S* 

AARP  Income-GNMA  &  US  Treas  Bf 

AARP  Income-High  Quality  Bond  M 

AARP  Insured  T-F  Inc-GenI  Bond  Ml 

AARP  Insured  T-F  Inc-Short-Term  Ml 

Japan  Fund  P 

Scudder  California  Tax-Free  Fund  Ml 

Scudder  Capital  Growth  Fund  S' 

Scudder  Cash  Investment  Trust  Mk 

Scudder  Devek>pment  Fund  S* 

Scudder  Global  Fund  G! 

Scudder  GNMA  Fund  Bl 

Scudder  Gold  Fund  Gt 

Scudder  Growth  &  Income  Fund  S" 

Scudder  High  Yield  Tax-Free  Fund  Ml 

Scudder  Income  Fund  B( 

Scudder  International  Bond  Fund  G( 

Scudder  Intenutional  Fund  R 

Scudder  Managed  Municipal  Bonds  Ml 

Scudder  Medium  Tenn  Tax-Free  Ml 

Scudder  NY  Tax-Free  Fund  Ml 

Scudder  Short  Term  Bond  Fund  B[ 

Scudder  Tax-Free  Money  Fund  Mlf 


'Will  accept  collect  calls 
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■      Did  you  hear  the  one  about 
the  Marketing  Director  who  missed , 
the  $20  bilUon  golf  market?    ^ 
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If  you're  not  using  the  marketing  power  of  golf;  you're  missing  an 
affluent,  highly  influential  market  of  over  24.7  million.  A  market 
that  is  generating  $20  billion  in  annual  sales  and  activities. 

Call  us  today  to  arrange  a  customized  presentation.  Well  show  you 
more  than  a  dozen  ways  the  marketing  power  of  golf  can  work  for  you. 

And  that's  no  joke.  CaU  Wm  Stevens  at  (203)  373-7231. 


GOlf 


I  h^ 
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The  monthly 

magazine  on 

Australian 

business 

BRW  International  is  the  window 

on  business  in  Australia  and  New 

Zealand,  and  the  southern  axis  of  the 

Pacific  Rim. 

As  the  monthly  edition  of  Australia's 
leading  business  magazine, 

Business  Review  Weekly,  it  is 
designed  specifically  for  international 

business  managers  and  investors. 

BRW  International  will  keep  you 

informed  of  the  policy,  economic 

trends  and  corporate  stratagies  that 

will  help  identify  opportunities  for 

traders  and  investors  in  these  two 

very  important  markets. 

Subscribe  today  to  keep 

informed  on  Australian 

and  New  Zealand 

business. 


-:xS 


SUBSCRIPTION  FORM 

D  Yes,  please  enter  my  subscription  for 
lyear- US$58.00 

Method  of  payment:  Bank  draft/cheque 
payable  to  -  BRW  Publications 

Name 

Address 

Country 

Return  your  order  to:  BRW  International 
John  Fairfax  &  Sons.  Suite  1002 , 
1500  Broadway.  New  York.  NY  10036 

USA  1002 


Fund  Type 

Securities  Management  &  Research 

Two  Moody  Plaza 
Galveston,  TX  77550 
(800)  231-4639 

American  National  Growth  Fund  ST 

American  National  Income  Fund  ST 


Security  Distributors 

700  Harrison  Street 

Topeka,  KS  66636 

(800)  888-2461 

Security  Action  Fund 

ST 

Security  Equity  Fund 

ST 

Security  Investment  Fund 

ST 

Security  Ultra  Fund 

ST 

SEI  Corp 

680  East  Swedesford  Road 
ly  Building  7 
''  Wayne,  PA  19087 

(215)  254-1000 

Helmsman-Disciplined  Equity 
Helmsman-Growth  Equity 
Helmsman-Income  Equity 
Helmsman-Income  Fund 

Seligman  Marketing 

130  Liberty  Street 
New  York,  NY  10006 
(800)  221-2783 

Seligman  Capital  Fund 
Seligman  Common  Stock  Fund 
Seligman  Communications  &  Info 
Seligman  Growth  Fund 
Seligman  Income  Fund 
Seligman  Tax-Exempt-Mass 
Seligman  Tax-Exempt-Michigan 
Seligman  Tax-Exempt-Minnesota 
Seligman  Tax-Exempt-National 
Seligman  Tax-Exempt-Ohio 

Sentry  Equity  Senrices 

1800  North  Point  Drive 

C3/42 

Stevens  Point,  Wl  54481 

(800)  533-7827 

Sentry  Fund 


ST 
ST 
ST 
BD 


ST 
ST 
ST 
ST 
BA 
MU 
MU 
MU 
MU 
MU 


ST 


Fund 

Shearson  Lehman  Brothers 

388  Greenwich  Street 
New  York,  NY  10013 
(212)  564-8068 

Shearson  Aggressive  Growth 
Shearson  Appreciation  Fund 
Shearson  California  Municipals 
Shearson  Equity-Growth  &  Oppor 
Shearson  Equity-International 
Shearson  Equity-Sector  Analysis 
Shearson  Equity-Strategic  Investors 
Shearson  Fundamental  Value  Fund 
Shearson  Global  Opportunities 
Shearson  High  Yield  Fund 

Shearson  Income-Divers  Strategic  BC 

Shearson  Income-Global  Bond  G! 

Shearson  Income-High  Income  Jl 

Shearson  Income-Mortgage  Bt 

Shearson  Income-Option  Income  SI 
Shearson  Income-Tax-Exempt  income        Ml 

Shearson  Income-Utilities  Bf 

Shearson  Invest-Directions  Value  SI 

Shearson  Invest-European  SI 

Shearson  Invest-Govt  Securities  BC 

Shearson  Invest-Growth  SI 

Shearson  Invest-lnvest  Grade  Bond  BC 

Shearson  Invest-Precious  Metals  GS 

Shearson  Invest-Special  Equities  SI 

Shearson  Managed  Governments  BC 

Shearson  Managed  Municipals  MU 

Shearson  Multiple  Opportunities  ST 

Shearson  New  York  Municipals  MU 

Shearson  1990s  Fund  SI 

Shearson  Principal  Retum  U 

Shearson  Short-Term  World  Income  GB 

Shearson  Small  Capitalization  SI 

Shearson  Telecommunications-Growth  ST 

Sheffield  Investments 

41  Madison  Avenue 
New  York.  NY  10010 
(800)  922-7771 

Blanchard  Precious  Metals  Fund  GS ' 

Blanchard  Strategic  Growth  GS 

Signature  Financial  Group 

6  Saint  James  Avenue 
9th  Floor 

Boston.  MA  02116 
(617)423-0800* 

FundTrust-Growth  &  Income  BA 

Sit  investment  Associates 
90  South  Seventh  Street 
Suite  4600 

Minneapolis,  MN  55402 
(800)  332-5580 

Sit  New  Beginning  Growth  Fund  ST 


'Will  accept  collect  calls. 
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i. 

Type 

th  Barney,  Harris  Upham  &  Co 

Sixth  Avenue 

York,  NY  10105 

I  644-7835 

ional  Liquid  Reserves-Cash 

MM 

ional  Liquid  Reserves-Retirement 

MM 

th  Barney  Equity  Fund 

ST 

;ith  Barney-Income  &  Growth 

ST 

ith  Barney-US  Government 

BD 

ith  Barney  Muni  Bond-California 

MU 

ith  Barney  Muni  Bond-National 

MU 

:-Free  Money  Fund 

MM 

itage  Money  Market-Cash 

MM 

Sen  Securities  Corp 

Rockefeller  Plaza 

» York,  NY  10020 

0)  334-2143 

iGen  International  Fund 

_ST 

und  Shore  Fund 

(B 

Box  1810 

Penwich,  CT  06836 

1 33)  629-1980* 

. 

und  Shore  Fund 

ST 

utheastern  Asset  Management 

0  Ridgelake  Boulevard 

lite  301 

wnphis,  TN  38120 

10)  445-9469 

iM  Small  Cap  Fund 

ST 

H 

iM  Value  Trust 

ST 

ifereign  Advisers 

85  Old  Eagle  School  Road 

uite  515A 

h)K.  PA  19087 

215) 254-0703* 

^■1 

tovereign  Investors 

"■"fF 

itate  Bond  Sales  Corp 

1400  Normandale  Lake  Boulevard 

Suite  1100 

Minneapolis,  MN  55437 

(800)  328-4735 

State  Bond  Common  Stock  Fund 

ST 

State  Bond  Diversified  Fund 

ST 

Stein  Roe  &  Farnham 

PO  Box  1131 

Chicago,  IL  60690 

(800)  338-2550 

SteinRoe  Capital  Opportunities 

ST 

SteinRoe  High  Yield  Municipals 

MU 

SteinRoe  Intermediate  Bond  Fund 

BD 

SteinRoe  Intermediate  Municipals 

MU 

SteinRoe  Managed  Municipals 

MU 

SteinRoe  Special  Fund 

ST 

SteinRoe  Stock  Fund 

ST 

SteinRoe  Tax-Exempt  Money  Fund 

MM 

St 

einRoe  Total  Return  Fund 

BA 

■iccept  collect  calls 
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Finally,  a  variable  annuity  that  makes  sense 

INTRODUCING  THE 

VANGUARD 
VARIABLE  ANNUITY 

PLAN 


If  you  are  a  long-term 
investor  looking  for  a 
tax-advantaged  way  to  build 
assets,  consider  the  new 
Vanguard  Variable  Annuity 
Plan,  The  Vanguard  Group 
has  joined  with  National 
Home  Life  Assurance  Com- 
pany to  offer  a  variable  annu- 
ity that  reduces  the  high  costs 
and  complexities  typically 
associated  with  such  annuities. 

The  Vanguard  Variable 
Annuity  Plan  is  a  low-cost, 
tax-deferred  insurance  con- 
tract using  four  specially  cre- 
ated Vanguard  mutual  fund 
portfolios— stock,  bond,  bal- 
anced, and  money  mari^et— 
as  underlying  investments. 
There  are  no  sales  commis- 
sions or  "surrender"  charges. 
And  to  lower  the  cost  of  invest- 
ing further,  the  Plan  expects 
to  maintain  annual  expenses 
of  approximately  1.08%,  less 
than  one-half  the  2.28% 
expenses  of  the  average  vari- 
able annuity.*  All  things  being 
equal,  lower  costs  mean 
higher  returns. 

This  Plan  is  well  suited  for 
investors  who  have  exhausted 
other  methods  of  tax-deferred 
investing  (such  as  IRAs,  SEPs, 


and  Keoghs),  and  for  those 
\\iio  wish  to  make  larger 
contributions  than  qualified 
retirement  plans  allow. 

Investments  may  be  made 
in  one  lump  sum  or  by  peri- 
odic payments  with  an  initial 
minimum  investment  of 
$5,000  (no  less  than  $1,000  in 
any  Portfolio). 

Call  1-800-522-5555 

For  a  Free 

Information  Kit. 

*Source:  Variable  Annuity  Research  and 
Data  Services  (VARDS*) 

I 1 

Please  send  me  a  free  Vanguard 
Variable  Annuity  Plan  Informa- 
tion Kit  including  prospectuses 
that  contain  more  complete 
information  on  advisory  fees, 
distribution  charges,  and  other 
expenses.  I  will  read  both  pro- 
spectuses carefully  before  I 
invest  or  send  money 

Vanguard  Variable  Annuity  Plan 

P.O.  Box  2800 
Valley  Forge,  Pennsylvania  19482 

Name 


Address. 
City 


State. 
Zip 


FBCI  245 


THAfeui^aiardcROUP 
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The  Vanguard  Variable  Annuity  Plan,  a  flexible  premium,  multi-funded, 
variable  annuity  is  issued  by  National  Home  Life  Assurance  Company,  a 
member  of  the  Capital  Holding  family  Valley  Forge,  PA.  This  plan  is  not 
currently  available  in  all  states.  ®  The  vanguard  Group  i99i 
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FUND  SURVEY 


Fund 

Type 

Stonebridge  Capital 

1801  Century  Park  East 

Suite  1800 

Los  Angeles,  CA  90067 

(213)  277-1450* 

National  Industries  Fund 

ST 

[■  Strategic  Distributors 

'  2030  Royal  Lane 

§m 

Dallas,  TX  75223 

B 

(800)  527-5027 

■ 

Strategic  Investments  Fund 

FS 

Stratton  Management 

610  West  Germantown  Pike 

Suite  361 

Plymouth  Meeting,  PA  19462 

(800)  634-5726 

Stratton  Monthly  Dividend  Shares 

ST 

Strong/Corneliuson  Capital  Management 

PO  Box  2936 

.^ 

Milwaukee,  Wl  53201-2936 

*itl^¥:. 

(800)  368-3863 

Strong  Advantage  Fund 

BD 

Strong  Discovery  Fund 

ST 

Strong  Investment  Fund 

BA 

Strong  Municipal  Money  Market 

MM 

Strong  Opportunity  Fund 

ST 

Strong  Total  Return  Fund 

BA 

SunAmerica  Asset  Management 

10  Union  Square  East 

New  York,  NY  11003 

(800)  858-8850 

Home  Investors  Government  Income 

BD 

SunAmerica  Balanced  Assets  Fund 

BA 

SunAmerica  Capital  Appreciation 

ST 

SunAmerica  Multi -Asset-Total  Return 

BA 

SunAmerica  Equity-Aggressive  Growth 

ST 

SunAmerica  Equity-Growth 

ST 

SunAmerica  Equity-US  Government  Sees 

BD 

Sunstone 

207  East  Buffalo  Street 

Suite  315 

Milwaukee,  Wl  53202 

(414)  271-5885* 

Portico-Equity  Index  Fund 

ST 

Portico-Income  &  Grovrth  Fund 

ST 

Portico-Money  Market  Fund 

MM 

Portico-Special  Growth  Fund 

ST 

TBC  Funds  Distributor 

103  Bellevue  Parkway 

Wilmington,  DE  19809 

(302)  792-6400  (local);  (800)  441-7379 

HT  Insight-Equity  Fund 

ST 

Pierpont  Capital  Appreciation  Fund 

ST 

Pierpont  Equity  Fund 

ST 

Pierpont  Tax-Exempt  Bond  Fund 

MU 

Fund 

Type 

Templeton  Funds  Distributors 

PO  Box  33030 

St  Petersburg,  FL  33733-8030 

(813)  823-8712  (local) ;  (800)  237-0738 

Templeton  Foreign  Fund 

FS 

Templeton  Global  Opportunities 

GS 

Templeton  Growth  Fund 

GS 

Templeton  Income  Fund 

GS 

Templeton  Real  Estate  Securities 

GS 

Templeton  Smaller  Companies  Growth 

GS 

Templeton  Value  Fund 

GS 

Templeton  World  Fund 

GS 

Thomson  McKinnon  Investor  Services 

One  Station  Place 

Stamford,  CT  06902 

(203)  352-4900  (local) ;  (800)  628-1237 

Thomson  Fund-Global 

GS 

Thomson  Fund-Growth 

ST 

Thomson  Fund-Income 

BD 

Thomson  Fund-Opportunity 

ST 

Thomson  Fund-US  Government 

BD 

Thornburg  Securities 

119  East  Marcy  Street 

Suite  202 

Santa  Fe,  NM  87501 

(505)  984-0200  (local);  (800)  847-0200 

Limited  Term  Municipal-National 

MU 

TNE  Fund  Group 

399  Boylston  Street 

Boston,  MA  02116 

(800)  343-7104 

CGM  Capital  Development  Fund 

ST 

CGM  Mutual  Fund 

BA 

ITB-Growth  Opportunities 

ST 

ITB-Premium  Income 

BD 

New  England  Balanced  Fund 

ST 

New  England  Cash  Mgmt-MM 

MM 

New  England  Government  Securities 

BD 

New  England  Growth  Fund 

ST 

New  England  Retirement  Equity 

ST 

New  England  Tax-Exempt  Income 

MU 

Transamerica 

1000  Louisiana 

Suite  6200 

Houston,  TX  77002-5098 

(800)  343-6840 

Transamerica  California  Tax-Free  Inc 

MU 

Transamerica  Capital  Appreciation 

ST 

Transamerica  Govt  Securities 

BD 

Transamerica  Growth  &  Income 

BA 

Transamerica  Special  Emerging  Grow 

ST 

Transamerica  Special  Govt  Income 

BD 

Transamerica  Sunbelt  Growth  Fund 

ST 

Fund 

Trusteed  Funds 

One  Winthrop  Square 

Boston,  MA  02110 

(800)  462-1199  (local) ;  (800)  343-2902 

Commonwealth  Investment-Balanced 

Twentieth  Century  Investors 

PO  Box  419200 

Kansas  City,  MO  64141-5200 

(815)  531-5575  (local):  (800)  345-2021 


20th  Century 
20th  Century 
20th  Century 
20th  Century 
20th  Century 
20th  Century 
20th  Century 
20th  Century 


Balanced  Investors 
Giftrust  Investors 
Growth  Investors 
Heritage  Investors 
Select  Investors 
Ultra  Investors 
US  Governments 
Vista  Investors 


United  Services  Advisors 

PO  Box  29457 

San  Antonio.  TX  78229-0467 

(512)  696-1234  (local);  (800)  873-8637 

United  Services-Global  Resources 
United  Services-Gold  Shares 
United  Services-World  Gold  Fund 

US  Boston  Investment 

Lincoln  North 

Lincoln,  MA  01773 

(617)  259-1144  (local);  (800)  872-7866 

US  Boston  Inv-Growth  &  Income 

USAA  Investment  Management  Co 

USAA  Building 

9800  Fredericksburg  Road 

San  Antonio.  TX  78288 

(512)  498-4499  (local);  (800)  531-8181 

USAA  Investment-Balanced 
USAA  Investment-Cornerstone  Fund 
USAA  Investment-Gold  Fund 
USAA  Investment-International 
USAA  Mutual-Aggressive  Growth 
USAA  Mutual-Growth  Fund 
USAA  Mutual-Income  Fund 
USAA  Mutual-Income  Stock  Fund 
USAA  Mutual-Money  Market 
USAA  Tax-Exempt-California  Bond 
USAA  Tax-Exempt-Califomia  MM 
USAA  Tax-Exempt-High  Yield 
USAA  Tax-Exempt-Intermediate 
USAA  Tax-Exempt-Money  Market 
USAA  Tax-Exempt-Short-Term 


b; 

s 

Si 
Sll 


«, 


B* 

GS 

FS 

FS 

ST 
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•Will  accept  collect  calls. 
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Type 

Kf&G  Investment  Services 

B  Light  Street 

■timore.  MO  21202 

Hi)  625-5698  (local) :  (800)  323-8734 

■e-Hougtiton  Fund  B 

BA 

fte-Hougtiton  Growth  Fund 

ST 

jropean  Emerging  Companies  Fund 

FS 

«r-the-Counter  Securities  Fund 

ST 

ST  Securities 

0  Concord  Financial  Group 

63  Girard  Avenue.  Suite  306 

Jclla.  CA  92037 

00)  233-1136 

ST  Master  Funds-Equity 

ST 

ST  Master  Funds-Govt  Money 

MM 

ST  Master  Funds-International 

FS 

1ST  Master  Tax-Exempt-Intermediate 

MU 

1ST  Master  Tax-Exempt-Short-Term 

MM 

alue  Line  Securities 

11  Third  Avenue 

lew  York.  NY  10017 

800)  223-0818 

li\\ie  Line  Convertible  Fund 

ST 

^alue  Line  Fund 

ST 

falue  Line  Income  Fund 

ST 

Value  Line  Leveraged  Growth  \m 

ST 

Value  Line  Special  Situations  Fund 

ST 

Value  Line  Tax-Exempt-High  Yield 

MU 

Value  Line  US  Government  Sees 

BD 

Van  Eck  Securities  Corp 

(22  East  42nd  Street 

4?nd  Roor 

New  York.  NY  10168 

(212)  587-5200*  (local) ;  (800)  221-2220 

Van  Eck  Gold/Resources  Fund 

GS 

Van  Eck  International  Investors 

FS 

Van  Eck  World  Income  Fund 

GB 

Van  Eck  World  Trends  Fund 

GS 

Van  Kampen  Merritt 

1001  Warrenville  Road 

Lisle,  IL  60532 

J  (708)  719-6000  (tocal);  (800)  225-2222 

J 

•Will  accept  collect  calls. 
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Looking  At  Small  Companies 
Is  Looking  Smarter. 


The  Fund  s  tola!  return  as  of 
June  .30.1991  was: 

CLV1liUTI\T, 
T(  )T.M.  RFTURN 

AVERAGE  .ANNUAL 
TOTAl.  RETURN 

ONE  YEAR 

July  1.1990  to  June  30, 1991 

14.37* 

14.37* 

FIVE  YEARS 

July  1. 1986  toJune  30, 1991 

53.73* 

8.98* 

UFE  OF  FUND 

Dec.30. 1985  to  June  30. 1991 

85.56* 

11.89* 

That's  why  the  Legg  Mason  Special 
Investment  Trust  is  worth  a  second  look. 
Legg  Mason  Special  Investment  Trust  is  a 
common  stock  fund  seeking  capital  appre- 
ciation through  investment  in  smaller 
companies.  A  $1,000  minimum  investment 
is  required. 

The  investment  return  and  principal 
value  of  an  investment  in  the  fund  will  fluc- 
tuate so  that  an  investor's  shares,  when 
redeemed,  may  be  worth  more  or  less  than 
their  original  cost. 

The  returns  shown  are  based  on 
historical  results  and  are  not  intended  to 
indicate  future  performance. 


Calculations  include  reinvestment  of 
capital  gains  and  dividends. 

For  a  prospectus  containing  more 
complete  information,  including  charges 
and  expenses,  call  1-800-822-5544.  Read  it 
carefully  before  investing  or  sending  money. 


LEGG 
MnSDH 


Special 
mestmentDvst 


Ijt^g  Mason:  An  Inveslmfiit  Tradition  Since  1899 

tlie  Legg  Mason  Tower.  Baltimore.  MD  21203 

Available  exclusively  through  Le^  Masoa 

This  ad  does  not  constitute  an  offer  in  any  state 
in  which  such  an  offer  cannot  lawfully  be  made. 


INVESTOR 
ALERT! 


If  you  don't  have  the  time  to  keep  up  with  all  the 
nuances  of  the  market  or  to  follow  hundreds  of 
investment  opportunities  yourself,  mutual  funds 
could  be  the  answer  to  profitable  investing. 

Beginning  on  page  285  is  the  FORBES  MUTUAL 
FUNDS  PORTFOUO. 

It's  where  many  of  the  leading  funds  are  making 
their  prospectuses  available  free  to  FORBES 
readers.  And  a  prospectus  is  a  great  way  to 
discover  a  fund  that's  right  for  you. 

Take  adv^antage  of  this  offer 

Use  the  postpaid  reply  card  .  tx  i 

that  is  in  the  section.  ^^P'^^'*^MP^ 


Forbes 
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FUND  SURUEY 


Fund 

Type 

Van  Kampen  Merritt  Growth  &  Inc 

ST 

Van  Kampen  Merritt  High  Yield 

JU 

Van  Kampen  Merritt  Insured  T-F 

MU 

Van  Kampen  Merritt  Prime  Rate  Inc 

BD 

Van  Kampen  Merritt  T-F  Hi  Income 

MU 

Van  Kampen  Merritt  US  Government 

BD 

Vanguard  Group  of  Investment  Cos 

PO  Box  2600 

MS  136 

Valley  Forge,  PA  19482 

(215)  648-6000*  (local);  (800)  662-7447 

Vanguard  Asset  Allocation 

BA 

Vanguard  Bond  Market  Fund 

BD 

Vanguard  California  T-F-lns  L-T 

MU 

Vanguard  California  T-F-MM 

MM 

Vanguard  Convertible  Securities 

BA 

Vanguard  Equity  Income  Fund 

ST 

Vanguard  Explorer  Fund 

ST 

Vanguard  Fixed  Income-GNMA 

BD 

Vanguard  Fixed  Income-High  Yield 

JU 

Vanguard  Fixed  Income-Invest  Grade 

BD 

Vanguard  Fixed  Income-Short-Term 

BD 

Vanguard  Fixed  Income-S-T  Govt  Bond 

BD 

Vanguard  Fixed  Income-US  Treasury 

BD 

Vanguard  lndex-500  Portfolio 

ST 

Vanguard  Index-Extended  Market 

ST 

Vanguard  IntI  Equity  Index-Europe 

FS 

Vanguard  IntI  Equity  Index-Pacific 

FS 

Vanguard  MM  Reserves-Federal 

MM 

Vanguard  MM  Reserves-Prime 

MM 

Vanguard  MM  Reserves-US  Treas 

MM 

Vanguard/Morgan  Growth  Fund 

ST 

Vanguard  Muni  Bond-High  Yield 

MU 

Vanguard  Muni  Bond-Insured  L-T 

MU 

Vanguard  Muni  Bond-Intermediate 

MU 

Vanguard  Muni  Bond-Limited  Term 

MU 

Vanguard  Muni  Bond-Long-Term 

MU 

Vanguard  Muni  Bond-Money  Market 

MM 

Vanguard  Muni  Bond-Short-Term 

MU 

Vanguard  NJ  Tax-Free-Insured  L-T 

MU 

Vanguard  NJ  Tax-Free-MM 

MM 

Vanguard  New  York  Insured  Tax-Free 

MU 

Vanguard  Penn  Tax-Free-Insured  L-T 

MU 

Vanguard  Penn  Tax-Free-MM 

MM 

Vanguard  Primecap  Fund 

ST 

Vanguard  Quantitative  Portfolios 

ST 

Vanguard  Small  Cap  Stock 

ST 

Vanguard  Special-Energy 

ST 

Vanguard  Special-Gold  &  Prec 

FS 

Vanguard  Special-Health  Care 

ST 

Vanguard  STAR  Fund 

BA 

Vanguard  Trustees  Commingled-lntI 

FS 

Vanguard  Trustees  Commingled-US 

ST 

Vanguard  Wellesley  Income  Fund 

BA 

Vanguard  Wellington  Fund 

BA 

Vanguard  Windsor  Fund 

ST 

Vanguard  Windsor  II 

ST 

Vanguard  World-lntI  Growth 

GS 

Vanguard  World-US  Growth 

GS 

Fund 

Type 

Venture  Advisers 

PO  Box  1688 

Santa  Fe,  NM  87504-1688 

(505)  983-4335  (local);  (800)  279-0279 

New  York  Venture  Fund 

ST 

RPF  of  America-Equity  Fund 

ST 

Vista  Mutual  Funds 

Chase  Service  Center 

PO  Box  419392 

Kansas  City,  MO  64179 

(800)  348-4782 

Vista  Growth  &  Income  Fund 

ST 

Voyageur  Fund  Distributor 

100  South  Fifth  Street 

Suite  2200 

Minneapolis,  MN  55402 

(800)  553-2143 

Voyageur  Minnesota  Tax-Free  Fund 

MU 

Waddell  &  Reed 

^IPP 

6300  Lamar  Avenue  PO  Box  29217 

""  "     ' 

Shawnee  Mission,  KS  66201 

(913)  236-2000  (local) ;  (800)  366-5465 

United  Accumulative  Fund 

ST 

United  Bond  Fund 

BD 

United  Continental  Income  Fund 

BA 

United  Gold  &  Government  Fund 

FS 

United  Government  Securities 

BD 

United  High  Income  Fund 

JU 

United  High  Income  Fund  II 

JU 

United  Income  Fund 

ST 

United  International  Growth 

FS 

United  Municipal  Bond  Fund 

MU 

United  Municipal  High  Income 

MU 

United  New  Concepts  Fund 

ST 

United  Retirement  Shares 

BA 

United  Science  &  Energy  Fund 

ST 

United  Vanguard  Fund 

ST 

Washington  Funds  Distributors 

1101  Vermont  Avenue  NW 

Washington,  DC  20005 

(202)  842-5300  (local);  (800)  972-9274 

Growth  Fund  of  Washington 

ST 

Weiss,  Peck  &  Greer 

One  New  York  Plaza 
New  York,  NY  10004 

m 

(800)  223-3332 

WPG  Government  Securities  Fund 

BD 

WPG  Growth  &  Income  Fund 

ST 

WPG  Tudor  Fund 

ST 

Fund  Typej 

Weitz  Securities 

9290  West  Dodge  Road 
Suite  405 
Omaha,  NE  68114-3323 
(402)  391-1980* 

Weitz  Series  Fund-Value  ST 

Westcore  Funds 

600  Seventeenth  Street 

Suite  1605  South 

Denver.  CO  80202 

(303)  595-9156  (local);  (800)  666-0367 

Westcore-Basic  Value  Fund  STJ 

Westcore-MIDCO  Growth  Fund  ST 

Westcore-Modern  Value  Equity  ST| 

Wheat  First  Securities 

PO  Box  1357 
Richmond,  VA  23211 
(800)  472-0090 

Southeastern  Growth  Fund  ST  I 

Winsbury  Co 

1900  East  Dublin-Granville  Road 
Columbus,  OH  43229 
(800)  451-8377 

ASO  Outlook  Group  Equity  Fund  ST  I 

Emblem-Earnings  Momentum  Equity  ST 

Emblem-Relative  Value  Equity  Port  ST  I 

HighMark  Income  Equity  Fund  ST  ] 

Parkstone  Bond  Fund  BD  I 

Parkstone  Equity  Fund  ST 

Parkstone  High  Income  Equity  ST 

Parkstone  Intermediate  Govt  Oblig  BD 

Parkstone  Prime  Obliptions  MM  i 

Parkstone  Small  Cap  Value  ST 

Parkstone  Tax-Free  Fund  MM 

Wood  Logan 

1455  East  Putnam  Avenue 
Old  Greenwich.  CT  06870 
(800)  334-0575 

NA  Security-Moderate  Asset  Alloc  BA  I 

Yamaichi  Glotul  Fund 

Two  Worid  Trade  Center 

Suite  9828 

New  York.  NY  10048 

(212)  466-6805  (kx:al);  (800)  257-0228 

Yamaichi  Global  Fund  GS 

Zweig  Securities 

5  Hanover  Squa/e 
17lh  Fkxx 

New  Yorfc.  NY  10004 
(800)  272-2700 

Zweig  Series-Priority  Selcctwn 


'Will  accept  collect  calls. 
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The  Scores  Are  In. 
Judge  Fbr^tir  self 

Consistent,  long-term  performance  is  still  the  best  reason 
to  own  a  growth  fund.  So  check  out  our  numbers.  You'll  see  that 
there's  never  a  bad  time  to  invest  in  Kemper  Growth  Fund.  Call 
Kemper  at  1-800-733-7100,  ext.  1404,  for  a  free  kit  and  prospecuis 
containing  more  complete  information,  including  management 
fees  and  expenses.  Please  read  the  prospectus  carefully  before 
\  ou  invest  or  send  money 


Kemper  Growth  Fund 


I 


A  concern  for  your  future?* 

C 1991  Koapcr  Fnacal  Sor>iocv  Inu  Oacaf^i.  IL 


Kemper  Growth  Fund  Total  Rctuni 

'  Year-to-dite  total  return  through  ~  31  9L  35.04% 
^  Average  annual  total  return  for  the  K)-year  period 

ended  7  31-91;  15.47% 
'  Average  annual  total  return  for  the  5-year  period 

ended  7  31/9L  16.54% 
*  Average  annual  total  return  for  the  1-year  penod 

ended  7  3l'9L  2035% 
The  Fund's  returns  arc  based  on  historical  results 
and  art  not  necessarily  represcntanve  of  future  per- 
formance. Returns  and  net  asset  value  Wl  fluctu- 
ate Shares  are  redeemable  on  any  busuiess  day  ai 
the  then  current  net  asset  value,  which  nuy  be  more 

or  less  than  original  cost. 
Average  annual  total  return  and  total  return  are  each 
a  measure  of  the  net  investment  income  and  rcal- 
ucd  and  unrealized  capital  gain  ot  loss  from  the 
Fui¥f  s  investments  over  the  penods  spexified.  assum 
ing  reinvestment  of  all  dividends  and,  for  average 
annual  total  return  only  ad)UstnK3it  for  the  iiuxi- 
mum  sales  charge  of  5.'75%.  Average  annual  total 
return  is  the  average  annualized  change  over  the  1-, 
5-,  and  W  year  penods  ended  7  31 9L  Total  return 
IS  a  measure  of  the  aggregate  change  over  the  penod 
11  91  through  7  31  91  Total  return  for  the  1  year 
penod  ended  7  31  "91  is  2769%  Dunng  these  penods. 
secunties  pnces  fhictuated. 
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Ltmd^j^lut  else  can  gh^  you  SO  modi  idea^ 


T^e  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  huntmg, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  530,000 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  m  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  1WJ6 
Ft.  Garland,  CO  81 133. 
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OblaiiithoPfoportvRepdii  ri\iuif(M  iiy  I  ru.  I  r  ,a  i^,'  i,.'(,' 
ludged  the  merits  or  valuo,  il  .iny,  o(  tins  proiiorty  rtni.il  Cirrlil  and  ■ 
statement  has  boon  tiiod  wiifi  iho  Socrotaty  ol  SMi."  ol  the  SUtio  ol  N^ 
o(  the  sale  ot  Iwist!  < )r  oMer  (i  11  s.  ilixif  louse  by  Iho  So(  reiar y  ot  Stale o( ' 
upon  the  merits  ol  such  odet iiuj  A  cony  ol  the  olloimg  slatomonl  i>. 
Ranches  NYAHti  1M  A  statement  ol  Record  tiled  with  the  New  if-.,  , 

to  bo  ottered  to  New  Jersey  residents,  but  does  not  pass  upon    

Ollenng  Slalemeni  and  read  it  bolore  signing  anything  NJA  i(Hh>i  .  imMi 
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BY  ERIC  S.  HARDY 


The  apparent  end  of  the  recession 
thould  prolong  investor  interest  in 
tmall -capitalization  stocks.  Histori- 
zally,  many  groups  of  small -capitaliza- 
i  stocks  have  beaten  the  overall 

larket  at  the  beginning  of  a  recovery. 
Small  caps  have  raced  ahead  of  blue 
;hips  so  far  this  year,  to  be  sure,  but 

len  they  had  a  lot  of  catching  up  to 
io.  So  Prudential  Securities'  director 
|of  small-cap  research,  Claudia  Mott, 
I  says  there  is  room  left  for  gains  among 
companies  with  market  values  under 
$500  million.  Mott's  picks  include 
RasterOps,  which  makes  graphic  de- 
sign equipment,  home-builder  phm 
Corp.  and  First  Tennessee  National 
Corp.,  a  $7  billion  (assets)  bank  hold- 
ing company.  "They're  all  selling  be- 
low the  S&P  earnings  multiple  [cur- 
rendy  18]  and  they  had  positive  earn- 
ings surprises  for  the  latest  quarter," 
Mott  says.  "Also,  their  earnings  are 
expected  to  increase  by  at  least  10% 
this  year  and  in  1992." 


Special  focus 


A  weighted  portfolio  of  150  leading 
U.S.  bank  stocks  lagged  the  market  by 
almost  8  percentage  points  a  year  since 
1986.  But  since  November  of  last  year 
the  total  return  on  these  banks  was  22% 
better  than  the  s&p  500.  The  recovery 
first  started  with  western  banks,  but 
Barra,  which  has  a  computer  model 
that  attempts  to  isolate  the  regional 
effect  from  other  factors  in  bank  stock 
performance,  reports  that  regional  dif- 
ferences may  be  narrowing.  Chase 
Manhattan  and  J. P.  Morgan,  for  in- 
stance, recently  reported  better  than 
expected  earnings. 


Relative  performance  of  bank  regions 
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The  overall  market 


The  Barra  All-US  index 

12-month  closeup 

2400 

2200 

Index  as  of  8/8/91 

Market  value:  $3,508.8  billion 
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Total  return 

1800     W      f\\ 

i 

Last  4  weeks 

2.9% 

3.2% 
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The  best  and  worst  performing  stocks^ 


The  best  and  worst  performing  industry  factors' 


Closeup  on  the  market                                                                      | 

Index  or  investment 

2-week  change 

%  change  from               1 
1  year             5-year  high     | 

Barra  All-US  index 

1.6% 

WM 

14.5% 

-0.4% 

Sharpe/Barra Growth  index' 

1.2 

m 

23.4 

0.0 

Sharpe/Barra  Value  index  ^ 

3.3 

1^^ 

11.1 

-0.4 

Dow  iones  industrials 

1.1 

■ 

9.2 

-0.7 

SIP  500 

2.2 

■■ 

14.5 

-0.3 

NYSE 

2.1 

■^ 

14.5 

23.3 

7.4 

0.0 
-0.4 
-1.0 

Nasdaq 

3.9 

■■■■ 

Amex 

0.4 

1 

EAFE' 

-0.6 

I 

-11.0 
-10.3 

-22.9 
-22.7 

CRB  index*' 

0.7 

■ 

Gold' 

-1.8  ■ 

■ 

-3.0 

-28.7 

Yen' 

-1.9H 

■ 

-9.4 

-16.9 
-47  5 

Oil' 

0.7 

■ 

6.4 

Best 

Price 

2-week 
change 

1991 
EPS' 

Worst 

Price 

2-week 
change 

1991 
EPS' 

Noth  American  Vaccine 

14 '/a 

72% 

NA 

Utilx 

93/8 

-32% 

$0.86 

ICOS 

16  3/8 

64 

NA 

CIS  Technologies 

5 

-31 
-27 
-25 
-24 

0.05 
0.65 
0.44 
0.21 

Compression  Labs 

19 '/2 

36 
31 

$0.55 
NA 

DSC  Communications 
Jones  Medical  Industries 

4 
7 '/a 

WMS  Industries 

14% 

TeradaU 

18  3/4 

30 

0.01 

Coavei  Computer 

103/4 

Best 
Real  estate 

2-week 
change 

1.0% 

Since 
12/31/90 

30.8% 

Worst 

Air  transport 

2-week 
change 

-5.5% 

Since 
12A31/90 

16.1%          ! 

Leisure,  luxury 

8.6 

31.8     • 

Precious  metals 

^.0 

3.1 

-25 

1  8 

-15.1              ' 
9.2             ? 
-9.5 

Thrift  institutions 
Water  transport 

8.5 
6.4 

19.6 
24.9 

Aluminum 
Coal,  uranium 
Motor  vehicles 

Coi—Uci 

5.3 

27.2 

Note:  Data  for  period  ending  8/8/9 1  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  o»  foreign  stocks  tradir«g  on  U.S.  markets 
ADRs,  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  largeopitalization  stocks  that  has  high  historical  earnings  powth  and  has  predicted  above  average  earnings 
growth.  'Total  return  of  a  portfolio  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  pfice-to-earnings  ratios.  ' A  dollar-denominated  capitaliatnn 
weighted  index  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source  Morgan  Stanley  Capital  International  Perspective.  *  Index  of  21  commodity  futures.  *  Knight-ftidder 
Financial  Information.  '■During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  Lynch,  Jones  &  Ryan  "Shows  return  to  the  industry  factor  after  controllir^  tor  otfter  influences 
including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  m  two  or  more  groups  NA:  Not  available   Principal  source  B*Ta,  Inc  .  Berkeley.  Calif 
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The  biggest  new  isisties' 


Company/business 

Ouracell  Intl/batteries 

IntI  Specialty  Products/specialty  chemicals 

AnnTaylor  Stores/women's  apparel 

Haemonetics/blood  processing  equip 

Regeneron  Pharmaceuticals/pharmaceuticals 

BWIP  Holding/fluid  transfer  &  control  sys 

Vigoro/fertilizer 

AES/air-conditioning  svcs 

Caldor/discount  stores 

Carlisle  Plastics/plastic  prods 


Performance  update 


Is  the  new  issues  market  getting  over- 
heated? By  one  measure,  volume,  it  is. 
Securities  Data  Co.  of  Newark,  N.J. 
reports  that  in  the  second  quarter  of 
1991  there  were  88  new  corporate 
issues  that  had  $5  million  or  more  in 
market  capitalization  and  an  offering 
price  of  at  least  $2.50  a  share.  In  the 
year-earlier  quarter  there  were  only 
49  such  new  issues. 

But  this  market  differs  in  one  im- 
portant respect  from  1983's  bubbly 
market:  The  parade  of  first-time  issu- 
ers is  led  by  a  number  of  established 
companies.  For  example,  Duracell  In- 
ternational, AnnTaylor  Stores  and 
Caldor  offered  new  stock  last  quarter. 
Recent  offerings  include  Enquirer/ 
Star  Group,  which  publishes  tabloid 
newspapers,  and  Ronald  Perelman's 
Marvel  Entertainment  Group,  which 
is  famous  for  Spiderman,  Captain 
America  and  other  comic  heroes. 

The  spurt  of  offerings  could  end  as 
quickly  as  it  began.  "[Initial  public 
offerings]  are  like  the  flu,"  says  Mark 
Basch,  assistant  vice  president  at  Secu- 
rities Data.  "Once  they  catch  on,  they 
run  their  course,  and  after  that  there 
are  only  scattered  cases  until  the  next 
season  starts."  Basch  thinks  the  large 
number  of  established  companies  go- 
ing public  is  a  sign  of  economic  recov- 
ery rather  than  of  an  (nerheated  new 
issues  market. 


Exchange 

Offer 
date 

Offer 
price 

Recent 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  date 
absolute    rei  to  inkt 

n 

5/1/91 

15 

15  1/2 

22 

15'/2 

366 
217 

Merrill  Lynch 
Merrill  Lynch 

47% 
0 

150 

n 

6/24/91 

100 

n 

5/16/91 

26 

28^8 

127 

Merrill  Lynch 

11 

111 

n 

5/9/91 

22 

25 

106 

First  Boston 

14 

117 

0 

4/2/91 

22 

11 '/8 

99 

Merrill  Lynch 

-49 

52 

0 

5/23/91 

14 

14 '/2 

93 

Goldman,  Sachs 

0 

101 

n 

5/20/91 

14'/2 

15  3/4 

93 

Merrill  Lynch 

13 

113 

0 

6/25/91 

19 

20  Vs 

91 

DU 

7 

107 

0 

4/24/91 

21 

20 '/8 

87 

Kidder,  Peabody 

-1 

103 

n 

5/15/91 

11 

9  % 

74 

First  Boston 

-:? 

82 

The  best  new  issues' 


Company/business 

Medimmune/biological  prods 
Danek  Group/surgical  prods 
AutoZone/auto  parts 
Quantum  Healtti  Res/home  health  care 
Duracell  Intl/batteries 


The  worst  new  issues' 


Offer 
price 

Offering 
($mii) 

Lead              Performance  to  date 
underwriter         absolute    rel  to  rokt^ 

9'/4 

23 

Morgan  Stanley           92% 

1% 

15 

27 

Smith  Barney,  Harris  80 

180 
147 
160 
150 

23 
12 
15 

60     Goldman,  Sachs          47 

30     Alex  Brown  &  Sons      58 

366      Merrill  Lynch              47 

Company/business 
Regeneron  Pharm/pharmaceuticals 
Cephalon/therapeutic  prods 
Sport  Supply  Group/sporting  goods 
OW  Office  Warehouse/office  furniture 
FA  Tucker  Group/electrical  svcs 


Offer 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  data 
absolute    rel  to  mkt' 

22 

99 

Merrill  Lynch 

-49% 

52 

18 

59 

Hambrecht  &  Quist 

-38 

64 

9'/2 

24 

PatneWebber 

-34 

67 

14 '/2 

29 

DLJ 

-33 

67 

6 

8 

First  Albany 

-29 

71 

The  most  active  investment  bankers  Industries  going  public 


Underwriter 

Total 
offerings 

Total  raised 
($mil) 

Industry 

Goldman,  Sachs 

8 

$1,262 

Banks 

Merrill  Lynch 

9 

1,054 

Chemicals 

Fi.  St  Boston 

8 

502 

Electronics 

Alex  Brown  &  Sons 

13 

405 

Health  services 

Salomon  Brothers 

8 

404 

Electric  &  gas 

Total 
otiermgs 

2 
16 

8 
16 

6 


Total  raised 
(Smil) 

$698 
665 
522  * 
484 
452 


Note:  Initial  public  offerings  of  common  equities  with  offer  date  of  4/1/91  to  6/30/91,  offering  price  of  $2.50  or  more  and  oftermg  value  of  $5  millton  or  more,  Cl08ed-«nd  funds 
limited  partnerstiips,  and  ADRs  (American  Depositary  Receipts)  of  corporations  already  traded  m  foreign  countries  are  excluded,  as  are  REITs  arxl  spinoffs.  'Last  quattar.  'Th 

ending  value  of  $100  invested  m  the  stock,  divided  by  ttie  ending  value  of  $1  invested  in  the  market,  "Latest  12  months  Source-  Secunti«s  Data  Co 
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"Did you  see 
the  cartoon 
where  the  guy 
says  to  his  wife. . " 


HEN  you  mail  the  special  coupon 
below,  you'll  be  able  here- 
after to  answer  yes. 


Yes,  you  saw  the  cartoon. 

Yes,  you  saw  what  Terrence  Rafferty  wrote 
about  the  movie. 

Yes,  you  caught  Edith  Oliver's  and  Mimi  Kra- 
mer's reviews  of  the  shows. 

Yes,  you  follow  Whitney  Balliett  on  jazz,  Arlene 
Croce  on  dance,  Andrew  Porter  on  classical 
music  and  Adam  Gopnik  on  the  art  world. 
Along  with  Holly  Brubach  on  fashion,  Connie 
Bruck  on  business  and  Naomi  Bliven  or  George 
Steiner  on  books. 

Yes,  you  relish  the  way  Elizabeth  Drew,  Andy 
Logan,  John  Newhouse  and  others  report  on 
politics.  Not  to  mention  the  all-round  reporting 
of  observers  like  Ian  Frazier,  Jane  Kramer, 
Calvin  Trillin,  Mark  Singer,  Susan  Sheehan  and 
Paul  Brodeur. 

Yes,  you  delight  in  the  work  of  poets  like  John 
Ashbery,  Amy  Clampitt,  James  Merrill,  W.S. 
Merwin,  Joseph  Brodsky  and  Czeslaw  Milosz. 

Yes,  you  revel  in  the  fiction.  Short  story  writers 
like  Garrison  Keillor,  Bobbie  Ann  Mason,  Mavis 
Gallant,  Cynthia  Ozick,  Alice  Munro,  Muriel 
Spark  and  John  Updike. 

Yes,  you  read  The  New  Yorker. 
Isn't  it  nice  to  be  in  on  it  all? 


Get  it  for  the 
basic  rate  of61.5<^ 
a  iveek  instead  of 
$1. 75  at  the  neu  'sstand. 
Mail  this  coupon. 


r" 


PLEA5E  ENTER  MY  5UD5CJ\IPTION  FOR  32  I55UE5  AT  THE 
REGULAR  RATE  OF  /I9.69  AND  DILL  MY  CREDIT  CARD 

Charge  my 

n  .MasterCard      Q  ^l^A     □  American  E.\press 


1 

Account  No. 

Exp  date 

Signature 

Name 

fHtose  prim 

Address 

Apt  No. 

City 

Slate 

Zip 

L.. 


D  Bill  me  direct  instead.  4Foa5 

D  Oh.  well.  Let's  make  it  easy.  Here's  my  check  for 
$19.69  now  as  payment  in  full 

Mai/io  jHE  NE^  YORKER 

20  West  4.^nl  Street.  New  "^  nrk.  \^   100.^6-7440 
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FRSTTHERUN 

SPREADS THROUGH 

YOUR  CHEST. 

THEN  IT  SPREADS 
THROUGH  YOUR 

mm 


Heart  disease  victims  aren't  the  only  ones  who  suffer  Sons  and 
daughters,  wives  and  husbands,  sisters  and  brothers,  friends  and 
colleagues  all  share  in  the  agony.  Remember  them  the  next  time 
you  tell  yourself  that  your  high-cholesterol  diet,  smoking  and  lack 
of  exercise  are  no  one's  business  but  your  own.  To  learn  more,  con- 
tact the  American  Heart  Association,  7320  Greenville  Ave.,  Box  22, 
Dallas,  TX  75231. 

You  can  help  prevent  heart  disease.  We  can  tell  you  how. 


American  Heart  Association  \P 


TNs  space  provKtod  as  a  puMc  s«rvic« 


it^ 


MONEY  &  INVESTMENTS 


ith  so  many  airlines  busted,  the  bonds 
strong  airlines  have  been  hurt.  An  opportunity 
Ir  yield-seeking  investors. 


ainted! 


BY  BEN  WEBERMAN 


30  Weberman  is  a  columnist 
Forbes  magazine. 


HERE  ARE  a  lot  of  bad  credits  in  the 
irline  industn',  but  there  are  good 
nes,  too.  The  reputation  of  the 
vhole  group  is  tainted  by  failed  Bran- 
ffs  and  Easterns.  Result:  Some  good 
elative  bargains  among  bonds  of 
luch  strong  carriers  as  American  Air- 
ines,  Delta  and  Southwest  and  their 
jarent  holding  companies.  A  touch 
ovver  in  credit  quality  is  United  Air- 
ines,  whose  debt  is  priced  even  more 
attractively. 

Unsecured  senior  debt  issues  of  the 
top  three  airlines  and  their  parent 
holding  companies  carry  yields  that 
are  1.2%  to  1.5%  over  the  rate  of 
return  on  benchmark  ten-year  Trea- 
sury issues.  The  added  return — the 
spread,  if  you  will — could  be  wider 
than  that  for  corporate  bonds  as  a 
whole  by  20  basis  points. 

The  safest  among  these  issues  are  in 
equipment  trust  certificates — bonds 
secured  by  specific  pieces  of  equip- 
ment. These  yield  around  V2%  less 
than  general  airline  obligations.  Ray 
mond  E.  Neidl,  an  industry  analyst  at 
Dillon,  Read  &  Co.,  believes  that 
obligations  secured  by  aircraft  pay 
handsomely  given  their  relatively  low 
risk.  He  especially  likes  United's 
12V2S  of  1995,  which  yield  10%  to 
maturity,  and  amr's  9%s  of  2000, 
yielding  9.8%. 

But  be  careful  with  equipment 
trusts.  Check  the  terms  of  the  cove- 
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nant  covering  the  equipment  trust 
certificates  to  ascertain  the  strength  of 
the  pledge  of  the  collateral.  Make  sure 
the  equipment  is  worth  considerably 
more  than  the  amount  of  the  loan  it 
secures.  Optimally,  aircraft  and  en- 
gines have  an  appraised  value  at  least 
1.5  times  the  debt  at  the  time  of 
borrowing.  Look,  too,  for  covenants 
that  permit  creditors  to  repossess  and 
resell  quickly,  within  60  days  of  de- 
fault; such  tight  terms  put  pressure  on 
borrowers  not  to  default. 

As  an  example.  Eastern  Air  Lines 
had  an  issue  with  three  tranches  of 
secured  equipment  trust  certificates. 
The  11¥4S  of  1993  have  first-priority 
claim  on  fiands  received  in  setdement 
of  aircraft  sales.  These  still  trade  at  a 
premium  over  par,  selling  at  122V2  in 
early  August.  Bondholders  will  be 
paid  from  bankruptcy  proceedings. 

Eastern's  second-priorit\'  certifi- 
cates, the  12%s  of  1996,  get  their 
share  of  payments  only  aft:er  first- 
priorit\'  claims  have  been  satisfied. 
These  were  recently  trading  at  62  y4. 
The  third-priority  secured  equipment 
taist  certificates  go  to  the  end  of  the 
line;  these,  the  1 3%s  of  200 1 ,  recently 
traded  for  just  2^2. 

There  are  good  buys  among  unse- 
cured airline  obligations,  too.  Con- 
sider amr's  $150  million  of  debt  mar- 
keted in  mid-July  by  Goldman,  Sachs; 
it  is  rated  Baal  by  Moodv's  and  BBB-t- 
by  s&p.  The  9.5%  bonds  due  1998  are 
noncallable  and  were  priced  to  yield 
140  basis  points  more  than  a  like- 
maturit\'  Treasur\'  note.  The  bonds 
are  currently  priced  at  101 V2. 

Eor  an  issue  with  a  longer  due  date. 
United  Airlines  a  few  davs  later  sold 
$300  million  of  Baa2/BBB  rated 
bonds  through  First  Boston  Corp. 
The  bonds  were  priced  at  99.134  for 
lO'As  due  2021,  to  yield  10.34%  to 
maturity — 185  basis  points  more  than 
30 -year  Treasur\'s. 

Airline  debt  offers  investors  oppor 


tunities  for  tax-fi-ee  income,  too. 
Nancy  Utterback,  vice  president  of 
municipal  research  at  Kidder,  Pea- 
body  &  Co.,  likes  airport  facilities' 
bonds  backed  by  leases  or  other  t)'pes 
of  revenues  from  airline  users  of  ter- 
minals. Interest  on  these  is  exempt 
from  federal  taxes  and  from  taxes  of 
the  state  of  the  issuer — but  they  are 
subject  to  the  alternative  minimum 
tax.  These  are  issues  created  for  the 
benefit  of  an  airline  using  the  termi- 
nal. Debt  service  of  such  issues  is  paid 
by  the  airline  as  rent  on  its  lease,  with 
the  lease  itself  sometimes  being  part 
of  the  collateral. 

American,  for  example,  has  more 
than  $3  billion  of  special  facility'  reve- 
nue bonds  involving  a  dozen  or  so 
airports.  These  tax-free  bonds  are  rat- 
ed A3/BBB-t-,  and  two-thirds  of  the 
issues  are  also  backed  by  an  uncondi- 
tional promise  to  pay  by  amr,  the 
airline's  parent  holding  company. 
American  special  facilit}'  revenue 
bonds  for  Dallas/Fort  Worth  include 
A3/BBB-rated  7V2s  due  2025,  of- 
fered to  yield  7.56%. 

Airport  facilit>'  bonds  of  Delta  are 
rated  A3/A-.  City  of  Atlanta  special 
purpose  facilirs'  bonds  for  Delta  7Vios 
of2018  yield  7.3%. 

One  of  the  more  interesting  plays 
for  investors  among  the  special  facility 
issues  involves  United  Airlines  bonds, 
says  Utterback,  because  credits  of 
United  are  still  priced  more  generous- 
ly than  the  others,  even  though  credit 
quality  is  not  substantially  poorer. 
United  special  facilitv'  bonds  involve 
Chicago  O'Hare  International  Air- 
port as  well  as  Los  Angeles  regional 
airports.  United  8.95s  due  2015  for  a 
Chicago  O'Hare  terminal  yield 
7.68%,  paying  more  than  either  the 
American  or  Delta  bonds.  At  the  time 
these  airport  tacilit)'  bonds  were 
priced,  the  Botid  Buyer  revenue  bond 
index  of  the  vicld  on  A- rated  revenue 
bonds  was  7.07%. 

One  bit  of  caution.  All  but  older 
revenue  bonds,  those  issued  prior  to 
the  Tax  Reform  Act  of  1986,  are 
subject  to  the  alternative  minimum 
tax.  These  post- 1986  bonds  carr)' 
yields  of  around  20  basis  points  over 
non  AMI  bonds. 

Eor  investors  who  don't  have  to 
worry  about  the  alternative  minimum 
tax,  the  newer,  higher-yielding  bonds 
are  the  better  buy.  ■■ 
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Will  bank  failures  proliferate? 
If  they  do,  the  stock  market 
will  take  the  news  in  stride. 

Who  cares 
about  bankeirs.^ 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  He  has  written  two  books:  The 
Wall  Street  Waltz  an6  Super  Stocks. 


If  lots  of  banks  fail,  stocks  will  go  up. 
I  don't  expect  lots  of  banks  to  fail, 
although  I'm  sure  some  will.  The 
market  will  not  mind  in  the  least. 

Why.^  Two  reasons.  The  total  cost 
of  bank  failures  is  less  than  most  folks 
envision.  For  $50  billion  of  private 
sector  losses,  we  can  wipe  out  the  ten 
biggest  banks.  For  another  $50  bil- 
lion we  could  dust  the  next  150. 
Impact?  Lose  $100  billion  and  it's 
about  one  quarter's  GNP  growth  or 
about  the  same  as  two  Iraq  wars — 
perhaps  enougii  to  cause  a  recession 
in  our  $5  trillion  economy,  but  no 
more.  Even  that  might  be  a  modest 
price  to  pay  to  get  the  better  class  of 
banker  that  will  emerge  from  any 
wave  of  failures.  The  current  wave  of 
bankers  created  their  own  stupid 
loans.  Let  them  sutler  from  their  ow  n 
actions. 

Today's  major  economic  problem 
is  that  money  is  still  lar  too  light, 
despite  a  series  of  minor  loosening 
crtbrts  by  the  Fed  since  last  fall.  If 
failures  erupted,  the  Fed  would  k)os 
en  instantly  and  massively.  I  suspect 
Alan  Cireenspan  knows  he  will  l^^.x\\ 
Bush's  reelection  to  get  reappointed 
and  has  been  holding  his  holy  p<nvers 


back,  waiting  for  the  right  political 
moment. 

Some  uptight  people  fear  that  a 
loosening  by  the  Fed  would  unleash 
inflation,  the  dollar  would  fall,  and 
the  Fed  would  have  to  raise  rates  again 
to  defend  it.  1  disagree.  There's  too 
much  excess  capacity'  around,  and  eas- 
ier money  wouldn't  drive  up  prices;  it 
would  simply  cause  the  \elocit\'  of 
money,  or  turnover,  to  fall.  The  econ- 
omy would  pick  up  mildly  and  infla- 
tion would  be  mute. 

Wouldn't  a  rash  of  bank  failures  put 
a  huge  damper  on  credit  creation, 
thus  rippling  through  the  entire  econ- 
omy and  hurting  healthy  banks  as  well 
as  unhealthy  ones?  I  doubt  it.  That  is 
carryover  thinking  from  the  Great 
Depression  days.  Folks  forget  that  the 
Fed  consciouslv  shrank  the  monev 
supply  by  30% 'from  1928  to  1932. 
That  would  kill  credit  today.  But  the 
central  bankers  will  never  make  that 
mistake  again.  They  will  expand  the 
money  supply;  the  strongest  banks 
will  pick  up  the  slack,  pumping  credit 
back  into  the  economy. 

Much  has  been  written  lately  ques- 
tioning how  much  the  Federal  Re- 
serve is  really  in  control  of  the  coun- 
try's financial  system  today.  One  bear- 
ish fellow  points  out  that  the  Fed  has 
cut  the  discount  rate  three  times,  but 
to  little  avail. 

I  disagree.  The  Fed  has  loosened 
some,  but  so  far  its  actions  are  like  a 
fe\er  dropping  from  105  degrees  to 
103 — too  little.  The  Fed  could  cut 
rates  much  more,  with  almost  no 
inflationaiA-  impact.  .And  ifvou  get  the 
cost  of  monev  down,  there  w  ill  be  Uns 
of  borrowers. 

The  mere  fact  that  so  much  ink  has 
been  spent  on  "impending"  banking 
failures  tells  vou  that  actual  failures. 


should  they  come  to  pass,  won't  mol 
the  market.  The  fear  is  already  fuf 
discounted.  The  thing  that  moves  tj 
market  is  surprise.  And  the  big  sl| 
prise  is  likely  to  be  how  little  ba 
failures  hurt  overall. 

While  on  the  subject  of  failur 
consider  one  of  mine.  A  year  age 
suggested  Seajjate  (8 — o-t-c)  at  14| 
recommended  it  again  last  Dec.  24,1 
about  where  it  is  now .  In  betN\ee| 
Seagate  fell  to  5,  rose  to  20  and  fell  tc 
again.  The  disk  drive  industn*  has  betl 
on    a    roller    coaster    ride,    gettirl 
whipped  around  this  recession's  i{ 
ventor\'  Otcle  by  far  worse  than  expc< 
ed   sales  among  its  customers, 
computer  firms.  While  Seagate  h| 
performed  about  in  line  with  mc 
leading  computer  peripheral  stocks 
the  same  time  period,  that  is  no  cc^nl 
fort  to  those  who  bought  it  on  n| 
suggestion.  1  apologize.  But  now  .• 

Seagate  is  quite  cheap  and  strong 
disk  drives.  The  cycle  will  pick  i| 
eventually,  and  Seagate  could  be  ov. 
30  in  three  to  five  years.  Of  counl 
there  could  be  more  bad  news  first,  jI 
this  is  a  stock  for  buying  and  holdirl 
only  for  those  with  a  fairly  long  tiirl 
frame  and  the  psychologN"  to  ride  oij 
downdrafts. 

.\  couple  of  other  stiKks  I  like: 

Toro  (15)  is  lower  than  it  was  ri\j 
years  ago,  yet  it's  almost  rwice  as  \^\n 
Dominant   in   the   mower  busn.. 
expect  to  sec  this  cheap  sttxrk  over  31 
also  before  this  market  c>clc  cndf 
Ditto  ft)r    Valmont  (14 — o-t-c).   I 
average  \aluations  arc  loo  cheap  bj 
about  50%.  Live  F.utntaiuu 
could  be  another  siiKk  that  h    - 
1 993.  It  scares  obscrNcrs  because  the ' 
can't  tell  if  it  will  buy  CnroUo  (8)  t 
C'arolco  will  buy  ii.  Dix'sn't  matter.  I' 
should  rise  either  wa\ 
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The  perfect 
corporate  gift 
carries  your 
company's 
name 
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singular  Expression  of  Regard. 

s  prestii^ious,  hardbound  edition  of  AMERICAN 
<riA(iK,  i^old-embossed  with  your  company's 
(),  reaches  the  people  most  important  to  your 
;iness  e/i,'/?/  //V/je.s  u  year.  Stylishly.  Compellingly. 
lertainini^ly!  Four  times  a  year,  insert  your 
sonal  message,  as  well.  Minimum  order:  25 
s.  Also  special  corporate  rates 

I  volume  discounts.  Sii^ned 
announcements  sent  in  your 

me,  too! 

II  William  K.  Rogers,  Jr.  at  (2 1 2)  206-5 1 06 
r  more  information. 


Please  tell  me  more  about  giving 
American  Heritage  as  a  corporate  gift. 


FR9291 


My  name 


Title 


Company 
Street  &  No. 


Citv 


State 


Zip 


telephone  No. 

Please  send  this  coupon  to: 

William  K.  Rogers,  Jr.. AMERICAN  HERITAGE. 

A  Division  of  Fort>es  Inc.  • 

60  Fifth  Avenue. New  York  NY  100 11 
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MONEY  &  INVESTMENTS 


Don't  kid  yourself  that  you  can  make  money 
trading  gold's  short-term  gyrations. 

Fool's  gold 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


On  a  radio  talk  show  I  participated  in 
recently,  a  number  of  the  callers  want- 
ed to  know  how  and  when  to  get  into 
the  gold  market.  This  after  years  when 
you  scarcely  heard  a  peep  from  the 
retail  gold  speculator.  The  reason  is 
obvious:  For  the  first  time  in  years, 
gold  mutual  ftinds  bettered  every  oth- 
er category  of  funds  for  the  second 
quarter.  Goldbugs  wasted  no  time  in 
announcing  the  beginning  of  a  new 
bull  market:  Bullish  sentiment  among 
the  gold  timers  I  track  in  the  Hulbert 
Financial  Dijjest,  for  example,  in- 
creased dramatically.  During  the  sec- 
ond quarter,  in  fact,  their  average 
recommended  exposure  to  the  gold 
market  jumped  from  a  net  short  10% 
to  a  net  long  50%. 

Since  the  long-term  performance 
of  gold  funds  remains  miserable,  the 
appeal  of  trading  gold  is  in  the  notion 
that  you  can  catch  a  couple  of  good 
rallies  while  remaining  out  of  that 
market  most  of  the  time.  The  notion 
is  generally  wrong.  The  gold  market  is 
always  treacherous  but  doubly  so  if 
you  go  about  it  by  switching  into  gold 
eveiT  time  it  starts  to  rise  and  then 
selling  cNCiy  time  it  starts  to  decline. 
It's  a  great  way  to  lose  on  both  yoiu- 
buys  and  your  sells.  Ciold  has  a  nasty 
habit  ot  changing  direction  abruptU 
and  with  little  warning. 


Consider,  for  example,  the  conse- 
quences of  following  Telephone  Switch 
Newsletter's  advice  on  when  to  hold 
gold.  The  editor,  Richard  Fabian,  dil- 
igently tries  to  remove  the  subjective 
element  from  his  calls.  His  mechani- 
cal strategy  consists,  with  few  modifi- 
cations, of  buying  gold  whenever  the 
typical  gold  fund  is  above  its  average 
level  of  the  previous  20  weeks  and 
otherwise  remaining  in  cash. 

The  results  over  the  last  six  years? 
No  better  than  buying  and  holding. 
From  the  beginning  of  1985  to  date,  a 
portfolio  that  switched  between  gold 
bullion  and  Treasury'  bills  on  Tele- 
phone Switch  Newsletter's  signals  real- 
ized a  compound  annual  return  of 
between  2%  and  3% — essentially 
equaling  the  return  achieved  by  gold 
bullion  itself  and  lagging  well  behind 
the  return  of  a  money  market  fiind. 
The  flurry^  of  trading  (20  switches) 
added  nothing.  And  this  doesn't  even 
take  into  account  the  tax  conse- 
quences of  frequent  trading,  which 
would  make  the  case  for  not  trading 
even  stronger. 

The  trend-following  experience  of 
another  adviser  has  been  even  worse. 
The  gold-timing  model  used  by  Mar- 
ket Lojjic  follows  trends  in  inflation 
rather  than  in  gold  itself — on  the 
theory  that  gold  should  go  up  when- 
ever the  inflation  rate  is  increasing, 
and  vice  versa.  The  model  is  bullish 
whenever  the  trailing  12 -month  infla 
tion  rate  is  greater  than  where  it  stood 
three  months  previously,  and  bearish 
otherwise.  Since  1985  a  strategy  that 
switched  between  being  long  and 
short  in  gold  bullion  on  Mnrhrt  I.on 
/r\s  signals  produced  a  compound 
annual  loss  of  9%. 

The  experiences  of  these  two  timers 
illustrate  gold's  basic  trendlessness. 
ihat  gold  has  increased  over  .several 
weeks  or  months,  for  example,  is  no 
indication  t)f  a  greater  than  normal 
probability  it  will  go  up  t)ver  the  next 


few  weeks  or  months.  This  is  a 
mental  difference  between  the 
and    stock    markets.    Studies 
shown  that  the  stock  market  ovcr< 
intermediate  and  longer  terms 
move  in  meaningflil  trends,  enal 
well-designed,    trend -following 
tems  to  add  at  least  some  value, 
this  doesn't  seem  to  be  the  case  in 
gold  market. 

A  few  letters  that  don't  use  a 
chanical  trend- following  system 
time  the  gold  market  have 
somewhat  better  over  the  last 
years.  Howard  Ruffes  Ruff  Times 
achieved  an  annual  return  of  1 
James  Moore's  Tour  Window  In] 
The  Future,  9%;  and  Ben  Garside, 
But  I  doubt  they  can  continue 
modestly  winning  ways,  since 
currently  disagree  with  each  other? 
markedly.  Moore  is  bearish,  RufF 
neutral  ard  Garside  is  bullish. 

Should  the  investor,  therefore,  ju 
forget  about  gold.'  Not  at  all.  The 
remains  a  usefiil  role  for  gold  in  vdi 
portfolio:  as  an  insurance  polic\'. 
inflation  jumps  to  18%,  it's  a  fair  b 
that  gold  funds  will  do  spectacular 
well  while  most  stocks  and  bonds  w 
be  decimated.  By  putting  5%  or  10 
of  your  assets  in  gold  funds,  you  u 
cushion  that  loss.  But  don't  t 
switching  into  and  out  of  gold  on  tl 
basis  of  its  short-term  gyrations.  .\ft 
all,  you  don't  try  to  time  when  to  ou 
fire  insurance  for  your  house. 

What's  the  best  wa\-  to  own  golc 
Through  shares  in  gold  mining  con 
panics,  many  of  w  hich  pay  a  ham 
some  dividend  yield,  or  through 
gold  mutual  fund.  C'urrently,  Lcxiiif 
ton  Gtild  is  recommended  by  six  • 
the  letters  the  Hulbert  Fiunnci 
Dincst  monitors,  w  hilc  several  mo 
funds  are  each  recommended  b\  foi 
scr\  ices:  United  Semccs  Gold  Share 
Benham  Gold  Kquit>  Index,  Finai 
cial  Strategic  Gold  and  FidclitA*  Seic 
.\meriLan  Gi>ld.  .\ll  but  Fidelin's  a 
no-load. 

If  you  want  to  buy  stocks  of  indi\i< 
ual  mining  companies  for  the  lor 
haul,  Homestake  is  currently  Kmp 
rect)mmended  by  eight  scnic« 
among  those  I  monitor.  This  is  to 
lowed  by  Hecia  \ recommended  \ 
seven  serv  ices),  Pegasus  Gold  ( rccot 
mended  bv  six^  and  (\xnir  O'-Mcr 
M\d  Newinont  Mining  (each  rccon 
mended  bv  four  scniccs).  ■ 
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■n  opportunity  to  give  you 
^i^mily  something  priceless 


11  of  us  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1  %  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 

•Price  subicct  to  change  without  notice 

Forbes  Lake  of  the  O^rks 

Box    303,  Fort  Garland,  CO  81 133 

Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 
Name       _^ 


Address 


City/Sute/Zip 
Telephone 


or  phone  816/438-2801 
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In  the  1970s  most  stocks  sold  for  less  than  their 
private  equity  value;  today  the  reverse  is 
true.TimetorememberwhatWarrenBuffettdidin  1969. 

An  irrational 
market 


BY  FREDERICK  E.ROWE  JR. 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbher  Partners, 
a  hedge  fund. 


In  thh  1970s  successful  investors 
bought  stocks  because  they  were 
cheap.  In  the  1980s  successflil  inves- 
tors bought  stocks  because  they  were 
cheap  relative  to  market  values  for 
private  companies. 

But  in  1991  successful  investors 
bought  stocks  because  they  were  go- 
ing up.  The  year  1991  has  been  a 
mystery  and  a  frustration  to  the  suc- 
cessful value  investors  of  the  two  pre- 
ceding decades.  Stocks  are  extremely 
expensive  relative  to  all  the  traditional 
yardsticks:  earnings,  dividends,  book 
value  and  private  market  value.  C  Airi- 
ously,  investors  who  cut  their  invest- 
ment teeth  and  formed  their  ideas  of 
how  the  stock  market  operates  during 
the  go-go  markets  of  the  late  1960s 
find  themselves  at  ease  with  today's 
stock  market. 

It's  a  very  different  market  from 
those  of  the  1970s  and  198()s.  With 
the  demise  of  junk  bond  financing 
and  the  puilback  of  banks  from  highly 
leveraged  transactions,  market  values 
for  privately  held  companies  have 
plunged.  Two  years  ago,  for  example, 
c]ualit>'  private  companies  or  compa 
nies  being  taken  prixate  traded  at 
seven  to  nine  times  cash  tUm .  Today 

328 


similar  companies  trade  at  four  to  five 
times  cash  flow.  But  this  is  only  half  of 
the  story.  The  so-called  enterprise 
value  of  a  company  is  the  sum  of  its 
equity  plus  its  debt.  A  typical  private 
company  might  be  capitalized  with 
50%  debt  and  50%  equit}'. 

Follow  me  carefully  here.  While 
enterprise  values  have  fallen  30%  to 
40%  because  of  smaller  multiples  of 
cash  flow  being  paid,  the  value  of  the 
underlying  equity  has  in  many  cases 
fallen  more  than  60%.  That  is  as- 
tounding. Private  equit)'  is  the  same 
thing,  conceptually,  as  public  stock 
ownership.  Thus,  while  the  value  of 
private  equity  has  plunged,  the  value 
of  public  equit\',  i.e.,  stocks,  has 
soared.  The  divergence  in  values  is 
irrational  and  won't  last.  It  is  quite  the 
reverse  of  the  situation  in  the  late 
1970s,  when  private  equit\'  values  far 
exceeded  stock  market  valuations. 
Public  companies  and  insiders  who 
understand  this  irrational  state  of  af- 
fairs are  selling  like  mad. 

It  is  my  understanding  that  in  the 
late  1960s  publicly  traded  stock  was 
considered  a  preferred  medium  of 
exchange  to  cold  hard  cash.  Stocks,  so 
the  conventional  wisdom  had  it,  only 
go  up  in  price,  something  that  could 
not  be  said  for  cash.  As  stock  became 
increasingly  perceived  as  the  ultimate 
financial  asset,  the  disparity  between 
value  and  market  prices  grew  wider. 

That  patron  saint  of  intrinsic  \alue 
investing,  Warren  Buffett,  unable  to 
And  value  in  the  stock  market  in  19(i9, 
disbanded  his  imestment  partnership 
after  13  wonderfully  successful  years. 
To  his  partners  he  wrote: 

"1  am  out  of  step  with  present 
conditions.  When  the  uame  is  no 
longer  played  your  way,  it  is  only 
human  to  say  the  new  approach  is  all 
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wrong,  bound  to  lead  to  troul 
so  on.  .  .  .  On  one  point,  how 
am  clear.  I  will  not  abandon  a 
ous  approach  whose  logic  I 
stand  (although  it  may  be 
apply)  even  though  it  may  me; 
going    large,    and    apparendy 
profits,    to    embrace    an    ap| 
which  I  don't  fijlly  understand 
not  practiced  successfully,  and 
possibly  could  lead  to  substani 
manent  loss  of  capital." 

Of  course  the  go-go  inv 
strategies  of  the  late  1960s  did 
disaster — a  five-year  bear  marl 
bottomed  in  the  fall  of  1974. 
the  time  at  which  this  author 
his  ideas  of  value  and  how  the 
market  operates.  The  1969-7 
market  was  the  worst  since 

I  have  a  number  of  friends 
succeeded   as   investors  in  the 
1960s,  and  they  are  succeeding 
The  key  to  their  success  more  thi 
years  ago  was  that  they  mana; 
get  out  with  most  of  their 
when  the  market  turned  down, 
investors  were  not  so  astute. 

The  name  of  the  game  most  inv! 
tors  pla\'  is  momentum  and  rel^ 
strength:  Buy  the  strongest  stocks*  iciltx) 
sell  them  after  they  have  topped.  C 
casionally  I  will  ask  one  of  my  frieri 
"How  can  a  rational  person  payi  a;  n 
times  earnings  and   10  times  bo 
value  for  a  growth  company  w»' 
dubious  long-term  prospects?"  T<  alit 
reply:  "How  high  is  high.'  If  a  std   ltd 
can  sell  at  60  times  earnings,  it  cans 
at  80  times  or  100  times.  I  don't  p( 
judge  anything.  I  don't  look  at 
called  \  alues,  I  look  at  price  actioncptx  i 
they  are  going  up,  I  buy  them.  Anr  at 
they  turn  dow  n,  I  sell  them."         ' 

It  sounds  simple  An\\  it  is.  The  0(>  bl 
difficult)-  is  that  the  game  has  caufUpU 
on  and  is  being  played  bv  an  unwie 
number  of  individuals  and  insti 
tions.  An  individual  with  a  tew  th( 
sand  shares  in  each  cra/ily  vali 
position  can  gel  out,  but  an  insti 
tion  with  hundreds  o{  thousands 
shares  in  each  position  will  not  be  hoj 
fortunate.  As  fast  as  stixk  markets 
up,  they  always  go  down  faster.  A 
despite  the  manv  trading  innovati< 
that  have  recent l\  Ix-en  developed 
nexertheless  remains  ditficuli  to  pi 
the  proverbial  elephant  through 
kevhole — w  hen  e\  en  one  wants  to; 
and  there  aren't  many  buvers. 
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te's  money  to  be  made  in  defaulted  bonds, 
iiijon'tjumpin  blindly. 

old  in  garbage 


ENTIONAL  WISDOM  says  intcrcst- 
g  junk  bonds  should  be  lumped 
e  same  category  as  bonds  in 
It.  A  defaulted  bonds  index  pub- 
by  the  Bond  Investors  Associa- 
in  Miami  Lakes,  Fla.  shows  that 
Ited  bonds  reflect  the  same  price 
es  as  any  junk  bond  index, 
t  in  reality  there  are  two  quite 
markets    here — and    two 
different  sets  of  opportunities 
investors.  Many  junk  bonds  are 
ned  apples  on  the  verge  of  rotting, 
lulted  bonds  are  rotting  apples 
liave  already  fallen  to  the  ground, 
many  of  them  will  eventually  get 
cd  into  a  delicious  pie. 
hese   aren't   puny   markets.   Ac- 
iing  to  a  directory  from  Bloom- 
Financial  Markets  and  the  bia, 
bonds  total  about  S372  billion, 
ulted  bonds  exceed  $62  billion. 
Vhy  are  the  two  markets  so  difter- 
Lct's  start  with  the  Public  Service 
.'cw  Hampshire  17.5%  bonds  due 
)4.  Six  months  before  they  default- 
in  December  1987,  they  traded  at  a 
CO  of  $112  per  $1 ,000  bond.  In  the 
)  year   period   after   default,   the 
nds  declined  to  less  than  25  cents 
the  dollar.  The  company  was  reor 
lized    in    Februar\'    1990.    Four 
)nths  ago  the  bonds  had  rebound 
to  $117.62.  By  luly  31  they  were 
loted  at  $1 19.375.  Big  money  was 
St— and  made — on  these  bonds,  all 
thin  a  fairly  brief  period. 
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The  Public  Service  of  New  Hamp- 
shire bonds,  like  the  majority  of  de- 
faulted bonds,  represent  a  potential 
equit)'  investment  because  they  wind 
up  being  exchanged  for  equity  in  a 
company.  Determining  the  value  of 
such  bonds  depends  on  close  scrutiny 
of  the  strength  of  creditor  claims  on 
the  bonds.  Prospects  for  the  stock 
likely  to  be  part  of  any  settlement  will 
also  be  determined  by  such  scrutiny. 

Junk  bonds  are  a  very  different 
animal.  Their  value  depends  on  their 
current  yield  and  the  likelihood  of 
default.  They  may  be  junk  bonds,  but 
they  are  still  bonds.  Defaulted  bonds, 
by  contrast,  are  equities. 

Instead  of  mimicking  the  price  fluc- 
tuations of  the  junk  bond  market, 
defaulted  bonds  should  follow  the 
cycles  of  the  stock  market.  "In  many 
respects,  defaulted  bonds  are  a  safer 
and  more  predictable  investment  than 
junk  bonds,"  says  Richard  Lehmann, 
president  of  the  Bond  Investors  Asso- 
ciation. "With  a  junk  bond,  you  face  a 
significant  downside  risk  if  the  bond 
defaults.  In  contrast,  a  defaulted  bond 
is  priced  at  a  discount  to  its  expected 
eventual  recovery. 

"If  the  recovery  expectation  is  cor- 
rect, a  built-in  return  will  be  achieved. 
Since  this  expectation  is  based  mainly 
on  known  events,  it  should  be  accu- 
rate more  often  than  an  appraisal  of  a 
bond  that  is  still  paying,  but  vulnera- 
ble to  more  unpredictable  events." 

The  recession  in  1990  prompted 
dozens  of  initially  well -regarded 
high-yield  bond  issues  to  default. 
These  calamities  happened  too  fast 
for  most  bondholders  to  escape  the 
selling  avalanches  that  periodically 
shuttered  the  market.  After  the  de 
faults,  however,  the  prospects  for  the 
companies  became  more  apparent, 
creating  an  opportunity  to  purchase 
the  bonds  at  a  depressed  price. 

This  is  not  to  say  that  all  defaulted 
bonds  are  sound  speculations.  East- 
ern Air  Lines  was  never  able  to  reorga- 


nize as  a  viable  concern  and  many  of 
its  defaulted  bonds  will  end  up  as 
wallpaper.  LTv's  loss  of  a  $2  billion 
pension  liability'  suit  dashed  hopes 
that  i.TV  bonds  would  recover  soon 
through  a  reorganized  company. 

So  take  the  time  to  evaluate  the 
situation.  "A  defaulted  bond  tends  to 
hit  bottom  around  the  time  of  default 
and  reaches  a  second  low  point  six 
months  after  the  default,"  says  Leh- 
mann. "From  then  on,  the  bonds 
typically  rise  in  price." 

Defaulted  issues  that  look  interest- 
ing now  include  Revco's  11.75% 
bonds  due  2015  and  Columbia  Gas 
System's  10.25%  bonds  maturing  in 
1999.  For  different  reasons,  these 
bonds  may  offer  total  returns — in- 
come plus  price  appreciation — of 
more  than  20%. 

Revco  recently  announced  a  reor- 
ganization plan  that  likely  will  be 
approved  by  Februar\'  1992.  The 
11.75%)  bonds  are  traded  over  the 
counter  at  71  cents  on  the  dollar, 
equivalent  to  a  1 5 .5%)  current  yield.  As 
part  of  the  reorganization,  these 
bonds  will  be  substituted  for  11% 
bonds  due  in  1999.  These  bonds 
likely  will  rise  to  a  price  of  80  within 
the  next  year,  partly  because  investing 
in  a  company  just  out  of  Chapter  1 1  is 
much  less  risky  than  investing  in  a 
comparably  rated  company  that 
hasn't  entered  bankruptcy. 

Columbia  Gas,  in  contrast,  just  de- 
faulted on  its  formerly  investment- 
grade  bonds,  saying  it  needed  bank- 
ruptcy protection  to  renegotiate 
onerous  long-term  contracts  with 
suppliers.  Columbia  resembles  Tex- 
aco during  its  brief  Chapter  11  peri- 
od: There  is  a  lot  of  shareholders' 
equity  in  the  company,  making  its 
recovery  almost  inevitable. 

The  Columbia  bonds  fell  to  85 
cents  on  the  dollar  from  100  in  one 
day,  partly  because  many  investment- 
grade  bondholders  aren't  allowed  to 
own  non-investment-grade  or  de- 
faulted bonds.  The  Columbia  bonds 
are  priced  to  yield  an  equivalent 
of  12.1%.  Assuming  the  company 
emerges  from  bankruptcy  in  xm'o 
years,  the  bonds  could  return  23%  by 
mid  1993.  Like  the  Texaco  bonds, 
the  C-oIumbia  bonds  probably  will  be 
reinstated,  pay  back  interest  and  re- 
coup the  $15  per  bond  capital  loss  of 
the  C'hapter  1 1  filing.  Hi 
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9-5  or  write  today 


FREE  AUDIO 

CASSETTE 

t  4a.p>g« 

REPORT 


■Publidv  Documented 
REAL  MONEY 

^06■K  Signal  Si  OepI    F 
0|ai.  Calilornia  93023 


COLLEGE  DEGRt 

BACHELORS  •  MASTERS  •  OOCKJ 

F«  Wwt.  L«t  art  * 
ripwiiii  •  ■•  Cli 

1-«)(M2Ml1 
FAX  (213)  471- 


Mr  FrwE» 

t*acifk-  Western  I'niver 

>A'  s  Sfj..>T<j  »■<  .>;<  '^^  ..Ts  v»)»iR  c , 


S    OVER  ONE  BILLION    S 

WORTH  or  BUSINESSf  S.  FARMS  i  RANCHES 

FOR  SALE  BY  OWNERS 
MANY  OFFERING  OWNER  FINANCING' 
To  List  or  Buy  Call  Toll  Free  1  800-999SALE 
..mv    NO  BR0KERA6E  FEES 


m 


GREAT  WESTERN 
BUSINESS  SERVICES.  IIC. 


FREE  COLLEGE 


•  EXTERNAL  DCGRII, 

,     -  -•      .1   -•  Wi      ■-•v  o«,    -A» 

TOLL  FNEE  24  hr%.  (tOO)  7SU] 

^A  SALwE  jMVfRSTY 


FORBES  MARKET  CLASSIFIED 

FOR  ADDITIONAL  INrORMATION  WRITC  OR  CALL: 

LINDA  LOREN 

FORBES  MARKET/CLASSITIED 

60  Fifth  Ave.,  N.Y.,  NY  10011 
(212)  620-2440 


BUSINESS  OPPORTUNITIES 


CORPORATE  ITEMS 


Peak  Profits. 


ALindal  Cedar  Homes 

P.O.  Box  24426.  Dept.  FG9.  Seattle,  WA  98124 


Launch  an  independent 
business  with  Lindal 
Cedar  Homes,  the 
world's  most  popular 
premium  custom  houses. 

•  High  profit  margins. 

•  No  franchise  fees. 

•  World-class  sales 
support. 

•  Powerful  marketing. 
For  the  whole  story, 
please  call 

1-800-426-0536 


ranchise 

>ur  business! 

the  expert  help  you  need 
0  become  a  franchisor, 
the  franchise  specialists. 
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EXECUTIVE  GIFTS 


SAVE  UP  TO  60% 

T.ike  icJ^-inuge  of  one  of  Ihe  fa.sU'sl  growing 
sports  in  the  world  and  begin  building  dubs  for 
husinesb  and  pleasure 

1 T  (lolf  s  u-ars  of  oxptnencc  and  knowledge 
prondo  \ou  a  full  line  of  onginal  "[>mline 
ijualin  (omponenLs  and  finished  clubs   while 
Mi\  ing  you  up  to  60%  with  faclon  direct 
wholesale  prices 

Before  wv  "invesl '  in  a  new  set  of  clubs,  take 
u  look  al  I T  (k>lf  components  Thn  II  speak  for 
themsebes    and  \ou'         j0^ 

UTGOlf 

1-800-666-6053 

:^-f<j*fj  lyjusooth 
Nalilj|ir(jn.liali 

MishfianliVh^icu-pkii 


Ambassador  Lapel  Flags ' 

Your  logo  with  any  2-flag  mix. 
Also  custom-made  single  &  2-flag  ALFs 
Delivery:  14  business  days  Worldwide 
TME  Co.,  1 1 7  Park  Ln  Rd  .  Ste  1C1 

New  MiKord.  CT  06776.  US  A 
(800)  535-5255    •    Fax  (203)  354-2786 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemsiones  Free  wholesale  catalog  sinte 
1967'  Member  Jewelers  Board  (*  Trade  & 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Mam  Street 

Greenville.  Kentucky  42345 

TOLL  FREE  l-800-626-«J52 


Chris  Naylor 


Fast  Trackers- 
Get  noticed!  Order 
Personalized  Post-it 
notes  for  all  your  mes- 
sages. Not  available  in 
stores  at  this  low  price 
Call  today.  Major  credit 
cards  accepted.  Box  of 
10  yellow  or  blue  4"x  3" 
pads,  only  $9.95f 


for  Yourself- 

1-800-433-3011 

8:00  a.m. -5:00  p.m.  CST,  M-F 

Personalized        deluxe 

rOwW    Notes     iiiHi.'iMij.M-nmijjim 


•PlusSI  95  shipping,  handling  and  lax.      •Post-il"  is  a  registered  trademark  o(3M     DO  1512 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 


Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  wtth  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  )ust  12  shins,  for  a  price  list  and  catalogue 

P'"''""^  1-800-274-4787 

The  Queensboro  Shirt  Company 

Dept  F19,   119  N  11th  St.,  Greenpotnt.  NY  11211 


EXECUTIVE  GIFTS 


PERSONALIZED  ENGRAVING  SERVICES 

PENS  (MONT  BLANC.  CROSS.  WATERMAN, 

COLIBRI,  ETC.)  PL.AQLES.  EXEC  GIFTS. 

LOGOS  .AND  SIGNATL  RES  AVAIL 

•••  48  HOUR  TLRNAROl  ND  ••• 

PJZ  ENGINEERING 

CALL  TODAY  1  800-32I-J508 

I  800-273-1949  NJ 
9  Na  BEVERWYCK  RD. 
fm  LK.  HIAWATHA  NJ  07034 
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Executive  BackChair 


!!  CASHMERES  !! 

And  Lots  Of  Other  (hoodies '  Fr«e  Bmchurc.  Map< 

ANtMAlLEO  RtCHT  TO  YOUR  DOOR! 

Wnte.  plwne.  ix  lai 

all  nufor  cards  accepted 

Ptmw:  0 1 1  -44-334-72368  (24lire) 

Fai:  76416 

ST.  AMMEWS  WOOUEN  M&l. 

ST.  ANOtEWS.  SCOTIANO 

(Xes.  mtit  nihl  here  on  the  18th  Gmen!) 


orbes:  Capitalist  Tool 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICAS  BUSINESS 


Engineered  for 
customized  orthopedi' 
support  to  prevent 
and  relieve  back  pain 


■  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

'  Forward-tih 
feature 


pacK3a\gr  i4iM$i4as«., 

&3  Jfffm  Avr .  Orpi  VHt  Holiitaii.  MA  01746 
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EDITED  BY  THOMAS  JAFFE 


Fashionable  cash 

Not  many  large  companies  have  a 
more  attractive  record  tlian  Liz  Clai- 
borne, Inc.,  the  $2.1  billion  (estimat- 
ed 1991  sales)  clothing  designer. 
Since  1980  its  annual  sales  and  earn- 
ings have  compounded  at  36%  and 
42%,  respectively.  But  on  July  22, 
when  the  New  York- based  company 
announced  that  results  in  the  second 
half  of  1991  wouldn't  increase  at  the 
same  rate  as  during  the  first  half  of  the 
year,  the  stock  dropped  15%,  from 
48%  to  4iy8.  Recent  NYSE  price:  43^2. 

Analysts  Marina  Faraguna  and  Pe- 
ter Siris  of  New  York's  UBS  Securities 
estimate  the  company  will  earn  $2.67 
a  share  this  year,  up  just  13%  over 
1990.  But  they're  bullish  all  the  same. 
Here's  why: 

Liz  Claiborne  needs  litde  capital  to 
operate.  The  company  owns  no  fac- 
tories and  turns  its  inventories  quick- 
ly. As  a  result,  it  mints  money.  From 
1984  through  1990  net  cash  grew 
from  $11  million  to  $417  million, 
nearly  $5  a  share.  (Long-term  debt  is 
virtually  nil.)  Even  assuming  margins 
remain  flat  and  sales  and  earnings 
grow  just  16%  a  year,  the  analysts 
project  net  cash  will  increase  to  nearly 
$1.6  billion  by  the  end  of  1995. 

The  analysts  don't  think  Liz  Clai- 
borne will  be  content  to  let  its  cash 
continue  to  accumulate.  The  compa- 
ny could,  for  instance,  raise  the  small, 
35-cent-a-share  dividend.  Or  it  could 
buy  back  some  of  its  85.5  million 
outstanding  shares.  Repurchasing 
10%  at  market  would  cost  around 
$370  million.  If  it  did  this,  Faraguna 
and  Siris  figure  1991  earnings  per 
share  would  be  more  like  $2.95,  or 
25%  over  1990.  Their  current  esti- 
mate for  1992  is  $3.21,  assuming  no 
buyback.  They  think  the  stock  will  go 
to  64  over  the  next  year. 

Bad  review 

Caroi.cx)  Pictures  Inc.,  the  $320 
million  (estimated  sales)  movie  stu- 
dio, has  the  hit  of  the  summer.  Termi- 
nator 2:  Judfjmcfit  Day.  Now  C'arolco 
contemplates  another  blockbuster 
production:  synergy,  through  a  merg 
er  with  Live  Hntertainmcnt  Inc.,  the 
$470  million  (estimated  sales)  home 
video  concern  of  which  it  already 
owns  55%.  The  concept:  Caroico 
would  provide  Live  with  a  supply  of 


feature  films;  Live  would  provide  Car- 
oico with  cash  flow  for  film  financing. 
The  merger  plan  calls  for  a  stock 
swap  whereby  Live  shareholders 
would  receive  $21.50  in  value  of  the 
new  combined  company's  stock — 
minimum  two  shares — and  Caroico 
shareholders  would  get  one  share, 
with  the  price  to  be  determined  by  the 
average  price  of  Caroico  stock  over  a 
20-day  period.  NYSE -listed  Live  re- 
cendy  traded  at  15,  near  its  1991 
high.   As   for   Carolco's   Big   Board 


Scene  from  Carolco's  Terminator  2 

If  Arnold  Schwarzenegger  can't  termi* 

nate  its  cash  crunch,  will  a  merger? 


stock,  it  reached  10%  earlier  this  year 
in  anticipation  of  Terminator  2's  suc- 
cess but  has  lately  sold  off"  to  7%. 

What  does  The  Street  think  about 
the  proposed  deal?  Analyst  Paul 
Marsh  of  Kemper  Securities  Group 
pans  it.  Live,  he  says,  cannot  count  on 
Caroico  for  a  steady  stream  of  box- 
oftice  successes.  Nor  can  Live  reliably 
fi.irnish  Caroico  with  enough  cash 
flow  in  a  weak  home  \'ideo  market. 
Worse,  Carolco's  mo\ie  production 
might  drain  Live  of  the  money  it 
needs  to  bid  successfully  for  the  home 
rights  to  other  studios'  pictures. 

Hooking  up  with  Caroico  is  nt> 
bargain.  Since  1988  it  has  produced 
cumulative  operating  cash  deficits  i>t 
$230  million  while  outstanding  debt 
rose  to  $319  million.  True,  in^  1990 
the  company  earned  $17  million  on 
revenues  of  $259  million — thanks  in 
great  part  to  another  Arnold  Schwar 
/eneiieer  hit.  Total  Rnall.  Rut  even 
though  Marsh  thinks  Terminator  2 


may  generate  $60  million  of  op 
ing  income  this  year,  he's  still  ui 
Caroico  will  finish  1991  in  the  bl 
Marsh  notes  that  Caroico  ma 
forced  to  write  down  some  c| 
$418-million-plus  of  inventory. 
A  merger  of  Caroico  and 
Marsh    concludes,    would   crcal 
company  with  55 35  million  in  dc 
service,  SI 00  million  in  interest 
overhead  expenses,  and  no  assur^ 
of  stable  cash  flow.  His  advice  is  ti 
both  stocks.  He  thinks  each  coul.^ 
by  at  least  30%  fi-om  current  Icj 
(Caroico  has  30  million  shares;  C 
man  Mario  Kassar  controls  56%. 
has  12.5  million  shares.) 

Ca]*penter,  repair  thysell 

Hechinger  Co.,  the  S  1 .6  billion'] 
timated  sales)  operator  of  some  i 
do-it-ycurself  home   centers,  i 
need  of  repairs.  Between  fiscal  1 
and  fiscal  1991,  ended  Jan.  31,  e^ 
ings  per  share  at  the  Landover,  I 
based  company  were  sawed  in 
fi-om  $1.30  to  65  cents.  Since* 
summer  of  1989  the  stock  has  g 
fi-om  around  20  to  a  recent  1  IVs  o  I 
Meanwhile,   industn'   leader  Hf^ 
Depot  has  begun  to  open  stores  ir 
Baltimore/Washington,   D.C. 
Hechinger's  most  important  rm 

Analyst  Dan  Wewer  Jr.  of  Ada 
Robinson- Humphrey  thinks  H«l 
inger  is  doing  what's  needed  to  i' 
itself  around.  Consequentiy,  he's*] 
a  buy,  near  term,  on  the  stcKk. 

The  company  has  begun  to  cor 
the  majorit)'  of  its  stores  to  a  :^ 
format,  the  Hechinger  Home  Pro! 
Center.  The  mix  of  merchandise ;1 
changed:  more  for  dtxirs  and  \| 
dow  s,  outdoor  decks,  the  kitchen 
bathroom;  less  in  the  home  fiim 
ings  and  decorative  categories, 
goal  is  to  raise  sales  per  store. 

Ultimately,  Wewer  admits,  Hc^ 
inger  will  be  roughed  up  by  Hc^ 
Depot.  Rut  he  expects  the  newcoij 
to  penetrate  Hechinger's  lea< 
market  slowlv.  Meantime,  Wc" 
looks  for  Hechinger  to  eani  85  ccr 
share  in  the  current  fiscal  year  an« 
much  .is  $1.15  in  fiscal  1993,  wh 
begins  next  Februarv*;  that  pr 
Hechinger  at  alvnit  1 1 .5  times  r 
year's  estimate. 

Ihere  are   27.6   million   Clas.* 
shares.    The  company  recently  s 
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;"'*'■  million  new  A  shares  at  $12 
sstil.  all  of  the  proceeds  will  be  used 
""iiBe  company  for  store  conversions 
''^"Mcw  store  openings.  In  addition, 
^"kJ  are  14.1  million  shares  of  thinly 
■"'("■d  Class  B  stock,  which  carries 
'  ^m  votes  and  is  owned  mainly  by 
'^  cwechinger  and  England  families. 

oajting,  testing . . . 

icchBdon  McCoun,  of  New  York's 
licoAi  Murray,  Foster  Securities,  sees 
Wfc-owth  prospects  for  the  indepen- 
TOifl  clinical  laboratory  business. 
j^Ang  public  companies  in  the  field, 
Koun  especially  likes  $200  million 
■mated  1991  sales)  Unilab  Corp. 
Inilab  runs  MetWest,  the  fifth-  or 
'J^A-largest  lab  chain  in  the  U.S.  The 
iiMpany  was  created  by  Corning 
oml's  MetPath  division  in  1989  to 
R,ioit  the  anticipated  consolidation 
calBie  lab  market  in  the  West.  It  has 
JlMvn  by  acquisition,  the  most  recent 
cr.ltc  1990,  when  it  paid  $42  million 
ml  some  operations  of  Roche  Bio- 
inaliical  Laboratories.  The  chain 
lajj  es  Los  Angeles,  Denver,  Sacra- 
'/go  ito,  San  Jose,  Phoenix  and  Dallas. 
I  llinical  labs  perform  more  than 
;si  00  different  tests  for  physicians, 
;  Vit  half  of  which  are  routine,  high- 
M  ifne  procedures  whose  results  can 
t|j  reported  within  24  hours.  The 
H  d  cost  of  facilities  and  equipment 

0  ligh;  ditto  the  cost  of  technicians 
c'l  I  other  support  staff.  But  after  this 

:rhead  is  paid,  the  cost  of  perform- 
Dj  ;  additional  tests  is  relatively  low. 

1  nee  the  potential  for  good  profits 
n  the  chain  grows.  McCoun  thinks 
if  lilab  will  earn  at  least  8  cents  a  share 
Js  year,  versus  a  63 -cent  loss  in 
ii|90.  He  looks  for  it  to  earn  as  much 

45  cents  a  share  next  year.  This 

mings  spurt  is  all  the  more  impres- 

e,  he  notes,  given  that  Unilab  is 

nually  amortizing  $12.5  million,  or 

3und  40  cents  a  share,  of  goodwill 

ated  to  its  acquisitions. 

The  stock — recent  o-t-c  price  of 

4 — has  nearly  doubled  since  Janu- 

It's  hardly  cheap,  at  20  times 

nated   1992  earnings.   But  over 

a  next  year  McCoun  thinks  it  can 

,^c  to  1 1  or  12.  As  a  result  of  a  recent 

n\  ate  placement  and  the  conversion 

f  .T  note  to  equity,  there  are  now  36 

lillion  fully  diluted  shares.  Corning 

wns  some  43%. 
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This  is  the  way  you  always 
imagined  the  South  Pacific 
to  be'"' 


iownlT 
Andrew  Harpers 

fde  to  unspoiled  pla 
says  about  Malcolm  Forbes" 
exotic  Fiji  Island  paradise. 


Cflfe 


It's  the  vacation 
of  a  lifetime  for 
$2,600  a  week! 


Taken  as  a  whole,  Fyi  is 
perhaps  the  most  idyllic  and 
hospitable  archipelago  in  the 
South  Seas,  its  essence 
springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fyi  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  comer  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plaintation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 
and  wild  birds — 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  off"er.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


Contact: 
Rji  Manager 
Attn:  Errol  Ryland 
Fort  Gariand.  CO  81133 
(719)  379-3263 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  eryoyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific  .. .  ■■ 


Fire  up  my  imagination! 

Send  me  a  free  color  brochure. 

Name 


Zip 
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ancomer,  Mexico's 
leading  banking 
organization,  knows 
what  it  takes 
to  reach 

its  most  influential 
customers: 


M 


Each  fortnight  over  185,000  primary 
subscribers  throughout  Latin  America 
read  VISION  (42,000  in  Mexico  alone). 
And  VISION  advertisers  reach  an 
audience  of  800,000  individuals  of 
measured  business  and  consumer 
influence  (1989  INRA  Audience 
Profile:  the  ninth  readership  study 
in  vision's  forty  year  history). 

For  additional  information  on  how  to 
reach  the  elite  in  Latin  America 
please  contact: 

VISION  INC. 

UO  Madison  Avenue 

Suiie  1412 

New  York.  NY  10017 

Tel  (212)953-1308 

Fax  (212)  953-1619 
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lie  more  things  change . . ." 

■  years  ago  in  Forbes 

■>M  THE  ISSUK  OF  SePT  3,  192  1  ) 

Ike  [tariff]  schedules  in  the  Ford- 
I  bill  have  spurred  several  countries 
B)  planning  retaliation.  .  .  .The  two 
|ninant  facts  which  high  protec- 
■lists  in  this  country  should  bear  in 
pd  are:  first,  that  the  U.S.  must  find 
■:ign  outlets  for  more  products 
In  any  other  nation  in  the  world; 

■  second,  that  foreigners  now  owe 
■some  $14  billion  and  can  pay  us 
ly  in  goods.  High  tariff  walls  here 
ly  incite  the  raising  of  high  tariff 
iricrs  in  other  countries  .  .  .  and 
Ike  it  impossible  for  this  country  to 
licet  from  foreign  debtors." 

fhere  are  5.7  million  persons  out 
I  work  in  the  U.S.,  according  to 
lures  supplied  to  the  Senate  by  Sec- 
[ary  Davis.  The  report  classifies  the 
[employed  as  follows:  manufactur- 
b  and  mechanical  industries  (in- 
pding  building  trades),  3.9  million; 
Ining,  250,000;  transportation, 
[10,000;  trade  and  clerical  workers, 
)0,000;  domestic  and  personal  ser- 
Lc,  335,000." 


.-buitt  dirigible  Altron  dwarfs 
'attleship  New  Hampshire  in  length. 

['The  vast  air- mileage  of  the  'Los 

ngcles'  and  the  'Graf  Zeppelin,' 
vithout  accident,  speaks  for  itself. 
Kach  has  made  single  nonstop  flights 
!)f  more  than  5,000  miles  at  average 
speeds  of  more  than  60  miles  an  hour. 
The  total  mileage  of  both  ships  is  well 
over  200,000." 

"Cotton  and  rubber  have  been  lead- 
ers in  the  continued  decline  of  com- 
modity prices.  On  a  government  esti- 


mate indicating  some  1.5  million 
bales  more  than  private  estimates, 
cotton  broke  fully  $7  a  bale,  the  Octo- 
ber delivery  getting  down  to  6.7  cents 
a  pound,  the  lowest  price  for  any 
cotton  option  since  January  1905. 
Continued  heavy  shipment  from  the 
Far  East  sent  rubber  below  5  cents  a 
pound  for  the  first  time.  .  .  ." 

50  years  ago 

(From  THE  ISSUE  OE  Sept  1, 1941) 
"A  brand  new  $35  million  [Ford] 
factor)'  to  build  Pratt  &  Whitney  air- 
plane engines  is  about  ready  for  opcr- 


present  predicament.  The  current 
tight  money  market  in  the  U.S.  has 
not  so  much  created  as  revealed  the 
industry's  Achilles  heel.  In  short,  the 
s&Ls  are  simply  less  well  organized 
than  many  competing  types  of  finan- 
cial institutions  to  weather  a  sudden 
tightening  in  the  money  market." 

"Away  from  the  kitchen:  The  more 
education  a  woman  has,  the  more 
likely  she  is  to  work  outside  the  home 
[is  the  conclusion  of  a]  recent  Depart- 
ment of  Labor  publication  report  that 
53%  of  women  aged  18  and  up  with 


An  aging  Henry  Ford  exhibits  new  Ford-built  aircraft  engine. 


ation.  It  will  turn  out  40  engines  a 
day.  At  Willow  Run,  near  Ypsilanti, 
Ford  is  building  the  world's  largest 
airplane  factory.  With  an  assembly 
line  more  than  a  mile  long  and  its  own 
airport,  this  plant  will  spread  over  rvvo 
square  miles  and  cost  $48  million." 

"To  my  mind,  all  talk  of  anything  like 
a  ten  years'  war  is  absurd.  I  don't  for  a 
moment  believe  that  Hider  can  hold 
out  that  long — even  should  he  force 
Russia's  army  to  continue  retreating. 
The  sufferings  already  borne  by  ever)' 
nation  under  Nazism  are  appall- 
ing. .  .  .  Long  before  1951,  nations 
under  Hitler's  cruel  heel  are  certain  to 
revolt." 

-B.C.  Forbes 

25  years  ago 

(From  ihe  issle oe Sepi  1 ,  1966) 
"Even  if  their  lost  momentum  is 
regained  some  day,  their  basic  eco- 
nomic makeup  appears  to  leave  the 
S&1.S  vulnerable  to  a  repetition  of  the 


four  years  of  college  are  in  the  labor 
force  and  72%  of  those  with  five  years 
of  college." 

10  years  ago 

(Fro.mihe  issLhOF  Alc".  31,  1981) 


Malcolm  Forties  at  his  40th  reunion. 


"Time's  inexorable  march  came  vis- 
ibly to  eye  and  mind  as  our  Princeton 
Class  of  1941  paraded  at  its  40th 
reunion  in  June.  I  was  a  bit  startled  at 
how  old  so  many  long  unseen  class- 
mates looked — until  receiving  this 
picture  of  self  and  undergraduate 
roommate  Dr.  Ix)uis  INIe."  §■ 
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Tou  have  to  come  up  in 
the  world  before  it's 
worthwhile  for  those 
worth  less  to  put 
you  down. 

When  you  don't  understand, 
it's  sometimes  easier  to 
look  like  you  do. 

None  mess  up  more  often 
than  the  old — except 
theyoun£[. 

It's £ir eat  to  Arrive, 

but  the  trip's  most  always 

most  of  the  fun. 

He  who  hesitates  is 
sometimes  wise. 

-Malcolm  Forbes 


Art  can  never  exist  without 
naked  beauty  displayed. 

-William  Blake/.  ' 

■   >■ 

I  wonder  whether  art  has  a 
higher  function  than  to  make 
me  feel,  appreciate,  and  enjoy 
natural  objects  for  their  art 
value.  So,  as  I  walk  in  the 
garden,  I  look  at  the  flowers 
and  shrubs  and  trees  and 
discover  in  them  an 
exquisiteness  of  contour,  a 
vitality  of  edge  or  a  vigor 
of  spring  as  well  as  an 
infinite  variety  of  color 
that  no  artifact  I  have  seen 
in  the  last  60  years  can  rival. 
-Bernard  Bkrknson 

Art  is  a  collaboration 
between  God  and  the  artist, 
and  the  less  the  artist  does 
the  better. 
-Andre  Gide 

Art  for  art's  sake  makes 
no  more  sense  than  gin 
for  gin's  sake. 
-Somerset  Mahc.ham 


A  Text ... 

The  Lord  recompense  thy 
work,  and  a  full  reward 
be  given  thee  of  the 
Lord  God  of  Israel, 
under  whose  wings  thou 
art  come  to  trust. 
-Ruth  4:12 


Sent  in  by  Tina  Engle,  Land 
O'Lakes,  Wis.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


Art  produces  ugly  things  which 
frequendy  become  beautiful 
with  time.  Fashion,  on  the 
other  hand,  produces  beautiful 
things  which  always  become 
ugly  with  time. 
-Jean  Coc:teau 

The  principle  underlying  all  art 
is  of  a  purely  religious  nature. 
-Vincent  d'Indy 

The  idea  of  a  Christian  art 
is  a  contradiction  in  terms. 
-Ernst  Haeckel 

Art  imitates  nature  as  well 
as  it  can,  as  a  pupil  follows 
his  master;  thus  it  is  sort 
of  a  grandchild  of  God. 
-Dante 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  m  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New 
York,  N.Y.  1001 1.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Where  the  spirit  does  not 
work  with  the  hand  there 
is  no  art. 
-Leonardo  da  Vinci 

Art  is  a  mirror  not  because 
it  is  the  same  as  the  object, 
but  because  it  is  different. 
A  mirror  selects  much  as  art 
selects;  it  gives  the  light 
of  flames,  but  not  their  heat; 
the  color  of  flowers,  but 
not  their  fragrance;  the  faces 
of  women,  but  not  their  voices; 
the  proportions  of  stockbrokers, 
but  not  their  solidit)'. 
-G.K.  Chest-erton 

We  all  know  art  is  not  truth. 
Art  is  a  lie  to  make  us 
realize  the  truth. 
-Pablo  Picasso 

Lying,  a  telling  of  beautiful 
untrue  things,  this  is  the 
proper  aim  of  art. 
-Oscar  Wilde 

Art:  Simply  a  right  method 
of  doing  things.  The  test  of 
the  artist  does  not  lie  in 
the  will  with  which  he  goes 
to  work,  but  in  the  excellence 
of  the  work  he  produces. 
-St.  Thom.\s  Aqlin.\s 

Nothing  is  more  uscfiil 
to  man  than  those  arts 
which  have  no  utilir\'. 

-0\ID 

Nature  is  ever>thing  a  man 
is  born  to,  and  art  is  the 
difference  he  makes  in  it. 

-jiMiN  Hrskint 

Art  di>es  inH  rcprtxluce 
the  visible;  rather,  it 
makes  \isiblc. 
-Pai'l  Klee 

Buy  Old  Masters.  They  fetch 
a  much  better  price  than 
old  misiresses. 
-Lord  Bkw  vrbrix>k 


336 


Fot+KTs  ■  September  2,  1991 


jeptember 


It 


J 


i^lo  American  Corporation:  South  Africa  after  aparthe 


9042  03332^^ 


(t 


September  16,  1991     Four  Dollars 


I 


ell  no 
e  won't 


ayi 


Why  consumers 

are  no  longer  faithful 

to  their  favorite  brands 


BURLINGAME 

SEP'o    1391 

USfRARY 


0X0^6   VD      gWVONIlVng 

gn  Dnend  ?,wvfNi^^ng 

02^0    T6D3n    TOO      tfieOT^/Z^OIt 


)    4393"3"8"'2' 


/M/yO: 


(OPF-CAH^^  Moice^i 


hcAve  all -Lo keel  dn\}e..  5uf 
iUe.  CdicA  co^is  akouf 
''^jpoo ^\\c\y'6  More. , 


I 


'1^ 


MAh):    AhCMt  A,coo  ck>\  W^ . 


(y\u^io)  ^ 


h 


^^ 


k 


J33  mm 


> 


^u 


K 


^1 


Coi 


Ad\aiuage:  Eagle 
Chry-slers  Newest  Di\ision 


Fagle  Talon  TSi  with  all-whccl  drive  and  IQ")  horsepower  turbocharged,  intereooled  engine  is  hacked  by  Chr>-slcrs  cxclusnt  7/70 
Protection  Plan.  This  plan  protects  the  engine  and  powertrain  tor  7  years  or  70,000  miles  and  against  outerKxiy  rust-thnxigh  for  7  years 
■g"  or  100.000  miles.  See  limited  warranty  at  dealer  Restrictions  apply.  Price  claim  Kised  on  comparison  of  sucker  pnces.  For  more 
C3a  770   information  about  Eagle  Talon,  or  how  to  buy  or  lease  one,  call  1-800-IEEP-EAGLE  Buckle  up  for  safety. 
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HeU  No— We  Won't  Pay 

By  Gretchen  Morgenson 

Could  the  glory  days  for  packaged- 
goods  marketers  be  over? 

Southwest  Airlines  48 

By  Subrata  N.  Chakravarty 

If  you  want  to  see  what  great  manage- 
ment looks  like,  look  at  this  firm. 

Anglo  American  Corp.  130 

By  Peter  Fuhrman 

Horizons  are  opening  in  South  Africa 

and  it  stands  to  benefit  mightily. 

Timing  The  Market  154 

By  A.  Gary  Shilling 

Better  to  sell  too  soon  than  overstay 

and  risk  a  crash. 


COMPANIES/INOUSTRIES 
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General  Electric 

By  Howard  Banks 

The  jet  engine  division  is  in  a  great 

power  position. 

Archer  Daniels  Midland  42 

By  Marcia  Berss 

How  to  get  rich  off  tax  breaks  and 

congressional  mandates. 

Housing  93 

By  William  Tucker 

Don't  count  on  builders  to  pull  us  out 

of  this  recession. 


Giddings  &  Lewis 

By  Tatiana  Pouschine 

The  toolmaker  with  the  big  R&D 
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Salomon  Inc.  113 

By  Richard  L.  Stern  and  Laura  Jereski 

How  far  did  the  ripples  extend  when 

Salomon  fixed  the  note  market? 


Amerada  Hess 

By  Howard  Rudnitsky 

Leon  Hess  stages  a  comeback. 
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Up  &  Comers: 

Stoneridge  Resources  142 

By  Seth  Lubove 

Randy  Samelson's  ideas  were  fine  but 

their  execution  was  terrible. 

Up  &  Comers: 

Helen  Of  Troy  Corp.  144 

By  Claire  Poole 

A  litde  company  latched  on  to  a  very 

big  name. 

USX  166 

By  James  R.  Norman 

Buying  Marathon  wasn't  such  a  bad 

idea  after  all. 
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German  Fashion 

By  Richard  C.  Morais 

Guess  where  some  of  the  smartest 

clothing  is  coming  from  these  days? 

Carlos  Slim  Helu  68 

By  Claire  Poole 

Meet  Mexico's  quiet  wheeler-dealer. 

LVMH  74 

By  Zina  Sawaya  and  Phyllis  Berman 

Intrigue  at  the  champagne-perfijme- 

handbag  house. 
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Mikimoto  88 

By  Hiroko  Katayama 

Yes,  even  Japanese  firms  can  become 

stuff}'  and  complacent. 

Siberia:  Hot  Spot  For  Investors    96 

By  Vladimir  Kvint 

The  Soviet  breakup  presents  great 

opportunities  for  investors. 

Turkey  171 

By  Roula  Khalaf 

It  finds  a  promising  market  in  repub- 
lics next  door. 
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Money  Men: 

Julian  H.  Robertson  Jr.  78 

By  Frederick  E.  Rowe  Jr. 

His  methods  defy  description  but  he's 

the  hottest  money  manager. 

Money  Men: 

Managing  Tax-Frees  120 

By  Katarzyna  Wandycz  i 

Heavy  trading  hasn't  hurt  fijnd  man- 
ager Kenneth  McAlley. 

I 

Charles  Givens  174 

By  Mary  Beth  Grover 

He  has  something  to  teach  us:  There  ^ 

no  such  thing  as  bad  publicity'. 


The  Funds: 
Counsellors  Tandem 

By  Suzanne  L.  Oliver 

Why  is  it  a  disappointment.' 
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'Be  prepared!" 
advises  Rick  Rusch. 
Thus,  his  all-season, 
anywhere-on-earth 
THple  Threat  TVench. 


Very  little  grass  grows  under  the  feet  of 
a  Lands'  End  Buyer  We  are  direct 
merchants,  adamant  about  going  right 
to  the  source  for  the  fibers, 
the  fabrics,  the  features  we 
want  for  each  product  we 
offer  So  we  know  about 
springtime  in  Inner  Mongo- 
lia. (Windy.)  Wintertime  in 
the  Scottish  Highlands. 
(Windier)  Summertime  in  Alabama. 
(Hot  as  all  get  out,  but  the  corn  fritters 
are  worth  it.) 

Charged  with  developing  the  outer- 
wear for  our  catalog.  Rick  Rusch  found 
himself  caught  up  in  a  typically  whirl- 


.\"Vi'' 


# 


'.ndencountPt 
in  the  saint  predicament.  Most  of  L 
in  trenchcoats. 

"1  watched  people  who  wore  trench- 
coats,"  says  Rick.  "Hopping  cabs, 
hustling  for  planes.  It's  such  a  business 
basic,  they  even  seemed  to  wear  them 
in  the  wintertime.  But  they  looked 
miserable.  I  asked  myself,  how  can  we 
give  them  a  more  functional  trench?" 

Rick  set  to  work.  He  started  with  a 
cotton  twill  shell,  treated  for  water- 
repellency  Something  to  keep  you  dry 
when  it  rains.  And  comfortable  when 
you're  on  the  move. 

Then,  the  unique  twist:  two  separate 
zip-in  options  to  meet  the  climatic 
needs  of  just  about  anyone. 

First:  "A  classic  wool  liner,  warm 
enough  fo'-  Baltimore,  D.C.,  San 
Francisco  places  like  that.  I  picked 
loden  cloih.  My  travels  taught  me  it's 
about  the  warmest,  lightest,  most 
durable  material  around." 

/  d  then:  "For  Chicago,  Minnesota, 
Toroi  Lo  and  points  north,  a  full  150- 
gram  Thinsulate"  liner  It'll  keep  you 
warm  well  below  freezing." 

Thus,  the  trench  for  all  those  year 
'round  travelers  who  don't  want  the 
bother  (or  expense)  of  multiple  gar- 
ments. All  for  only  $325,  in  Men's  Regular 
or  Tall,  Women's  Regular  or  Petite. 

"This  trench  is  like  an  upgradeable 
PC,"  says  Rick.  "Nothing  else  out  there 
gives  you  so  many  performance  options." 

Before  you  hit  the  road  again,  check 
out  the  Triple  Threat  Trench  and  the 
1001  other  functional  products  of  Lands' 
End.  All  waiting  for  you  in  our  catalog, 
yours  free  when  you  write  or  call. 

And  look  for  Rick,  appearing  soon  at 
an  airport  near  you. 

€>1991,  Lands' End,  Inc. 


Please  send  free  catalog. 
Lands'  End       Dept.  H-45 
DodgevUle,  WI  53595 


Name. 


Address. 


.Apt. 


City. 


State. 


.Zip. 


Writeoroall  toll  free: 
1-800-356-4444 


The  African  empire  iMiiider 
siniies  again. 
130 
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Better  to  dis- 
'      mount  the  bull 
early  than  to 
be  thrown. 
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The  Funds: 

Mutual  Benefit  Fund  199 

By  Seth  Lubove 

One  of  the  worst- selling  funds  is  one 

of  the  best  performers. 
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Academy;  electric  utilities;  oil  stocks; 
Carter- Wallace. 
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Numbers  Game: 
McDonald's 

By  Dana  Wechsler  Linden 

For  a  mature  company, 

thirsty  for  cash. 


44 
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56 


Exodus 

By  James  Cook 

What  happens  when  business  leaves 

the  cities  for  small -town  America? 

Think  Tanks  124 

By  Janet  Novack 

As  many  states'  finances  crumble,  new 
market-oriented  think  tanks  at  the 
statehouse  level  are  challenging  the 
old  vested  interests. 

Unforeseen  Consequences  150 

By  James  R.  Norman 

Privatizing  the  operation  of  some 
Navy  ships  was  supposed  to  help  the 
merchant  marine.  It  wasn't  supposed 
to  enrich  a  union  and  its  boss. 
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By  Joshua  Levine 
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38 


Fidelity  Versus  Citicorp 

By  David  Churbuck 

Banking-law  reform  is  irrelevant.  It's 

a  batde  of  computer  technology. 

Aldus  Corp.  176 

By  Kathleen  K.  Wiegner 

It  counts  on  presentation  software  to 
jazz  up  its  growth.  Also:  Commentary 
by  Esther  Dyson. 


SCIENCE  &  TECHNOLOGY 


180 


Smart  Glue 

By  Garv  Slutsker 

Understanding  glia  may  lead  to  treat 
ments  for  Alzheimer's.  Also:  Com 
mentary  by  Michael  Gianturco. 
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Investor 
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By  Christie  Brown 

Why  hang  the  original? 
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How  do  you  deal  with  employees  who 

can't  do  basic  math  or  write? 
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To  start  building  a  car,  or  J  anything  else  today,  you  need  more 
than  designs  and  determination.  You  need  a  freight  transportation 
partner  you  can  rely  on.  One  with  proven  ability  to  deliver  the  right 
product  at  the  right  time.  A  partner  like  CF  MotorFreight. 

We  pride  ourselves  on  being  an  integral  part  of  your  business,  in 
industries  ranging  from  automobiles  to  aerospace,  computers 
to  retailing.  That  means  playing  a  vital  role  in  Just-In-Time 
manufacturing,  inventory  management  and  distribution.  It 
means  dedicating  ourselves  to  increasingly  sophisticated 
levels  of  communication,  and  providing  the  flexibility  to 
make  your  business  more  competitive.  But  above  all,  it  means 
truly  understanding  and  responding  to  your  needs. 

As  a  Consolidated  Freightways  Company  we  satisfy  customers 
by  offering  the  most  complete  range  of  customer  focused  services  in 
the  industry  All  supported  by  unmatched  shipping  management  systems, 
by  CF  EXCEL,  our  quality  process,  and  by  a  team  of  professionals  devoted 
to  serving  both  your  business  and  that  of  your  customers. 

Let  us  give  your  company  a  head  start.  Because  at  CF  MotorFreight, 
we  don't  just  help  build  products.  We  help  build  businesses  and 
keep  them  growing. 


consoLionTED  FREiGHTiunva  mc. 

WE  PUT  YOU  MILES  AHEAD 


Ct  MotorFreight,  a  CF  Company.  Our  intermediate  and  long-haul  LTL  motor  ca frier 
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Shopping  fof  ideas 

Where  does  Forbes  get  ideas  for  articles?  By  inspiration  occasional- 
ly. More  often  by  slowly  accumulating  information  that  points  to 
important  new  trends  or  changes  in  trends.  For  example: 

Gretchen  Morgenson  was  pondering  a  visit  she  made  to  a  Safeway 
store  where  she  had  been  impressed  by  the  qualit\'  and  attractiveness 
of  the  house-brand  groceries  and  toiletries.  A  bit  later  she  was  talking 
with  an  investment  banker  who  had  done  a  leveraged  buyout  on  a 
marketer  of  toiletries.  The  banker  told  Morgenson  he  was  worried  by 
the  growing  power  of  food  retailers.  This  didn't  bode  well  for  the 
profitability  of  brand- name  grocery  products. 

Morgenson  began  to  see  a  trend.  After  talking  to  some  more 
people,  she  suggested  we  do  a  story  on  the  decline  of  branded 
packaged  goods.  I  was  skeptical.  Hadn't  no  less  a  sage  than  Warren 
Buffcrt  banked  heavily  on  the  value  of  these  consumer  franchises? 
And  we  couldn't  be  in  the  publishing  business  if  we  didn't  under- 
stand how  advertising  could  create  consumer  preferences.  But 
Morgenson  stuck  to  her  argument.  Then  I  remembered  Sainsbur\'. 

While  reading  copy  for  our  annual  report  on  world  billionaires  this 
summer,  I  had  been  struck  by  an  item  on  the  Sainsbur\'  family  of 
Great  Britain.  These  folks  had  become  billionaires  by  running 
supermarkets  where  net  profit  margins  averaged  at  least  double  what 
the  best  U.S.  chains  produce.  This  in  good  part  because  Sainsbury 
does  a  large  business  in  house-brands.  If  it  could  happen  there,  why 
not  here? 

Dozens  of  interviews  later  Morgenson  turned  in  "The  trend  is  not 
their  friend,"  the  cover  story  in  this  issue.  It  points  up  a  simple  moral: 
No  trend  lasts  forever.  "Consumers,"  says  Morgenson,  "are  not 
sheep,  they're  not  stupid  and  you  can't  take  their  loyalty  for  granted 
when  you  keep  raising  prices  the  way  the  cereal  people  and  the  soap 
people  have  been  doing."  Are  the  consumer  brand  franchises 
overrated?  The  story  begins  on  page  1 14. 

The  new  map  of  Eastern  Europe 

Vlai:>imir  Kvint,  a  Russian-born  economist,  has  contributed  for- 
ward-looking coverage  for  Forbes  on  the  collapse  of  socialism.  In 
"Russia  as  Cinderella"  (Feb.  19,  1990)  he  was  perhaps  the  first  writer 
to  predict  that  the  Soviet  Union  would  come  unglued.  Now,  he 
looks  beyond  the  dissolution  and  sketches  out  the  new  economic  and 
political  groupings  he  is  convinced  will  emerge.  "Siberia:  a  warm 
place  for  investors"  begins  on  page  96. 

Flying  high 

What  is  "good  management"?  Lots  of  people  have  tried  to  define  it, 
but  it  can  better  be  described  than  defined.  In  "Hit  'cm  hardest  with 
the  mostest,"  Subrata  Chakravart)'  does  one  of  the  best  jobs  of 
describing  a  specific  case  of  superior  management  I  have  seen  in 
years.  His  report  on  Southwest  Airlines  begins  on  page  48. 
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Whatever  your  financial  needs, 
our  numbers  give  you  an  edge. 
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-^  The  Principal  Edge 

'  $31 ,000,000,000.  With 

nearly  $31  billion  in  assets 
under  management,  The  Principal 
Financial  Group®  is  one  of  America's 
strongest  financial  services  organiza- 
tions. The  Principal®  consistently  earns 
excellent  ratings  from  Moody's,  Standard 
&  Poor's  and  A.M.  Best. 
7,500,000.  Our  individual  and  employee 
benefit  customers  now  number  7.5  million,  and 
growing. 
112.  For  112  years,  we've  been  tailoring  products 
and  services  that  give  individuals  and  businesses  an 
advantage. 

99%.  Our  accuracy  rate  on  claims.  And  we  process  those 
claims  in  6  working  days,  or  less. 
6.  We've  become  the  6th  largest  life  insurance  company 
in  the  U.S*  by  never  forgetting  who's  number  one. 
1.  You.  Because  at  The  Principal,  we  want  you  to  feel 
like  you're  our  only  customer. 

It  all  adds  up  to  The  Principal 
Edge.  To  learn  more  about  it, 
call  toll  free:  1-800-633-0323. 
»  The  Principal  Financial  Group, 

'ol     Des  Moines,  lA  50392-01 50. 


•based  on  premium  income  for  Principal  Mutual  Life  Insurance  Company  (The  Principal).  ©  1991  Principal  Mutual  Life  Ins  Co. 
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Guerra  de  las  colas 


Last  YEAR  PepsiCo  became  the  largest 
consumer  products  company  in  Mex- 
ico by  acquiring  80%  of  cookie  king 
E!,mprcsas  Gamesa  (Feb.  18). 

But  archrival  Coca-Cola  still  con- 
trols two-thirds  of  the  Mexican  soda 
market,  versus  20%  for  Pepsi — and 
that  galls  the  folks  at  Pepsi's  Purchase, 
N.Y.  headquarters.  PepsiCo  has  for 
years  been  fortifying  its  distribution 
network  by  buying  independent  Pepsi 
bottlers  in  the  U.S.  and  abroad.  It 
apparently  wants  to  do  the  same  thing 
in  Mexico  by  buying  that  country's 
largest  Pepsi  bottler,  Grupo  Escor- 
pion.  Escorpion,  privately  held  by  the 
Molina  family,  is  reputed  to  be  worth 
$700  million — more  than  twice  what 
PepsiCo  shelled  out  for  Gamesa.  But 
it  may  be  well  worth  the  price,  be- 
cause Grupo  Escorpion's  sugar  mills, 
combined  with  those  run  by  Gamesa, 
could  significantly  bolster  PepsiCo's 
cookie,  candy  and  soft-drink  lines  in 
Mexico.  -Clairj-:  Poole 


Crowded  in  the  Caymans 

A(;c:usEn  stock  swindler  Richard  Ber- 
toli  has  been  dubbed  the  "Teflon 
don"  of  the  securities  underworld  for 
his  ability  to  scjuiggle  out  of  prosecu 
tion  for  his  misdeeds  (Ec)RBES,  Oct.  7, 
1990).  But  in  April  a  British  court 
quashed  Bertoli's  effort  to  prevent  the 
feds  from  examining  his  intricate  web 
of  secret  bank  and  brokerage  accounts 
in  the  Cayman  Islands,  a  member  of 
the  British  ('ommonwealth  Mid  a 
popular  tax  ha\cn  in  the  C'aribbcan. 
The  feds,  who  combed  through  the 
records  in  luly,  say  Bertoli  used  the 
accounts  to  carr\'  out  his  alleged  stock 
manipulations.  Depositions  are 
scheduled  to  begin  this  month.  Bcr 


toli,  59,  could  stand  trial  in  Newark, 
N.J.  by  this  winter. 

Meanwhile,  as  of  June  the  Securi- 
ties &  Exchange  Commission  was 
investigating  trading  in  the  stock  of 
Executive  Telecard,  one  of  the  few 
Bertoli-connected  companies  with  a 
viable  business:  an  international  tele- 
phone card  that  lets  travelers  avoid 
exorbitant  rates  on  hotel  phones. 

Earlier  this  year,  Tw  Real  Estate,  a 
company  formed  in  the  name  of  Ber- 
toli's wife,  welched  on  an  order  to  buy 
$250,000  worth  of  Executive  Tele- 
card's  over-the-counter  shares  after 
the  price  tumbled. 

When  an  executive  from  the  ag- 
grieved marketmaker,  Dominick  & 
Dominick,  demanded  payment  from 
Mrs.  Bertoli,  he  got  a  call  instead  from 


The  Bertoli  spread  in  Rye,  N.Y. 
On  an  income  of  $442  a  month? 


Bertoli  himself,  and  quickly  rcceixed 
the  money  by  wire.  This  is  the  same 
Richard  Bertoli  who  has  been  in  per- 
sonal bankruptcy  since  1983,  when 
he  claimed  that  his  only  steady  in- 
come was  a  S442  monthly  check  from 
the  Veterans  Administration.  If  the 
feds  have  it  their  way  in  court,  they 
will  be  providing  Bertoli's  room  and 
board  as  well. 

-Gr.\rui  Bltton 

Hibernation? 

EoRBES'  crv'stal  ball  was  badly  clouded 
when  we  praised  the  management  of 
New  Orleans'  Hibernia  Cory>.  (Mar. 
20,  1989).  The  $7  billion  (assets) 
bank  had  run  up  a  string  of  64  consec 
uti\  e  quarters  of  rising  earnings,  and 
we  were  impressed.  We  should  have 
probed  deeper. 
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►e  it  the  incomparable  VIP 
service  of  Blue  Diamond  Class, 
the  top-notch  attention  to 
detail  in  Gold  Class,  SAA  has 
over  the  years  earned  its  stripes 
by  earning  the  respect  of  you 
the  business  traveler. 

And  that  bold  statement  of 
fact  is  one  of  the  best  ways  to  fly 
either  via  Rio  de  Janeiro  or  our 
1 0  European  Gateways. 

For  more  information,  con- 
tact your  travel  agent  or  call 
1  -800-722-9675.  In  New  York 
(212)826-0995. 


SOUTH  AFRICAN  AIRWAYS 


After  the  Office  of  the  Comptroller 
of  the  Current'  instituted  tighter  ac- 
counting standards  in  early  1990,  the 
bank's  commercial  real  estate  portfo- 
lio didn't  look  good.  Loans  to  wobbly 
borrowers — like  Charter  Medical 
Corp.  and  Kinder- Care — went  bad 
after  Hibernia  bought  portions  of 
them  from  money  center  banks.  In 
the  last  year  total  nonperforming  as- 
sets have  more  than  doubled,  to  S340 
million.  Hibernia  has  lost  S94  million 
over  the  last  18  months.  The  XYSE- 
listed  stock  has  dropped  from  22  a 
share  to  a  recent  3. 

In  July  Chairman  Martin  Miler  re- 


Ousted  Hibernia  Chairman  Martin  M;,e^ 
The  bank's  days  may  also  be  numbered. 


signed,  apparently  under  pressure 
from  banking  regulators,  and  was  im- 
mediately followed  by  three  other  top 
executives.  Sidney  Lassen,  a  New  Or- 
leans real  estate  investor  and  Hibernia 
board  member,  took  over  as  interim 
chairman.  The  feds  arc  rumored  to  be 
scrutinizing  Hibernians  books  to  de- 
termine if  the  now  deposed  manage- 
ment stretched  federal  accounting 
rules  to  maintain  the  earnings  streak. 
The  bank  has  warned  it  may  have  to 
dcfiult  on  an  $85  million  line  of  credit 
from  sc\cn  other  banks. 

What  no^\r  The  bank  shouldn't 
have  trouble  selling  its  crow  n  jewel, 
$1.1  billion  (assets)  Hibernia  Nation- 
al Bank  in  Texas.  But  what  the  parent 
company  really  needs  is  a  merger,  and 
rumor  is  investment  banker  Gold 
man,  Sachs  has  found  no  takers  with 
out  government  assistance. 

In  our  1989  article  we  lauded  Hi 
bernia  as  disciplined.  lAH>ks  more  like 
dumb.  Bi 
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Who  Covers  Business 
Insurance  From  A  to  Z? 


Zurich- American.  And  we  can  make  a  very  good 
case  for  going  with  the  business  insurance  specialist. 

You  see,  we  commit  the  kind  of  time  and  people  it 
takes  to  really  know  your  business.  So  we  can  provide 
the  right  insurance  for  your  particular  needs.  And  we 
back  it  up  with  financial  stability  you  can  depend  on. 
Stability  that  is  reflected  in  our  "A"  rating  from  A.M. 
Best  and  "AAA"  from  Standard  and  Poor's. 

What's  more,  as  part  of  the  worldwide  Zurich 
Insurance  Group,  with  offices  and  experience  in  over 
100  countries,  we  have  the  insurance  capacity  and  the 
people  to  make  a  world  of  difference  for  you  at  home 
and  abroad. 

So  make  sure  you're  carrying  the  ideal  business 
insurance.  Make  sure  it's  Z-A.  Zurich- American. 

ZURJCH'AMERJCAN 

i:        INSURANCE  GROUP 

American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company  "American  Guarantee  and  Liability  Insurance  Company  •  Executive  Oflices,Schaumburg.lL  60 1 96 
A  MEMBER  Of  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 
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Mickey  cavorts  at  Tokyo  Disneyland 
Trying  to  get  a  piece  of  tiie  new  park? 


Mickey  does  Tokyo 

Is  Walt  Disnhy  Co.  trying  to  recover 
from  a  missed  trick  over  Tokyo  Dis- 
neyland? A  decade  ago  it  took  no 
equity  in  the  project  and  put  up  no 
construction  money  in  its  deal  with 
Japanese  partner  Oriental  Land  Co. 
Instead  it  took  10%  of  ticket  sales  and 
5%  of  concessions,  which  have  paid 
Disney  handsome  royalties  of  $415 
million  since  the  park  opened  in 
1983.  But,  in  hindsight,  Disney 
would  have  been  better  off  owning  a 
piece  of  the  park. 

Disney  now  wants  to  build  a  version 
of  the  Disney-MGM  studio  tour  next  to 
the  Tokyo  park,  like  the  one  that 
opened  in  Orlando  in  1989.  Oriental 
Land  will  decide  in  March  whether  to 
go  ahead .  Disney  at  one  point  spoke  of 
taking  a  50%  stake  in  the  project,  says 
Masatomo  Takahashi, 
chairman  of  Oriental 
Land,  in  a  recent  news- 
paper interview.  He 
isn't  likely  to  give  in 
easily  to  Disney  but 
seems  to  want  Disney 
to  kick  in  for  construc- 
tion costs  this  time. 

Real  estate  is  pre- 
cious in  Japan,  and 
Oriental  Land  (mostly 
t)wncd  by  Mitsui  Real 
Estate,  Keisei  Electric 


Railway  and  Chiba  Prefecture)  owns 
the  spacious  site.  And  the  prefecture 
must  bless  any  disposition  of  the 
property.  Now  we'll  see  how  good  a 
negotiator  Disney's  Michael  Eisner  is 
when  the  other  guy  holds  strong 
cards.  -Gale  Eisenstodt 

and  HiROKC)  Katayama 

DeBaii:olo  restructures 

Edward  J.  DhBartolo,  the  nation's 
leading  shopping  mall  developer,  ap- 
pears caught  in  a  cash  crunch.  His 
company  has  been  renegotiating  over 
a  half- billion  dollars  of  unsecured 
short-term  debt  since  the  beginning 
of  the  year  with  a  dozen  of  its  banks, 
including  Chemical  and  Wells  Fargo. 
Much  of  DeBartolo's  problem  is 


that  he  is  opening  over  5  million 
square  feet  of  malls  this  year,  right  in 
the  midst  of  a  sick  retail  market.  Also, 
DeBartolo's  $480  million  loan  to  the 
bankrupt  Campeau  Corp.  hasn't  paid 
interest  since  1989.  No  one  thinks 
DeBartolo  is  going  under,  but  with 
the  banks  in  a  tough  mood  these  days 
he's  probably  going  to  have  to  kick  in 
higher  interest  and  throw  in  addition- 
al collateral.  And  DeBartolo  is  likely 
to  get  some  fresh  cash  in  the  restruc- 
turing. But  the  company  says  it  hasn't 
yet  decided  to  do  the  deal. 


This 
is  a 
win? 


BRITAIN'S  T\'S  Entertainment,  stag- 
gering from  its  $320  million  purchase 
of  the  U.S.'  MTM  Entertainment  in 
1988,  may  be  taking  on  another  hea\y 
financial  burden.  To  stave  offcomp>e- 
tition  in  the  British  government's 
auction  of  commercial  telexision  li- 
censes, ITS  went  hog- wild.  To  keep  its 
existing  license  for  the  desirable 
southern  England  franchise,  T\'S  bid  a 
preemptive  $90  million  a  year,  more 
than  twice  its  pretax  broadcasting 
profit  in  1990. 

Winners  will  be  announced  next 
month.  lA  S  looks  a  shoo-in,  but  it  will 
be  a  INrrhic  victor\'  at  that  price.  TV'S 
stock  sold  otY  i>n  news  of  the  bid. 
Time  Warner,  on  the  prtiw  1  for  inter- 
national acquisitions  that  don't  cost 
too  much,  has  agreed  to  help  sht>ul- 
der  the  cost,  paying  about  $25  million 
for  up  to  21%  of  the  company  ifl'V'S 
wins.  -John  Marcom  Jr. 

Bank  shot 

A  WHO  s  WHO  of  rich  Dallas  business- 
men are  scrambling  to  reduce  their 
financial  vulnerabilirv  in  recent  law 
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suits  filed  by  the  Federal  Deposit  In- 
surance Corp.  over  the  1988  failure  of 
Dallas'  First  RepublicBank.  Among 
the  ex-directors  named  in  the  suit  are 
oilman  Ray  Hunt,  country  club  mag- 
nate Robert  Dedman,  real  estate  ex- 
ecutive J.  McDonald  Williams  and  ex- 
Dallas  Cowboys  owner  H.R.  (Bum) 
Bright.  The  suits  seek  over  SI 00  mil- 
lion in  damages;  the  First  Republic 
bust  will  cost  the  feds  $3  billion,  still 
the  biggest  bailout  ever. 

Former  directors  deny  HDIC  allega- 
tions they  were  asleep  on  the  job. 
Some  complain  that  FDIC  Chief  Wil- 
liam Seidman — who  leaves  office  next 
month — promised  them  just  before 
the  failure  that  they  wouldn't  be  sued 
personally.  Since  the  failure,  share- 
holder suits  have  exhausted  most  of 
the  S25  million  worth  of  liability  in- 
surance for  officers  and  directors,  say 
the  insurers.  Some  of  the  defendants 
in  the  fdic  suit  just  sued  the  insurers, 
claiming  existence  of  another  $25 
million  or  so  of  coverage.  If  that 
gambit  fails,  some  Dallas  heavy  hitters 
could  find  themselves  almost  totally 
exposed.  -WiLLiAiM  P.  Barrett 

Kick  'em  ^en 
they're  dowa 

John  Guti-rhund  was  to  be  a  panelist 
at  an  sec -hosted  conference  for  world 
securities  regulators  planned  for  late 
September.  He  was  to  share  the  podi- 
um with  Gerald  Corrigan,  president 
of  the  New  York  Fed,  the  guy  who 
reportedly  gave  Gutfreund  the  push 
that  toppled  him  as  majordomo  of 
Salomon  Brothers.  Now  the  sec;  has 
also  given  Gutfreund  the  boot.      Hi 


Deposed  Salomon  chief  John  Gutfreund 
The  SEC  said  "no  thanks." 
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Made-to-measure  suits 
Ready-made  prices 

Ihe  fit  is  perfect.  The  details  are  a  reflection  of  your  personal  taste.  .4ncl, 
during  the  month  of  September,  we  offer  clothing  made-to-measure  at  no 
additional  charge.  You  may  be  surprised  to  learn  that  our  made-to-measure 
suits  start  with  Kilgour  French  &  Stanbury  at  $595. 

We  offer  clothing  made  by  Brioni,  Hickey-Freeman,  Gieves  &  Hawkes, 
H.  Huntsman  &  Sons,  Kiton,  Norman  Hilton,  Oxxford  Clothes.  Polo  by 
Ralph  Lauren,  Kilgour  French  &  Stanbury  and  Ermenegildo  Zegna  in  a 
broad  variety  of  styles  and  an  extraordinary  selection  of  exclusive  fabrics. 

On  selected  dates  throughout  September,  senior  executives  from  our  clothiers 
will  be  available  to  assist  you.  On  Tuesdays.  Wednesdays  and  Thursdays  we 
will  be  opening  at  8:00  a.m.  and  serving  a  complimentary  breakfast. 

For  information  or  an  appointment  please  call  212  929  9000  x360. 

BARNEYS 
N  E  W  Y  O  R  K 

Seventh  Avenue  and  Seventeenth  Street  212  929  9(KH)/T»ii  Uorld  Finanria!  Center  212  945  1600 
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AIM^  EasyLink  Services. 

In  business,  our  need  to  communicate  in 
the  most  efficient  way  never  changes.  Yet, 
how  we  communicate— how  we  see,  hear 
and  say  things— is  changing  continually. 
That's  why  AT&T  created  AT&T  EasyLink 
Services,  a  business  that  integrates  the  AT&T 
Global  Messaging  Unit  and  Western  Unions 
Business  Services  Division. 

By  combining  the  strengths  of  these  \^o 
enterprises,  AT&T  EasyLink  Services  can 
help  you  take  advantage  of  the  rapidly 
evolving  business  communications  environ- 
ment. Enhanced  FAX,  Electronic  Data 
Interchange,  Telex  and  Electronic  Mail  from 
AT&T  can  help  improve  how  your  business 
communicates  today  And  AT&T  EasyLink 
Services  is  working  to  bring  you  truly  inte- 
grated voice,  data,  text  and  video  messages. 


How  to  see,  hear  and  say  things  you  never  corn 


So  regardless  of  your  company's  size, 
scope  or  field,  if  you  want  to  find  out  how 
you  can  send  and  receive  messages  better, 
AT&T  EasyLink  Services  would  like  to  talk 
with  you. 

AT&T  EasyLink  Services.  It  does  more 
than  just  improve  how  your  business  com- 
municates, it  helps  to  transform  the  way 
you  do  business  by  allowing  you  to  see, 
hear  and  say  things  you  never  could  before. 

For  more  information,  call  your  account 
representative  or  AT&T  EasyLink  Services  at 
1 800  242-6005,  Dept.  6602. 


«)  1991  AT&T 
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EasyLink  Services 
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Health  care  costs 

Sir:  It  is  refreshing  to  find  someone 
who  recommends  disclosure  and  free- 
market  economics  as  a  solution  for 
controlling  health  care  costs  (Fact 
and  Comment,  Aug.  5).  Physicians 
and  hospitals  do  have  price  lists  for 
their  services.  Services  can  be  com- 
pared. A  review  of  recent  admissions 
for  a  local  hospital  shows  that  while 
emergency  care  will  not  be  responsive 
to  this  system,  68%  of  hospital  admis- 
sions are  on  a  nonemergency  basis.  In 
these  situations  an  individual  could 
consider  cost. 
James  W.  Bethea,  M.D. 
Lon£iview,  Tex. 

Sir:  I  disagree  with  you  that  the  pri- 
mary focus  for  change  in  our  health 
care  system  should  be  on  the  hospi- 
tals. The  hospital  is  the  last  and  most 
tangible  element  in  the  modern 
health  care  delivery  system.  A  great 
many  hospitals  are  either  not-for- 
profit  or  local -government- owned. 
This  cannot  be  said  of  the  suppliers, 
pharmaceutical  companies  or  most  of 
the  physicians. 

This  "system"  is  driven  by  the  phy- 
sician caring  for  the  patient.  In  a  free 
market  the  consumer  and/or  family 
must  take  an  active  part  in  the  deci- 
sion-making process  in  how  they  are 
being  cared  for  and  the  cost  of  the  care 
provided.  As  a  rule,  neither  is  current- 
ly happening.  Resource  consumption 
is  controlled  by  the  physicians  and  the 
patient.  Any  truly  productive  changes 
must  focus  in  this  area. 
Randall  D.  Arlett 
Business  Manager 
Pullman  Memorial  Hospital 
Pullman,  Wash. 

Chinese  checkers 

Sir:  While  your  cover  story  on  Shen- 
zhen ("The  mountains  are  high,  the 
emperor  is  far  away,"  Au^.  5)  paints 
an  accurate  picture  of  phenomenal 
growth,  the  zone  still  has  its  prob- 
lems, specifically  its  inability  to  launch 
an  organized  securities  exchange  and 
the  related  shortage  of  good  manage- 
ment talent.  Don't  underestimate  the 
strength  of  the  socialist  political  struc- 
ture, especially  on  a  local  and  provin- 
cial level.  The  "tired,  old  autocrats" 
have  spent  a  great  deal  of  cftbrt  purg- 
ing   and    rebuilding    their    power 


throughout  the  prc. 
Stephen  A.  Kolenda 
Associate  Professor  of  Management 
Hartwick  Colle£[e 
Oneonta,  N.T. 

Simon  says 

Sir:  Re  "Simon  stumbles"  (Au£r.  5). 
The  article  was  written  in  direct  con- 
tradiction of  facts  painstakingly  laid 
out  for  Forbes  by  my  partners,  Gerald 
L.  Parsky  and  Preston  Martin.  Not- 
withstanding Forbes'  absurd  "valua- 
tions" on  certain  of  our  investments 
and  inaccuracies  regarding  what  we 
paid  for  our  institutions,  we  believe 
"the  score  to  date"  is  quite  simple — 
over  $200  million  in  profits  on  just 
two  investments  in  the  financial  ser- 
vices industry. 

The  press  very  liberally  judges  the 
ethics  of  the  businessman.  But  it  is 
ironic  that  they  exempt  themselves 
from  the  same  standards  they  so  strict- 
ly impose  on  others. 
Willl\m  E.  Simon 
WSGP  Partners 
Los  An£ieles,  Calif. 

Patent  follies 

Sir:  Re  your  article  "Whose  invention 
is  it  anyway.^"  (Au^.  19).  The  U.S. 
Patent  Office  can  only  be  a  rubber 
stamp  issuing  entry  visas  into  the  U.S. 
legal  system  and  guaranteeing  job 
security  for  lawyers  and  patent  exam- 
iners. To  argue  that  the  patent  system 
"protects"  inventors  is  like  saying  the 
Mafia  protects  small  family  business- 
es. Sure  it  does,  but  at  what  cost? 
Tari  Taricco 
San  Pedro,  Calif. 

Cocaine  control 

Sir:  In  the  International  Billionaires 
issue  (July  22),  you  claim  that  the 
Ochoa  brothers,  members  of  the  Me- 
dellin  cartel  who  surrendered  to  Co- 
lombian authorities  in  December, 
now  nm  their  illicit  business  from  jail. 
There  is  no  evidence  that  they  arc 
conducting  business  from  prison. 
Pablo  Escobar,  leader  of  the  Mcdellin 
cartel,  recently  surrendered.  Extraor 
dinar)'  steps  are  being  taken  to  ensure 
that  he  will  not  continue  his  illicit 
business  from  jail.  If  any  illegal  activity 
should  occur,  Escobar  will  lose  the 


benefits  of  his  plea  bargain. 

Colombia  will  continue  its  vigor- 
ous law  enforcement  and  interdiction 
efforts.  The  only  real  way  to  stop  the 
flow  of  cocaine  is  to  stop  demand. 
Winning  this  war  will  take  a  concerted 
effort  between  our  country  and  the 
governments  and  peoples  of  consum- 
er nations. 

Jaime  Garcia- Parra 
Ambassador  for  Colombia 
Washin£iton,  D.C. 

VfishSvl  waters 

Sir:  "Calling  Commodore  Gould" 
(Follow-Through,  July  8)  lacks  objec- 
tivity. Irving  Gould  is  not  an  "absen- 
tee" chairman,  but  works  regularly, 
week  in  and  week  out,  at  Commodore 
offices.  SoftAvare  developers  have  not 
"avoided"  writing  for  Commodore 
Amiga.  Thousands  of  software  tides 
exist  for  the  Amiga.  Your  conclusion 
that  Commodore  faces  "rough  sail- 
ing ahead"  is  perhaps  wishful. 
Mehdi  R  Ali 
President 

Commodore  International  Limited 
New  York,  N.Y. 

R.I.P.,Abe 

Sir:  Abraham  Lincoln's  remains  vsill 
definitely  rest  in  peace  (Fact  and 
Comment,  July  22).  After  he  was  bur- 
ied, some  19th-centur\'  ghouls  dug 
them  up.  He  was  reburied  under  tons 
of  concrete.  The  samples  of  body 
tissue  referred  to  were  removed  be- 
fore he  was  buried. 
James  S.  Sweet 
Boone,  N.C. 

It  still  ain  V  ri(jht! — Ed. 


Lincoln's  Tomb.  Springfield.  Ill 

Safe  from  ghouls 

and  other  busybodies  now? 
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Good  design  comes  naturally. 


The  shape  and  color  of  a 
rose  serve  to  attract  the 
insects  that  ensure  its 
pollination.  The  shapes  of 
our  glasses  are  equally 
functional  -  each  one 
designed  to  bring  out  the 
full  flavor  of  a  drink.  The 
Excelsior  range  is  an 
excellent  example. 
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Of  course  we  are  drawn  to  a 
rose's  beauty,  but  the  natural 
role  of  its  shape  and  color  is  to 
attract  the  insects  that  are  vital 
to  its  reproduction. 

And  while  a  beautiful 

glass  appeals  to  the  eye,  it 
must  also  serve  a  function. 
Which  is  why  our  glas- 
ses come  in  so  many  shapes 
and  sizes.  Each  type  is  design- 
ed to  enhance  the  particular 
qualities  of  a  drink.  The  bou- 
quet of  a  fine  red  wine,  for 
example,  wouldn't  fully  unfold 
in  a  white  wine  glass.  And 
brandy  just  isn't  the  same 
without  a  snifter.  Just  as  drinks 


differ,  so  do  tastes.  And  so  we 
offer  a  range  of  over  7,000 
glasses.  From  sophisticated 
contemporary  to  the  classic 
sparkle  of  cut  crystal.  And  we 
take  pride  in  the  fact  that  many 
have  received  awards  for 
design  excellence. 

Elegant    glassware    is 

just  one  example  of  how 
Schott  Cristal's  innovative 
development  responds  to  spe- 
cific needs.  Other  examples 
abound  in  fields  of  advanced 
technology. 

Schott         worldwide: 

50,000  products,  50  produc- 
tion facilities,  represented  in 
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more  than  100  countries,  with 
over  $  1 ,5  billion  in  sales. 
Schott  in  North  Amer- 
ica, 11  companies  employing 
more  than  1,800  people. 

Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation. 
Department  F  38. 3  Odell  Plaza, 
Yonkers.N.Y  10701. 


M  SCHOTT 

Nobody  knows  more  about  glass. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


THE  GLORIOUS 

Thh  Russian  Rkvolution  of  October  1917  was  history's 
worst  disaster  since  the  fall  of  the  Roman  Empire.  It 
brought  into  being  a  system  that  killed  tens  of  millions  of 
people  and  ruined  the  lives  of  hundreds  of  millions  of 
others.  It  spawned  Naziism,  a  World  War  and  the  Cold 
War.  It  corrupted  the  human  soul,  perverting  or  destroy- 
ing every  humane  impulse.  It  debased  language — "truth" 
was  a  lie;  "democracy"  was  dictatorship;  "liberation"  was 
slavery;  "the  people"  were  a  self-appointed,  self-perpetu- 
ating elite  of  murderous  gangsters,  and  so  on.  Commu- 
nism was  indeed  an  Evil  Empire,  a  new  Dark  Age. 

What  Lenin  launched,  Yeltsin  sank.  Communism  has 
suffered  its  ultimate  discrediting. 

The  events  of  the  week  of  August  18  may  be  for  Russia 
what  the  Glorious  Revolution  was  for  England  in  1688, 
when  Parliament  turned  back  the  reactionary  forces  of 


REVOLUTION 

James  II,  putting  in  train  the  evolution  of  ideas  that  led  to 
our  own  revolution  and  the  rebirth  of  democracy. 

But  Yeltsin's  revolution  may  do  more  than  rescue 
Russia  from  its  dismal  past.  The  dawn  of  the  20th 
century  was  an  optimistic  age.  People  contemplated  a 
dazzling  era  of  material  prosperit\'  and  political  enlight- 
enment. Democracy  and  the  rule  of  law  would  spread 
everywhere.  Even  autocratic  Russia  was  lurching  toward 
a  constitutional  monarchy;  it  had  the  world's  fastest 
economic  growth  rate;  it  was  the  globe's  largest  export- 
er of  grain. 

Then  came  World  War  I,  a  murderous  conflict  that 
shook  the  underpinnings  of  Western  liberalism,  creating 
the  environment  for  communism  and  fascism. 

Now,  as  the  20th  century  closes,  we  have  a  chance 
again  of  fijlfilling  the  promise  with  which  it  began. 


BUT  EUPHORIA  OVER  THE  COLLAPSED  KREMLIN  COUP 

shouldn't  blind  us  to  the  need  to  overhaul  our  pohcies      emphasis  on  high  taxes  and  devaluations, 
with  that  troubled  Empire.  ^e  can  help,  not  so  much  with  aid  as  with  useful ad\'\cc. 

First  priority'  is  currency'  reform. 
Without  real  monev,  an  economy 


The  U.S.S.R.'s  centrifugal 
forces  will  accelerate.  Almost  un- 
noticed during  the  attempted 
coup  was  the  sudden  declaration 
of  independence  by  Estonia,  the 
most  cautious  of  the  Baltic  na- 
tions. We  shouldn't  hesitate,  as  we 
have  up  to  now,  to  recognize 
breakaway  republics  if  they  have 
established  genuine  democracies. 

The  Soviet  economy  is  a  sham- 
bles. But  our  economic  advice 
thus  far  has  been  half-baked, 
when  not  utterly  destructive.  In 

Eastern  Europe,  for  instance,  it  has  helped  throtde  the 
transition    to    open,    vibrant    markets    because    of  its 


Presidents  Ruutel  and  GortMinovs: 

Estonia  and  Latvia  declared  independence 
The  critical  Ukraine  is  doing  it,  too. 


reverts  to  barter,  which  is  what  has 
happened  to  the  Soviet  Union. 
This  centurN'  provides  numerous 
successful  models  for  reviving  a 
countr\''s  currency,  including  Ger- 
many, Italy  and  South  Korea.  We 
can  provide  Russia  with  the  details. 
Next  would  come  other  basics: 
making  it  easy  for  people  to  begin 
businesses;  reducing  onerous  tax- 
es on  private  entities;  establishing 
private  property'  rights;  and  selling 
off  apartments  (perhaps  to  current  occupants  for  a  nomi- 
nal fee),  land  and  state  companies.  Here,  again,  we  can 


LATIN  AMERICA— NEXT  ECONOMIC  POWERHOUSE 


/  was  recently  part  of  a  delegation  of  business  execu- 
tives headed  by  Commerce  Secretary  Robert  Mos- 
bacher  that  accompanied  Vice  President  Quayle  (see 
also  p.  24)  on  a  four-nation  snnn^  through  Latin 
America.  Our  mission  was  to  seek  out  new  business; 
the  Vice  President's,  to  encourage  free  market  reforms 


and  democracy.  Below,  some  obsenmtions: 
Air  Porch  Two — Leaders  in  Argentina,  Brazil,  Venezue- 
la and  even  Haiti  are  now  speaking  and  acting  as  if  they 
were  pupils  of  Milton  Friedman. 

■   In  Venezuela,   President   Carlos  Andres   Perez   is 

(Continued  on  p.  192) 
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offer  much  needed  technical  advice.  Soviet  communism 
today  is  dead,  but  that  doesn't  guarantee  that  democracy 


will  supplant  it.  Economic  revival  is  essential  for  keeping 
authoritarian  and  xenophobic  impulses  at  bay. 


ROUND  TRIP 

Russia  should  send  Lenin's  corpse  in  a  sealed  train  to  Switzerland,  where  that  monster 
started  his  fateful  1917  journey.  The  remains  should  then,  at  last,  be  buried  or  burned. 

MAN  WITH  NO  FUTURE 

Fidel  Castro 

DAN  QUAYLE  IS  NOT  THE  DAN  QUAYLE 


portrayed  by  political  commentators  and  TV  comedians. 
And  never  has  been. 

Before  landing  at  our  first  stop  in  Caracas,  Venezue- 
la, on  our  Latin  America  trip,  the  Vice  President  briefed 
us  on  how  he  saw  the  situation 
there,  giving  us  insights  into  the 
country's  political  and  economic 
scene  and  then  asking  for  thoughts 
and  observations.  (He  repeated  the 
process  with  each  of  the  other 
countries.)  It  was  quickly  evident 
that  Quayle's  knowledge  of  and  feel 
for  the  region — this  was  his  third 
visit — went  beyond  his  voluminous 
briefing  books.  He  displayed  an  im- 
pressive, easygoing  confidence.  Af- 
ter leaving  the  Vice  President's  Air 
Force  Two  cabin,  my  business  colleagues  were  incredu- 
lous, remarking  to  each  other  how  utterly  different  he 
was  from  the  media  caricature. 

We  also  saw  Quayle  interact  with  national  leaders.  He 


Quayle  and  Argentine  President  Menem 
sign  diplomatic  agreements. 


made  his  points  well,  understanding  instinctively  when  to 
push,  when  to  pull  back  and  how  to  keep  the  atmosphere 
relaxed.  He  handled  his  press  conferences  superbly,  never 
deferring  to  aids  for  technical  advice.  David  Rockefeller 
knows  Latin  America  as  well  as  any 
expert:  "I  don't  think  the  U.S.  could 
have  been  better  represented  than  by 
the  Vice  President." 

Quayle  has  almost  made  a  career  of 
confounding  the   skeptics.    He   be- 
came a  congressman  by  upsetting  an 
entrenched  incumbent.  He  repeated 
this  feat  four  years  later  in  1980  when 
he  ran  for  the  U.S.  Senate.  Quayle 
recognized    that    his    reelection    in 
1986  would  come  in  the  middle  of  a 
Republican  President's  second  term, 
traditionally  a  bad  time  for  the  White  House  part\'.  His 
hard  work  in  Indiana  paid  off;  he  won  by  a  record  margin 
while  the  Democrats  swept  the  Senate. 

Quayle  will  continue  to  surprise  the  doubters. 


DYNAMO  MISSIONARY 


That  Latin  American  trip  also  let  me  see  firsthand 
Robert  Mosbacher  at  work.  He  is  a  most  effective  Com- 
merce chief 

Like  other  wise  government  officers,  Mosbacher  hasn't 
let  himself  become  a  prisoner  of  his  in-box.  His  primary 
goal  is  simple:  promote  American  exports  by  reducing 
trade  barriers. 

He  is  one  of  the  principal  heroes  of  our  forthcoming 
free  trade  agreement  with  Mexico,  which  he  long  advo- 
cated. Mosbacher  brought  his  Mexican  counterpart  to 
the  U.S.  last  fall  for  a  whirlwind  tour  to  sell  the  concept  to 
skeptical  American  business  executives.  This  spring  he 
was  the  Administration's  point  man  on  Capitol  Hill  in 
winning  passage  of  the  necessary  legislation. 

HOWS  THIS 

Oc;(;asi()nally,  instinct  can  bh  a  sounder  guide  than 
intellect.  On  Monday,  Aug.  19,  moments  before  a  dawn 
appearance  on  "World  Business,"  CNBC's  cable  TV 
show,  I  learned  of  the  coup  against  Gorbachev.  The  first 
question  was,  naturally,  on  that  event. 

Question:  As  the  editor-in-chief  of  the  "Capitalist 

Tool,"  what  do  you  think  of  what's  going  on  this 

morning  in  the  Soviet  Union? 

MSF  Jr.:  Well,  Gorbachev's  close  ally,  Aleksandr 

Yakovlev,  warned  several  days  ago  of  the  possibility 

of  a  Stalinist  coup.  But  1  don't  think  we  should  rule 


Thanks  in  no  small  part  to  Mosbacher,  U.S.  diplomats 
and  officials  forcefiilly  intervene  with  foreign  govern- 
ments to  help  American  companies  when  critical  con- 
tracts are  at  stake  or  to  overcome  particular  obstacles.  The 
Japanese  and  Europeans  have  been  doing  this  for  years. 
No  previous  Commerce  Secretary'  has  put  together  so 
many  helpful  foreign  trade  missions. 

At  home,  Mosbacher  will  have  taken  what  he  calls  his 
"road  show"  to  30  cities  by  year-end  to  encourage 
exports.  Being  a  successfijl  businessman  himself,  Mos- 
bacher knows  exactly  what  kind  of  information  and 
assistance  small  and  medium  sized  companies  need  to 
crack  foreign  markets.  His  program  has  won  ra\c 
reviews  from  scores  of  executives. 

FOR  LUCK? 

out  the  possibility'  that  Gorbachev  may  end  up 
being  in  power  again,  when  the  full  reaction  of  the 
international  community'  is  felt.  The  Soviet  Union 
knows  that  it  needs  Western  credits,  needs  Western 
technologies,  and  it's  not  going  to  get  it  with  the 
neo-Stalinist  regime.  So  I  don't  think  it's  over  yet. 

I  quickly  regretted  that  rash  remark.  "It's  on  tape, 
too,"  1  rued  to  myself 

Someday  I'll  summon  up  enough  chutzpah  to  resurrect 
that  tape  as  proof  of  my  prophetic  genius.  For  now,  I'm  just 
erateful  to  Yeltsin  ft>r  not  inakini;  me  look  fi>olish.        Bl 
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ALL44EW  BONNEVILLE 


If  you've  always  believed  the  only  way  to  get  an 
agile,  aero-styled,  high-performance  sedan  was  to 
buy  small.  youTe  in  for  a  big  surprise.  It's  time  to 
forget  the  past,  and  get  to  know  the  all-new  1992 
Pontiac  Bonneville.^ 

Under  its  beautifully  redesigned  shape  lurks  a 
potent  170  horsepower  3.8LEZIZEZEXZ3 
with  tuned  port  sequential  fuel  injection  locked 
onto  an  advanced  4-speed  automatic.  Available 
^^_  and  a  precision- 
engineered,  road-gripping  sport  suspension  for  out- 
standing control,  stopping  or  steering.  Available 
advanced  CZ^Sn^^SSZai  tor 
superb  power  application  on  slippery  surfaces. 
Bonneville  even 


cfr'/i/'^ 


features  a  standard 

for  additional  safety  assurance. 

That's  the  technical  side.  But  to  really  get  the 
feel  of  the  new  Bonneville,  you've  got  to  get  behind 
the  wheel.  Notice  how  the  solid-feeling  controls 
react  smoothly  to  the  touch.  How  the  analog  gauges 
are  well-defined  for  quick,  decisive  reads.  How  the 
whole  cockpit  is  driver-oriented,  and  designed 
for  performance.  Then  remind  yourself  this  is  a 
E2nZ2^^2D  tour-door  sedan  that  can  easily 
and  comfortably  carry  six  adults. 

The  all-new  1992  Bonneville.  Introduce  yourself 
at  your  Pontiac  dealer  soon.  Just  be  prepared  for 
an  attitude  adjustment  to  take  place.  Very, 
very  quickly. 


PONTIAC  VlfG  BuSkt  ExaStGm&nt^ 


BmI    Call  Toll-Free  1  -800-762-4900  tor  your  own  1992  Bonneville  brochure. 
ZlJ     BUCKLE  UP  AMERICA'  c  1991  GM  CORP  ALL  RIGHTS  RESERVED 


TKe  Very   faLric   of  BritisK  Sljle 

'Ihc  City.  Fast-paced,  urbane,  prosperous, 
international  in  its  outloois.  I'or  those  who 
succeed  here,  certain  thinji;s  are  imderstood — 
the  proper  clubs  to  belong  to,  the  proper 
clothes  to  wear.  Austin  Reed's  Wig  &  I'en 
C^ollection  is  the  \  cry  epitome  of  City  style. 
■Equally  at  home  in  the  boardroom  or  the 
BB(v,  this  clothing  of  pure  wool  is  at  once 
respectful  of  tradition  and  open  to  what  is 
contemporary  and  interesting. 


Pure  IVoo/  English  U'brsteds 


AUSTIN  REED 

LONDON  -  ENGLAND 


B  # 
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Other  Comments 


Bungling  Buffoons 

"We  knew  the  Communists  couldn't 

do  anxthing  right." 

— Joke  s\\  eeping  Moscow,  following 

the  failed  coup. 

-Bill  Keller,  New  York  Times 

Supernumerary 

Does  Americ\  really  need  70%  of  the 
world's  lawyers.-  There  is  one  lawyer 
for  even'  335  people  in  the  U.S.,  as 
opposed  to  one  for  even'  9,000  peo- 
ple in  Japan. 
-\^iCE  President  D.\n'  Qu.wte, 

before  the  annual  meeting  of  the 

American  Bar  Association, 

Wall  Street  Journal 

Anachronism 

The  re-\son  the  .\merican  rule  [of 
each  side  of  a  lawsuit  pax'ing  its  own 
legal  costs,  as  opposed  to  the  British 
rule,  in  which  the  losing  part}'  pays  all 
legal  fees]  came  into  being  was  that 
so  many  .\mericans  in  the  early  days 
of  the  counny-  were  debtors  and  so 
many  of  their  creditors  were  foreign- 
ers, mainly  British.  Even  "rich" 
Americans  were  usually  rich  in  terms 
of  land,  not  liquid  assets.  The  new- 
rule  forced  creditors  to  pay  their 
own,  often  considerable,  legal  costs 
in  order  to  collect  a  debt.  This  of 


course  firmly  discouraged  the  credi- 
tors fi-om  suing  at  all. 

The  American  rule  has  led,  in  re- 
cent years,  to  a  huge  increase  in  the 
number  of  law  suits.  .\11  this  litigation, 
of  course,  is  immensely  profitable  to 
lawyers  but  a  great  detriment  to  both 
American  societ)'  as  a  whole  and  to 
the  country's  economy. 
-John  Steele  Gordon, 
American  Herita£ie 


Ever\thing  may  happen 
in  this  country. 
-Yevgent  Kiselyov, 
Soviet  T\'  anchorman 


Aide  to  Liberty 

One  of  Russian  President  Boris  Yel- 
tsin's most  improbable  links  to  the 
far-flung  peoples  of  his  republic  was 
an  American-run  radio,  station  in 
Munich  which  broadcast  nonstop 
news  back  to  the  SoNiet  Union. 
Three  Russian  correspondents  of  the 
U.S.  government- backed  Radio  Lib- 
ert)',  holed  up  inside  the  Russian  par- 
liament building,  fed  reports  and  in- 
teniew's  to  the  station  by  telephone. 
Its  broadcasts  in  Russian  and  1 1  oth- 
er So\iet  languages  became  Mr.  Yel- 


"Timothy.  if  you  never  watch  TV  you'll  never  know 
what's  going  on  in  the  world." 


tsin's  foremost  means  of  getting  his 
message  to  the  population  with  the 
media  tighdy  controlled  by  the  coup 
leaders.  His  Wbrant  call  on  Monday 
for  a  general  strike  against  coup  lead- 
ers was  broadcast  within  minutes  by 
Radio  Libert)'  to  the  ftirthest  reaches 
of  the  nation. 
-BY  Leslie  Colitt, 
Financial  Times 

I  WAS  totally  isolated,  72  hours  of 
total  isolation.  Ever\thing  was 
turned  oflf,  but  we  found  some  old 
receivers  in  the  senice  quaners  and 
were  able  to  set  up  antennas — the 
lads  were  able  to  figure  out  how.  We 
were  able  to  catch  some  broadcasts 
and  find  out  what  was  happening. 
We  got  BBC,  Radio  Libert)-,  then 
Voice  of  America.  I  w  ant  to  thank  the 
So\iet  and  foreign  journalists. 
-President  Gorb.\chev,  on 
his  confinement  during  the  coup. 

Too  Old  To  Play 

The  sun  and  the  breeze  felt  good  on 
the  baseball  field,  and  Andrew  forgot 
for  an  hour,  but  he  moved  slowly. 
His  arm  hun  at  the  shoulder  when  he 
threw ,  and  the  boy  placing  second 
base  called  him  Mister,  which  he 
wouldn't  have  done  even  last  year, 
when  Andrew  was  24. 
-Irwin  Sh.\w,  Main  Currents 
of  American  TJjoujfht 

Too  Young  To  Corrupt 

So.ME  OF  THE  lobb\ing  in  the  hours 
berween  the  votes  [on  an  income-tax 
budget]  had  taken  place  in  the  op>cn, 
on  the  floor  of  the  [Connecticut] 
House,  with  all  the  dignit>'  of  shop- 
f>ers  haggling.  "This  place  has  be- 
come a  meat  market,"  said  Represen- 
tative Carl  I.  Schiessl,  a  Democrat 
and  income  ta.\  opp>onent,  in  telling 
the  House  how  he  had  been  ap- 
proached. The  emissar\  had  asked 
what  he  wanted,  he  said,  adding: 
"That's  the  problem.  I  couldn't 
think  of  what  I  want.  I'm  too  young 
to  be  a  judge." 
-BY  George  Iudson, 
New  York  Times 
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QBankersTrust 


You've  got  to  stick  your  neck  out  to  prosper. 

Risk  and  reward  travel  side  by  side.  Avoid  the 
one,  and  the  other  will  also  pass  you  by. 

But  your  choice  of  risk  is  critical.  Some  risk  you 
want  to  take.  Some,  you  don't. 


Hide  from  risk  and 
you  hide  from  its  rev^^ards 


Helping  you  choose— and  profit  by  your  choice 
—is  the  strength  of  Bankers  Trust.  Our  whole  firm  is 
dedicated  to  helping  clients  shed  risk  that  can  hurt 
them,  assume  risk  by  which  they  can  profit. 

We'll  work  with  you  day  in,  day  out,  to  analyze 
your  risk.  We  have  the  intellectual  strength  to  make 
hard  choices  look  easy.  The  market  strength  to  turn 
strategy  into  reality.  And  the  capital  strength  to  keep 
every  commitment  we  make. 

Taking  and  managing  risk  is  the  mark  of  a  leader. 
With  Bankers  Trust  beside  you,  you'll  truly  be  leading 
from  strength. 


LEAD       FROM       STRENGTH. 


This  is  your  dot  matrix, 
printing. 


This  is  our  new  quiet  2624, 
printing 


This  is  the  one  you've  been  ^'aiting  for. 
Panasonic*  presents  the  first  of  a  new 
generation  of  quiet  dot  mauix  printers. 

The  KX-P2624  wide- carriage. 

It  doesn't  scream,  it  whispers.  Through  multi-pan  forms, 
those  'industrial  strength'  spreadsheets,  and  \'our  customer 
correspondence.  And  does  them  all  with  ease,  speed  and  the  superb^     ^ 
reliability  we've  built  a  reputation  on.  It  has  all  the  features  \'ou\'e  come  to  expect 
Irom  the  leader  in  dot  matrix  printing.  And  then  some.  One  super  le^er-qualit^• 
and  saen  letter- qualit>-  fonts.  Multiple  paper  paths.  An  LCD  disphix-.  A  top  speed 
of  300  cps  in  draft  mode,  100  cps  in  letter  qualit^•.  A  two-N-ear  limited  w.imum- on 
pans  and  labor  *  And  serene  quiet. 


(J8-F0 


For  more  information  call  us  toll-ft-ee- 
1-800-742-8086.  Or,  better  yet,  see  vour 
Panasonic  dealer 

You'll  like  what  \'ou  don't  hear. 

*  See  your  dealer  for  details. 


Printers,  Computers.  Periplyenils, 
Copiers,  Typeiiriters  &  Facsimiles 

Panasonic. 

/All 
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Gommentairy 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


TELTSm  AND  THE  STALINISTS 


From  the  beginning  it  was  apparent  that  the  outcome  oi 
the  Stalinist  coup  would  turn  on  the  Soviet  militarv': 
Would  they  take  orders  from  the  old  Stalinist  group, 
including  the  minister  of  defense,  their  immediate  boss, 
or  would  they  side  with  Boris  Yeltsin? 

Many  forgot  that  an  earlier  test  clearly  pointed  to  their 
support  for  Yeltsin:  When  he  overwhelmingly  defeated 
the  '■'"official"  Gorbachev  candidate  for  president  of  the 
huge  Russian  Republic,  it  was  apparent  that  large  major- 
ities of  the  troops  in  the  republic  had  supported  Yeltsin. 

That  alone  would  not  have  assured  the  extraordinary' 
victory'  he  won  on  Wednesday, 
when  his  brave  and  impassioned 
pleas  to  the  military  not  to  obey  the 
illegal  orders  from  the  coup  leaders 
persuaded  many  of  the  armored 
forces  and  others  to  abandon  their 
attempts  to  seize  control  of  Yeltsin's 
parliament  building.  It  was  Yeltsin's 
courageous  leadership  and  his  will- 
ingness to  take  an  unequivocal 
stand  that  brought  the  troops  to  his 
side,  and  thus  moved  the  Soviet 
Union  ftirther  along  the  path  to 
democracy  than  it  has  ever  been. 

If  the  troops  had  obeyed  the  Stalinists'  commands, 
many  people  trying  to  protect  Yeltsin's  "White  House" 
with  their  bodies  would  have  been  killed.  Their  deaths 
would  hav  e  sent  a  strong  negative  signal  to  other  freedom 
lovers  that  you  cannot  secure  freedom  against  armed 
brutality  if  you  are  unarmed. 

The  future  will  be  determined  by  the  extent  of  Yeltsin's 
continued  control  over  events.  Gorbachev,  after  having 
been  rescued  by  Yeltsin's  courage  and  leadership,  only 
reaffirmed  his  devotion  and  adherence  to  communism 
and  socialist  economics.  He  completely  failed  to  under- 
stand or  admit  that  the  Soviet  people  hate  communism 
and  supfxprt  leaders  like  Yeltsin  who  have  the  courage  to 
reject  it  unequivocally.  Even  after  he  resigned  as  General 
Secretary  of  the  Communist  Party,  Gorbachev  has  con 
tinued  his  weak-kneed  attempts  to  combine  socialism  and 
market  economics. 

If  Gorbachev  is  allowed  any  power  in  the  fijture,  the 
Soviet  Union  will  continue  to  be  a  ripe  target  for  a  coup, 
and  the  cause  of  freedom  will  not  be  advanced.  It  was 


A  courage  to  rally  around 


Gorbachev  who  appointed  all  the  principal  conspirators, 
and  Gorbachev  who,  incredibly,  attempted  the  day  after 
Yeltsin  freed  him  to  appoint  more  of  the  same  breed.  So 
much  for  ""pragmatic  compromises."  Fortunately,  at 
Yeltsin's  insistence,  the  second  round  of  new  appointees 
are  basically  sympathetic  to  Yeltsin  and  real  reform. 

That  is  why  it  is  so  vital  for  the  Soviet  Union,  for  us, 
and  for  the  West  to  have  Yeltsin  become  the  actual  leader 
of  the  country.  We  should  give  all  our  support  to  him  and 
those  like  him,  such  as  Mayor  Popov  of  Moscow,  Mayor 
Sobchak  of  Leningrad,  the  leaders  of  Georgia  and  the 
Ukraine,  the  Baltic  leaders  and  other 
elected  officials  who  have  all  un- 
equivocally repudiated  communism. 
We  have  spent  far  too  much  time 
and  cffon  trying  to  keep  Gorbachev 
in  power;  it  is  time  for  us  to  direct 
our  financial,  economic  and  moral 
support  to  Yeltsin.  If  he  takes  full 
power,  his  promised  reforms  will 
make  Russia  a  far  more  attractive 
place  for  the  Western  investors  they 
so  desperately  need. 

If  we  do  continue  to  try  to  prop  up 
Gorbachev,  who  has  not  dared  to 
face  an  election  himself,  we  simply  encourage  those  in  the 
U.S.S.R.  who  favor  adding  to  their  military  strength  and 
shoring  up  Cuba;  we  encourage  those  who  oppose  Yelt- 
sin's proposals  for  radical  economic  reform. 

One  final  lesson  from  these  hectic  hours:  As  long  as  the 
world  is  capable  of  producing  such  surprises,  we  will 
continue  to  need  a  strong  and  ready  military.  And  most  of 
all  we  urgently  need  to  develop  and  deploy  an  eftective 
space -based  strategic  defense  against  the  thousands  of 
Soviet  nuclear  intercontinental  missiles,  the  control  of 
which  was  dangerously  uncertain  for  at  least  72  hours. 

The  longer  Congress  refiises  ftinding  for  a  real  defense 
and  instead  "compromises"  by  wasting  money  on  in- 
effective ground- based  defenses  against  "accidental 
launches,"  the  more  we  will  tempt  others  to  gain  control 
and  perhaps  even  to  use  those  thousands  of  nuclear 
warheads.  We  have  seen  how  close  we  came  to  having  the 
old  Soviets  back,  with  the  keys  to  those  missiles  in  their 
pockets  and  the  world  at  their  mercy.  Treaty  promises  arc 
not  much  use  then.  WM 
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"WE   DID   IT.   FIRST   TIME   ROUND.   AFTER   ALL   THOSE   YEARS   WE   SPENT 
TOGETHER  AT  SCHOOL,  I  KNEW  WE'D  MAKE  AN  UNBEATABLE  PARTNERSHIP." 


OMEGA.  The  watch  that  records  the  world's  significant  moments. 
At  the  Olympic  Games.  In  outer  space.  And  exclusively  for  you. 
Here  is  the  Omega  Constellation  in  stainless  steel  and  18  K  gold. 


OMEGA 
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EDITED  BY  HOWARD  BANKS 


Is  another  V4%  cut  in  the  Fed's  cards  .^ 


Contrary  to  popular  hxphc tations,  the 
Federal  Reserve  could  soon  cut  short-term  in- 
terest rates  yet  again.  One  plausible  theory  in 
Washington  goes  like  this:  July's  6.8%  unem- 
ployment rate  (down  from  7%  in  June)  was 
lower  than  it  should  have  been,  because  of  a 
measurement  error.  The  August  unemploy- 
ment figure  (due  out  on  Sept.  6)  is,  therefore, 
likely  to  be  higher.  In  a  period  of  mixed  signals 
(in  July  durable  goods  orders  were  up  10.7%, 
while  existing  home  sales  declined  by  7%),  the 
Fed  will  use  the  gloomy  unemployment  indica- 
tor as  the  justification  to  ease  rates  for  the 
seventh  time  since  December. 

According  to  these  Fed  watchers,  the  feder- 
al fimds  rate  will  be  cut  by  the  standard  quarter- 
point,  to  5.25%.  But  this  time  the  Fed  may  also 
cut  the  discount  rate  by  a  full  half-point,  to  5%, 
to  emphasize  the  move. 


There  is  certainly  room  for  the  Fed  to  cut 
rates  again.  The  yield  cur\'e  is  not  flattening 
much,  but  rates  at  the  long  end  of  the  bond 
market  are  beginning  to  trend  lower.  This  indi- 
cates the  credit  markets  are  becoming  less 
worried  about  inflation. 

The  dismantling  of  the  Soviet  empire  and  its 
military  rneans  that  there  could,  at  last,  actually 
be  a  peace  dividend,  with  significant  cuts  in 
U.S.  defense  spending.  And  the  dollar  has 
strengthened  against  the  German  deutsche 
mark  (and  also  against  the  other  European  cur- 
rencies pegged  to  it)  by  around  12%  since  this 
time  last  year.  To  date,  this  has  not  aflfected  the 
growing  U.S.  trade  surplus  with  the  European 
Communit}',  but  there  are  concerns  that  a  stron- 
ger dollar  would  eventually  hit  exports.  In 
short,  cutting  interest  rates  is  consistent  with 
steadying  the  dollar. 


Equipment  spending,  especially  on  computers,  is  about  to  take  o£f 


Total  CAPITAL  SPENDING  in  the  coming  12 
months  is  expected  by  most  economists  to  in- 
crease by  around  3%  to  4%,  barely  enough  to 
keep  up  with  inflation.  But  look  inside  the  total 
figure,  and  investment  in  new  equipment  is 
forecast  to  increase  by  a  relatively  robust  9.4% 
over  the  coming  year,  reports  Gordon  Rich- 
ards, the  National  Association  of  Manufactur- 
ers' chief  economist. 

On  its  face,  that  is  not  much  better  than  the 
8%  or  so  growth  in  new  equipment  spending 
that  usually  follows  a  recession.  But  when 
compared  with  the  much  slower  than  normal 
recovery  in  the  growth  of  the  economy  at 
large,  it  can  be  seen  to  be  pretty  good  news. 

Support  for  the  optimistic  view  on  capital 
spending  comes  fi-om  Eaton  Corp.'s  vice  presi- 
dent for  planning,  Adrian  T.  Dillon.  He  has 
long  maintained  that  profits  (which  remain 
rather  weak)  are  not  a  good  indicator  of  com - 
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Cash  flow,  including 
dividends,  is  what 
drives  capital 
spending.  Recently 
cash  flow  has 
improved,  support- 
ing predictions 
that  equipment 
investment  will 
increase  9.4%  in 
the  coming  year. 


panics'  willingness  to  invest.  Corporate  cash 
flow  is  what  counts  (see  chart).  "And  corpora- 
tions have  been  cutting  dividends  to  maintain 
investment  spending,"  says  Dillon. 

Even  rosier,  both  Richards  and  Dillon  ex- 
pect the  new  spending  to  be  concentrated  in 
computers,  automation  and  telecommunica- 
tions equipment.  This  categon,'  of  spending — 
which  is  up  from  under  30%  of  total  equip- 
ment investment  in  the  early  1980s,  to  around 
50%  of  today's  total — will  be  gi\'cn  an  extra 
boost  when  IBM  begins  delivering  new  models 
for  its  Enterprise  System/9000  mainframe  in 
the  third  quarter. 

Because  the  real  cost  of  computers  has  been 
plummeting,  every  dollar  invested  buys  more  of 
them  than  ever.  Thus,  volume  growth  in 
what's  called  information  processing  in  the 
coming  12  months  is  expected  to  be  around 
15%.  This  will  boost  productivity'  growth,  espe- 
cially in  the  serxice  sector,  which  is  beginning 
to  order  automation  equipment  heavily. 

Spending  on  equipment  in  the  U.S.  should 
now  grow  faster  than  in  its  main  industrial  rivals. 
Eor  example,  after  extremely  rapid  growth, 
Japanese  companies  ha\  e  pulled  back,  with  a 
10%  decline  in  machiner\'  orders  in  June,  as 
against  the  same  month  in  1990. 

All  this  reflects  substantial  impro\cmcnt  in 
the  U.S.'  cost  of  capital  (see  What's  Ahead, 
Apr.  30,  1990).  The  U.S.'  disadvantage  here 
has  steadily  been  eliminated  as  L'.S.  inflatit)n 
and  interest  rates  ha\e  come  down.  Inflation 
in  the  U.S.  is  expected  to  be  3.5%  in  1992. 
And  the  Fed  continues  to  cut  rates.  ^M 
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The  Forbes  Index  (1967= 
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Current 

186.2* 

Previous 

184.5t 

Percent  change 

0.9% 

Preliminary  tRevised 
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The  Forbes  Index  shows  a  preliminary  increase  of  0.9%  for 
July,  following  June's  0.5%  gain.  Good,  but  not  great,  as 
economic  recoveries  go.  During  the  six  months  following 
the  two  previous  recessions,  the  index  averaged  monthly 
gains  of  1.5%.  From  its  April  1991  low,  however,  the 
Forbes  Index's  average  monthly  gain  has  been  0.6%.  One 
of  the  economic  bright  spots  is  manufacturing.  Orders  for 
durable  goods  jumped  10.7%  in  July.  New  housing  starts 
rose  2.1%  from  June  to  July.  But  that  leaves  them  5%  below 
their  July  1990  level. 


Other  key  rates 

Source 

State    1 

Prime  rate 

C^hase  Manhattan  Bank 

8.5% 

Auto  sales  year  to  date  vs  1990' 

Ward's  Automotive 

-11.0%    . 

Index  of  leading  indicators  June  vs  May 
Trade  balance  12  months  ended  June  1991 
All-commodity  producer  price  Index  July  vs  June' 

Dept  of  Commcfce 

0.5% 

Dept  of  Commerce 

-$84&.i 

Dept  of  Labor 

-0.3% 

GNP  2nd  quarter  vs.  1st — annualized  growth 
M2  (3-month  change) — annualized  growth' 

Dept  of  Commerce 
Federal  Reserve 

0.4% 

1.9% 

'  U.S.-based  manufacturers,  excludes  imports,  as  of  8/20/91.  '  Wholesale  goods.  ^  Includes  Ml            1 
(public  cunrency  and  checking  deposits)  plus  savings  accounts  and  money  mariiet  funds.                    1 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared.with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Industrial  production  Index  (1987-100) 
seasonally  ad|usted  (Federal  Reserve) 
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Inventories      •    New  orders 
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Consumer  price  indexes  (1982-84  3verage=I0O) 

all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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Manufacturers'  new  orders  and  inventories 
($billions),  seasonally  adjusted  (Dept  oi  Comnerce) 
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New  housing  starts  (thousands)  privately  owned, 

unadjusted  (Dept  of  Commerce) 


Personal  income  ($biiiions)  wap  and  saiay 
disbursennents.  seasonally  adjusted  (Dept  of  Conmne) 
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Retail  sales  tibuiiuiis). 

seasonally  adjusted  (Dept  of  Commerce) 
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OPEN  IN  CASE  YOU  WANT 
QUALITY  CARE  AND  COST  CONTROL 


FROM 


HEALTH  CARE  NETWORKS. 


The  Travelers'  commitment  to 
quality  products  and  cost  control  starts 
with  35,000  employees  dedicated  to 
customer  satisfaction. 

Of  these,  12,000  work  exclusively  in  our 
Managed  Care  and  Employee  Benefits 
'^j»  Operation. 
iJH      That's  the  real  Travelers  difference. 

But  the  numbers  get  even  more  impressive. 

50,000  carejfully  selected  and  credentialed  physi- 
cians and  spebalists  and  600  hospitals  in  130  major 
metropolitan  areas. 

$1.6  billion  in  new  business  in  1990  —  testimony  to 
a  company  whose  health  care  network  delivers 
appropriate  care  more  efficiently  through  local  medi- 
cal management.  A  company  that  customizes  pro- 
gram.s  because  it  understands  that  not  all  businesses 
are  the  same.  A  company  committed  to  avoiding 
illness  —  and  expense  —  through  wellness  and  coun- 
seling programs. 

Two  more  numbers  to  be  remembered.  The 
Travelers  is  backed  by  $55  billion  in  assets  and  by 
a  127  year  traditiorfpf  service. 

This  is  ManagedtCareThe  3iai:elers  Way. 

The  Travelers  InsufSmce  Company  and  its  Affiliates 
Hartford,  Connecticut  06183 

Thelrivelersj 

You're  better  off  under  the  Umbrella! 


ONE  OF  AMERICA'S  LARGEST 


c 


C  1991  I  he  Travelers  Corpiirahon 
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While  Congress  haggles  over  changing  our  six-decade- 
old  banking  laws  and  the  banking  brass  talks  merger, 
technology  is  making  the  system  itself  obsolete. 


Watch  out 
Citicorp 
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By  David  Churbuck 

On  Aug.  19,  when  Europe  was  in 
turmoil  and  a  hurricane  forced  a  lot  of 
firms  in  Boston  to  shut  down  for  the 
afternoon,  calls  jammed  the  switch- 
boards at  the  Keystone  and  Scudder 
fund  families.  A  lot  of  those  callers  got 
only  answering  machines. 

Fidelity  Investments'  6  miUion  cus- 
tomers had  no  trouble  getting  live 
operators.  This  fiind  giant  not  only 
managed  to  keep  its  phones  staffed, 
but,  more  important,  it  was  equipped 
to  weather  a  storm  so  bad  that  no  one 
would  be  needed  to  answer  the 
phones  at  headquarters.  Call  over- 
loads in  Boston  are  automatically 
shunted  through  fiber-optic  lines  to 
Fidelity  service  centers  in  Cincinnati, 
Dallas  and  Salt  Lake  City. 

Good  news  for  fund  customers. 
Bad  news  for  the  banking  industry. 
Why.>  Listen  to  Roger  Servison,  presi- 
dent of  Fidelity  Investments'  Retail 
Services:  "I  don't  have  a  bank  account 
anymore.  My  paycheck  is  directly  de- 
posited into  my  Fidelity  USA  account. 
I  use  my  Fidelity  Visa  card  to  get  cash 
at  any  ATM.  I  can  borrow  against  my 
flmd  balances.  I  can  transfer  money 
between  any  of  the  accounts.  Why  use 
a  bank."  For  my  mortgage." 

Servison  is  scarcely  a  disinterested 
observer,  but  bankers  will  have  great 
difficulty  countering  his  argument. 
Fidelity  Investments,  the  prixately 
held  Boston  financial  giant  with  $137 
billion  in  assets  under  management,  is 
a  lot  more  than  a  mutual  fund  compa- 
ny. It  is  a  bank  in  all  but  name.  The 
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Glass-Steagall  Act  divorced  invest- 
ment and  commercial  banking.  But 
Fidelity's  $1 -billion-plus  investment 
in  data  processing  and  telephone 
equipment  has  made  that  old  distinc- 
tion irrelevant. 

Ask  the  lawyers  about  why  Fidelity 
is  not  a  bank,  and  they  will  answer  that 
Fidelity  doesn't  take  deposits  or  make 
commercial  loans.  Legally,  no.  But 
look  again  at  Fidelity  as  a  financial 
intermediary.  It  takes  money  from 
lenders — who  are  called  not  deposi- 
tors but  mutual  fund  shareholders.  It 
lends  the  money  out  to  the  U.S. 
Treasury  and  to  corporate  and  other 
borrowers — except  that  these  lend- 
ings  aren't  called  loans;  they  are  called 
stocks,  bonds,  Ginnie  Maes  and  com- 
mercial paper.  All  these  instruments 
are  held  in  Fidelity's  range  of  nearlv 
200  fimds. 

If  you  cut  through  to  the  economic 
substance  of  these  transactions,  you 
see  that  the  main  difference  betvveen 
Fidelit)'  and  Citicorp  is  that  Fidelity's 
fijnds  are  not  government  guaranteed 
while  C>iticorp's  deposits  are. 

Fidelity'  crossed  the  line  from  being 
an  investment  firm  to  a  bank  in  1983 
when  it  began  offering  its  USA  check- 
ing ser\'ice  to  customers  with  a  mini 
mum  of  $25,000  on  account.  Fidelity 
processes  its  own  checks,  using  its 
own  high-speed  optical  character 
scanners,  and  is  looking  at  ways  to 
sa\  e  money  by  substitiuing  pictures  of 
the  checks  for  the  real  thing  with  the 
monthlv  statement. 


Albert  Aiello  Jr.  of 
Fidelity  Systems  Co. 
If  Boston  ever 
gets  snowed  in, 
you  can  talk  to 
Salt  Lake  City 
or  Cincinnati. 


The  cash  on  deposit  in  the  Fidelit\' 
account — excuse  us,  the  money  in- 
vested in  the  money  fimd — cams 
5.6%,  better  than  the  4%  rate  on 
Citicorp  checking  accounts.  Both  Fi- 
delit)-  and  Citi  will  take  deposits  of 
checks;  both  have  Ai .\i  nen\orks  for 
getting  cash;  both  offer  discount  bro- 
kerage ser\ices.  You  can  get  mutual 
funds  at  Citi,  but  the  house  brand,  the 
Landmark  tund  tamily,  is\cr>'  limited. 
Citi  will  sell  you  other  fi.mds — includ- 
ing Fidelit\  funds— through  its  bro- 
kerage divisit)n,  but  you  have  to  pay  a 
sales  commission,  even  if  the  tlmd  is 
no  load  when  bought  directly.  But 
Citi  beats  Fidelity  on  other  tees:  Its 
4%  checking  account  is  free  to  de- 
positors with  at  least  S5,000  cither 
on  deposit  or  in  a  l^ndnurk  fund, 
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while  the  Fidelity  USA  account  costs 
$60  a  year. 

Note  that  it  wasn't  Congress  that 
permitted  an  investment  firm  to  be- 
come a  near- bank.  It  was  technology. 
Fidelity  spent  over  $1  billion  through 
1989  and  another  $150  million  last 
year  (13%  of  revenues)  to  ensure  that 
its  computers  and  communications 
networks  are  ever>'  bit  as  sophisticated 
as  those  of  the  big  banks  like  Citicorp 
whose  customers  it  wants. 

Albert  Aicllo  Jr.,  president  of  Fidel- 
ity Systems  Co.,  oversees  an  850- 
person  technical  staff  charged  with 
designing  and  maintaining  a  comput- 
er system.  Aiello's  machines  can  tie  all 
the  company's  customer  account  in- 
formation together  with  its  market- 
ing, customer  service  and  back-office 
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operations. 

Is  Fidelity  an  investment  firm  or  a 
bank  technology  firm?  Consider  this: 
Fidelity  has  233  securities  analysts 
and  support  staff,  traders  and  portfo- 
lio managers  on  its  payroll.  But  Aiello 
supervises  450  programmers. 

Fidelity's  computer  system  runs 
over  a  network  of  high-speed  fiber- 
optic and  high -capacity'  leased  phone 
lines  linking  branch  offices  and  data 
centers  across  the  country.  The  com- 
pany has  a  computing  capacit\'  of 
about  500  million  instructions  per 
second — that's  counting  only  its  6 
IBM  3090  mainframes,  10  Digital  VAX 
minicomputers,  10  IBM  AS/400  mid- 
range  computers  and  6  Stratus  fault- 
tolerant  minis.  In  addition  to  all  that 
big  iron,  Fidelit>'  uses  200  Sun  work- 


stations as  well  as   3,500  personal 
computers. 

Is  all  this  technolog)'  really  worth 
it?  Hurricane  Bob  is  one  small  justifi- 
cation. More  significant,  Fidelit>''s 
volume  of  customer  ser\'ice  justifies 
the  expenditures.  The  system  handles 
106,000  phone  calls  per  day,  and 
processes  104,109  customer  transac- 
tions per  day. 

This  is  the  essence  of  the  business 
that  Edward  C.  Johnson  3d,  the  chief 
executive  and  majorit)'  owner  ot  Fi- 
delity, is  in — ser\'icing  accounts. 
Managing  money  is  almost  secondar\' 
to  that.  In  the  end,  its  customer- 
handling  capabilities  may  be  tar  more 
important  to  the  future  of  Fidelit>- 
than  whether  the  Fidelity  Magellan 
Fund  goes  up  or  down. 
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Fidelity  Investments 


i  Scanning  checks 
I  and  reviewing 
Fidelity  accounts 
Note  that  it 
wasn't  an  act  of 
Congress  that 
permitted  an 
investment  firm 
to  become  a 
near-bank. 
It  was 
technology. 


To  pay  for  this  technology  spree, 
Johnson  has  cut  deeply  into  his  profit 
margin.  His  company  netted  $32  mil- 
lion last  year,  a  tiny  0.027%  of  average 
assets  under  management.  Franklin 
Resources,  a  traditional  fund  house 
based  in  San  Mateo,  Calif,  netted 
0.19%  of  average  assets. 

Clearly,  Fidelity  is  betting  on  the 
long  run.  It  was  one  of  the  first  com- 
panies in  the  mutual  fimd  industry  to 
embrace  computers  in  the  1960s.  To- 
day there  is  so  much  computing  ca- 
pacity on  the  network  that  Fidelity 
sells  what  it  can't  use.  It  handles  back- 
office  accounting  functions  for  small 
investment  firms  and  manages  corpo- 
rate 401(k)  plans. 

Fidelity  operates  a  bit  like  the  Japa- 
nese economy:  It  develops  a  data- 
processing  idea  in  house,  applies  it  to 
the  job  of  cutting  costs  for  Fidelit)', 
then  amortizes  the  research  and  de- 
velopment costs  by  offering  the  ser- 
vices to  the  world  at  large. 


For  example,  Aiello's  department 
developed  a  proxy  solicitation  ser\ice 
for  internal  use,  since  Fidelity'  voted 
approximately  30,000  ballots  on 
2,800  different  securities  in  1990. 
Today  Fidelity  is  marketing  it  to  150 
other  firms.  It's  called  Proxy  Edge,  a 
personal-computer-based  system. 

Fidelity  is  now  putting  technology' 
at  the  fingertips  of  its  customers,  al- 
lowing the  customer  to  track  the  sta- 
tus of  the  account  with  a  phone  call. 
The  future  version  of  the  system  will 
permit  customers  who  own  personal 
computers  and  the  right  FidelitN'  soft- 
ware to  execute  their  own  buy  and  sell 
orders.  In  this.  Fidelity  is  not  the 
leader.  A  similar  system  is  already  in 
operation  at  rival  discount  broker 
Charles  Schwab. 

A  lot  of  the  tcchnolog)-  is  aimed  at 
helping  the  customer-ser\ice  phone 
reps,  who  are  Fideliu^'s  main  interface 
with  the  public.  While  Fidelit>- 
doesn't  want  to  do  awav  with  live 


operators,  it  does  want  to  cut  the 
amount  of  time  a  caller  is  put  on  hold 
waiting  for  a  piece  of  information. 
Mainframes  and  dumb  terminals  were 
used  in  the  past  to  call  up  account 
information. 

Today  customer  service  reps  t\'pi- 
cally  sit  before  an  IBM  PC  running 
Microsoft  Windows  and  a  selection  of 
custom  software  programs.  These  put 
at  the  rep's  fingertips  even'thing  from 
a  database  of  stock  symbols  to  the 
customer's  account  to  the  latest  news 
feeds  from  Dow  Jones  and  Reuters. 

Before  a  new  idea  is  put  on  the  desk 
of  a  Fidelit}'  staffer,  it  is  tested  in 
action  by  Cli\e  Moss,  vice  president  of 
technologies.  In  a  "usabilitN'  lab"  sit- 
uated in  the  firm's  customer- serxice 
department,  the  firm's  researchers, 
trainers  and  retail  marketing  staff  xid- 
eotape  brokers  working  with  experi- 
mental systems.  They  film  brokers' 
hand  movements  and  record  their 
voices,  while  simultaneousK'  sa\'ing 
copies  of  the  computer  screens.  They 
then  merge  all  three  together  for  anal- 
ysis of  screen  layouts,  procedure  and 
other  ergonomic  factors. 

What's  next?  Fidelit\'  is  looking 
into  automatic  number  identification 
for  retrie\ing  in\estor  records  as  soon 
as  the  customer  enters  his  password 
on  a  touch-tone  phone;  a  voice  con- 
firmation system  that  reads  back  a 
customer's  order  from  a  discount 
broker's  PC  before  executing  the 
transaction;  a  just-in-time  fimd  pro- 
spectus printing  ser\ice  that  will  allow 
someone  shopping  for  a  fund  to  re- 
quest it  via  touch -tone  phone,  have 
the  prospectus  printed  on  a  laser 
printer  and  then  mailed.  It  is  also 
working  on  a  merger  of  computer  and 
mailing  technolog\-  for  targeted  mail- 
ings, ensuring  that  inserts  will  target 
an  indi\idual's  investment  histor\'. 

Selling  mutual  fimds  isn't  banking, 
issuing  credit  cards  isn't  banking,  of- 
fering a  checking  account  isn't  bank- 
ing, stocking  teller  machines  isn't 
banking.  But  tie  them  all  together 
with  computers  and  phone  lines,  and 
vou  have  something  that  looks  ver\' 
much  like  banking.  The  only  thing 
missing  is  the  business  of  making 
commercial  loans  \\  ith  FidelitA  's  own 
assets.  C\>nsidenng\\  hat  is  happening 
to  the  banks'  commercial  loans  these 
davs,  this  is  an  advantage  tor  Fidelity-, 
not  a  draw  back.  ^M 
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In  settling  an  old  score  with  Rolls-Royce,  Brian  Rowe 
has  put  GE  in  a  great  position  to  power  many  of  Boeing's 
next  generation  of  jetliners. 

Full  thrust 


By  Howard  Banks 

It  TOOK  five  years  for  Brian  H.  Rowe, 
senior  vice  president  of  Ge's  aircraft 
engine  business,  to  get  even  with  rival 
Rolls-Royce.  But  he  did  it  in  mid- 
August  when  GK  won  a  $680  million 
order  from  British  Air^vays  to  power 
up  to  30  Boeing  777s.  The  twin- 
engine  777s,  to  be  introduced  into 
service  in  May  1995,  will  carry  over 
300  passengers  up  to  7,300  miles. 

The  spat  goes  back  to  a  mid-1980s 
joint  venture  between  GE  and  Rolls. 
Under  it,  the  American  company  was 
to  make  engines  for  larger  planes,  like 
Boeing's  747,  while  Britain's  Rolls- 
Royce  would  concentrate  on  engines 
for  the  smaller  Boeing  757.  But  in 
1986  Rolls  snatched  a  major  order 
from  British  Airways  for  engines  for 
some  747s,  an  order  GE  thought  it  was 
going  to  get. 

At  the  time,  Rowe  was  spitting 
mad,  and  the  collaboration  deal  with 
Rolls  quickly  collapsed.  That's  why 


Brian  Rowe,  head 
of  GE's  aircraft 
engine  business 
"Beating  Rolls- 
Royce  to  get  this 
British  Airways 
order  was  a  nice 
cup  of  tea." 


last  month's  victory  tastes  especially 
sweet.  But  beating  out  Rolls  for  ba's 
777  engine  order  is  more  important 
to  Rowe  and  GE  than  settling  an  old 
score.  The  world  market  for  these  new 
twin-engine,  long-distance  planes  is 
growing  rapidly.  B.\,  for  instance, 
hadn't  shown  much  interest  in  big 
twins  until  early  this  summer,  when  it 
was  faced  with  tough  competition 
from  United  Airlines  and  American 
Airlines,  which  now  have  access  to 
British  airports.  On  routes  with  less 
traffic — Chicago  to  Manchester,  for 
example — the  U.S.  carriers  fly  twins, 
usually  Boeing  767s,  which  are 
cheaper  to  operate  than  ba's  older 
747s,  TriStars  and  DC- 10s.  This 
means  that  the  American  carriers  can 
afford  to  charge  lower  fares. 

GE  had  launched  an  all-new  engine, 
the  GE90,  at  an  upfront  investment  of 
nearly  $2  billion,  aimed  specifically  at 
the  777  market.  A  larger  engine  than 


either  comparable  Pratt  &  Whitney  or 
Rolls  engines,  the  GH90  will  fit  all 
versions  of  the  777 ^  including  up- 
coming stretches.  It  will  also  be  suit- 
able to  push  later  stretch  versions  of 
Airbus  Industrie's  Airbus  A330.  (ge's 
partner  on  the  GH90  engine  is 
Snecma  of  France.) 

But  when  United  placed  the  first 
order  for  777s,  it  chose  Pratt  &  VVhit 
ney's  rival  engine.  All  Nippon  Ainvays 
has  ordered  the  Boeing  jet  but  has  not 
yet  selected  the  engines.  If  ba  had 
chosen  Rolls-Royce  engines,  then,  as 
third  engine  supplier  to  the  777  pro- 
gram, GE  would  have  been  at  a  serious 
disadvantage. 

"It  became  imperative  that  we  win 
the  ba  order,"  says  Rowe.  Otherwise 
GE  might  have  canceled  the  GE90. 

Winning,  too,  has  helped  rekindle 
morale  at  ge's  jet  engine  business,  the 
company's  most  profitable  manufac- 
turing operation  (with  SI. 3  billion 
operating  profit  on  $7.6  billion  in 
revenues  in  1990).  The  division  had 
recendy  lost  the  competition  to  pow- 
er the  U.S.  Air  Force's  new  advanced 
tactical  fighter.  "1  was  very  disap- 
pointed we  lost  that  one,"  says  Rowe. 

So  did  GE  set  out  to  win  the  ba 
order  at  any  price.''  Rowe  says  no. 
"This  one  was  equal  to  any  other 
launch  deal,"  he  avers.  But  any  launch 
order  is  cosdy  to  the  manufacturer 
since  it  t>pically  includes  free  training, 
some  initial  spare  parts,  and  a  severely 
cut  price.  And  as  part  of  the  v,\  con- 
tract, GE  also  agreed  to  buy  ba's  en- 
gine maintenance  shop  near  Cardift, 
in  Wales. 

GE  paid  a  generous  S460  million, 
up  front  and  in  cash.  Rowe  justifies 
the  price  on  two  grounds:  One,  main- 
tenance is  a  growing  business;  two, 
the  Welsh  unit  will  allow  GE  to  offer 
airlines  maintenance  on  their  Pratt  & 
Whitney  and  Rolls-Royce  engines, 
alongside  their  GE  engines.  GE  has  not 
been  able  to  offer  this  expanded  ser- 
vice before. 

Over  the  coming  months  lie  battles 
to  win  Boeing  777  engine  orders 
from  All  Nippon,  Qantas  of  Australia, 
and  American  and  Delta.  Rowe  be 
lieves  that,  thanks  to  the  ba  order,  the 
GF"90  is  now  a  serious  contender.  "It 
would  have  been  nice  [to  have  beat 
Pratt  &  Whitney )  to  be  number  one," 
says  Rowe,  still  savoring  his  victor\ 
(ner  Rolls.  "But  this  is  great!"       ^ 
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Dwayne  Andreas  and  ADM  know  how  to  use 

tax  breaks  and  congressional  mandates 

to  smooth  the  cycles  in  a  commodity  business. 

Plowing 
Washington 
for  profit 


By  Marcia  Berss 

August  rain  in  corn  country  came 
too  late  to  save  much  of  this  year's 
crop.  Result:  Corn  is  now  $2.50  a 
bushel,  near  the  1988  drought  aver- 
age price.  The  Agriculture  Depart- 
ment forecasts  the  lowest  corn  stock- 
pile in  seven  years. 

You  might  think  that  these  high 


raw  material  prices  spell  trouble  for 
Archer  Daniels  Midland,  based  in  De- 
catur, 111.  But  that  isn't  the  case.  At 
$8.5  billion  (sales),  it  is  the  nation's 
largest  grain  processor,  and  about  half 
its  earnings  come  from  corn.  In  bone- 
dry  1988  adm's  profits  rose  over  20%. 
Its  1992  earnings  (fiscal  year  ends 


June  30)  are  expected  to  be  up  17%. 

Commodities,  and  commodit>'- 
based  businesses,  are  notoriously  q,'- 
clical  and  low  growth.  .\dm,  headed 
by  Chief  Executive  Dwayne  Andreas 
since  1970,  is  neither.  The  4%  dip  in 
earnings  per  share  last  year,  to  SI. 49 
(because  of  tight  soybean  margins 
and  acquisitions),  was  the  first  decline 
after  seven  years  of  25%  annual  com- 
pound growth.  Contrast  adm's  9.1% 
average  return  on  capital  between 
1984  and  1990  with  the  6.8% 
achieved  by  its  biggest  competitor, 
$46  billion  (sales)  Cargill. 

How  does  Andreas  do  it.'  Pardy  it's 
pragmadsm.  Some  rivals  have  resisted 
working  with  farm  cooperatives,  ob- 
jecting to  their  tax-free  status.  An- 
dreas, once  head  of  a  wheat  co-op,  has 
no  such  grudges;  he  has  made  co-ops 
partners. 

Andreas  knows  that  the  secret  to 
profitability'  in  a  commodit\'  business 
is  finding  ways  to  add  value:  .\DM 
processes  more  grain  into  higher-val- 
ue-added goods,  such  as  corn-based 
fructose,  the  major  soft-drink  sweet- 
ener, which  is  now  about  40%  of 
adm's  earnings.  Cargill  ships  more 


m^ 


Dwayne  Andreas,  Archer  Daniels  Midland's  chief  executive 

Governments  all  over  the  world  intervene  in  agriculture,  but  he  works  with  them. 
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unprocessed  grain,  which  is  obviously 
less  profitable. 

But  above  all,  Andreas  has  made  an 
art  form  out  of  plowing  Washington 
for  markets,  tax  breaks  and  subsidies. 
He  says:  "  We  don't  fight  it.  We  work 
with  the  government."  Government 
inter\'ention  in  agriculture  may  make 
poor  public  policy,  but  ADM  share- 
holders must  love  it.  adm's  stock  was 
in  the  top  8%  performers  over  the  last 
tive  years. 

Nowhere  is  his  skillfijl  playing  of 
Congress  and  the  White  House  more 
evident  than  in  the  existence  of  etha- 
nol,  used  because  it  is  said 
to  reduce  automobile  pol-      "^"^^ 
lution.    The    corn -derived 
gasoline  additive  is,  howev- 
er, bought  by  oil  companies 
mostly  because  the  clean  air 
law,  lobbied  for  by  ADM, 
says  it  must  be  bought  and 
because    tax    breaks,    also 
lobbied  for  by  adm,  lower 
its  cost. 

Ethanol  is  much  more 
important  to  adm  than  the 
10%  it  represents  of  sales 
and  earnings.  Its  produc- 
tion meshes  neatly  with  all- 
important  fructose.  When 
soft-drink  sales  fall  in  win-  ^^^H 
ter,  and  fructose  demand 
drops,  ethanol  demand  rises.  Two- 
thirds  of  the  equipment  the  company 
uses  to  make  ethanol  is  shared  with 
fructose  production.  So  ADM  grinds 
corn  year-r^und  while  competitors 
involved  only  in  fructose  must  slow 
operations.  Thus  adm  is  the  low-cost 
fructose  maker,  price  leader  and  mar- 
ket leader,  with  a  31%  share.  Its  etha- 
nol share:  68%,  though  in  a  much 
smaller  market. 

It  is  debatable  whether  ethanol 
really  does  reduce  air  pollution 
(FoRBHS,  May  27).  And  without  the 
tax  break,  ethanol  costs  30%  more  to 
make  than  the  rival  additive — called 
MTBH — made  from  fossil  ftjel,  and  to- 
day favored  by  the  oil  companies.  So 
why  does  (Congress  continue  the  tax 
breaks?  Because  Andreas  knows  how 
to  play  politics,  rallying  forces  with 
the  farmers  and  environmental  lobby. 
The  tax  credits,  recently  extended  to 
the  year  2000  by  Congress,  make 
ethanol  about  30%  cheaper. 

Even  if  realism  triumphs  over  poli- 
tics and  ethanol  loses  its  tax  breaks, 


ADM  won't  be  much  the  loser.  Most  of 
its  $300  million  investment  is  written 
down.  But  neither  does  Andreas  plan 
to  expand  ethanol  capacity';  instead, 
everv'  inch  the  pragmatist,  he  has  paid 
$195  million  for  5%  of  Arco  Chemi- 
cal, the  spinoff  of  oil  firm  Atlantic 
Richfield  and  the  leading  maker  of  the 
MTBH  additive. 

Andreas  explains  this  hedging,  not- 
ing that  by  1997,  as  clean-air  rules 
toughen,  his  higher-oxygen  product 
will  look  cheap  and  Arco  Chemical 
will  switch  from  making  mtbe  to 
ETBK,     an     ethanol- based     version. 


Archer  Daniels  Midland  plant  near  Rotterdam 
For  Europe,  "50  years  of  boom  times." 


"They  will  be  our  biggest  customer," 
he  predicts.  "They'll  tell  you  they'll 
never  do  that,  but  it's  like  Coca-Cola 
saying  they'd  never  use  fructose." 

He's  sanguine  about  the  all-impor- 
tant fructose  market.  A  decade  ago 
soft  drinks  were  made  from  sugar, 
until  fructose,  costing  30%  below 
price -supported  domestic  sugar, 
forced  its  way  into  the  market.  But 
what  if  the  U.S.  government  freed 
sugar  prices.^  Says  Andreas:  "Three 
consecutive  presidents  have  said  we 
will  advocate  a  free  market  in  sugar  if 
the  European  Economic  Community 
does.  If  so,  our  business  would  im- 
prove, because  there  are  at  least  6 
million  tons  of  sugar  produced  in 
Europe  that  cost  twice  as  much  to 
produce  as  fructose." 

In  fact,  he  is  playing  sugar/fructose 
both  ways,  adm  owns  8%  of  British 
sugar  giant  Tate  &  Lyle,  which  owns 
A.E.  Staley,  number  two  (24%  share) 
in  fructose  and  adm's  neighbor  in 
Decatur. 

At  age  73,  when  most  public  com- 


pany chief  executives  are  retired,  An- 
dreas seems  to  be  gaining  energ)'. 
He's  planning  a  new  arm  for  adm  in 
biochemicals,  feed  additives  to  boost 
livestock  production.  He  claims 
biochemicals  will  generate  about  a 
third  of  ADM  profits  by  1997.  He  also 
sees  big  opportunities  in  Europe, 
where  there  will  be  "50  years  of  boom 
times,"  he  says.  "We  see  Europe 
shaping  up  as  one  common  market 
from  London  to  Vladivostock.  By 
1995  you'll  see  it  prett>'  complete." 

In  addition  to  the  Tate  &  Lyle  and 
Arco  Chemical  stakes,  adm  owns  half 
of  Alfred  C.  Toepfer  Inter- 
^^^^  national,  a  European  grain 
trader.  It  handles  45%  of 
Eastern  Europe's  agricul- 
tural imports  from  Western 
countries,  and  is  a  partner 
of  European  farm  co-ops. 
"They  have  a  wonderiful 
political  presence  in  those 
socialist  countries,"  he 
says. 

Andreas'  own  East  bloc 
connections  go  back  a  long 
way  and  to  the  top.  He  has 
been  doing  business  with 
former  agriculture  minister 
Mikhail    Gorbachev    since 
1983.  The  communist  and 
the    centimillionaire    (An- 
dreas owns  4.3%  of  ADM,  worth  $310 
million)  got  on  well  together.  Robert 
Strauss  just  left  adm's  board  to  be- 
come Soviet  ambassador.  Strauss  is 
being  replaced  on  the  board  by  War- 
ren   Buffett's   son.    Andreas    clearly 
wants  board  members  who  can  gain 
him  influence  as  well  as  give  him 
advice. 

Andreas  irks  some  in\estors  by 
maintaining  a  paltn,'  cash  dividend. 
adm's  9-cent-a-share  payout  is  a  yield 
of  only  0.4%,  just  6%  of  earnings.  It's 
not  that  ADM  needs  to  husband  its 
cash:  The  balance  sheet  is  clean,  with 
debt  at  22%  of  capital.  Cash  and  in- 
vestments are  30%  of  assets.  Cash  flow 
runs  about  $725  million.  Replies  An- 
dreas to  criticism  of  his  paxout  ( which 
includes  a  5%  stock  dividend):  "I'm  a 
shareholder  and  I'm  not  crazy.  We 
make  money,  pay  a  30%  tax.  Give  it  to 
shareholders  and  they  pay  another 
30%  tax.  We  can  reinvest  that  money 
to  the  shareholders'  advantage."  As 
we  said,  D\\  ayne  Andreas  is  every  inch 
the  pragmatist.  Hi 
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Last  year  McDonald's  consumed  cash  faster  than  it 
generated  it.  How  longwill  the  mighty  fast-food  company 
continue  consuming  its  own  accumulated  wealth? 

R.  McDonald,  GPA 


By  Dana  Wechsler  Linden 

Remember  what  happened  last  sum- 
mer when  McDonald's  Corp.'s  sec- 
ond-quarter earnings  came  in  a  penny 
under  analysts'  estimates?  The  stock 
dropped  12%  in  two  days,  pulling  the 
broader  market  down  with  it. 

Analysts  and  others  were  worried 
that  the  big  (1990  revenues,  $6.6 
billion)  fast-food  company  was  run- 
ning out  of  steam:  Competition  was 
cutting  into  McDonald's  market 
share,  squeezing  sales  growth  and 
profit  margins. 

But  the  jitters  quickly  subsided. 
Last  year  the  company  reported  net 
income  of  $802  million  on  $6.6  bil- 
lion of  revenues — both  up  approxi- 
mately 10%  from  the  year  before.  In 
the  first  six  months  of  this  year,  earn- 
ings increased  7%  over  the  same  peri- 
od last  year,  to  $400  million.  Shares  of 
McDonald's  stock  climbed  back  up  to 
36  in  April,  almost  to  its  prior  year's 
high  of  38^2.  Optimists  talk  of  new 
growth  from  the  proliferation  of 
Golden  Arches  abroad. 

So  is  everything  all  right."  Skeptics 
remain.  "Accounting  games,"  says 
Robert  Gay,  quantitative  analyst  at 
Donaldson,  Lutkin  &  Jenrette,  are 
"obscuring  how  terrible  things  are  in 
terms  of  [McDonald's]  sales  growth 
and  margins." 

Games."  McDonald's  started  selling 
off  more  company-owned  restaurants 
as  domestic  sales  went  softer.  Gains 
from  the  sales  jumped  from  $37  mil- 
lion in  1989  to  $61  million  in  1990, 
accounting  for  most  of  McDonald's 
$75  million  increase  in  net  income.  In 
the  first  half  of  this  year,  gains  from 
sales  of  restaurants  came  to  $36  mil- 
lion, compared  with  an  increase  in  net 
income  of  only  $27  million. 

As  a  franchisor,  McDonald's  says 
these   gains   are   operating   income. 
Generally  accepted  accounting  prin 
ciples  support  this  claim.  But  skeptic 


Gay  has  a  point  when  he  says:  "Essen- 
tially you're  selling  off  shareholder 
wealth.  They  should  at  least  wait  until 
there's  a  better  market." 

Robert  L.  Renck  Jr.,  a  broker  who 
specializes  in  cash  flow  analysis, 
notes    that    McDonald's    re- 


plowed  all  of  its  operating  cash  flow 
into  capital  spending — meaning  the 
business  was  consuming  cash  at  least 
as  fast  as  it  was  generating  it.  Faster,  in 
fact.  Debt — as  a  percentage  of  capital- 
ization— rose  from  a  recent  low  of 
39%  in  1984  to  53%. 

Why  did  debt  increase?  Last  year, 
for  example,  cash  flow  from  opera- 
tions was  SI. 3  billion,  while  Sl.l 
billion  was  spent  to  build  641  new 
stores  and  another  S500  million  went 
for  other  capital  expenditures.  Add  to 
that  figure  $133  million  in  dividends 
and  $160  million  to  repurchase  stock. 
Thus  the  cash  shortfall  totaled  nearly 
$600  million,  and  necessitat- 
ed additional  borrowing. 


ceived  $  1 3 1  million  cash  from  sales  of 
restaurants  and  that  300  restaurants 
were  sold.  That  works  out  to  an  av'er- 
age  of  $436,000  per  store— 30%  of 
the  previous  year's  revenues  of  an 
average  store.  A  longtime  rule  of 
thumb  in  the  fast-food  industry'  is  that 
stores  are  sold  for  between  50%  and 
90%  of  revenues.  Is  the  current 
market  for  McDonald's  restaurants 
that  bad? 

Don't  jump  to  conclusions,  says 
Sharon  Vuincwich,  McDonald's  \ice 
president  of  investor  relations.  Some- 
times the  company  takes  back  notes 
from  store  buyers  in  lieu  of  cash.  So 
what  are  the  right  numbers?  She 
won't  Say.  "You  can't  get  them  from 
the  annual  report,"  says  Vuinovich. 
"McDoiiald's  stores  are  a  prixatc 
market." 

One  real  surprise,  says  Renck,  is 
"the  magnitude  of  cash  McDonald's 
needs  to  consume  cxciy  year  to  con 
tinue  the  earnings." 

Through  last  year,  the  ct>mpany 


Skeptic  Renck  claims  McDonald's 
appears  to  fall  far  short  of  its  .-^i-^  credit 
rating  from  Standard  &  Poor's.  Not 
so,  says  Gerald  Hirschberg,  who  over- 
sees S&p's  ratings  for  retailers.  "We 
don't  dispute  that  the  trend  for  the 
numbers  has  been  down.  But  we're 
confident  that  this  period  of  tough 
competition  will  come  to  an  end.  And 
that  management  has  plans  that  have 
a  good  chance  of  succeeding." 

These  plans  include  a  cut  in  capital 
spending  to  the  level  of  increased 
operating  cash  flow  this  year.  The 
company  is  also  shifting  more  invest- 
ment spending  to  its  international 
business,  which  accounts  for  about  a 
third  of  profits  and  sales  and  where 
competition,  so  far,  is  less  severe  than 
at  home. 

Who  is  right?  The  skeptics?  Or  the 
believers?  Until  the  international 
business  grtnvs  big  enough  to  ot^et 
the  troubles  at  hi^me — which  could 
take  years — we'd  say  McDonald's  is  in 
for  some  tough  times.  BH 
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YOUR  FIRM 

ARRIVES  IN 
THIS  BOX 


A  corporate  gift  expresses  more  than 
JL  JL  gratitude.  It  speaks  volumes  about 
your  firm.  ♦  For  154  years,  firms  have 
expressed  themselves  in  words  only  a 
Tiffany  blue  box  can  say.  Tiffany  gifts  have 
passed  from  CEOs  to  clients.  From 
managements  to  staffs.  TTiey  are  bestowed 
by  everyone  who  prizes  stabilirv  over  caprice, 
substance  over  veneer.  And  who  wishes  to 
send  this  message  in  a  gift  that  is  cherished 
forever.  ♦  Xo  receive  a  brochure,  or  learn 
more  about  the  rewards  of  a  Tiffany  h  Co. 
corporate  account,  call  800-423-2v^94. 


TIFFANY&CO. 


"Either  you  shape  the  future, 
or  the  future  shapes  you." 


Change  or  be  changed.  Act  or  be  acted 
upon.  Your  success  depends  upon  which  you 
choose.  That's  why  we  are  continuing  a  course 
of  successfully  managed  change,  transform- 
ing the  old  Greyhound  Corporation  into  an 
even  more  dynamic  new  business  force-  The 
Dial  Corp!  We  divested  11  less  profitable  sub- 


sidiaries, totaling  almost  $3  billion  in  revenue-  tr 
\Ne'\/e  acquired  new  companies  with  yeartv  ^ 
revenues  of  $1.4  billion  with  excellent  growtf  n 
and  profit  potential.  The  result  is  a  strong,  cc  e^\ 
sumer-oriented.  multiservice  corporation.  I 
short,  we've  repositioned  ourseK^es  to  lead  t^ 
way  in  consumer  products,  services  transpc 


ion  manufacturing  and  financial  services. 
K:^use  at  The  Dial  Corp,  we  not  only  have  a 
;ion  of  the  future,  we  also  have  the  will  and 
3  ways  to  shape  it." 


»i  W  Teets.  Charman.  PresKJert 
J  Chtef  Ejeoibve  Off  oer 


The  Dial  Corp 

Profit  Through  Leadership 
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Great  management  is  not  easy  to  define. 

But  if  you  want  to  see  what  it  looks  like,  come  with  us 

and  visit  Southwest  Airlines. 

Hit  'em 
hardest 
with  the  mostest 


By  Subrata  N.  Chakravarty 

"When  we  first  began  to  fly  outside 
Texas  I  got  a  letter  from  a  congress- 
man," recalls  Southwest  Airlines 
Co.'s  cofounder  and  chief  executive, 
Herb  Kelleher,  with  a  chuckle.  "He 
wrote:  'Herbie,  you're  going  to  de- 
stroy Southwest  Airhnes,  flying  out- 
side Texas.'  I  wrote  back:  'Congress- 
man, Man,  not  God,  ordained  the 
boundaries  of  the  State  of  Texas.'  " 

Southwest's  boundaries  now  ex- 
tend as  far  as  Detroit  in  the  East  and 
San  Francisco  in  the  West,  and  its 
revenues  have  grown  from  $81  mil- 
lion to  $1.2  billion  since  deregulation 
allowed  it  to  extend  its  routes  in 
1978,  but  Kelleher's  scrappy,  offbeat 
airline  hasn't  lost  its  Texas  touch. 
Southwest  got  into  the  air  20  years 
ago  after  a  3 -year  legal  batde  with 
Braniff",  Texas  International  and  Con- 
tinental over  its  right  to  fly.  Back  then 
it  had  4  planes  flying  between  Dallas, 
Houston  and  San  Antonio.  Today  it 
has  120  aircraft  serving  32  cities  in  14 
states.  Put  this  prediction  in  your 
notebook:  Southwest  is  going  to  be 
one  of  the  airlines  that  will  survive  the 
airline  deregulation  wars  of  the  1980s 
and  1990s,  which  have  already 
claimed  such  once  proud  airlines  as 
Eastern  and  Braniff  and  humbled 
even  once  mighty  Pan  Am. 

Southwest  has  turned  a  profit 
throughout  the  wars  and  was  one  of 
the  handfi.ll  of  airlines  profitable  last 
year,  when  even  American  lost  mon- 
ey. Southwest  earned  $47  million, 
despite  a  small  loss  in  the  fourth  quar- 
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ter.  Only  Delta  and  United  made 
more  money,  but  Delta  has  seven 
times  and  ual  nine  times  Southwest's 
revenues — and  both  had  lower  mar- 
gins. Southwest  had  another  small 
loss  in  199rs  first  quarter,  but  was  in 
the  black  in  the  second  quarter. 

This  strength  is  not  an  accident  or 
the  product  of  luck.  "We  may  be 
flamboyant  marketers,  but  we're  con- 
servative financially,"  Kelleher  ex- 
plains. Southwest's  $327  million  in 
long-term  debt  in  1990  was  54%  of 
equity,  compared  with  an  industry 
average  of  almost  375%,  and  its  pretax 
earnings  covered  interest  charges 
twice  over.  Based  on  20  measures, 
Salomon  Brothers'  analyst  Julius  Mal- 
dutis  rated  Southwest  second  only  to 
Delta  in  financial  strength  in  1990. 

"We  realized  that,  on  an  average  of 
twice  a  decade,  you're  going  to  be 
faced  with  difficult  times.  I  tell  the 
people  here  that  we  must  always  man- 
age so  that  we  do  well  in  bad  times," 
says  Kelleher.  That's  another  way  of 
saying  that,  no  matter  how  good 
things  may  look,  you  should  not  let 
your  spending  get  out  of  control. 

As  America  West  and  USAir  have 
cut  service  for  financial  reasons. 
Southwest  has  had  the  wherewithal  to 
expand  into  the  routes  they  were 
forced  to  abandon. 

Southwest  succeeds  with  an  ap- 
proach that  is  entirely  different  from 
that  of  any  other  airline.  It  has  spent 
two  decades  car\ing  out  a  unique 
niche  among  U.S.  airlines,  t)ne  that 


Southwest  Airlines'  Herb  Kelleher 
Zaniness  as  a 
competttive  weapon. 


others  have  tried  to  copy  but  have 
never  duplicated.  It  is  the  nation's 
only  high-ft-equency,  short-distance, 
low-tare  airline.  Southwest  has  83 
flights  a  day  between  Dallas  and 
Houston,  for  example. 

Southwest  never  allow  ed  success  to 
seduce  it  into  straying  from  that  niche 
strategy .  It  did  ntn,  for  example,  de- 
cide to  fly  to  Europe  or  get  into  a 
head -to- head  competition  with  larger 
airlines,  playing  by  their  rules.  "You 
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have  to  exercise  a  certain  amount  of 
judgment  with  respect  to  what  you're 
capable  of  and  what  you're  not,"  says 
Kelleher.  "Sometimes  the  best  way  to 
fight  is  on  the  flank,  not  in  the  center 
of  the  activity  where  your  opponent 
masses  its  own  force." 

Kelleher  freely  acknowledges  that 
Southwest  has  not  added  a  great  many 
cities  to  its  schedule  since  198 1 ,  when 
he  left  his  law  firm  to  become  chief 
executive.  "But  we  attack  a  city  with  a 
lot  of  flights,  which  is  another  form  of 
aggression  in  the  airline  industrv',"  he 
explains.  "We  won't  go  in  with  just  1 
or  2  flights.  We'll  go  in  with  1 0  or  1 2 . 


That  eats  up  a  lot  of  airplanes  and 
capacit)',  so  you  can't  open  a  lot  of 
cities."  Call  it  a  kind  of  guerrilla  war- 
fare against  bigger  opponents.  You 
hit  them  with  everything  you've  got 
in  one  or  two  places  instead  of  trying 
to  fight  them  ever)^\here. 

All  of  Southwest's  flights  are  under 
two  hours  in  flying  time,  and  many  are 
under  an  hour.  Prices  are  always  rock- 
bottom.  When  Branifl^'s  price  be- 
tween Dallas  and  Houston  was  S62, 
Southwest's  cheapest  fare  was  just 
$15.  When  it  began  to  fly  in  Califor- 
nia, its  prices  were  about  one -third 
the  prevailing  prices  on  the  routes. 


The  reason  that  Southwest  flies 
such  short  distances  and  offers  fares  so 
much  lower  than  other  airlines  is  sim 
pie.  Kelleher  does  not  see  other  air 
lines  as  his  principal  competition. 
"We're  competing  with  the  automo- 
bile, not  the  airlines,"  he  explains. 
"We're  pricing  ourselves  aginst  Ford, 
Chr\'sler,  GM,  Toyota  and  Nissan.  The 
traffic  is  already  there,  but  it's  on  the 
ground.  We  take  it  off"  the  highway 
and  put  it  in  the  airplane."  Air  traffic 
tends  to  double  or  triple  when  South- 
west enters  a  market,  as  travelers  are 
lured  out  of  their  cars  and  into  the  air 
by  the  low   prices.  The  greater  the 
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Southwest  Airlines 


Shamu  1,  one  of  three  Southwest  Airlines  Boeing  737s  painted  to  look  like  Sea  World's  whale  mascot 

"What  about  its  manure?"  asked  American's  Robert  Crandaii.  "I  will  feed  it  to  a  Yankee,"  said  Keiieher. 


distance  or  the  higher  the  price,  how- 
ever, the  less  the  shift. 

To  offer  those  remarkably  low  tick- 
et prices.  Southwest  must  tightly  con- 
trol costs.  Southwest  has  the  lowest 
costs  in  the  industry  by  far,  according 
to  numbers  provided  by  Salomon's 
Maldutis.  Look  at  operating  costs  per 
available  seat  mile — the  total  number 
of  seats  in  a  plane,  multiplied  by  the 
distance  flown.  In  the  first  quarter  of 
1991  Southwest's  were  15%  lower 
than  those  of  its  nearest  competitor, 
America  West,  29%  lower  than  Del- 
ta's, 32%  lower  than  United's  and 
39%  lower  than  USAr's. 

Southwest  achieves  those  lower 
costs  in  a  number  of  ways.  Since  it  flies 
short  distances,  all  of  Southwest's  air- 
craft are  Boeing  737s.  Using  a  single 
aircraft  type  saves  significantly  on 
training,  maintenance  and  inventor)' 
costs.  And,  since  a  plane  earns  reve- 
nues only  when  it  is  in  the  air.  South- 
west gets  its  aircraft  into  and  out  of 
the  gate  taster  than  anyone  else.  While 
other  airlines  take  upwards  of  an  hour 
to  unload  passengers,  clean  and  ser- 
vice planes  and  board  passengers,  fully 
70%  of  Southwest's  flights  have  a 
turnaround  time  of  IS  minutes,  and 
10%  have  turnarounds  of  10  minutes. 
That  is  not  just  a  goal;  it  really  hap- 
pens (see  table,  p.  54). 

Southwest  flights  offer  peanuts  and 
drinks  but  no  meals.  Resides  adding 
to  costs,  meal  service  is  impractical  on 
short  hops.  Boarding  passes  are  reus- 


able plastic  cards  and,  to  save  board- 
ing time,  there  is  no  assigned  seating. 
To  cut  costs  even  more.  Southwest 
doesn't  subscribe  to  any  centralized 
reserxation  system.  To  save  invest- 
ment in  labor  and  equipment.  South- 
west doesn't  even  transfer  baggage  to 
other  carriers.  That's  the  passengers' 
responsibility. 

A  key  factor  in  keeping  costs  low  is 
the  productivity  of  Southwest's  em- 
ployees. Unlike  many  of  the  airlines 
that  sprang  up  under  deregulation, 
Southwest's  employees  are  union- 
ized. But  by  not  having  an  antagonis- 
tic relationship  with  the  unions  as,  for 
example,  Frank  Lorenzo  did  at  East- 
ern, Southwest  has  negotiated  flexible 
work  rules.  To  speed  up  turnaround 
time,  flight  attendants  and  even  pilots 
pick  up  the  trash  left  behind  on 
planes,  for  example.  Cleaning  crews 
come  on  board  only  at  the  end  of  the 
day.  "Our  employees  have  been  ver\' 
cooperative,"  says  Keiieher.  "They 
see  Southwest  as  an  ongoing  institu- 
tion, so  they're  thinking  about  2010, 
not  next  Wednesday." 

From  the  start.  Southwest  has  been 
leanly  staffed.  It  does  not,  for  exam 
pie,  hire  extravagantly  when  times  are 
good  and' lay  off  people  when  times 
get  tough.  "We  don't  furlough  any- 
body, so  we  ha\'e  to  be  lean  all  the 
time,"  says  Keiieher.  That  loyalty  is 
returned.  When  fuel  costs  began  to 
skyrocket  in  the  wake  of  Iraq's  inva- 
sion   ot    Kuwait,   about    a    third    of 


Southwest's  8,600  employees  took 
voluntary'  deductions  from  their  pay 
to  buy  aviation  fuel  for  the  airline. 
Keiieher  says  he  didn't  know  about 
the  "Fuel  from  the  lieart"  program 
until  he  received  a  banner  signed  by 
all  those  who  had  made  pledges.  "It 
wasn't  so  much  the  money  as  the 
attitude  that  I  loved,"  he  says.  "It 
indicateci  that  the  spirit  of  Southwest 
Arlines  was  alive." 

Spirit  or  esprit  is  hard  to  define  and 
hard  to  measure.  Southwest  has  it.  It 
has,  from  the  start,  stri\  en  to  impart  a 
sense  of  fLin  both  to  its  employees  and 
to  its  passengers.  "I've  alw  ays  felt  that 
there's  no  reason  that  w  ork  has  to  be 
suffused  with  seriousness,  that  profes- 
sionalism can  be  worn  lightly,"  Kei- 
ieher declares.  "Fim  is  a  stimulant  to 
people.  They  enjoy  their  work  more 
and  work  more  productively." 

Combining  high  seriousness  with  a 
sense  of  fun  comes  naturally  to  Herb 
Keiieher.  Born  in  New  lersey,  he  w  eni 
to  Wcsleyan  University'  in  Cx)nnecti- 
cut,  graduating  cum  laude.  "He  went 
through  class  effortlessly,  but  he  was 
an  oversized  pixie,"  recalls  Wilson 
Seibert,  an  advertising  executive  who 
w  as  a  fraternity  brother  of  Kelleher's 
at  Delta  Kappa  Fpsilon.  "ORF  was 
known  as  the  'Mother  of  Jollin,'  and 
Herb  was  the  lolly  Green  Giant.  He 
had  a  collection  of  dumb  hats  which 
he  wore  naturally." 

When  Southwest  started  flving  in 
1971,  its  tlinht  attendants  wore  hot 
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Since  1853.  u!sJl?St1i^been  m^aging  cUents'  assets  to  produce  attractive  returns, 
regardless  of  economic  conditions.  In  diese  unpredictable  times,  we  can  make  your  assets 
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Palm  Beach 


Boca  Raton 


We  found  $30  bilHor 


We  found  $200  million  for  one  Fortune  500*company.  And  $32 
million  for  another. 

We're  finding  millions  for  big  companies  and  small  companies. 
Perhaps  you'd  like  us  to  find  something  for  you.  We  can.  By  applying 

better  management  to 
the  purchase  and 
delivery  of  health  care. 

Our  experience  in 
lowering  medical  costs 
su^ests  that  the  wide 
adoption  of  our  programs 
and  techniques  could 
save  American  business 
$30  billion.  Annually. 

Easier  said  than  done, 
you  say?  True,  what 
we  have  may  not  be  a 
panacea.  Because  there 
isn't  one.  The  problem  is 
too  complex  for  that 

But  what  we  can  offer 
your  company  are 
solutions  that  are  working  right  now  out  in  the  real  world.  Solutions 
that  can  help  you  control  costs  without  sacrificing  the  quality  of  care. 
In  fact,  our  goal  is  to  improve  it 

And  we  can  do  it  in  a  way  that  employees  won't  find  hai*d  to  swallow 
Let's  get  started.  You  don't  have  to  leap  into  the  future.  You  can 
take  it  one  step  at  a  time.  Because  we  offer  such  an  array  of  products 


btdd  you  like  some? 

and  services,  we  can  bring  you  along  at  the  pace  that  suits  you. 

Our  health  care  options  include  everything  from  traditional 
indemnity  plans  and  preferred  provider  networks  to  HMOs  and  plans 
that  integrate  our  HMO  and  indemnity  options. 

And  each  one  offers  you  successively  higher  levels  of  cost  controls. 

So,  how  do  we  get  your  employees  on  board? 

The  key  is  flexibility  and  freedom  of  choice.  And  making  sure  that 
quality  is  not  compromised.  Recently,  for  example,  94%  of  the 
members  enrolled  in  our  healthplan  rated  their  physicians  highly. 

Not  a  bad  barometer  of  employee  satisfaction. 

With  our  integrated  health  care  programs,  your  employees  can 
receive  medical  care  from  physicians  within  an  HMO  network  or  select 
physicians  frx)m  outside  the  network. 

Giving  them  access  to  the  best  features  of  both  HMO  and  traditional 
indemnity  insurance  coverage. 

What's  in  it  for  you?  Combining  choice  and  the  kind  of  health  care 
management  we're  talking  about  helps  you  rein  in  runaway  costs, 
giving  you  greater  administrative  convenience  and  efficiency 

How  committed  are  we?  So  committed  we  have  created  one  of  the 
most  extensive  health  care  networks  in  the  country.  Serving  75%  of 
urban  markets  and  over  2  million  people. 

So  committed  we've  created  the  nation's  leading  provider  of 
employee  life  and  health  benefits. 

So  committed  we  can  help  you  in  everything  frx)m  health  and  dental 
care  to  life  and  disability  plans,  too.  Call  CIGNA  Employee  Benefits 
Companies,  1-800-782-0782. 

And  we'll  show  you  how  to  find  what  every  company  is  looking  for 

Your  rightful  share  of  $30  billion. 


We  get  paid  for  results! 


CIGNA 
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is  delighted  that 

we  were  the 

only  hotel  in  the 

United  States  — 

indeed,  in  all  or 

North  America  — 

to  he  added  to  the 

distinguished  list 

ofMohilS-Star 

Award  winners 

in  1990. 

He  s  certain  it  was 
the  pancakes. 
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FburSeasons  Hotel 

LOSANGELES 
at  Beverly  Hills 

300  Soutli  Dolioiiv  Drive 

At  Burton  W-iy,  Los  Aii,Jo(cs,  CA  90048 

Teleplioiie:  (213)  273-2222 


Southwest  Airlines 


Anatomy  of  a  15-minute  turnaround 

7:55  Ground  crew  chat  around  gate  position 

8:03:30  Ground  crew  alerted,  move  to  their  vehicles 

8:04  Plane  begins  to  pull  into  gate;  crew  move  toward  plane 

8:04:30  Plane  stops;  jetway  telescopes  out;  baggage  door  opens 

8:06:30  Baggage  unloaded;  refueling  and  other  servicing  under  way 

8:07  Passengers  off  plane 

8:08  Boarding  call;  baggage  loading,  refueling  complete 

8:10  Boarding  complete;  most  of  ground  crew  leave 

8:15  Jetway  retracts 

8:15:30  Pushback  from  gate 

8:18  Pushback  tractor  disengages;  plane  leaves  for  runway 


On  a  recent  weekday  a  Southwest  Airlines  flight  arrived  at  New  Orleans  from  Houston. 
The  scheduled  arrival  time  was  8:00  a.m.,  and  departure  for  Birmingham,  Ala.  was  8:15 
a.m.  Forbes  clocked  the  turnaround,  half-minute  by  half-minute. 


pants  and  boots.  Those  have  now 
given  way  to  shorts,  casual  shirts  and 
sneakers.  On- board  antics  range  from 
the  zany  (contests  for  the  largest  holes 
in  socks  and  stockings,  doing  the 
safety  briefing  to  a  rap  beat)  to  the 
mildly  outrageous  ("As  soon  as  y'all 
set  both  cheeks  on  your  seats,  we  can 
get  this  ol'  bird  moving,"  is  one 
quoted  cockpit  announcement).  Kel- 
leher  has  visited  Southwest's  mainte- 
nance hangars  at  2  a.m.  dressed  in 
drag  as  Klinger  from  the  TV  show 
MA  SH.  He  has  flown  on  Easter  in  an 
Easter  bunny  costume,  handing  out 
peanuts  and  exercising  his  Irish  charm 
on  passengers. 

The  humor  has  a  serious  purpose. 
Kelleher  explains:  "What's  important 
is  that  a  customer  should  get  off  the 
airplane  feeling:  'I  didn't  just  get  from 
A  to  B.  I  had  one  of  the  most  pleasant 
experiences  I  ever  had  and  I'll  be  back 
for  that  reason.'  " 

Maintaining  such  camaraderie  gets 
harder  as  organizations  grow,  but  so 
far.  Southwest  seems  to  have  man- 
aged it  by  being  extremely  selective  in 
its  hiring  practices.  "[Former  Dallas 
C^ovvboys  head  coach]  Tom  Landr\' 
once  said  that  he  drafted  great  ath- 
letes and  taught  them  how  to  play 
tackle  or  linebacker,"  says  Kelleher. 
"We  draft  great  attitudes.  If  you  don't 
have  a  good  attitude,  we  don't  want 
you,  no  matter  how  skilled  you  are. 
We  can  change  skill  levels  through 
training.  We  can't  change  attitude." 

This  year  Southwest  should  over 
take  the  liquidated  Eastern  Air  Lines, 
the  now  shrunken  Pan  .•Xm  and  the 


reorganizing  America  West  to  rank  as 
the  eighth-largest  airline  in  the  U.S. 
At  a  recent  price  of  24%,  Southwest 
stock  sells  at  29  times  the  85  cents  per 
share  that  Salomon's  Julius  Maldutis 
estimates  the  airline  will  earn  this  year. 
That  P/E  may  not  be  as  high  as  it 
seems.  Maldutis  estimates  that  earn- 
ings will  more  than  triple  to  S2.90 
next  year,  for  a  P/H  ratio  of  only 
around  8. 

Herb  Kelleher  is  60  and  a  five-pack- 
a-day  smoker.  Can  Southwest  main- 
tain its  momentum  without  himr  Kel- 
leher doesn't  duck  the  question,  but  it 
clearly  irritates  him:  "I've  been 
through  this  myself  When  Lamar 
[Muse,  Southwest's  chief  executive 
from  1971  to  1978]  left,  a  lot  of 
people  said  Southwest  .\irlines  is  over, 
it's  kaput,  because  Lamar  Muse  is 
Southwest  Airlines.  Well,  Lamar  left 
in  1978  and  Southwest  is  still  here  in 
1991 ,  and  doing  ver\-  well.  Right  now 
we  ha\e  three  or  four  people  at  a  le\el 
where  they  could  be  chief  executive  of 
Southwest  ver\-  successftilly,  and 
we've  got  others  below  them." 

Having  said  this,  Kelleher  switches 
to  a  more  congenial  topic.  "Hirst  peo- 
ple said  we  were  a  Texas  phenome- 
non. When  we  moved  into  Louisiana, 
the\  said  it  was  the  energy  belt.  We 
moved  west  and  they  said,  'Aha!  It's  a 
Sunbelt  phenomenon.'  What  are  they 
going  to  sa\  now  when  we  fly  to 
C^hicago,  Detroit  and  San  Erancisco?" 

We'll  tn  to  answer  that:  Thev'll 
fmalK  concede  that  Southwest  got 
w  here  it  is,  not  by  luck,  but  b\  darned 
superior  management.  tM 
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Your  Lender  May 


Say  That  They're 
Right  Behind  You. 


You  may  want  to  ask,  however,  what  they're 
doing  for  you  back  there.  Are  thev  helping  you  create 
the  financial  flexibility  you  need  to  capitalize  on  every 
opportunity  at  every  stage  of  your  business  cycle? 
If  not,  you  may  want  to  consider  Flexible 
Funding  from  The  CIT  Group,  who  will  provide 
$4  billion  in  loans  and  leases  to  American  businesses  this  year. 

With  a  broader  range  of  financial  options,  and  a  peerless  knowledge  of  die  industries  we  serve. 
The  Cn  Group  creates  customized  financing  packages  that  allow  the  financial  potential  of  a  companv's  assets 
to  be  utilized  most  efficiendy.  Our  strength  has  been  in  consistently  providing  the  financial  fi-amework  that 
enables  our  clients  to  adapt  and  prosper  in  shifting  business  climates. 

With  formidable  chaUenges  ahead,  it's  a  good  time  to  take  a  look  at  who's  beliuid  vou. 
To  find  out  how  Flexible  Funding  solutions  can  be  created  to  meet  your  needs, 
wnte  The  CIT  Group,  650  CIT  Dnve,  Room  2300,  Livingston,  NJ  07039. 


©1991  The  CIT  Group,  Inc. 


A  company  of 

Dai-lchi  Kangyo  Bank  and 

Manufacturers  Hanover 


Big  business  is  leaving  the  cities  for  small-town 
America.  This  is  understandable,  but  it  has  its  hazards. 


Exodus 


By  James  Cook 

The  U.S.  corporation  is  on  the  move 
again.  Earlier  in  the  century  there  was 
a  major  trend  for  big  companies  to 
pull  their  headquarters  from  small 
towns  where  they  got  started  and 
move  to  big  cities  like  Chicago,  Pitts- 
burgh and  New  York.  Texaco,  J.C. 
Penney,  Santa  Fe  Pacific.  And  then,  in 
the  wake  of  World  War  II,  they  began 
moving  again,  this  time  to  the  cleaner 
air,  lower  costs  and  nearby  golf 
courses  of  the  suburbs.  IBM  to  Ar- 
monk,  N.Y.;  General  Electric  to  Fair- 
field, Conn.;  Mobil  to  Fairfax,  Va. 

That  movement's  finally  petering 
out,  and  these  days,  according  to 
David  A.  Heenan,  boss  of  liawaii's 
Theo.  H.  Davies  &  Co.,  a  trading 
company,  U.S.  corporations  are 
headed  into  phase  three:  a  return  to 
the  hinterland  beyond  the  sprawl  of 


the  metropolitan  areas.  Union  Pacific 
to  Bethlehem,  Pa.;  Harcourt  Brace 
Jovanovich  to  Orlando,  Fla.;  even 
American  Electric  Power  to  Colum- 
bus, Ohio. 

All  this  has  tremendous  implica- 
tions for  the  fixture  of  the  country', 
says  Heenan.  In  a  new  book.  The  New 
Corporate  Frontier  (McGraw-Hill, 
$19.95),  he  states  that  the  U.S.  could 
emerge  as  "the  first  postindustrial 
country  without  important  cities." 

Heenan  is  no  wild-eyed  futurist. 
He's  a  onetime  academician  (Whar- 
ton, Columbia  and  the  University  of 
Hawaii),  has  worked  for  such  big 
companies  as  Caltex,  Citicorp  and 
Davies,  and  has  spent  most  of  his  life 
in  cities  like  Boston,  New  York,  Phila- 
delphia and  now  Honolulu. 

For  over  a  century,  corporations. 
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David  Heenan,  author  of  The  New  Corporate  Frontier 

He  predicts  a  return  to  the  hinterland  for  U.S.  business. 


once  they  had  reached  a  certain  size, 
settled  close  to  the  big  cities  in  order 
to  tap  the  specialized  support  ser\ices 
cities  provided — accounting,  law, 
pubhc  relations,  advertising.  But, 
thanks  to  telecommunications,  com- 
puters and  air  transport,  corporations 
can  be  as  close  to  their  investment 
bankers,  advertising  agencies  and 
market  consultants  in  Boise,  Idaho  or 
Charlotte,  N.C.  as  they  are  in  Oak 
Brook,  111.  or  midtown  Manhattan. 

The  necessity'  of  a  big  cit\'  environ- 
ment was  always  exaggerated  any-way, 
Heenan  says,  and  Dow  Chemical  has 
not  been  at  any  noticeable  disadvan- 
tage operating  out  of  Midland,  Mich., 
any  more  than  Corning  Inc.  has  out  of 
Corning,  N.Y.,  Phillips  Petroleum 
out  of  Bartiesville,  Okla.  or  Wal-Mart 
out  of  Bentonville,  Ark. 

More  than  technology'  and  trans- 
portation has  changed.  Corporate 
and  management  styles  have,  too,  in 
yvays  that  encourage  a  return  to  small 
cities  and  toyvns.  The  monolithic  hier- 
archical corporation  has  been  gi\ing 
way  to  a  smaller,  simpler  organiza- 
tion— what  Heenan  calls  the  mini- 
malist corporation — and  half  the  big 
companies  in  America  are  reducing 
their  headquarters  staffs  and  decen- 
tralizing. They  can  now  settle  down  in 
a  small  cit\'  without  dominating  the 
community'.  After  cutting  its  head- 
quarters staff  from  2,000  to  320, 
Exxon  moved  to  Imng,  Tex.  (pop. 
110,000). 

Nor  is  corporate  convenience  the 
only  consideration.  Employees  com- 
plain they  can't  aftbrd  the  high  cost  of 
big  city'  housing,  they  don't  like  the 
schools  and  they're  alarmed  at  the 
high  incidence  of  crime,  narcotics  and 
homelessness.  Mox-ing  to  smaller 
towns  is  the  equivalent  of giying  many 
executives  big  raises  and  a  better  stan- 
dard of  liN^ing. 

"The  suburban  rings  ha\c  been  in 
filled,  over-mailed  and  overdevel- 
oped," Heenan  say's.  "The  cost  struc- 
tures are  as  high  as,  if  ncn  higher  than, 
in  the  inner  cin ,  the  schcH>ls  aren't  all 
they  yvcre  cracked  up  to  be.  .\nd  there 
are  crime  pri>blenvs  m-\k.\  gndliKk." 

Of  course,  you  can't  just  move 
any-where.  Tixlay's  yming  profession- 
als don't  want  to  give  up  the  career 
oppt>rtunities,  scKial  amenities  and 
cultural  and  intellectual  stimulation 
that  big  cities  offer  and  that  smail- 
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A  RARE  OPPORTUNITY  FOR  PRIVATE  COLLECTORS  TO 
ACQUIRE  THE  MOST  AUTHENTIC  RECORD  OF  FRONTIER  AMERICA. 

BEFORE  ANOTHER  MUSEUM  DOES. 


In  1832  Prince  Maximilian  of  Wied, 
a  German  nobleman,  and  Karl  Bodmer, 
a  Swiss  artist,  embarked  on  a  voyage 
through  the  interior  of  North  America.  It 
turned  out  to  be  the  first  and  last  scien- 
tific journey  to  record  frontier  America 
in  pictures  before  the  unspoiled  West 
was  to  change  irrevocably. 

Bodmer  and  Maximilian  arrived 
just  in  time. 

Bodmer's  depiction  of  the  extra- 
ordinary landscapes  observed  and  his 
portraits  of  the  Blackfeet,  Crow,  Cree, 
Mandan,  Hidatsa  and  Sioux  along  the 
Upper  Missouri  have  never  been 
surpassed. 

THE  FINEST  RECORD  OF 
FRONTIER  AMERICA. 

'Bodmer's  America'  is  acknowledged 
as  perhaps  the  finest  record  of  Native 
Americans  ever  published.  Sadly,  only 
3  years  after  he  painted  them,  many  of 
the  fierce  braves  who  sat  before  him 
had  disappeared  forever.  They 
believed  his  drawings  would  protect 
them  in  battle,  but  they  weren't  power- 
ful enough  to  save  them  from  diseases 
such  as  smallpox. 

Yet    as    important    a    record    as 


Bodmer's  images  are,  for  many  years 
they  were  lost  to  Americans. 

When  their  journey  was  completed, 
Bodmer  and  Maximilian  returned  to 
Europe  with  their  work.  In  1839,  in 
Paris,  they  published  a  very  limited 
edition  of  colored  engravings.  So  for 
many  years  Europeans  had  a  far  truer 
picture  of  frontier  America  than 
Americans  had  themselves. 

It  was  only  in  1948  that  the  original 
copper  and  steel  plates  were  redis- 
covered by  an  anthropologist  at  Castle 
Wied  and  finally  found  their  way  into 
the  safekeeping  of  the  Joslyn  Art 
Museum. 

Now  for  the  first  time  since  their 
rediscovery  a  numbered,  limited  edition 
of  125  complete  sets  is  being  pulled 
from  each  of  the  81  original  plates. 

A  UNIQUE  HAND  PRINTING 
FROM  THE  81  ORIGINAL  PLATES. 

'Bodmer's  America'  is  being  pub- 
lished in  London  by  Alecto  Historical 
Editions,  a  firm  renowned  for  its  19th 
century  skills  in  copperplate  printing 
and  coloring,  and  the  company  that 
published  the  portfolios  of  John  James 
Audubon's  'Birds  of  America'  for  the 


American  Museum  of  Natural  History, 
and  Sir  Joseph  Banks'  'Florilegium^  for 
the  British  Museum. 

Each  engraving  is  to  be  printed  in 
color  a  la  poupee  with  extensive  hand 
coloring,  heightened  by  gum  arable  in 
the  original  19th  century  manner. 

After  more  than  two  years  of  prep- 
aration and  extensive  preliminary 
proofing,  the  first  sets  of  the  81  prints 
have  now  been  completed. 

Many  have,  of  course,  been  claimed 
by  museums  and  institutions  through- 
out the  nation. 

But  a  few  complete  sets  are  available 
to  private  collectors  at  the  initial  sub- 
scription price  of  $80,000. 

The  remainder  of  the  edition  will 
be  completed  over  the  next  four  years 
and  will  be  offered  by  subscription 
during  that  time. 

If  you  would  like  to  arrange  a  view- 
ing or  to  acquire  a  set  please  call  Carol 
Barnes  at  1-800-441-6207  or  write  to 
the  Joslyn  Art  Museum,  Room  13,  2200 
Dodge  Street,  Omaha,  Nebraska,  68102. 

Once  the  edition  is  completed  the 
plates  will  be  retired  to  the  Joslyn 
Museum  where  they  will  remain  until 
the  middle  of  the  next  century. 


PUBLISHED  BY  ALECTO  HISTORICAL  EDITIONS  OF  LONDON 
AT  THE  INVITATION  OF  THEJOSLYN  ART  MUSEUM  OF  OMAHA.  NEBRASKA. 
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Lockheed  leads. 


Lockheed  is  developing  18  of 
the  20  technologies  designated  by  the 
Department  of  Defense  as  vital  to 
America's  future.  This  work  goes  on  in 
our  research  labs  across  the  country. 

At  Lockheed.  Research  & 
Development  is  virtually  a  line  of 


business,  because  R&D  breakthroughs 
today  open  pathways  to  production 
programs  tomorrow.  That's  one 
reason  almost  one-third  of  Lockheed 
sales  can  be  characterized  as  R&D 
programs. 

Preeminence  in  R&D  gives 


Inside  a  plasma 


chamber  at  Lockheed,  lonued  gases  etch  circuit  paths  on  monolithic  integrated  chips  made  of  gallium  aismde. 
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Lockheed  advantages  across  the  spec- 
trum of  our  businesses:  space,  missiles, 
aeronautics,  military  electronics,  and 
technology  services.  It  makes  us 
stronger,  keener  competitors.  It  gives 
our  customers  and  our  country  the 
quality  products  they  need. 


Lockheed's  management  and  em- 
ployees are  committed  to  building  a 
stronger,  better  Lockheed.  A  Lockheed 
managed  for  a  proper  balance  between 
short-term  return  and  long-range  value. 
Leadership  in  R&D  is  a  cornerstone  to 
that  strategy. 


Watch  NOVA  on  PBS,  Tuesdays  at  8  p  m 


^^Lockheed 


Corporate  exodus 


Dave  Heenan's  rising  stars  on  America's  corporate  frontier 


Des  Moines,  Iowa 
Pop.  193,187 


Manchester,  N.H. 
Pop.  99,567 
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Olympia,  Wash. 
Pop.  33,840 


Peoria,  III. 
Pop.  113,504 
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Naples,  Fla. 
Pop.  19,505 


Portland,  Me. 
Pop.  64,358 


Princeton,  N.J. 
Pop.  12,016 


Scranton/Wilkes-Barre,  Pa. 
Pop.  129,328 


Wilmington,  Del. 
Pop.  71,529 


town  America  has  noticeably  lacked. 
(As  Gertrude  Stein  said  of  Oakland: 
"There  is  no  there  there.")  So  the 
exodus  has  focused  on  small  cities 
with  broader  horizons.  Examples: 
Orlando,  because  it  serves  a  resort 
destination;  Charlottesville,  home  to 
a  major  university;  Olympia,  a  state 
capital;  Raleigh- Durham,  a  research 
community;  and  Hampton  Roads, 
Va.,  a  military  base. 

More  than  the  big  cities,  small  cities 
like  these  still  cleave  to  the  work  ethic, 
offer  a  better-educated,  more  highly 
skilled  work  force,  and  are  generally 
inhospitable  to  labor  bosses. 

Will  C'hicag{)  and  New  York  and 


Los  Angeles  just  shrivel  and  die? 
Heenan  hopes  not.  They  remain  cru- 
cibles of  diversity,  arenas  of  human 
interaction,  conflict  and  innovation, 
and  marketplaces  for  ideas;  these  are 
conditions  you  can't  duplicate  even  in 
a  university  town  or  research  commu- 
nity. Heenan  believes  certain  kinds  of 
businesses  will  stick  to  the  big  cities — 
telecommunications  and  publishing, 
for  instance,  and,  to  some  extent, 
financial  ser\'ices. 

Heenan  warns  that  it  would  be  a 
mistake  to  let  the  cities  decay  e\en 
though  they  are  nt)  longer  needed  as 
headquarters  towns  for  big  business. 
"It's  dangerous,  turning  your  back 


on  the  citN',"  Heenan  says.  "Because  if 
your  marketplace  is  the  national  psy- 
che and  you  are  locked  into  some 
pristine  pure  enxironment,  you  ver\' 
well  may  miss  something."  He  points 
to  Japan.  There  cvervlKKiy  wants  to 
move  to  Tokyo.  "They  think  it's  ab- 
solute madness  to  be  based  in  the 
suburbs,"  Heenan  saN-s.  "They  need 
face-to-tace  communications,  wheth 
er  it's  holding  a  strateg>'  session  at  the 
office  or  bellying  up  to  a  bar  after 
work." 

Heenan's  conclusion  seems  to  be 
that  w  hile  big  business  dtKsn't  neces- 
sarily need  the  big  cities,  the  nation 
certainlv  dtx's.  IB 
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The  New  LeSabre 


Buick  LeSabre  has  earned  an 
enviable  reputation  for  quality.  Of 
course,  that  didn't  stop  the  people 
at  Buick  from  striving  to  make 
LeSabre  even  better. 

Safer 

The  new  LeSabre  offers  the 
safety  of  anti-lock  brakes  (ABS),  as 


well  as  a  standard  driver-side  air 
bag  supplemental  restraint. 
Roomier 
LeSabre's 
6-passenger 
seating  now 
gives  you  even 
greater  front 
headroom  and 
rear  legroom. 


5P 


And  the  spacious  trunk  is  east 
accessible,  thanks  to  the  new  Ic' 
liftover  design^  ^ 
Quieter 
LeSabre 
aerodynamil^ 
new  exteric 
is  one  designe 
to  please  botl^i 
your  eyes  an 
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le  car  that  became 
ly  in  America? 

I  better. 
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!ai  rs.  Wind  noise  is  reduced  to  a 

lisper,  while  special  acoustical 
iig  sulation  all  but  banishes  road 

)ise  from  the  interior. 
More  Powerful 

The  LeSabre's  3800  V6  engine 
ri  )w  offers  even  more  horsepower. 
gn  It  it  gets  an  EPA  estimate  of  18 

iles  per  gallon  city/28  highway. 
ai  To  learn  more  about  the 


qualities  that  make  the  new  Buick 
LeSabre  even  better,  please  call 
1-800-531-1115. 
Or  better  yet,  we  invite  you  to 


see  your  Buick  dealer  and  enjoy  a 
test  drive  today. 


:I1 


BUICK' 

The  New  Symbol  For  Quality 
In  America. 


)1991  GM  Corp  All  nghls  reserved 


Buckle  up.  America' 


German  fashion?  No,  that's  not  an  oxymoron  Some  of 
the  smartest  clothing  these  days  is  coming  from 
Germany,  and  the  best  values  as  well 

'Who  is  first  in 
the  market,  sells" 


By  Richard  C.  Morais 

Who  produces  more  clothes  than 
anyone  else  in  Europe  and  is  the 
second-largest  exporter  of  apparel  in 
the  world? 

France?  Italy?  Guess  again.  It's 
Germany.  In  the  last  four  years  Ger- 
many has  increased  its  clothing  ex- 
ports by  45%,  to  $5.53  billion.  Behind 
these  figures  lurk  fashion  houses  like 
Jil  Sander,  Joop!,  Hugo  Boss,  Escada 
and  Mondi. 

Of  course,  none  of  these  houses 
enjoys  the  design  status  of  Italy's 


Giorgio  Armani  or  France's  Christian 
Lacroix.  Karl  Lagerfeld  is  a  German 
design  star,  but  he  made  his  reputa- 
tion m  Paris  at  Chanel.  Why  hasn't 
German  st\'ling  gotten  more  interna- 
tional attention?  German  merchants 
sometimes  blame  the  absence  of  a  real 
fashion  capital,  like  Paris  or  Milan. 
There  is  no  single  fashion  event  in 
Germany  where  international  fashion 
journalists  descend  for  a  complete 
overview. 

Still,  Germany  has  become  a  force 


to  be  reckoned  with  in  the  world  of 
fashion.  But  more  as  a  follower  than  as 
a  leader.  "During  the  1980s  German 
fashion  houses  built  exports  on  the 
backs  of  reliabilit}'  and  qualit}-,"  says 
Hans  Trompetter,  an  official  with  the 
clothing  association  Bundesverband 
Bekleidungsindustrie.  "There's  been 
an  increasing  recognition  of  dieir  cre- 
ativit)',  but  that  creativity  is  iji  the 
identification  of  trends  established  in 
Milan  and  Paris,  which  German  firms 
have  turned  into  wearable  outfits." 

Translation:  Let  French  and  Italian 
designers  grab  headlines  widi  breath- 
taking, but  unwearable,  costumes. 
Germans  tend  to  focus  on  being  first 
with  a  wearable  street  version  of  the 
hot  new  looks  oftien  established  else- 
where on  Europe's  runways. 

Take  the  small,  family-owned  Rena 
Lange  of  Munich.  Peter  and  Renate 
Gunthert  brought  their  provincial 
family  business  to  die  S28  million 
sales  mark  in  1990.  From  nil  a  decade 
ago,  the}'  now  sell  more  than  half  dieir 
merchandise  abroad.  The  Gundierts 
e.xpect  sales  of  some  S36  million  diis 
year  because  of  three  shops  opening 
in  lapan  and  a  new  showroom  on 
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ABOVE: 

Suit  by  Rena  Lange 

LEFT: 

Renate  and  Peter  Gunthert. 
Renate  GrSfin  von  Rehbmder 
"We  are  more  marfcetin^-ininded 
than  design-minded." 


Forbes  ■  September  16,  1991 


Fifth  Avenue  in  New  York. 
In  the  U.S.,  Lange  clothes 
sell  at  upmarket  stores  like 
Neiman  Marcus,  Saks  and 
I.  Magnin. 

Lange's  clothes — such  as 
a  lipstick- red  alpaca  duffel 
coat  with  quilted  silk  lining 
for  $1,500— are  for  the 
coiffed»  and  the  moneyed. 
The  look  is  sophisticated: 
gold  buttons,  rich  fabrics, 
understated  elegance. 

Despite  the  high  cost  of 
manufacturing  in  Germa- 
ny, Chairman  Peter  Giin- 
thert  manufactures  70%  of 
his  products  there.  He  flirt- 
ed briefly  with  lower-cost 
countries  but  decided  that 
quality'  and  reliable  delivery 
dates  were  more  important 
than  cost  savings. 

When  it  comes  to  design, 
Lange  executives  are  down- 
to-earth  business  people 
with  no  vainglorious  need 
to  reinvent  the  wheel  and 
without  towering  egos. 
Lange's  recent  line  is  laced  ^^^M 
with  cream-and-black  suits 
that  could  have  come  from  Chanel's 
catwalk.  Crisply  made,  and  known  for 
light  fabrics,  Lange's  interpretations 
retail  for  around  $1,400,  compared 
with  a  tag  closer  to  $2,500  for  a 
Chanel  original. 

"We  are  more  marketing- minded 
than  design-minded,"  admits  Giin- 
thert,  his  blue  blazer  draped  over  his 
shoulders  in  an  unglamorous  indus- 
trial-park-type office.  Giinthert  talks 
softly  about  the  daily  boutique  re- 
ports he  studies,  the  system  that  al- 
lows him  to  quickly  adjust  his  product 
line  according  to  what  is  moving  off" 
the  rack.  "We  are  most  interested  in 
what  sells." 

One  of  Germany's  go-go  compa- 
nies is  the  Escada  Group  of  Bavaria.  In 
the  year  ending  October  1990,  Es- 
cada increased  sales  60%,  to  $571 
million;  cash  flow  increased  53%. 
Flash  in  the  pan.^  The  first  six  months 
of  this  fiscal  year  are  showing  another 
22%  increase  in  sales. 

Escada's  chairman,  Wolfgang  Ley, 
has  taken  a  high-risk  approach  that, 
so  far,  has  paid  off".  Rather  than  wait 
for  orders.  Ley  starts  manufacturing 
his  clothes  on  speculation,  so — if  he 


Escada  design  from  fall/winter  1991  collection 
A  higlHisk,  higlH«ward  approach. 


gauges  the  fashion  trends  correcdy — 
he  is  in  position  to  deliver  much 
earlier  than  his  competitors.  If  he 
misjudges  the  new  in  look.  Ley  could 
wind  up  in  trouble,  but  so  far  his 
instinct  hasn't  failed  him. 

That's  why  the  work  of  his  designer 
wife,  Margaretha  Ley,  is  so  important. 
The  Swedish-born  Margaretha  was 
reported  to  have  said  that  the  north- 
ern light  of  her  childhood  muted  all 
colors;  reacting  against  these  soft 
tones,  she  has  imbued  her  clothes 
with  bright,  almost  harsh,  colors.  It 
appears  she  has  hit  a  chord  with  the 
public. 

A  walk  through  one  of  Escada's 
many  boutiques  is  revealing.  There  is 
no  question  these  are  bold,  very  dis- 
tinct clothes.  But  there  is  equally  a 
fleeting  recollection  of  having  seen  a 
few  details,  like  the  spicy  print  pants, 
the  electric  lime  jackets,  somewhere 
before.  The  firm  of  Christian  Lacroix, 
the  hottest  name  in  Paris  today, 
thought  it  recognized  similarities  as 
well.  This  spring  it  filed  suit  in  Paris 
against  Escada,  claiming  that  the  Ger- 
man company  had  copied  its  belts  and 
handbags  and  sold  them  under  the 


Escada  label.  Escada  vigor- 
ously denies  the  charge, 
and  a  company  spokes- 
woman says  it  has  produced 
stylebooks  that  show  where 
its  ideas  originated. 

However  the  case  comes 
out,  the  fact  remains  that 
"borrowing"  ideas  is  a 
long-estabhshed  tradition 
in  fashion.  The  New  Look 
of  1947  by  newcomer 
Christian  Dior — probably 
the  greatest  fashion  coup  of 
all  time — was  not  new  at  all. 
The  reclusive  Spaniard 
Cristobal  Balenciaga  had 
created  the  silhouette  a  de- 
cade earlier.  Christian  Dior 
added  the  golden  touch  of 
timing. 

So,  apparently,  have  the 
low-profile  Germans.  One 
of  the  largest  clothing  man- 
ufacturers in  the  world  is 
Klaus  Steilmann  GmbH  & 
Co.,  the  Bochum-Watten- 
scheid-based   family  com- 
pany with  worldwide  sales 
of  $930  million.  The  pro- 
ducer of  Karl  Lagerfeld's 
line,  KL,  wrote  the  book  on  flexible, 
reliable  delivery.  Already  back  in  the 
1960s   Steilmann    began   delivering 
not  seasonally  but  monthly  to  his 
customers.  "At  the  time  no  one  even 
knew  how  to  spell  quick  response," 
says  Steilmann. 

Today  his  company  is  still  growing 
at  a  10%  annual  clip.  It's  easy  to  see 
why.  During  the  first  six  months  of 
last  year,  sales  were  depressed  in  the 
women's  coats  and  jackets  depart- 
ment. Steilmann's  nose  sniffed  a  new- 
trend  in  Swinger  jackets,  short 
trenchcoats,  and  "within  weeks"  was 
able  to  mass- deliver  versions  of  the 
coats  as  orders  began  snowballing. 
The  ailing  division  finished  the  year 
with  a  4%  sales  increase.  "At  our 
company  we  think  'industrial,'  not 
'glamour,'  "  says  Steilmann.  "Who 
needs  glamour?" 

Back  in  Munich  the  verv'  glamorous 
Renate  Grafin  von  Rehbinder,  the 
executive  marketing  director  at 
Lange,  fluff's  her  chcxolatc- brown 
dress  and  places  a  well-manicured  fin- 
ger on  the  heart  of  the  matter: 

"Who  is  first  in  the  market, 
sells."  Hi 
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The  authors  of  computer  and  VCR 
instructions  seem  unable  to  tell  you 
how  to  do  what  you  want  to  do. 

George  Eastman, 
we  need  you 


BY  THOMAS  SOWELL 


f 

a         '  .■' 

Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Someday,  someone  is  going  to  make  a 
fortune  by  figuring  out  how  to  make 
computerized  products  like  videocas- 
sette  recorders  and  word  processors 
operate  in  a  plain  and  simple  manner, 
with  directions  written  in  straightfor- 
ward English. 

Back  in  the  mid-  19th  century,  pho- 
tography was  as  complicated  for  the 
layman  as  computers  and  computer- 
ized products  are  today.  To  take  a 
picture  with  the  kind  of  camera  that 
Matthew  Brady  used  during  the  Civil 
War,  you  had  to  be  a  real  technician 


who  understood  the  chemistry  of  I 
emulsion-cojited  glass  plates  and  the 
optical  pro{5erties  of  view  cameras  and 
their  lenses.  Then,  in  1888,  a  man 
named  George  Eastman  invented  a 
camera  he  called  the  Kodak  and  sud- 
denly anybody  could  take  a  picture. 
The  rest,  as  they  say,  was  history — and 
quite  a  bit  of  economics.  Eastman 
Kodak  did  more  than  $19  billion 
worth  of  business  last  year. 

It  may  be  unfair  to  compare  a  prod- 
uct as  relatively  new  to  mass  markets 
as  the  computer  with  a  product  which 
has  been  mass -marketed  for  more 
than  a  century.  Nevertheless,  it  may 
be  useful  to  see  why  cameras — even 
many  high-tech,  computerized  cam- 
eras— can  be  explained  and  used 
much  more  easily  than  a  videocassette 
recorder  or  a  laptop  computer. 

First  of  all,  even  highly  complicated 
cameras  can  do  simple  things  in  a 
simple  way.  Ycu  may  be  using  a  cam- 
era that  can  do  many  things  that  only  a 
sophisticated  professional  photogra- 
pher has  even  heard  of  But  if  all  you 
want  to  do  is  to  take  a  picture  of  the 
wife  and  kids  in  the  backyard  on  a 
sunny  day,  you  can  just  point  and 
shoot    your    computerized    camera 
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with  an  ease  that  you  will  seldom  find 
when  trying  to  do  something  equally 
imple  with  a  vcR  or  a  word  processor. 
For  example,  it  is  not  complicated 
to  get  a  computer  to  alphabetize  a  list 
of  names.  What  is  complicated  is  to 
find  the  instructions  for  doing  so — 
and  then  to  figure  out  what  they  are 
saying.  Some  instruction  books  do 
not  even  list  "alphabetical  order"  in 
their  index.  If  you  don't  happen  to 
know  that  the  jargon  for  that  is 
"sort,"  you  are  just  out  of  luck.  And 
once  you  somehow  manage  to  get  to 
"sort,"  they  want  to  tell  you  about  all 
kinds  of  different  sorting  that  the 
computer  can  do.  The  authors  of 
these  instruction  books  seem  unable 
to  resist  regaling  you  with  features, 
instead  of  telling  you  how  to  do  par- 
ticular things  that  you  want  to  do. 

No  one  tries  to  teach  someone  to 
drive  an  automobile  by  offering  a 
menu  of  the  car's  features.  No  one 
says:  "This  is  a  steering  wheel.  It  has  a 
horn  up  here,  cruise  control  over 
here,  a  windshield  wiper  operated  by 
this  lever.  ..."  Instead  you  start  with 
the  basic  things  that  the  new  driver 
wants  to  do,  like  get  the  car  moving 
out  of  the  driveway  and  into  the 


street,  without  undue  damage  to 
property  or  risk  to  life  and  hmb. 

The  very  fact  that  there  are  many 
diflferent  instruction  books  sold  for  a 
basic  software  like  WordPerfect  ought 
to  suggest  that  there  is  something 
wrong  somewhere,  because  Word- 
Perfect supplies  their  own  instruction 
book  free  of  charge  and  offers  an  800 
number  to  phone  for  help  with  prob- 
lems. There  is  also  a  large  market  for  a 
control  device  for  videocassette  re- 
corders, even  though  vcRs  come 
equipped  with  control  devices  of  their 
own,  at  no  extra  cost.  Yet  enough 
people  are  willing  to  pay  $60  for  a 
control  device  that  they  can  under- 
stand that  its  manufacturer  is  having 
trouble  keeping  up  with  all  the  orders. 

You  cannot  go  into  a  bookstore  and 
find  half  a  dozen  books  on  how  to 
drive  a  Buick  because  publishers 
know  that  General  Motors  has  already 
supplied  you  with  a  free  booklet,  and 
that  you  are  not  likely  to  part  with 
hard  cash  to  get  another  one.  No  one 
manufactures  a  substitute  control 
panel  for  an  automobile  because  they 
figure  you  are  unlikely  to  be  baffled  by 
the  one  that  came  with  the  car. 

The  problem  is  not  with  the  com- 


plexity of  the  computer  but  with  the 
obtuseness  of  the  people  who  design 
some  computerized  products  and 
who  write  the  instruction  bcx)ks.  The 
reason  high-tech,  computerized  cam- 
eras can  be  used  by  people  who  don't 
know  the  difference  between  a  color 
slide  and  a  print  is  that  they  don't  have 
to  wander  through  a  maze  of  complex 
features  and  complex  instructions  to 
find  the  simple  things  they  want  to  do. 
Computer  menus,  like  other  menus, 
have  their  place.  But  sometimes  you 
just  want  to  go  to  your  favorite  restau- 
rant and  tell  the  waiter:  "The  usual." 
Cameras  and  their  instruction  book- 
lets are  typically  designed  so  that  you 
can  easily  do  "the  usual,"  bypassing 
all  the  esoteric  features  that  more 
advanced  photographers  use. 

Not  so  with  many  vcRs,  computer- 
ized watches,  and  the  like.  If  I  just 
want  to  put  a  movie  in  my  vcR  and  play 
it,  I  have  to  go  to  the  filing  cabinet  and 
get  out  the  instruction  booklet.  And  if 
I  haven't  done  this  for  a  few  months, 
chances  are  I  still  won't  be  able  to 
figure  it  out,  without  calling  my  friend 
George — a  commodity  speculator 
who  is  obviously  better  suited  for  this 
kind  of  speculative  activity.  ^U 


Recently,  The  Equitable  further  strengthened 
its  financial  base  through  a  $1  billion  invest- 
ment from  AXA,  one  of  Europe's  largest  insur- 
ers. The  global  alliance  created  by  this  invest- 
ment gives  both  companies  an  unprecedented 
opportunity  to  expand  their  worldwide  presence 
and  an  almost  unlimited  potential  for  growth. 

THE  TIMING  IS  RIGHT. 

The  need  for  stability  in  the  insurance  and 
financial  services  industries  has  never  been 
more  important.  Globalization  and  deregula- 
tion are  increasing  more  quickly  than  ever,  and 
worldwide  investing  on  a  24-hour  basis  has 
become  a  reality 

And  now  llie  Equitable  and  AXA  are 
strongly  positioned  to  take  maximum  advan- 
tage of  these  changes. 

THE  FIT  IS  RIGHT. 

A  major  factor  that  will  contribute  to 
the  success  of  this  new  association  is  the  excel- 
lent fit  between  the  two  companies.  In  insur- 


ance operations,  AXA  relies  heavily  on  an 
agency  system  to  deliver  its  products;  The 
Equitable 's  sales  force  of  over  9,000  agents  is 
recognized  as  one  of  the  most  productive  and 
professional  in  the  U.S.  insurance  business. 

We  both  have  strongholds  in  insurance 
markets  that  don't  overlap:  The  Equitable  in 
individual  life  and  annuities  in  the  U.S.,  and 
AXA  primarily  in  property  and  casualty  in 
Europe.  And  since  the  U.S.  is  the  world's  larg- 
est insurance  market  and  the  European  Com- 
munity is  expected  to  become  the  world's 
largest  unified  market  after  1992,  the  future 
looks  bright  indeed  for  this  new  global  alliance. 

In  investment  operations.  The  Equitable 
and  AXA  should  be  an  especially  powerful 
force.  Together  we  manage  well  over  $180 
billion  in  assets,  which,  if  combined,  would 
create  one  of  the  world  s  largest  institutional 
investors.  And  when  you  add  AXAs  investment 
knowledge  and  distribution  capabilities  in 
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Europe  to  The  Equitable 's  in  the  U.S.,  you 
open  doors  for  countless  joint  investment 
opportunities  all  over  the  world. 

THE  PHILOSOPHY  IS  RIGHT. 

\fet  another  big  plus  to  this  association  is 
the  philosophical  fit  of  the  two  companies. 
Both  consist  of  people  who  are  committed  to 
excellence,  take  pride  in  their  professionalism, 
and  are  dedicated  to  building  great  financial 
institutions  by  providing  quality  service  to 
policyholders  and  investment  clients.  These 
are  people  who  will  make  the  most  of  new 
opportunities. 

At  The  Equitable,  we're  looking  forward 
to  a  world  of  opportunities.  And  a  future  filled 
with  growth  for  us,  AXA  and  of  course, 
our  clients. 

To  learn  more,  please  write  to  Richard  H . 
Jenrette,  Chairman  and  CEO,  or  Joseph  J.  Mekxie. 
President  and  COO,  at  The  Equitable.  787 
Seventh  Avenue,  Dept.  A.  New  'toric.  NY  10019. 
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Meet  Carlos  Slim  Helu,  Mexico's  quiet  wheeler-dealer 
and  the  man  behind  the  hot  Telmex  stock  offering. 

El  conquistador 


By  Claire  Poole 

WHAT'S  BEEN  ONE  of  the  hottest 
stocks  on  the  Big  Board's  most  active 
list  this  year?  Telefonos  de  Mexico, 
Mexico's  newly  privatized  telephone 
monopoly,  up  20%  since  May  15. 

The  force  behind  this  latest  chapter 
in  Mexico's  awakening  economy  is 
Carlos  Slim  Helu,  5 1 ,  a  man  known  to 
few  in  the  U.S.  An  unassuming,  pub- 
licity-shy executive,  he  has  quiedy 
amassed  a  $1.9  billion  personal  for- 
tune. His  family  life  revolves  around 
his  business;  three  of  his  six  children 
work  in  one  of  his  companies.  In 
Mexico's  fast-evolving  capitalist  sys- 
tem, Carlos  Slim  has  become  perhaps 
the  biggest  single  player. 

Slim  emphasizes  lean.  Grupo  Car- 


so,  his  publicly  held  holding  compa- 
ny, has  only  ten  people  on  its  corpo- 
rate staff,  which  operates  out  of  an  un- 
air- conditioned  house  in  the  stylish 
Lomas  de  Chapultepec  section  of 
Mexico  City.  Surrounded  by  paint- 
ings by  Mexican  artists  and  a  collec- 
tion of  antique  Mexican  books  and 
documents.  Slim  spends  his  mornings 
on  the  telephone  and  poring  over 
figures,  but  he  does  not  try  to  micro- 
manage  his  far-flung  holdings.  Puff- 
ing on  his  ever-present  Cuban  cigar, 
he  says,  "I  can't  be  inside  every  com- 
pany. My  work  is  to  think." 

Through  Grupo  Carso  Slim  has 
built  interests  in  mining,  manufactur- 
ing, paper  products,  retailing,  insur- 


ance, stock  brokerage,  food,  tourism 
and  now  telephones.  Last  December 
he  teamed  with  two  foreign  part- 
ners— Southwestern  Bell  and  France 
Telecom — to  outbid  two  other 
groups  to  buy  over  20%  of  Telefonos 
de  Mexico,  known  as  Telmex.  The 
price  tag:  $1 .76  billion,  big  money  by 
U.S.  standards  and  an  astounding 
sum  on  the  Mexican  scale. 

Slim's  empire  began  modesdy 
enough.  The  son  of  a  Lebanese  immi- 
grant who  ran  a  general  store  and 
wholesale  business  in  Mexico  City, 
Slim  studied  civil  engineering  at  the 
National  Autonomous  University  of 
Mexico.  After  he  graduated.  Slim 
started  a  construction  company,  a  real 
estate  firm  and  a  brokerage  house. 
Grupo  Carso  soon  followed. 

Whence  came  his  business  ideas? 
From  the  U.S.  Slim  follows  the  invest- 
ment philosophy  of  Benjamin  Gra- 
ham. He  also  learned  a  lot,  he  says, 
ft-om  a  series  of  articles  J.  Paul  Getty 
wrote  for  Playboy  in  the  1960s  about 
investing.  Last  November,  amidst  all 
of  his  Telmex  dealings.  Slim  flew  to 
Omaha  to  talk  to  Warren  Buffett. 


A  Telmex  repairman  working  on  telephone  lines  beiiojiii  Mt^xico  City 

Busy  circuits,  disconnections  and  12,000-coniplaint  days  are  commonplaco. 
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You  always  come  back  to  the  basics.  jii-B' 


WHATEVER  HAPPENS 
OUTSIDE  IN  AN  AUDI 
YOURE  IN  CONTROL 


:?i8 


^.^^m^  An  AudiQuattro*is 
^^^^  the  finest  example  of 
an  autonnobile  engineered  ex- 
pressly for  control  of  the  road. 
While  other  luxury  cars  in 
its  class  rely  solely  on  rear- 
wheel  drive,  the  Audi  Quattro 
is  unique  in  that  it  distributes 
power  to  all  four  wheels,  all 
of  the  time. 

The  result  can  provide 
twice  the  traction  of  a  rear- 
wheel  drive  BMW  or 
Mercedes-Benz.  And  greater 
traction  means  greater  control. 

". . ,  the  Audi  [200]  Quattro  finds 
itself  in  the  same  price  arena  as 
the  EMW535i,  Mercedes-Benz 
300E,  Lexus  LS  400  and  Infiniti 
Q45.  Apart  from  the  Audi,  only 
the  Benz  offers  all-wheel  drive, 
but  as  a  more  expensive  model'.' 
[$54.150f 

Road  Si  Track  1990 


CONTROL 
OF  THE  ROAD 


Even  in  the  most  ordinary  of 
driving  situations,  a  Quattro's 
road-holding  ability  is  apparent. 
All  you  need  do  is  drive 
it  through  a  curve  to  feel  how 
the  added  traction  contributes 
to  greater  control .  As  witnessed 
by  Car  and  Driven  it  offers  a 
"purity  of  control  that  turns  driv- 
ing into  glissandos  of  motion'.' 

CONTROL 
OF  THE  WEATHER 

Now  drive  that  same  stretch  of 
road  in  the  rain  or  snow  and 
you  can  appreciate  the  Quattro 
System  even  more.  Because  as 
road  conditions  get  worse,  an 
Audi  Quattro  can  perform 
even  better. 


"/  drove  four  hours  through  one 
of  the  most  frightening  thunder- ' 
storms  imaginable.  Canada's 
Highv^ay  401  wos  deserted  from 
Hamilton  to  the  Blue  Water 
Bridge.  Most  of  the  lesser  cars 
had  given  up,  pulling  under  over- 
passes to  sit  out  the  storm.  But 
the  [V8]  Quattro?  Well,  we  barely 
slowed  down.  Without  a  twitch, 
through  rivers  of  road  water  and 
mud.  the  Audi  was  surefooted. 
I  can't  imagine  being  able  to 
make  that  drive,  in  those  condi- 
tions, at  those  speeds,  in  any 
other  car' 

AutoWeek  1990 

And  should  even  one 
wheel  of  a  Quattro  begin  to  lose 
traction,  the  system  has  the  un- 
canny ability  to  react  instantly 
and  redistribute  power  to  the 
wheels  with  traction. 

A  feat  that  rear-wheel 
drive  cars,  even  those  with 


•Based  on  manufacturers  suggested  retail  price  for  the  Mercedes-Benz  300E  4-Matic 
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expensive  traction  control  sys-      ference  between  braking  on  a 
terns,  would  find  impossible.         straightaway  or  a  hill,  and  act 

accordingly,  it  will  maintain 
directional  control  even  in  a 
panic  stop. 


PUT  CONTROL 
IN  YOUR  HANDS 


MORE  CONTROL 
WITH  ABS 


Couple  Audi's  all-wheel 
Quattro  drive  with  our  ad- 
vanced Anti-Lock  Brake 


thourad     (000) 
k  Brake  ^-|__|^^-fcj-^^-|_j-*"    -^ 


We  believe  the  ability  to  control 
the  road  under  any  circum- 
stances, in  any  situation,  is  what 
today's  driver  is  looking  for. 
Which  means  if  you  have  a 
love  of  driving,  along  with 


,._,_,.  _^      a  desire  to  be  in  control  of 

System  (ABS)  and  the  add  I-    -p  a  i^  r    /^PiMTTJOT 

i/VlxJl    V_>WiN  i  rvvyi^    the  driving  experience,  then 

This  type  of  innovation         you  may  find  an  Audi  not  only 
is  commonplace  in  an  Audi  appealing  but  irresistible. 

All  you  need  do  is  visit  an 


tional  control  afforded  the 
driver  borders  on  the  incredible. 

Not  only  will  Audi's 
sophisticated  Anti-Lock 
.  Brake  System  sense  the  dif- 


Quattro.  Or  for  that  matter 
in  any  Audi  we  make. 


Audi  dealer  and  take  control. 


Audi  V8  Quattro 


OWlAuAW  AFfWTku 


Carlos  Slim  Helu 


What  did  BufFett  and  Slim 
talk  about?  Investment  phi- 
losophy. Says  Slim:  "Oth- 
ers look  at  the  short  term, 
and  are  emotional  about 
their  investments.  We  look 
at  things  differently." 

Slim's  idea  of  long  term 
is  very  long  indeed.  In  1976 
Slim  spent  $1  million  to 
buy  60%  of  Galas  de  Mexi- 
co, a  small  printer  of  ciga- 
rette pack  labels.  One  of 
Galas'  biggest  customers 
was  Cigatam,  a  fledgling 
cigarette  company  that  had 
licenses  to  such  foreign 
brands  as  Marlboro  and  ^_^^ 
Benson  &  Hedges.  Slim 
used  the  cash  flow  from  Galas  to  buy 
51%  of  Cigatam  in  1981,  with  Philip 
Morris  owning  about  30%.  At  the 
time,  Cigatam  had  only  27%  of  Mexi- 
co's cigarette  market.  Thanks  to  im- 
proved distribution  and  advertising, 
Cigatam's  share  is  now  42%.  Last  year 
Marlboro  pushed  aside  Raleigh  to 
become  the  top-selling  cigarette  in 
Mexico,  with  a  27%  share. 

In  1982  Mexico  came  to  the  brink 
of  economic  collapse  and  Slim — true 
student  of  Getty,  Graham  and  Buf- 
fett — took  advantage  of  the  resulting 
panic  to  buy  a  lot  of  assets  cheap. 
Among  the  pickings:  insurance  com- 
pany Segumex  in  1984  (S13  million) 
and  mining  company  Frisco  in  1986 
($50  million).  Foreign  investors  were 
as  panicked  as  the  Mexicans,  and  SUm 
was  able  to  buy  Walgreen's  46%  stake 
in  the  Mexican  department  store 
chain  Sanborn  for  $30  million  and 
trade  his  50%  stake  in  Anderson  Clay- 
ton for  Unilever's  50%  stake  in  candy 
company  Nacional  de  Dulces. 

Because  he  tends  to  buy  when  as- 
sets are  cheap,  Slim's  companies 
aren't  loaded  with  debt.  Last  year 
Grupo  Carso  had  net  profits  of  $81 
million  on  $1.5  billion  in  sales,  but  its 
debt  load  is  only  $300  million,  about 
30%  of  capital.  With  a  market  capital- 
ization of  $2.4  billion,  Grupo  C'arso  is 
Mexico's  sixth-largest  publicly  held 
company. 

With  the  Telmex  telephone  deal, 
however.  Slim  has  moved  up  a  notch 
in  the  scale  of  his  operations.  In  1989 
the  Mexican  government  announced 
it  would  sell  a  51%  voting  interest  in 
Telmex  to  private  investors  that  rep- 


Grupo  Carso's  Carlos  Slim  Helu 

"We  want  to  make  Telmex  a  world-class  company." 


resented  over  20%  of  the  equity  in  the 
company. 

Last  fall,  before  the  bidding  even 
began.  Slim  spent  two  months  nego- 
tiating with  Southwestern  Bell  and 
France  Telecom  as  potential  partners 
who  had  the  technology'  Telmex  bad- 
ly needed.  Slim  insisted  that  Carso 
have  operating  control  of  the  consor- 
tium, as  well  as  of  Telmex.  So  eager 
were  the  partners  for  a  piece  of  the 
Mexican  action  that  they  agreed. 

By  bidding  time  last  November, 
only  3  out  of  16  qualifiers  could  come 


A  Mexican  sampler 

Company 

Date 
purchased 

% 
owned 

Holding  company 

Grupo  Carso 

70% 

Operating  companies 

Inbursa* 

1965 

51E 

Galas  de  Mexico 

1976 

88 

Cigatam 
Segumex* 

1981 
1984 

69 
51E 

Porcelanite 

1984 

74 

Sanborn 

1985 

55 

Lypps 

1985 

99 

Agusa 

1985 

88 

Frisco 

1986 

51 

Nacobre 

1987 

63 

Nacional  de  Dulces 

1988 

50 

Hoteles  Calinda 

1990 

lOOE 

Telmex 

1990 

10 

'Spun  off  from  Grupo  Carso  in  June  1990.  E:  Estimate. 

Through  Grupo  Carso,  Carlos  Slim  Helu 
has  amassed  a  far-reaching  $1.9  billion 
fortune.  Here  are  his  interests. 


up  with  financing.  Slim's 
consortium     easily     won, 
outbidding  by  S70  million 
his  nearest  rival,  a  group 
that  included  gte,  Telef6n- 
ica  de  Espaiia  and  Acciones 
y  Valores,  a  Mexican  bro- 
kerage firm  led  by  Roberto 
Hernandez    Ramirez    and 
Alfredo  Harp  Helu,  who  is 
Slim's  first  cousin.  Slim  fi- 
nanced     Grupo      Carso's 
S860  million  stake  in  Tel- 
mex with  proceeds  ft-om  a 
1990  Grupo  Carso  public 
oflfering  (40%),  cash  flow 
from  his  operating  compa- 
nies (20%)  and  debt  (40%). 
In  the  three-way  consor- 
tium France  Telecom  will  concentrate 
on  line  expansion  and  modernization; 
Southwestern  Bell  will  concentrate 
on  improving  operations  and  devel- 
oping cellular  -"jid  paging  divisions. 
They  have  their  work  cut  out.  Telmex 
operates  in  a  countr\'  with  only  6  lines 
per  1 00  inhabitants,  fewer  than  many 
other  Latin  American  countries  and 
compared  with  53  per  100  in  the  U.S. 
An  estimated  1.5  million  orders  are 
on  a  waiting  list — this  for  a  company 
with  only  5.2  million  in  service.  Those 
who  do  get  approved  wait  18  months 
on  average  for  installation. 

As  required  by  government  conces- 
sion, Slim  must  double  the  number  of 
Telmex  telephone  lines  and  public 
booths  by  1994,  expand  into  un- 
ser\ed  rural  areas  and  reduce  the  wait- 
ing time  for  installation.  Slim  must 
also  improve  ser\ice — quite  a  feat  for 
a  telephone  company  in  which  busy 
circuits,  disconnections  and  12,000- 
complaint  days  are  commonplace. 

But  the  potential  is  considerable. 
Last  year  Telmex  had  net  profits  of 
$1.1  billion  on  $3.8  billion  in  sales — 
one -third  the  size  of  Southwestern 
Bell  but  twice  as  profitable. 

What's  next?  Slim  says  he  is  inter- 
ested in  expanding  his  consumer 
products  business,  and  may  pursue 
other  mining  interests.  He  w  ould  also 
like  to  develop  more  joint  ventures 
with  American  and  Canadian  partners 
like  the  tines  he  alread\  has  with  Ou 
Pont,  Philip  Morris  and  Placer  Dome. 
But  right  now  he  has  enough  on  his 
plate  with  relmex.  "W'c  w ant  to  make 
Telmex,"  he  sun's,  *'  a  worid  class 
company."  ^ 
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A  freshly-baked 

loot  of  French 

bread  when  you 

leave.  That's  Hotel 

SofjteL  in  seven  U.S. 

cities  where  your 

business  takes  you 

Comfortable 

Stylish.  Modern 

Superb  cuisine. 

With  a  welcome 

touch  of  France 

And  moderate  in 

size,  for  personal 

attention,  including 

concierge  service. 

Sofrtel.  Just  ask  your 

travel  agent  or  call 

ResinTer  at 

1-aOO-SOFITEL 
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CHICAGO 

A' 
Aajxrt 


Hotel  Sofitel 


HOUSTON 

'\te>cr 

Aaporr 
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LOSANGOES 


MINNEAPOUS 


WASHINGTON.  D.C 
PUUMAN 
HIGHLAND 
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Whatever  the  gossips  may  say  about  his 
sexual  naivete,  Bernard  Arnault  has  shown 
himself  a  master  of  financial  intrigue. 

"The  ghost  of 
Christian  Dior" 


By  Zina  Sawaya  and  Phyllis  Berman 

All  OF  fashionable  Paris  was  titillated. 
"Ah,  Bernard!"  the  crudely  printed 
letter  declared.  "You  should  have 
gone  out  a  litde  in  the  evening  instead 
of  keeping  your  nose  in  your  business 
reports."  There  followed  a  scurrilous 
account  of  how  one  woman  allegedly 
rose  to  the  top  of  a  Paris  fashion  house 
by  having  an  affair  with  one  of 
France's  most  important  business- 
men, 42-year-old  Bernard  Arnault. 
Signed  "The  ghost  of  Christian 
Dior,"  it  was  distributed  this  past 
spring  to  much  of  Paris'  haute  societe 
and  business  elite.  Delicious!  Arnault 
is  president  of  lvmh  Moet  Hennessy 
Louis  Vuitton,  proprietor  of  such 
names  as  Parflims  Christian  Dior, 
Hennessy,  Moet  &  Chandon,  Dom 
Perignon  and  Louis  Vuitton.  And  the 
gossips  said  he  had  naively  let  himself 
be  compromised  by  a  scheming  and 


ambitious  woman. 

The  French  media  coolly  ignored 
the  scandal — what  is  newsworthy 
about  a  French  businessman  having  a 
mistress?  But  London's  Sunday  Times 
ran  with  it,  for  it  seemed  to  show  its 
insular  readers  how  immoral  those 
French  really  were.  What  Arnault's 
British  partner,  Anthony  Tennant, 
thought  of  the  matter  isn't  known. 
But  the  dignified,  low-key  chairman 
of  Guinness,  Pic.  could  hardly  have 
been  pleased. 

lvmh's  Arnault  and  Guinness' 
Tennant  coexist  somewhat  uneasily  in 
an  Anglo-French  corporate  relation- 
ship that  is  in  some  ways  typical  of  the 
new  Europe.  Guinness  owns  24%  of 
lvmh,  the  $3.2  billion  (revenues) 
French  company,  lvmh  in  turn  owns 
24%  of  Guinness,  Britain's  $5.6  bil- 
lion (revenues)  brewer  and  liquor  dis- 


tributor. But  while  the  corporate  em- 
brace is  close,  it  is  not  necessarily 
warm — a  marriage  of  convenience. 

The  relationship  dates  to  1987, 
when  Guinness  and  lvmh  pooled 
some  of  their  global  liquor  distribu- 
tion systems.  The  relationship  devel- 
oped fiarther  the  following  year  when 
lvmh's  major  shareholders  were 
fighting  amongst  one  another  and 
when  Bernard  Arnault  and  Guinness 
were  both  invited  to  buy  into  LVMH  to 
support  opposing  factions.  Arnault 
was  then,  and  remains,  head  of  Finan- 
ciere  Agache,  a  Paris  fashion  power- 
house that  includes  Christian  Dior 
and  Christian  Lacroix.  A  deal  was 
struck  between  Arnault  and  Guin- 
ness' Tennant  that  gave  Arnault  con- 
trol of  LVMH.  Ultimately  Guinness 
would  invest  $1.6  billion  in  a  new 
holding  company  and  another  Ar- 
nault-controlled entit)'  that  would 
give  Guinness  c  24%  stake  in  lvmh.  At 
the  same  time,  lvmh  would  initially 
buy  12%  of  Guinness  through  an  issue 
of  new  shares.  Thus  the  two  would 
cement  their  joint  liquor  distribution 
agreement  and  would  protect  each 
other  from  hostile  takeover. 

Guinness  would  get  45%  of  the 
holding  company  that  controlled 
LVMH.  The  other  55%  would  belong 
to  investors  fiiendly  to  Arnault.  Con- 
fiising?  By  U.S.  standards,  yes.  But 
Europeans  like  these  complex  ar- 
rangements; besides,  an  outright 
merger  between  lvmh  and  Guinness 
was  out  of  the  question.  The  French 


LVMH'S  Bernard  Arnault 
and  mcHJels 

This  Frendi man's  alliance  with 
Guinness  and  its  low-key 
chairman  is  no  happy  Euro- 
maniage.  "The  French  are  the 
French,  and  the  En^ish  are  the 
English,"  shrugs  one  of 
Arnault's  bankers.  "It's  a  prob- 
lem of  personalities  and 
culture."  Those  cultural 
differences  aren't  going  to  be 
wiped  out  next  year  along  with 
the  trade  barriers. 
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A  promise  to  make  your  kids  my  kids,  wnen  you  need  a  weekend  ort. 


A  promise  tnat  nelp  witn  a  down  payment  won't  require  pride  as  collateral. 


A  promise  to  leave  you  witn  advantages  that  I  never  had. 


Nothini^  binds  us  one  to  the  otner  like  a  promise  kept.  Notnin^  divicles  us  like  a  promise  broken.  At  MassMutual 
we  believe  in  keeping  our  promises.  That  way  all  tbe  families  and  businesses  tbat  rely  on  us  can  keep  tbeirs. 


e  I9S0  MassadUMlB  MXMl  Ue  Insurance  Co  SpmgMO  MA  01111 


MassMutual' 

We  help  yoii  keep  your  promises. 


%s  ISN'T  ThE  Latest 

In  lELECOMMUNICAllONS 
lECHNOLOGY 


Helen  Hausmann 
Customer  Service 
Representatrve 
Temple.  TX 


As  a  leader  in  telecommuni- 
cations and  in  the  use  of  its  latest 
technologies,Centel  has  succeed- 
ed by  remembering  that  real 
communication  doesn't  happen 


hardware  to  hardware.  It  hap- 
pens people  to  people. 
Which  means  that  the  quality 


of  vour  communication  depends 
on  the  quality  of  the  people  be- 
hind it.  And  nobod\'  in  telephone 
or  cellular  makes  that  connection 
better  than  Centel. 


CENTEL 

WHERE  PEOPLE  CONNECT 

TELEPHONE-CELLULAR 

61991  Mel  Ccporalm  For  more  .rtocmam.  please  w.«eloCe.ilelCorpo.3twOeot  A.  8725  Higsins Road.  Ct«agalL  60631. 


Bernard  Arnault 


Ht  MUNtT  MfcN 


government  wouldn't  have  allowed 
LVMH  to  come  under  foreign  sway. 

Arnault  later  bought  another  12% 
of  Guinness  on  the  open  market.  That 
leaves  LVMH  in  a  good  strategic  posi- 
tion. Under  British  securities  rules,  it 
is  only  1%  short  of  the  stake  required 
to  overrule  certain  board  decisions. 
Guinness'  block  of  lvmh,  by  contrast, 
sits  in  holding  companies  of  which 
Guinness  is  a  minorit)'  shareholder. 
Although  both  parties  profess  them- 
selves pleased  with  the  deal,  the  feel- 
ing in  the  financial  community'  is  that 
Guinness  and  Tennant  were  taken. 

But  no  one  complained.  Between 
1986  and  1989  lvmh's  operating  in- 
come grew  at  30%  a  year.  That  was  the 
era  of  conspicuous  consumption. 
Louis  Vuitton  bags  and  Christian 
Dior  perfiimes  flew  off  the  shelves. 
Guinness  grew  at  a  slower  rate. 

But  the  bonanza  came  to  a  halt  last 
year  for  lvmh.  The  Gulf  war,  the 


Arnault  and  Tennant 
Who's  in  the  driver's  seat? 


recession,  the  drop  of  the  dollar  and 
the  yen  caused  lvmh's  operating  in- 
come to  stagnate  at  $925  million. 
Over  the  same  period.  Guinness'  op- 
erating income  grew  23%,  to  $1.4 
billion,  making  Guinness  the  most 
profitable  alcoholic  drinks  outfit  in 
the  world.  With  its  popular  brands 
(Johnnie  Walker,  Gordon's,  Guin- 
ness Stout)  Guinness  proved  less  vul- 
nerable to  recession.  "We're  in  the 
driver's  seat  at  the  moment,"  claims  a 
Guinness  spokesman. 

Comments  like  this  must  make 
Bernard  Arnault  smile.  At  42,  the 
onetime  real  estate  executive  has  al- 
ready accumulated  a  personal  fortune 
of  some  $200  million,  and  he  clearly 
got  the  better  of  the  British  in  his 
1987  megadeal.  So  what  if  some 
anonymous  gossips  say  he  was  sexual 
Iv  naive?  ^ 
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Using  methods  that  defy  description,  Julian  Robertson 
has  become  the  nation's  hottest  money  manager. 

"The  best 

instiiicts 

in  the  jungle" 


By  Frederick  E.  Rowe  Jr. 

JuLL\N  H.  Robertson  Jr.  sits  atop  the 
world  of  money  management.  With 
S2  billion  under  management,  a  su- 
perlative 1 1  -)'ear  performance  record 
and  the  leveraged  compensation 
structure  of  a  hedge  ftind  manager,  he 
holds  what  is  clearly  the  hottest  hand 
on  Wall  Street  these  days.  He's  proba- 
bly worth  $200  million  dollars — and 
the  number  is  rising  fast. 

No  boy  genius,  Robertson  started 
his  Manhattan -based  Tiger  Fund,  his 
flagship  partnership,  when  he  was  48 
years  old.  Peter  Lynch,  the  now  re- 
tired master  of  Fidelit\''s  Magellan 
Fund,  hung  up  his  spurs  last  year  at 
46,  unwilling  to  subject  himself  to  the 
continuing  stresses  of  big-time  mon- 
ey management.  At  59,  Robertson 
seems  still  to  be  getting  up  steam. 

Robertson  grew  up  in  North  Caro- 
lina and  attended  the  University'  of 
North  Carolina.  He  spent  two  years  as 
a  junior  officer  in  the  Na\y,  then  made 
his  way  to  Wall  Street  in  the  mid- 
Fifties. 

Despite  Robertson's  having  lived  in 
New  York  for  the  past  34  years,  his 
North  Carolina  drawl  is  still  pro- 
nounced. That  and  his  6-foot-plus, 
200-pound  frame  and  an  expansive 
personality  give  him  a  strong  presence 
unusual  for  money  managers,  who 
tend  to  be  introspective  types,  with- 
drawn aiid  reflectixe. 

In  1957,  at  the  age  of  25,  Robert- 
son \\ent  to  work  for  Kidder,  Pea- 
body,  where  he  remained  for  the  next 
23  years.  He  succeeded  as  w  hat  is  now 
referred  to  as  a  "high  net  worth  bro 
ker."  In  1974,  at  42,  he  became  head 


of  Webster  Management,  then  Kid- 
der's money  management  subsidiary'. 
Well  paid,  but  feeling  "too  constrain- 
ed," he  left  in  1978  and  moved  his 
famih'  to  Auckland,  New  Zealand, 
where  he  planned  to  write  a  bcx)k. 

Of  course,  the  book  wasn't  fin- 
ished; the  solitarx'  act  of  writing  is  not 
his  st\'le.  During  his  13  months  in 
New  Zealand,  Robertson  says,  he  re- 
ahzed  how  much  he  missed  the  in- 
vestment business.  But  he  didn't  want 
to  go  back  to  brokerage.  He  had  seen 
too  much  of  what  he  calls  the  "con- 
fining" aspects  of  conventional  mon- 
ey management.  And  he  had  seen 
industr)'  commissions  decline.  And 
while  that  end  of  the  business  was 
drooping,  he  noticed  with  admiration 
the  then  great  successes  of  hedge  fimd 
operators  like  Robert  Wilson  and 
George  Soros.  Robertson  plotted  his 
return  to  Wall  Street.  The  hedge  hand 
would  be  his  vehicle.  Some  of  his  old 
customers  would  put  up  money. 

He  teamed  with  Thorpe  McKen- 
zie,  a  younger  man  who  had  been 
handling  Robertson's  customers  dur- 
ing his  absence,  and  started  Tiger 
Fund  in  May  1980.  His  timing  kx^ked 
dismal  at  first  but  was  actually  ex- 
tremely good.  The  Dow  was  in  the 
800s  and  seemed  unable  to  get  back 
to  the  1000  le\el  it  had  hit  in  1966. 
But  it  tiH)k  otV  later  in  the  year  and, 
after  another  dip  in  1982,  was  oft' on 
the  bull  market  that  w  as  to  earn-  it  to 
2700  within  five  years. 

Tiger  Fund — so  named  because 
Robertson  calls  pei>ple  "Tiger"  w  hen 
he's  fond  t>f  them — began  with  capi- 
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*  Working  hard  and  trying  to  be  your  best.  That's  what 
tennis  and  life  have  in  common  for  me/'  chnsEven 


In  1971,  a  ponytailed, 
steely -eyed  teenager,  with  a  rare 
two-handed  backhand,  fired  the 
imagination  of  the  tennis  world  by 
reaching  the  semifinals  in  her  first 
U.S.  Open.  Eighteen  Grand  Slam 
titles  later,  there  is  no  question  that 
Christine  Marie  Evert,  known 
throughout  the  world  as  simply 
"Chrissie,"  has  carved  out  one  of 
the  great  careers  in  sport. 

"For  me,"  she  said,  "tennis 
was  a  chance  for  a  shy  little  girl  to 
make  her  mark!'  And  what  a  vivid 
mark  it  s  been.  Always  a  gracious 
competitor,  Chrissie  has 
been  the  guiding  spirit  of 


women's  tennis,  and,  by  example, 
an  inspiration  to  all  women  athletes. 
"Sports  are  one  of  the  world's  great 
forms  of  communication,"  she  said. 

Chris  Evert  has  unfailingly 
demonstrated  exceptional  endur- 
ance and  grace  under  pressure. 
Not  surprisingly,  the  same 
qualities  are  reflected  in  her 
longstanding  choice        A\Jf 
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THf  MONEY  MEN 


tal  of  $8.8  million.  Some  of  the  mon- 
ey came  from  partners  Robertson  and 
McKenzie,  who  contributed  all  their 
available  capital,  about  $1.5  million 
between  them. 

Today,  a  mere  1 1  years  later.  Tiger 
and  the  related  Jaguar  and   Puma 
funds,  are  running  about  $2  billion 
total.  In  the  first  seven  months  of  this 
year  alone,  the  funds  were  up  40%. 
With  an  annual  1%  management  fee 
and  a  20%  share  in  the  profits,  Robert- 
son's   management   firm    will    earn 
about  $100  million  this  year;  then 
there  are  his  gains  on  his  own  hold- 
ings in  the  fiands.  (Thorpe  McKenzie 
left  Tiger  in  1982,  far  richer  than 
when  he  started.) 

What  makes  Julian  Robertson  such 
a  hot  stock  picker? 

His  investment  methods  are  a  func- 
tion of  his  personality.  He  is  intuitive, 
he  is  impatient,  he  is  flexible,  he  is 
decisive  and  competitive  with  a  capital 
C.  Above  all,  he  is  optimistic — a  quali- 
ty that  has  served  him  well,  since 
world  stock  markets  have  been  in  a 
general  uptrend  since  he  started  in  the 
hedge  fiind  business.  He  does,  of 
course,  sell  some  stocks,  mostly  bad 
ones,  short;  that's  how  an  otherwise 
generally  optimistic  hedge  manager 
protects  himself  against  unexpected 
squalls.  But  his  bias  is  always  to  the 
long  side  of  good  stocks.  That  is  a 
reflection  of  his  optimism. 

What  does  he  look  for  in  a  stock?  A 
situation  where  company  fundamen- 
tals are  going  to  improve  for  a  sus- 
tamed   period    of  time.    Wal-Mart, 
which  he  first  bought  in  1988,  is  an 
example  of  this  kind  of  stock.  Typical- 
ly, Robertson  will  hear  a  story,  look  at 
the  analysis,  make  up  his  mind  and 
then  buy  aggressively  if  he  likes  the 
story— as  was  the  case  with  Wal-Mart. 
Mostly,  there  is  no  easing  into  or  out 
of  a  position.  One  southern  friend 
described  Robertson  as  going  for  an 
idea  "the  way  a  large-mouth   bass 
strikes  a  lure."  He  bit  on  the  Wal- 
Mart  story  when  he  concluded  that 
the  company  had  superior  manage- 
ment. Not  only  did  Robertson  hold 
Wal-Mart  for  years,  he  shorted  Wal- 
Mart's  direct  competitors. 

Hut  when  the  stoiy  changes  or  the 
valuation  becomes  excessive,  Robert- 
son gets  out  as  quickly  as  he  gets  in. 
He  finally  bailed  out  ofWal-Mart  this 
year;  he  still  liked  the  business  but  he 
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didn't  like  the  price  relative  to  the 
prospects. 

Tiger  carries  about  150  long  posi- 
tions. These  are  all  active  positions. 
There  is  no  "deadwood."  For  Rob- 
ertson, stocks  are  either  buys  or  sells. 
Robertson  remembers  why  he 
bought  each  stock,  and,  when  die 
story  changes,  he  sells:  He  does  not 
delude  himself  or  in  any  way  rational- 
ize his  position. 

He  is  an  intense  conversationalist 
and  is  constandy  seeking  out  invest- 
ment ideas  from  people  he  thinks 
"know  what  they  are  talking  about." 
But  Robertson  always  makes  up  his 
own  mind  in  his  seemingly  intuitive 
fashion.    Barton    Biggs   of  Morgan 
Stanley  and  James  Grant  of  Grant's 
Interest  Rate  Observer  are  two  people 
whose  views  he  respects.  Both  Biggs 
and  Grant  were  bearish  last  fall.  Rob- 
ertson listened  to  them  but  finally 
drawled,  "There's  just  too  much  pes- 


simism around."  He  went  long  and 
stocks  went  up,  and  Robertson  and 
his  clients  got  richer. 

Barton  Biggs  says  Robertson  has 
"great  taste,"  meaning  he  has  an  al- 
most uncanny  abilit)-  to  choose  from 
masses  of  information  just  those  snip- 
pets that  make  investment  sense.  This 
writer  had  an  experience  with  Robert- 
son  that  illustrates   the  point.    He 
asked  me,  referring  to  stocks:  "Wad- 
dya  like?"  I  went  into  mv  spiel  about 
healdi  care  stocks  being  outrageouslv 
overpriced.  Robertson  let  that  pass 
and  changed  die  subject.  It  was  clearly 
an  idea  he  had  alreadv  heard  and 
rejected. 

Robertson's  reputation  for  "good 
taste"  is  such  that  people  are  eager  to 
run  a  ston-  by  him.  A  favorable  hear- 
ing by  Robertson  probablv  means 
that  the  story  makes  sense.  I  \sish  I 
had  taken  the  cue  when  he  turned  ofl^ 
on  my  health  care  stock  diesis.  M\' 


Julian  H.  Robertson  Jr,  of  Tiger  Fund 

He's  intuitive,  impatient,  Hexible,  decisive  and 


competitive  with  a  capital  C. 
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ONE  OF  THE  BIGGEST  THINGS  WE  EVER  ACCOMPLISHED 

WAS  BECOMING  THIS  SMALL. 


The  Energy  To  Change 
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The  1997  side-impact 

standard  could 
save  hundreds  of  lives 

every  year 
Which  is  why  these 
cars  meet  it  in  1991. 


Side-impact  crashes  are  esti- 
mated to  cause  24,000  serious 
injuries  and  almost  30  percent 
of  all  American  automotive 
fatalities  every  year. 

According  to  the  U.S. 
Department  of  Transporta- 
tion, more  stringent  side- 
impact  measures  applied  to 
all  new  cars  could  reduce 
that  toll  — by  hundreds  of 
lives  annually. 


Which  is  why  the  federal 
government's  new  dynamic 
side-impact  standard  will 
require  all  new  cars  to  meet 
just  such  a  standard  by  1997 
at  the  latest. 

Based  on  preliminary 
Mercedes-Benz  tests,  the  cars 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


you  see  at  left  substantially 
meet  it  today. 

Mercedes-Benz  has  been 
working  hard  for  over  forty 
years  to  anticipate  and  ad- 
dress the  safety  needs  of  mod- 
ern driving  life.  And  will 
continue  doing  so — into  1997 
and  beyond. 

For  more  information  on 
Mercedes-Benz  safety,  call 
1-800-243-9292  anytime. 


THE  Money  MEN 


What  the  hot  hands  hold 

Company/business 


Advo-System/direct  mail 

Cleveland  Cliffs/iron  mining 

Collective  Bancorp/savings  &  loan 

Delphi  Financial  Group  CI  A/insurance  holding  co 

First  Financial  Fund/mutual  fund 
First  Financial  Holdings/savings  &  loan 
Novellus  Systems/semiconductor  equipment 
Omni  Capital  Group/savings  &  loan 

Proler  International/metal  processor 

Sealed  Air/packing  material 

Sequa  CI  A/diversified  industrial 

Smith's  Food  &  Drug  Centers  CI  B/food  &  drug  chain 

Universal  Health  Services  CI  B/acute  care  hospitals 


Recent 

Market 

Sales^ 

Net 

Earnings 

% 

price 

cap 

($mil) 

income^ 

per 

owned 

{$mil) 

$261 

($mil) 

share^ 

20 

$678.3 

$18.5 

$1.04 

14-.9% 

3272 

381 

423.0 

83.7 

7.14 

10.2 

lyve 

149 

239.7 

17.9 

2.04 

6.7 

8% 

84 

318.9 

14.1 

1.19 

35.7 

73/4 

732 

2.82 

1.52 

NA 

28.9 

lave 

44 

93.5 

6.2 

1.94 

9.8 

21% 

301 

74.1 

17.0 

1.10 

7.8 

1674 

41 

57.8 

5.6 

2.22 

9.9 

11% 

53 

117.73 

-14.63 

-3.093 

14.2 

3872 

348 

421.2 

13.4 

1.50 

8.8 

53% 

545 

2,000.0^ 

35.9" 

3.73" 

10.0 

38% 

982 

2,122.0 

38.9 

1.54 

6.7 

15% 

215 

654.7 

18.0 

1.28 

6.5 

Percentage  ownership  is  of  one  class  of  shares;  market  capitalization  is  for  all  classes. '  Latest  12  months,  ended  June  30. 
Apr.  30.    "  Estimated.    NA:  Not  available.  Sources:  Tiger  Management  Corp.;  Media  General. 


2  Latest  1 2  months,  ended  Mar.  3 1 .    '  Latest  1 2  months,  ended 


Robertson's  Tiger  Fund  has  more  than  5%  holdings 
in  these  13  stocl(s  according  to  the  company's 
latest  13D  and  13G  filings. 


shorts  in  health  care  stocks  have  pun- 
ished me  terribly. 

According  to  fellow  hedge  fund 
manager  and  friend  Gilchrist  Berg  of 
Jacksonville,  Fla.,  Robertson  typically 
gets  the  smartest  bull  and  the  smartest 
bear  on  an  individual  security  on  the 
phone,  lets  them  argue,  and  then  goes 
long  or  short  depending  on  who  he 
thinks  wins  the  argument. 

An  example  cited  by  Berg:  Last  year 
Robertson  held  a  position  in  lumber 
company  WTD  Industries,  large 
enough  to  have  to  report  it  on  a  13D. 
But  after  hearing  a  bearish  report  and 
checking  with  the  analyst  who  recom- 
mended the  company,  Robertson 
blew  his  entire  wtd  position  out  over 
the  next  several  days.  His  simple  ex- 
planation to  the  news  wires:  "I  was 
wrong."  WTD  Industries  subsequent- 
ly filed  for  bankruptcy. 

During  Tiger  Fund's  early  years, 
Robertson  took  what  he  calls  a 
"cheapskate"  approach  to  buying 
stocks.  He  bought  them  simply  be- 
cause they  were  cheap  in  relation  to 
what  he  saw  as  their  potential  value. 
For  the  last  few  years  Robertson  has 
tended  to  be  more  of  a  growth  buyer. 
He's  willing  to  pay  more  for  compa- 
nies whose  management  and  pros- 


pects impress  him.  Like  Warren  Buf- 
fett,  he  has  concluded  that  it  is  wiser 
to  buy  a  great  company  at  a  good  price 
than  to  buy  a  good  company  at  a  great 
price.  Among  his  holdings  today  are 
Centocor,  Home  Depot  and  Johnson 
&  Johnson,  none  of  them  statistically 
cheap  stocks. 

A  hedge  fund  must,  by  definition, 
be  short  as  well  as  long.  Robertson 
sees  great  opportunity  in  Japan  on 
both  the  long  and  the  short  sides.  The 
odd  thing  about  Japan,  says  Robert- 
son, is  that  the  very  best  companies 
sell  at  lower  multiples  of  earnings  than 
the  very  worst  companies.  He  is  there- 
fore short  on  companies  like  Bank  of 
Japan  and  Nintendo.  On  the  other 
hand,  he  is  long  on  electronic  retailer 
Joshin  Denki  and  the  grocer^'  chain 
I  to  Yokado. 

Robertson  says  he  is  excited  about 
growth  prospects  in  Mexico  and  is 
long  on  Tclefonos  de  Mexico.  Be- 
cause of  the  extremely  conser\'ati\c 
way  Germans  account  for  earnings,  he 
likes  several  German  stocks.  One  of 
his  favorites  is  Deutsche  Bank,  which 
owns  28%  of  Daimler-Benz  at  a  min 
ute  cost. 

Is  Robertson  an  investor  who  can 
be  emulated.^  No.   His  approach  is 


intuitive,  impossible  to  categorize. 
The  widely  assorted  ideas  in  his  port- 
folio reflect  virtually  all  known  invest- 
ment disciplines:  growth,  value,  turn- 
arounds and,  on  the  short  side,  exces- 
sive leverage.  Robertson  is  open  to  all 
ideas — but  he  runs  them  through  the 
computer  that  is  his  mind  before  he 
accepts  or  rejects  them. 

Gilchrist  Berg  puts  it  this  way:  "Ju- 
lian's got  the  best  animal  instincts  in 
the  jungle."  What  do  his  instincts  tell 
him  now?  Until  fairly  recently,  Rob- 
ertson had  turned  more  cautious  on 
the  market.  He  said  he  didn't  under- 
stand where  all  the  money  was  going 
to  come  from  to  satist\-  the  world's 
capital  needs.  Further,  with  the  great 
outpouring  of  public  offerings,  the 
supply/demand  balance  for  stocks 
had  turned  negative. 

Recently,  sniffing  the  air  again,  he 
turned  more  optimistic.  Why.'  His 
intellect  and  many  of  his  still  bearish 
friends  told  him  that  the  investment 
situation  w  as  dangerous.  But  the  mar- 
kets, strong  in  the  face  of  disturbing 
new  s,  seemed  to  be  telling  a  different 
stor\ .  Robertson  concluded  that  the 
markets  were  right.  As  of  late  summer 
he  remains  predominantly  on  the 
lonij;  side.  Hi 
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What  really  constrhites 

financial  strength  in  today's 

insurance  marketplace? 

An  impeccable  balance  sheet 

And  profits. 


If  you're  concerned  about  the  financial  strength  of  your 
insurance  organization,  here  are  some  questions  you  should  asL 

Whats  the  clearest  indicator  of  financial  health? 

A  balance  sheet  of  impeccable  quality,  conservatively 
managed.  Look  at  AIG's  fmancial  statements.  You'll  find 
$10  billion  in  capital  ftinds;  $15  billion  of  general  insurance 
loss  reserves;  and  $1.4  billion  in  after-tax  profits  in  1990. 

How  important  are  the  designations  awarded 
by  the  rating  agencies? 

Very  important  They  provide  an  impartial,  thoroughly 
researched  measure  of  a  company's  financial  strength.  AIG 
holds  the  highest  ratings  awarded  by  the  principal  agencies. 
They  are  a  prized  asset,  enabling  us  to  capitalize  on  business 

opportunities  not  open  to  those 
without  these  credentials. 

Are  there  substantial  differences 

in  the  way  insurance 

organizations  are  managed? 

Yes.  Take  investment  and  under- 
writing philosophies.  In  investing, 
AIG  has  an  insignificant  exposure 
to  high-yield  securities  and  com- 
mercial real  estate,  which  have 
lately  caused  so  many  problems  for 
other  companies.  The  overall 
quality  of  our  assets  is  excellent, 

with  new  cash  flow  invested  primarily  in  investment-grade 

fixed-income  securities. 


AIG  Rating: 

Standard     k  k  k 
&  Poors    AAA 

Moodys    Ass 


A.M.Best  Co. 


A+" 
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AIG  Domtstic  Bond  Portfolio  Ratings* 


BAA 

6.9* 


L.OHer 
2J^ 


A 

17.1% 


AA.\ 

39.1% 


AA 

34.6% 
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We  also  believe  underwriting 
profits  are  fundamental  to  the 
long  term  stability  and  health 
of  a  company  Hence,  we  are 
committed  to  meeting  the 
needs  of  the  public  for  insur- 
ance products  while  maintain- 
ing strict  underwriting  discipline. 
For  years  these  beliefs  have  produced  outstanding 

results.  Including  a 

return  on  equity  that 

has  consistently 

exceeded  the  industry 

average  by  a  wide 

margin. 


What  other  qualities 
should  I  look  for? 


(•7r) 


Return  on  Equity 


'80  '81  '82  '83  '84  '85  '86  '87  '88  '89  '90 
Industn  and  S&P  SM  toum:  Coaniac  Mid  t'o. 


A  strong  commitment  to  its  basic  business,  a  diversi- 
fied business  portfolio  and  global  presence.  AIG  is  the 
nation's  lai:gest  underwriter  of  commercial  and 
industrial  coverages.  We  also  have  an  international 
network  second  to  none. 

So  if  you're  looking  for  financial  strength,  stability 
and  commitment  for  the  long  term,  consider  the  insur- 
ance oiiganization  that  has  demonstrated  exactly  those 
characteristics  for  decades.  If  you  would  like  a  copy  of 
our  annual  report,  write  to  American  International 
Group,  Inc.,  Dept  A,  70  Pine  St.,  NY,  NY  10270. 


AIG 


World  leaders  in  insurance  and  financial  services. 


NEW  YORK 


There's  nothing  like  the  personal  touch. 
Even  when  your  client  is  3,600  miles  away. 


Running  an  international  company  is  not  the  easiest  thins^  in  tiie  worlel 
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you  the  quality  and  speed  of  a  private  line  on  a  pav-as-vou-i^o  basis' 

us  cMe(iA7-&TSmtched  Digital  McTHational  And  \yiih  it.vou  can  take  adxuitKV  of 
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Best  of  all  you'll  find  that  although  you  can't  literally  shake  hands  on  a  new  deal 
sometimes  a  sm'ile  can  be  just  as  meaningful.  -^.^.^oH^noiiv 

For  more  information  about  how  AT&T  can  help  your  busmess  grow  mternationally, 
call  your  account  executive  or  1 800  222-0900,  Ext.  26l6. 

A  World  of  Help"  from  AT&T. 
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Once  a  better-known  name  than  Honda  or  Sony,  Miki- 
moto,  in  not  adapting  to  modern  tastes,  shows  that  even 
Japanese  firms  can  become  stuffy  and  complacent. 

Faded  luster 


By  Hiroko  Katayama 

KoKiCHi  MiKiMOTO,  "The  Pearl 
King,"  was  canonized  in  textbooks 
once  read  by  even^  Japanese  primar\' 
school  student.  This  son  of  a  noodle 
shop  owner  near  Nagoya  developed 
and  refined  the  technology^  for  culti- 
vating pearls  in  Akoya  oysters  in  the 
1890s,  becoming  one  of  the  first  Japa- 
nese businessmen  to  conquer  a  world 
market.  His  pearls  sold  in  his  shops  in 
the  toniest  areas  of  the  great  cities — 
Tokyo,  Shanghai,  London,  Paris, 
New  York. 

But  Japanese  companies  are  not 
invulnerable.  The  Pearl  King  died  in 
1954  and  thus  was  spared  from 
watching   his   creation   wither.   The 


booming  jewelry  sales  in  Japan  have 
passed  Mikimoto  by.  Western  compa- 
nies like  Tiffany  &  Co.  and  Van  Cleef 
&  Arpels  usurped  Mikimoto's  pres- 
tige as  Japan's  jewelr}'  market  grew  to 
$20  billion  (retail)  during  the  1980s. 
Mikimoto  even  managed  to  lose  its 
preeminence  in  pearls,  ceding  its  lead 
to  a  formerly  obscure  rival  from  Kobe, 
Tasaki  Pearl  Co.  Mikimoto,  which  is 
privately  held  and  60%  controlled  by 
Mikimoto  heirs,  had  sales  of  $210 
million  and  earnings  of  $7  million  in 
1990.  By  way  of  contrast.  Tiffany  & 
Co.  netted  $37  million  on  sales  of 
$456  million  last  year. 
What  went  wrong?  In  a  word:  com- 


The  Mikimoto 
shop  on 
New  York's 
5th  Avenue 
No  intention 
of  following 
trends. 


placency.  As  the  jewelrs'  sales  manager 
of  one  major  Tokyo  department  store 
sarcastically  puts  it:  "Mikimoto  is  a 
company  of  princes  and  princesses 
from  good  families  who  don't  get 
their  hands  dirty." 

The  big  growth  in  Japanese  jeweln,' 
sales  has  come  mainly  from  the  youth 
market,  especially  from  young  wom- 
en with  high  disposable  incomes  and 
from  young  men  buying  gifts  for  girl- 
friends. Ignoring  this  emerging  mar- 
ket, Mikimoto  continued  to  cater  to 
conservative,  well-heeled,  middle- 
aged  matrons.  This  at  a  time  when 
rivals  like  Tiffany  were  deliberately 
adapting  to  more  modern  tastes. 

Of  course,  some  of  the  problems 
Mikimoto  faced  were  beyond  its  con- 
trol. Japan's  pearl  industrx'  has  suf- 
fered from  severe  water  pollution, 
which  has  reduced  pearl  \ields  and 
qualit}',  and  from  recent  competition 
from  large  blac.^  pearls  from  the  South 
Pacific.  But  Mikimoto  might  have 
avoided  this  problem  had  it  capital- 
ized on  its  image  by  mo\ing  earlier 
and  more  aggressively  into  gold,  plat- 
inum and  diamonds.  Nonpearl  jewel- 
r\'  products  now  account  for  90%  of 
Japan's  jewelr\'  market. 

A  series  of  uninspiring  Mikimoto 
heirs  ran  the  company  until  the  early 
1980s  when  Mitsubishi  Bank,  Miki- 
moto's main  banker,  stepped  in.  The 
current  president,  Shoji  Sugita,  a  for- 
mer Mitsubishi  banker,  took  over  in 
1984  and  has  breathed  some  life  into 
the  company.  Sugita  belatedly  pushed 
Mikimoto  into  nonpearl  jeweln.-  and 
opened  some  new  shops  in  trendy 
areas  targeted  at  young  Japanese.  .Mso 
helping  him  has  been  the  modest 
comeback  pearls  have  made  in  Japan 
in  the  last  year  or  two:  Princess  Kiko, 
the  new  bride  of  Prince  Akishino,  the 
second  son  of  the  emperor,  likes 
pearls,  and  millions  of  young  Japanese 
women  tr\-  to  emulate  her  look. 

Ryo  Yamaguchi,  managing  direc- 
tor of  Mikimoto  and  a  30  \  car  com- 
pany veteran,  concedes  the  company 
made  mistakes  but  insists  it  has  no 
intention  of  becoming  trendy.  "The 
image  oi'  our  old  ( Gin/a ^  store  has 
declined,  but  unlike  Tiffany  or  \'an 
C^lecf  &  Aqx'ls,  we  don't  intend  to  sell 
products  just  to  flatter  young  new 
customers.  We  sell  the  products  wc 
want  to  sell." 

Sic  transit  gloria.  ...  IB 
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JLear  after  year,  quarter  after  quarter,  Freddie 
Mac  continues  to  demonstrate  the  value  of  the  way 
we  do  business.  By  purchasing  only  the  highest 
quality  mortgages  and  in  turn  securitizing  over 
95%  of  them,  we  keep  interest- rate  and  credit  risk 
under  control.  This  ensures  a  stable 
flow  of  funds  both  to  our  business 
and  to  the  residential  market. 

This  approach  seems  particularly 
wise  at  a  time  when  turmoil  contin- 
ues to  distress  the  financial  system. 
Freddie  Mac's  prudent  financial 
management  has  produced  our  84th 
consecutive  profitable  quarter.  An 
unbroken  record  that  few  other 
financial  companies  can  match. 
For  the  second  quarter  of  1991 , 
our  net  income  was  a  record  $133  million.  Our 
net  interest  margin  reached  $358  million.  And 
our  after-tax,  mark-to-market  value  is  $5.2  billion 
as  of  June  30 -a  16  percent  increase  from  that 
date  last  year. 

It  is  this  financial  strength  that  allows  Freddie 
Mac  to  fulfill  the  mission  set  forth  84  quarters 
ago:  to  maintain  a  continuous  flow  of  funds  into 
the  housing  market,  so  more  Americans  can 
achieve  the  dream  of  homeownership. 
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For  nearly  50  years  housing  has  pulled  the  nation 
out  of  recession.  Unlikely  in  1991. 

The  little  engine 
that  can't 


By  William  Tucker 

People  who  worry  about  a  weak 
recovery  from  the  recession  are  espe- 
cially concerned  about  housing.  In 
every  recession  since  WWII,  housing 
starts  have  led  the  recovery.  It's  not  in 
the  cards  this  time. 

Over  the  last  two  decades  home 
builders  put  up  an  average  of  1.6 
million  new  units  per  year.  This  year 
units  are  forecast  at  1.05  million.  The 
biggest  drop  is  in  apartments  and 
other  forms  of  multifamily  dwellings. 

Among  the  culprits  in  the  housing 
slump  are  changing  demographics, 
the  Tax  Reform  Act  of  1986  and  the 
S&L  crisis,  plus  a  growing  maze  of 
local  regulations  that  adds  thousands 
of  dollars  to  the  cost  of  building  the 
typical  house. 

First,  demographics.  "New  house- 
hold formation  will  be  down  in  the 
1990s,"  says  David  Seiders,  chief 
economist  of  the  National  Associa- 
tion of  Home  Builders.  "Most  of  the 
baby  boomers  have  made  their  first 
home  purchases." 

With  household  formation  slow- 
ing, the  country'  is  struggling  to  ab- 
sorb the  1980s  overbuilding.  "The 
1980s  made  us  a  postshelter  society," 
says  James  Hughes,  professor  of  ur- 
ban policy  at  Rutgers  University' . 
"People  bought  houses  not  for  a  roof 
over  their  heads,  but  as  a  financial 
tool,  a  tax  shelter,  a  speculative  invest- 
ment. Now  they're  back  to  buying 
just  for  a  place  to  live."  No  wonder: 
Statistics  compiled  by  Salomon 
Brothers  show  that  housing  over  the 
past  five  years  ranked  ninth  among  1 3 
common  investments.  No  longer  do 
people  say  housing  prices  go  in  only 
one  direction — up.  In  some  areas  it's 
cheaper  to  rent  than  to  own. 

There    may    be    disappointments 


ahead,  therefore,  for  those  who  have 
recently  bid  up  prices  of  home-build- 
ing stocks.  As  a  group,  the  prices  of 
Centex,  Hovnanian  Enterprises, 
Kaufman  &  Broad,  Lennar  Corp., 
PHM  Corp.,  Ryland  Group,  Toll 
Brothers,  UDC-Universal  Develop- 
ment L:P.  and  U.S.  Home  more  than 
doubled  between  last  November  and 
early  June  in  anticipation  of  a  recov- 
ery. But  they  have  since  tumbled  11%, 
as  hopes  for  a  reasonably  strong  re- 
covery have  faded.  U.S.  Home  went 
into  Chapter  1 1  on  Apr.  15. 

"There's  going  to  be  consohdation 
[among  home  builders],"  predicts 
James  McEneaney,  president  of  Ry- 
land Building  Co.,  a  subsidiar\'  of 
Columbia,  Md.'s  $1.3  billion  (1990 


revenues)  Ryland  Group.  "Builders 
will  sell  or  downsize."  Gregory  Nej- 
meh,  senior  vice  president  and  home- 
building  analyst  at  Shearson  Lehman 
Brothers,  thinks  the  strong  home 
builders  will  sur\ive  and,  eventually, 
prosper.  But  he  worries  about  the 
weaker  ones.  "We're  recommending 
Centex,  PHM,  Ryland  and  Lennar,  in 
that  order,"  says  Nejmch.  "Beyond 
these  four,  I'd  avoid  the  group." 

Is  there  hope  for  a  stronger- than - 
expected  housing  recovery?  The  de- 
mographics won't  change  in  the  near 
fiiture.  But  it  might  help  if  there  were 
some  relaxation  in  the  building,  zon- 
ing and  environmental  regulations 
that  drive  up  prices  and  force  builders 
out  of  the  low  end  of  the  market.  An 
abolition  of  rent  control  would  also 
help  by  encouraging  building  of 
apartments.  In  one  interesting  corre- 
lation, figures  from  the  1990  census 
show  that,  among  the  nation's  200 
largest  cities,  those  with  rent  control 
or  some  form  of  rent  regulation  have 
almost  t\vice  as  many  homeless  per 
capita  as  cities  with  unregulated  rents. 

Times  change.  Says  the  Urban 
Land  Institute's  David  Stahl:  "We 
always  used  to  say  housing  was  the 
engine  that  drove  the  recovery.  It's 
not  going  to  happen  this  time."  For  a 
lift:,  the  economy  will  have  to  look 
elsewhere  this  vear  and  next.  Hi 
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The  baby  boomers  have  already  made  their  first  home  purchases. 
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uncommon  about 
the  Common 
Market? 


The  momentum  is  beginning  to 
^^^^^^^^  pick  up.  Thie  Single 
Eliminating  European  Market  is 

national  bound-      no     longer    just    a 
aries  in  your  vision.   It   will    soon 

business  will  not     become  a  reality. 
necessarily  lead  The    closer    the 

to  boundless  date    ot   January    1, 

growth.  1993       approaches, 

^^^"^"""^  the  tewer  the  re- 
maining obstacles  to  European 
economic    integration.    Some    ot 


these  impediments  are  small  and 
some  are  large. 

But  of  one  thing  you  can  be 
certain:  they  are  definitely  being 
overcome. 

The  political  will  is  there,  and 
much  of  what  still  divides  the 
twelve  member  states  is  on  its  way 
out. 

But  even  with  all  the  necessary 
European  unification  measures, 
just  how  uncommon  will  the  Com- 


mon Market  actually  be  in  just  a 
couple  of  years? 

The  experts  all  agree:  the 
Europe  of  the  future  will  continue  to 
be  characterized  by  contrast  and 
complexity. 

Not  only  because  of  its  great 
linguistic  and  cultural  diversity. 

But  because  Europe  is  about  to 
be  transformed  into  a  continent  of 
regions  rather  than  of  separate 
nations. 


m 


forretning 


Regions  which  are  above  all 
engaged  in  strong  economic 
competition. 

^  Regions  which  have  numerous 
ways  of  presenting  themselves  in 
the  best  possible  light  -  a  situation 
which  complicates  decision-mak- 
ing for  potential  investors. 

Fortunately,  there  is  something 
uncommon  which  is  common  to 
the  entire  Common  Market. 

Dresdner  Bank. 


Already  today,  throughout 
Europe,  you'll  find  us  where  it 
counts. 

Our  experienced  local  spe- 
cialists can  provide  you  with  crucial 
support,  all  the  way  from  over- 
coming the  language  barrier  to 
helping  you  pin  down  the  ideal  site 
for  your  new  business  operations. 

And  thanks  to  our  specialized 
international  bank  in  Luxembourg, 
Europa  Bank,  we  can  put  together 


complex  packages  including  vari- 
ous regional  European  subsidies 
and  EC  support  programs,  thereby 
satisfying  the  most  demanding  of 
financing  requirements. 

For  you  see,  while  others  were 
just  beginning  to  think  European, 
Dresdner  Bank  was  already  taking 
action. 

Dresdner  Bank. 

An  uncommon  bank.  For  an 
Uncommon  fvlarket. 


Dresdner  Bank 


fy 


The  breakup  of  the  Soviet  Union  presents  great 
opportunities  for  U.S.  investors  and  business  people. 
But  to  grasp  them  they  will  have  to  recognize  that 
there  no  longer  is  a  Soviet  Union. 

Siberia: 

a  warm  place 

for  investors 


By  Vladimir  Kvint 

Shortly  before  the  failed  coup  took 
place,  this  joke  came  out  of  the 
Soviet  Union: 

Mikhail  Gorbachev  sits  in  his  office, 
musing  on  a  huge  portrait  of  himself. 
"Soon,  my  friend,  the  people  will  take 
us  down,"  murmurs  Gorbachev. 

"You  are  a  fool,"  the  portrait  re- 
sponds. "The  people  will  unhang  me. 
They  will  hang  you." 

The  joke  was  close  to  the  mark. 
Leaders  of  the  coup  had  counted  on 
the  Soviet  people  being  ready  to 
dump  Gorbachev.  In  that  they  were 
probably  right.  But  the  coup  leaders, 
along  with  most  foreign  govern- 
ments, ignored  the  fact  that  Gorba- 
chev had  become  irrelevant.  It  was 
Boris  Yeltsin  and  his  Russian  govern- 
ment, not  Gorbachev  and  the  Soviet 
government,  that  the  people  and 
large  parts  of  the  military  defended 
against  the  coup. 

Which  is  another  way  of  saying  that 
the  Soviet  Union  is  dead.  In  its  place 
15  sovereign  nations  are  emerging, 
Russia  the  largest  by  far.  Some  of 
these  new  nations — or  old  ones  re- 
born— will  gravitate  economically  to- 
ward Russia;  others  will  move  closer 
to  Eastern  Europe  or  the  Balkans. 

Each  of  these  new  nations  will  seek 
a  scat  in  the  United  Nations,  will 
establish  its  own  diplomatic  relations 
and  create  its  own  military  forces. 
Most  of  them  will  be  as  independent 
of  the  old  center  as  Poland  or  Hunga- 
ry has  become.  What  remains  in  the 


Kremlin  will  be  something  like  the 
British  Commonwealth  of  Nations:  a 
ceremonial,  consultative  body  based 
upon  common  interests  whose  com- 
monality will  fade  over  time. 

A  late  August  headline  in  the  Wall 
Street  Journal  szid  that  people  "wor- 
ry" that  the  Soviet  Union  may  break 
up.  Why  this  should  worry  anyone  in 
Washington  or  anywhere  else  is  be- 
yond me.  I  suppose  some  people  sim- 
ply cannot  confront  change.  This  fis- 
sion is  a  wonderful  development. 
Breaking  the  vast  empire  into  more 
manageable  pieces,  grouped  on  eco- 
nomic rather  than  on  political  lines, 
presents  tremendous  opportunities 
for  foreign  business. 

The  U.S.S.R.  will  no  longer  be  the 
Union  of  Soviet  Socialist  Republics. 
The  terms  "socialist"  and  "soviet" 
will  disappear,  just  as  the  word  "em- 
pire" disappeared  with  the  emer- 
gence of  the  British  Commonwealth. 
Its  disappearance  will  be  of  more  than 
formal  significance  because  the  break- 
up hastens  the  move  toward  market- 
based  economies.  All  political  maps, 
encyclopedias,  political  directories 
will  become  outdated. 

The  Baltic  republics,  Georgia,  Mol- 
davia, Armenia,  the  Ukraine,  Belorus- 
sia  have  called  it  quits.  Others  may 
follow.  They  will  not  exen  be  part  of 
the  new,  loose  union.  Altogether, 
more  than  80  million  people  will  sc 
cede  entirely. 

From  now  on  the  republics  remain- 


tm. 


ing  in  the  union  will  decide  what 
rights,  functions  and  money  to  dele- 
gate to  the  center.  The  one  who  pays 
is  the  one  who  orders  the  music. 
Republics  will  finance  the  army, 
which  will  shrink  because  of  that. 

Civil  war?  Most  unlikely,  except  for 
the  small-scale  continuing  war  be- 
tween Armenia  and  Azerbaijan  and 
some  ethnic  clashes  in  Georgia  and 
Central  Asia.  Over  the  last  18  months 
the  leaders  of  the  republics  proved 
that  they  can  solve  mutual  political 
and  economic  problems  direcdy. 

What's  the  timetable  for  the  new 
order?  The  treat)'  that  will  replace  the 
one  aborted  by  the  coup  will  last  for 
about  three  years  as  a  progressive 
document  of  a  transition  pericxl.  It 
will  take  at  least  that  long  for  the 
various  republics  to  stand  on  their 
own  feet  economically.  Except  for 
Russia,  the  Ukraine,  Belorussia  and 
Georgia,  none  of  the  other,  smaller 
new  republics  has  an  economic  basis 
for  independence.  At  least  not  yet. 

Ever\'  historical  epcKh  creates  its 
markets  out  of  a  mixture  of  politics 
and  cctMiomics,  and  this  one  will  be 
no  different.  There  was  the  European 
Hanseatic  cities  union  in  the  14th  to 
16th  centuries.  There  were  trade 
routes  like  the  Silk  Route.  Now 
America,   Canada   and    Mexico   arc 
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uniting  in  one  market,  as  are  Europe- 
an countries. 

In  place  of  one  gigantic  market 
created  by  force  and  maintained  by 
force  in  the  old  Soviet  Union,  the  new 
market  groupings  will  follow  more 
economic  logic,  which  will  itself  lead 
"to  different  political  ties.  While  lectur- 
mg  in  Austria  recendy,  I  witnessed  a 
similar  process  close  up.  Austrian, 
Hungarian  and  Czechoslovakian 
businessmen  were  going  back  and 
forth,  putting  together  an  economic 
grouping  not  unlike  that  of  the  old 
Austro- Hungarian  empire;  this 
grouping  will  probably  be  the  link 
between  Western  Europe  and  the 
countries  farther  east.  The  Ukraine, 
having  left  the  Soviet  Union,  will 
gravitate  toward  this  grouping. 

Siberia,  though  part  of  the  Russian 
Republic,  will  get  a  certain  indepen- 
dence. Because  it  faces  the  Pacific 
Ocean,  it  will  become  a  Pacific  Basin 
economy  in  good  part.  A  federation 
of  several  Siberian  cities  has  already 
been  created.  New  air  routes  are  con- 
necting California  and  Alaska  with  far 
eastern  Russia.  In  June  Alaska  Airlines 
began  offering  senice  three  times  a 
week  ft-om  Anchorage  to  the  city  of 
Khabarovsk.  And  the  Soviet  carrier 
Aeroflot  has  had  weekly  flights  to 
Kliabarovsk  from  San  Francisco  via 


Anchorage  since  May.  All  this  sug- 
gests American  business  should  look 
at  Siberia  via  the  Pacific  rather  than  via 
Moscow. 

Kazakhstan  and  the  republics  of 
Central  Asia — Tadzhikistan,  Uzbeki- 
stan, Turkmenistan  and  Kirgizia — 
will  soon  establish  a  kind  of  union 
among  themselves.  But  this  union 
will  not  gravitate  toward  the  Middle 
East,  despite  historical  and  religious 
ties.  As  a  market,  these  republics  will 
establish  close  economic  relations 
with  the  Russian  Republic,  but  as 
equals,  not  as  colonies  as  under  the 
Communists. 

All  this  turmoil,  this  breaking  of  old 
ties,  presents  a  tremendous  opportu- 
nit\'  for  U.S.  business.  This  year  more 
than  100  joint  ventures  a  month  have 
been  created  in  the  U.S.S.R.  Since 
August  1990  the  U.S.  has  been  the 
leader  in  total  capital  invested. 

But  the  Americans  are  not  necessar- 
ily looking  in  the  right  places.  Now 
60%  of  Soviet-American  joint  ven- 
tures are  situated  in  Moscow,  focus- 
ing on  the  western  part  of  the  old 
Soviet  Union.  Small  Estonia  has  as 
many  joint  ventures  with  Americans 
as  Siberia  does.  Yet  75%  of  all  Soviet 
natural  resources  arc  found  to  the 
east  of  the  Ural  Mountains.  Western 
investment  in  Siberia  and  the  Far 


East  is  very  safe.  But  the  U.S.  will 
need  to  move  fairly  fast.  The  Japa- 
nese are  already  ver)'  active  in  Rus- 
sia's Far  East,  and  the  South  Kore- 
ans even  more  so.  Investments  in 
fisheries  and  timber  will  pay  off  fast 
in  Siberia. 

American  investment  in  the  recon- 
struction of  the  machine-building 
and  metallurgical  plants  may  be  ver\' 
profitable.  Factories  to  recycle  the 
rich  mining,  metallurgical  and  agri- 
cultural waste  that  covers  former  ter- 
ritory of  the  U.S.S.R.  are  badly  need- 
ed and  can  be  highly  profitable.  Al- 
ready the  Japanese  buy  coal  waste 
from  Yakutia  and  other  regions  in  the 
Russian  Republic  to  produce  chemi- 
cal elements  for  manufacturing. 

The  new  order  in  the  East  will 
require  huge  investments  in  commu- 
nications and  transportation — and 
large  doses  of  modern  technologx'. 
The  KGB  has  been  artificially  blocking 
cooperation  in  these  spheres  in  efforts 
to  keep  the  Soviet  Union  isolated. 
The  KGB  will  have  a  diminished  influ- 
ence in  the  new  republics.  I  think  a 
fiber-optic  cable  will  soon  connect 
Europe  and  Japan  through  the  Soviet 
territorx'.  The  time  has  come  to  fially 
use  the  potential  of  the  Arctic  Seaway. 
I  have  studied  it  for  many  years  and 
know  that  it  is  the  shortest  and  the 
cheapest  way  from  Europe  to  Asia  as 
well  as  from  Vancouver  to  Europe. 

There  is  so  much  to  be  done  that 
there  is  opportunitv'  for  everv'one.  But 
first  Western  governments  and  West- 
ern investors  must  learn  from  their 
own  experience  that  aid  and  invest- 
ment channeled  through  central  gov- 
ernment is  inefticientiy  used.  Money 
spent  to  shore  up  Gorbachev  is  money 
wasted.  Government  loans  should  be 
channeled  only  to  specific  republics 
and  for  specific  programs.  Private  in- 
vestors should  concentrate  on  proj- 
ects, backed  by  reliable  feasibility' 
studies,  that  can  pay  back  their  invest- 
ments in  three  to  five  years. 

The  Union  of  Soviet  Socialist  Re- 
publics is  as  dead  as  the  Holy  Roman 
Empire.  The  Russian  people  know 
this.  Foreigners  haven't  yet  gotten  the 
fiill  message.  WM 

Vladimir  Kvint  is  Distinguished  Lecturer  at 
Fordham  University  and  Babson  College.  He 
advises  American  companies  and  is  a 
frequent  contributor  to  Forbes. 
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You  can't  drive  a  car  with  your  foot  always 
on  the  brake,  says  Giddings  &  Lewis'  Bill  Fife. 
Same  goes  for  running  a  company. 

Give  it  the  gas 


By  Tatiana  Pouschine 

"M\NY  COMPANIES  have  become  so 
used  to  putting  on  the  brakes  that 
they  have  forgotten  where  the  accel- 
erator is,"  says  William  Fife,  who 
seems  to  know  exactly  which  pedals 
are  where. 

Fife,  54,  is  chairman  and  chief  exec- 
utive of  Giddings  &  Lewis,  Inc.,  the 
machine  toolmaker  based  in  tiny 
Fond  du  Lac,  Wis.  While  by  no  means 
profligate — he  works  out  of  a  modest 
office  overlooking  the  corporate 
parking  lot — Fife  aggressiv^ely  rein- 


vests in  his  company's  fijture.  Ex- 
penses for  research  and  development 
hit  10%  of  sales  last  year,  compared 
with  an  average  of  3%  for  American 
industr)'  as  a  whole.  Add  to  that  the 
company's  capital  spending — 3%  of 
sales,  on  average,  since  Fife  took  the 
top  job  in  1987.  That  was  t\vo  years 
before  the  company  was  spun  off  in  a 
public  offering  by  Canadian  manufac- 
turer aaica  International. 

Fife's  spending  and  the  overall  re- 
surgence of  U.S.  manufacturing  have 


brought  impressive  results.  Betwe 
1987  and  1990  Giddings'  sales  dc 
bled,  to  S242  million  from  S125  rr, 
lion.  Earnings  reached  S20  milli« 
(SI. 85  a  share j  last  year,  or  8% 
sales.  In  comparison,  sales  at  two 
Giddings  &  Lewis'  main  U.S.  cor 
petitors.  Cross  &  Trecker  and  Cinci 
nati  Milacron,  have  stayed  virtua 
flat  since  1988;  both  companies  Ic 
money  last  year.  Analysts  beheve  Gi. 
dings  &  Lewis'  earnings  will  approai 
S2  a  share  this  year. 

Now  Fife  is  making  one  of  tl 
biggest  expenditures  of  his  career.  1 
June  he  announced  that  Giddings  i 
Lewis  will  pay  over  S70  million  fc 
Cross  &  Trecker,  a  Bloomfield  Hill 
Mich. -based  toolmaker  that  lost  $ 
million  last  year  on  sales  of  S43 
million.  Cross  &  Trecker  has  reacte^ 
favorably  to  the  proposal;  its  share 
holders  will  vote  on  the  matter  nex 
month.  Anticipating  a  marriage,  in 
vestors  ha\'e  bid  up  Cross  &  Trecker' 
shares  to  S5.50  from  roughly  S3  ; 


William  Fife,  chief  exec uItvl  v;  ; 
He's  not  afraid  to  think  big. 


ig:.  &  Lewis,  and  his  new  126-foot-long  planer  mill 
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share.  After  an  initial  selloff",  Gid- 
dings'  shares  have  recovered  to 
S24.25,  or  ten  times  next  year's  antic- 
ipated earnings. 

Fife  is  a  man  who  takes  great  pride 
in  finding  solutions  to  difficult  manu- 
facturing problems  posed  by  his  cus- 
tomers. Take,  for  example,  a  job  Gid- 
dings  &  Lewis  did  for  Connecticut- 
based  Pratt  &  Whitne)'.  Pratt  & 
Whitney  makes  c>iindrical  parts  for 
some  of  its  jet  engines.  It  uses  a 
machine  that  operates  on  a  vertical 
axis,  permitting  the  part  to  be  cut 
from  two  sides  at  once.  A  cutting 
instrument  comes  down  fi*om  the  top 
to  cut  on  the  inside  of  the  part,  while 
another  tool  cuts  on  the  outside. 

Pratt  &  Whitney  wanted  to  en- 
hance its  overall  manufacturing  effi- 
ciency by  automating  the  tool  chang- 
ing process  so  that  a  machine  could 
pick  up  a  new  tool  and  put  it  into 
position  to  cut  the  part.  The  engi- 
neering and  design  problem  was  deal- 
ing with  very  iittie  space  around  the 


side  cutter. 

"Everybody  balked,  nobody  want- 
ed to  try  it,"  says  William  Bradley, 
who  managed  machine  tool  planning 
at  Pratt  &  Whitney.  "But  Giddings  & 
Lewis  was  willing  to  give  it  a  try." 
When  Giddings  &  Lewis'  engineers 
came  up  with  a  way  to  work  within  the 
restrictive  space,  Pratt  &  Whitney  was 
able  to  do  roughly  twice  as  much 
cutting  of  its  cylindrical  parts,  and 
Giddings  won  an  order  for  several 
machines. 

Another  example:  A  manufacturer 
of  food  processing  equipment  asked 
Giddings  &  Lewis  if  the  toolmaker 
could  help  it  improve  productivity'. 
The  manufacturer  had  80%  of  its  mar- 
ket but  wanted  more. 

At  first  Fife  was  dubious.  The  cus- 
tomer was  already  highly  efficient. 
But  he  kept  gnawing  on  the  problem. 
He  put  t\vo  of  his  best  industrial 
engineers  to  work  for  two  weeks 
studying  the  factor)-  layout,  at  no  cost 
to  the  manufacturer.  Fife's  men  came 


back  with  certain  recommendations, 
including  hou  to  impro\e  software 
programs  and  the  factor)'  layout.  A 
Giddings  &  Lewis  engineer  then 
spent  several  months  redesigning 
some  of  the  sofrvvare  that  ran  the 
manufacturer's  machines.  All  of  these 
changes  reduced  by  one-third  the 
inventor)'  being  worked  on  at  an) 
one  time. 

Fife  attributes  his  aptitude  for  in- 
ventive problem-solving  to  growing 
up  on  a  farm.  "When  you  are  on  a 
farm,"  he  explains,  "you  have  to  keep 
those  machines  going  to  keep  the 
income  coming  in.  You  ha\e  to  be 
quite  creative." 

Fife,  a  graduate  of  John  Cartoll 
Universit)',  sened  as  an  enlisted  man 
in  the  Na\-)-.  He  was  discharged  in 
1958  and  got  a  job  as  a  sweeper  with 
Inland  Steel,  cleaning  up  the  metal 
scraps  that  flew  out  of  machine  tools. 
From  Inland  Steel  he  went  on  to 
Chase  Brass  &  Copper,  then  to  Com- 
bustion Engineering's  Invalco  di\i- 


Worker  George  Yerkman  supervising  a  Giddings  &  Lewis  machine  that  drills  and  mills 
Competing  with  high-tech  machines  instead  of  tow  labor  costs. 
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sion,  finally  to  Cross  &  Trecker's 
toolmaking  subsidiary  Kearney  8c 
Trecker.  From  there  he  was  recruited 
by  Canada's  amca  to  head  the  divi- 
sion that  was  later  spun  off  as  Gid- 
dings &  Lewis. 

By  the  time  Fife  arrived  in  1987,  he 
knew  that  intelligent  reinvestment — 
not  slavish  cost-cutting — is  the  key  to 
a  company's  long-term  commercial 
health.  Fife  likes  to  note  that  it  pays  to 
make  machines  more  productive, 
rather  than  people  less  expensive.  But, 
for  a  company  that  claimed  expertise 
at  increasing  its  customers'  productiv- 
ity, Giddings  &  Lewis  was  itself  look- 
ing rather  anachronistic.  For  example, 
Fife  found  fewer  than  20  computer- 
aided  design  and  computer-aided 
manufacturing  ( CAD/CAM)  systems  in 
the  company.  Most  of  the  firm's  350 
engineers  were  still  using  pencils  and 
erasers. 

"We  knew  we  had  a  very  serious 
bottieneck  in  engineering,"  Fife  re- 
calls. "If  we  didn't  open  up  that  bot- 
tleneck, it  didn't  make  any  difference 
what  people  on  our  manufacturing 


floor  did." 

Fife  began  spending  heavily  to  give 
his  engineers  computer  power.  The 
company  now  has  170  cad/cam  sys- 
tems in  place,  and  employees  who 
know  how  to  use  them:  Six  workers  at 
a  time  have  been  excused  each  month 
for  training  on  the  new  computer 
equipment.  Giddings  &  Lewis  may 
spend  up  to  $9  million  on  a  program 
to  link  the  operations  via  satellite, 
allowing  all  data  to  flow  instanta- 
neously between  the  plants. 

Fife  believes  it  is  Giddings  &  Lewis' 
job  to  apply  the  latest  technology  to 
the  manufacturing  process  in  each  of 
the  45  industries  it  serves.  Often,  jobs 
are  tailored  to  the  customer's  needs, 
so  the  risk  of  underestimating  the 
complexity  of  a  particular  job  runs 
high.  To  give  the  company  the  free- 
dom it  needs  to  take  these  engineer- 
ing risks,  Fife  works  hard  to  reduce 
the  company's  financial  risks.  At  the 
moment,  Giddings  &  Lewis  is  entirely 
debt-free,  having  paid  down  in  just 
eight  months  the  $16  million  in  debt 
that  came  with  the  1989  spinoff  from 


AMCA  International. 

"None  of  us  has  sat  in  front  of 
bankers,"  says  Fife.  "It's  much  more 
ftin  for  us  to  sit  in  front  of  customers." 

Within  the  next  few  months,  how- 
ever, Giddings  &  Lewis  will  probably 
take  on  $35  million  of  new  debt  in 
order  to  acquire  Cross  &  Trecker, 
which  itself  has  around  S23  million  in 
long-term  debt.  But  for  Fife  the  ac- 
quisition is  a  great  opportunit)'.  He 
knows  that  to  develop  to  its  frill  po- 
tential, Giddings  &  Lewis  needs  to 
expand  overseas.  Consider:  The  U.S. 
represents  over  1 0%  of  machine  tool 
purchases,  but  Europe,  including 
Eastern  Europe,  represents  around 
45%  of  the  world's  consumption  of 
machine  tools. 

"If  we  are  going  to  grow  as  an 
international  company,  we  must  get  a 
presence  in  the  German  market- 
place," says  Fife,  pointing  out  that 
Cross  &  Trecker  aLeady  has  a  plant  in 
Stuttgart.  There  are  times  to  hit  the 
brakes  and  times  to  accelerate;  these 
days  Bill  Fife  is  giving  Giddings  & 
Lewis  the  gas.  ^M 
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Back  in 
theU.S.A. 


[n  retrospect,  the  me- 
dia's handwringing  in  the 
Tiid- 1980s  over  the 
death  of  manufacturing  in 
\merica  and  the  "hol- 
owing  out"  of  U.S.  corpo- 
ations  seems  to  have  co- 
ncidcd  with  a  turnaround 
)f  the  manufacturers'  for- 
unes.  Since  1987  the  U.S. 
hare  of  world  trade  in 
nanufacturcd  goods  has 
ncrcased  from  around 
:i%  to  almost  13%  in  1989. 
Jays  Robert  Lipsey  of  the 
National  Bureau  of  Eco- 
lomic  Research:  "For 
he  U.S.  to  have  any  in 
rease  in  share  is  quite  re- 
narkable,  because  you  have 
hese  fast -growing  Asian 
ounrrics.  Just  on  that  ac- 
ount  alone,  without  any 


change  in  our  relative  com- 
petitiveness, you  would 
expect  a  decline  in  the  U.S. 
share." 

The  50%  fall  in  the  dol- 
lar since  1985  has  certainly 
helped.  More  important, 
however,  manufacturing 
productivity  in  the  1980s 
grew  at  an  annual  rate  of 
3.6%,  almost  triple  the 
growth  rate  in  the  1970s. 
(In  contrast,  productivity' 
in  the  service  sector  grew  at 
less  than  1%  in  the  past 
decade.) 

Investment  analyst  Al- 
exander Paris,  of  Barring- 
ton  Research  Associates, 
expects  to  see  a  boom  in 
U.S.  capital  expenditures 
in  the  years  to  come — but 
in  new  machinery,  not 
bricks  and  mortar,  as  U^S. 
companies  like  Caterpil- 
lar work  to  make  existing 
space  more  efticient.  U.S. 
automakers  will  spend 
enormous  sums  on  new 
products  and  processes  as 


they  race  to  catch  up  with 
the  Japanese,  Paris  predicts. 

As  new  technologies 
reduce  the  labor-to-capital 
ratio  (Fife  says  labor  to- 
day typically  accounts  for 
only  15%  of  a  manufac- 
tured product's  cost),  U.S. 
multinational  corpora- 
tions may  be  producing  less 
in  their  foreign  plants  for 
export  back  to  the  U.S.  In- 
gersoll-Rand,  for  exam- 
ple, went  ahead  with  a 
multimillion-dollar  proj- 
ect to  modernize  its  pump 
products  plant  in  Allen- 
town,  Pa.  As  a  result  of  its 
new  computer-con- 
trolled machine  tool  system 
(engineered  by  Giddings 
&  Lewis),  Ingersoll-Rand 
stopped  using  Korean 
factories  to  produce  parts. 
Furthermore,  the  compa 
ny  didn't  ha\e  to  hire  any 
new  workers. 

Meanwhile,  U.S.  ex 
ports  of  manufictured 
goods  are  also  surging. 


They  reached  SI 04  billion 
in  the  second  quarter  of 
this  year,  up  7%  over  the 
same  period  last  year.  The 
U.S.  merchandise  trade 
deficit,  currentiy  running 
at  SI 5. 6  billion  on  a  quar- 
terly basis,  is  the  lowest  it 
has  been  since  1983. 

Eli  Lustgartcn,  an  ana- 
lyst with  PaineWebber, 
sums  up  the  situation  this 
way:  "We  are  shifting  from 
a  lean-and-mean  [i.e., 
cost-cutting]  philosophy  of 
the  Eighties  to  a  world- 
class  manufacturing  philos- 
ophy of  the  Nineties."  To 
be  world  class,  he  adds, 
means  increasing  re- 
search and  development, 
new  product  develop- 
ment and  investment  in 
manufacturing  prtxesscs 
and  techniques  to  reduce 
costs.  Good  news,  that, 
for  Giddings  &  Lewis 
and  the  other  U.S.  capital 
goods  equipment 
makers.  -T.P.  ■■ 
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Whether  you're  working  with  dollars  or  Deutsche 
marks,  pounds  or  pesos,  the  computer  is  at  the  heart  of 

every  bank. 

So  we're  especially  proud  that  44  of  the  world's 
50  largest  banks  trust  their  business  to  Unisys.  In  the 
last  several  months  alone,  Comerica,  Huntington 
National  and  Barnett  Banks  have  placed  large  orders 
for  Unisys  systems. 

Of  course,  that  kind  of  trust  is  nothing  new  to  us. 
Eight  of  America's  top  ten  banks  have  relied  on  Unisys 
for  critical  operations  like  check  processing  for  years. 

And  like  all  the  rest  of  our  60,000  customers  in 
banking,  government,  telecommunications,  distribution 
and  other  businesses,  they  get  more  than  technology. 

They  get  the  experience  and  resources  of  a  com- 
pany with  a  heritage  of  helping  business  and  govern- 
ment. In  more  than  100  countries,  Unisys  finds  more 
productive  ways  of  putting  information  systems 

together. 

Call  us  at  1-800-448-1424,  ext.  70,  and  see  how 

Unisys  can  help  you. 

c  1991  UnsysCorporatwiUno^s  a  regBteredtradeniarfc  of  Unsys  Corpora 
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The  business  goal  of  any  airline  is  simple:  to  get  maxi- 
mum revenue  from  every  available  flight.  But  to  reach 
that  goal  takes  nothing  less  than  the  most  sophisti- 
cated information  systems. 

That's  why  every  airline  has  to  choose  a  computer 
company  it  can  rely  on  to  handle  its  mission-critical 
applications  like  reservations,  departure  control, 
cargo  and  flight  operations. 

And  that's  why,  in  the  last  several  months.  Thai 
Airways,  Mexicana  Airlines  and  TAP-Air  Portugal 
placed  large  orders  with  Unisys.  They  join  a  growing 
roster  of  carriers  like  Air  France,  All  Nippon,  North- 
west and  United. 

Of  course,  trusting  your  airline  to  Unisys  is  nothing 
new.  The  fact  is,  14  of  the  world's  top  20  airlines 
choose  Unisys  computers  to  help  them  arrive  at  their 

business  goals. 

So  if  running  your  business  organization  depends 
on  high-volume,  transaction-intensive  computing,  call 
Unisys  at  1-800-448-1424,  ext.  67.  Working  in  over  100 
countries,  Unisys  offers  information  systems  that  can 
give  any  enterprise  a  real  lift. 
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The  business  of  government  is  to  meet  the  changing  needs 
of  people.  And  that  takes  powerful,  reliable  information 
systems.  Which  is  why  you'll  find  Unisys  systems  at  work 
in  the  U.S.  federal  government,  all  50  states,  hundreds 
of  counties  and  cities,  and  in  governments  throughout 
the  world. 

For  instance,  Unisys  systems  help  the  U.S.  Coast  Guard 
run  its  drug  interdiction  and  its  search  and  rescue  programs. 
And  for  126  U.S.  Air  Force  locations  around  the  world,  our 
systems  provide  complete  financial  management. 

In  law  enforcement,  Unisys  systems  help  agencies  in  22 
states,  hundreds  of  local  police  departments,  even  Scotland 
Yard.  We  also  help  administer  billions  of  dollars  in  state  health 
and  human  services  programs. 

Recently,  Unisys  systems  were  chosen  to  support  H.U.D. 
requirements.  And  state  agencies  in  Ohio,  Pennsylvania, 
Florida,  Michigan  and  California  have  given  Unisys  a  vote  of 
confidence  by  placing  large  new  orders. 

They  all  know  they  can  count  on  Unisys  worldwide  to 
keep  on  providing  the  world's  governments  with  all  the  mis- 
sion-critical support  they  need. 

Call  1-800-448-1424,  ext.  69,  and  find  out  how  to  stay 
ahead  of  a  changing  world. 

©  1991  Unisys  Corporation.  Unisys  is  a  registered  trademark  of  Unisys  Corporation. 
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Telephone  companies  depend  on  their  ability  to  execute 
millions  of  transactions  second  by  second.  So  they 
need  to  work  with  a  computer  company  that  is  second 

to  none. 

Which  is  why  telephone  companies  choose  Unisys.  In 
fact,  if  you  use  a  telephone  in  the  U.S.,  odds  are  you're 
also  using  a  Unisys  computer. 

For  over  25  years,  we've  helped  phone  companies 
track  the  complex  cabling  that  connects  customers 
to  telecommunications  networks.  Today,  we  are  pro- 
viding systems  to  develop  enhanced  services  like 
voice  messaging  and  fax  mail,  in  addition  to  Emergency 
911  capability. 

And  the  U.S.  isn't  the  only  place  we  help  telecom- 
munications companies  manage  mission-critical  growth. 
Our  international  roster  includes  customers  in  places  like 
Sweden,  Holland,  Germany  and  the  United  Kingdom. 

To  hear  more,  just  call  1-800-448-1424,  ext.  168. 
You'll  learn  why  so  many  companies  rely  on  Unisys  people 
in  over  100  countries  to  help  them  stay  well-connected. 

c  1991  Unisys  Corporation  Unisys  is  a  registered  trademark  of  Unisys  Corporation 
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When  an  airline  moves  cargo,  the  backbone  of  its  busi- 
ness is  the  strength  of  its  information  systems. 

They  have  to  provide  crucial,  real-time  information 
that  books,  schedules  and  tracks  every  last  shipment. 
That's  why  ten  of  the  world's  top  cargo  carriers  rely  on 
Unisys  systems  to  move  cargo.  They  know  that  Unisys 
has  30  years  of  experience  providing  mission-critical 
information  systems  to  more  than  140  airlines. 

Most  recently,  Mexicana  Airlines  chose  Unisys  to 
make  sure  their  cargo  business  flies  high,  joining  a  roster 
that  includes  Air  France,  United,  Cathay  Pacific,  as  well 
as  Northwest  and  Lufthansa. 

Of  course,  that  kind  of  success  is  nothing  new  to 
Unisys.  Because  every  one  of  our  60,000  customers 
expects  nothing  less  than  a  total  commitment  to  provide 
the  solutions  that  make  their  enterprises  run. 

So  if  running  your  business  organization  depends  on 
high-volume,  transaction-intensive  computing,  call 
Unisys  at  1-800-448-1424,  ext.  66. 

You'll  find  Unisys  in  more  than  100  countries,  ready 
to  help  you  carry  the  load. 

ic  1991  Unisys  Corporation  Unisys  is  a  registered  trademark  o«  Unisys  Corpocatton 
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We  make  over  1,600  government 
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For  more  information 
on  all  the  ways  we  can 
help  you  meet  your 
mission  critical  needs, 
call  1-800-448-1424. 
ext.  177 
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low  far  did  the  ripples  extend  when  Salomon  fixed 
le  Treasury  note  market?  Nobody  yet  knows. 

ore  victims^ 


Richard  L.  Stem  and  Laura  Jereski 


J  HERE  MORE  to  the  Salomon  scan- 
than  has  yet  come  out?  Yes. 
What's   known    is    that   Salomon 
Irothers  grabbed  a  bigger  share  of  the 
|l2  billion  two-year  Treasury  note 
ue  than  it  was  legally  entided  to  in 
auction  this  May. 

What  has  not  yet  come  out  is  the 
J-emendous  ripple  effect  the  fix  may 
lave  had  on  the  various  money  mar- 
lets  around  the  globe.  There  is  litde 
joubt  that  it  cost  bankers,  brokers 
id  traders  more  than  it  cost  the 
rect  participants. 

These  Treasury  auctions  are  the 
;overnment's  way  of  financing  its 
cbt  by  selling  bonds  and  notes  in 
ealed  bidding  involving  up  to  40 
irimary  dealers. 

Treasury'  rules  dictate  that  no  par- 
icipant  in  the  auction  can  be  awarded 
nore  than  35%  of  the  issue.  By  man- 
ging  to  capture  44%  of  the  inventory, 
ialomon  was  able  to  charge  higher 
>rices  to  those  dealers  and  investors 
hat  wanted  the  securities  in  the  after- 
iiarket. 

Dealers  frequently  short  anticipat- 
ed issues  as  a  way  of  making  a  profit  on 
imall  swings  in  interest  rates.  Since  it 
rontrolled  so  much  of  the  issue,  Salo- 
mon was  in  a  position  to  gouge  these 
shorts  when  they  tried  to  cover. 
Shorts  and  others  who  bought  or 
borrowed  the  securities  in  the  after- 
market  may  have  lost  $100  million. 

How  much  of  this  money  found  its 
way  into  Salomon's  pockets?  No  one 
knows  yet,  but  the  amount  could  have 
been  in  the  tens  of  millions. 

Down  crashed  John  Gutfreund.  In 
came  Warren  Buffett. 

But  no  one  has  yet  focused  on  the 
probable  collateral  effect  of  the  appar- 
ent manipulation.  Here's  what's  in- 
volved: The  interest  rate  on  the  two- 
vear  note  is  an  important  benchmark 
used  by  corporations,  banks,  brokers 
ind  traders  in  figuring  the  cost  of 


money.  For  example,  a  bank  may  peg 
the  interest  rate  it  charges  borrowers 
to  the  rate  on  the  two-year  note,  using 
the  rate  as  a  base  and  then  tacking  on  a 
spread. 

Though  the  interest  rate  paid  on 
the  two-year  note  varies,  the  spread 
between  it  and  interest  rates  on  other 
loans  and  securities  of  similar  dura- 
tion is  fairly  constant — Treasury 
bonds,  CDs,  Eurodollar  flitures  and 
even  mortgages. 

For  example,  the  spread  between  2- 
year  Treasurys  and  30-year  Treasurys 
had  been  about  170  basis  points 
(L7%)  just  before  the  May  auction. 
Because  Salomon  drove  up  the  prices 
of  the  2 -year  notes  (thus  driving 
down  the  yield),  the  gap  widened  to 
about  200  basis  points.  Thus,  by  ma- 
nipulating the  price  of  this  single  auc- 
tioned issue,  Salomon  may  have  dis- 
turbed    interest     rates     everywhere 
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Salomon's  manipulation  of  tho  May 
two-year  Treasury  notes  caused 
losses  in  the  futures  market  when 
the  spread  between  Eurodollar  futures 
and  the  notes  almost  doubled. 


around  the  world. 

Suddenly,  some  routine  trades  used 
in  the  regular  course  of  business  by 
corporations,  banks  and  brokers  to 
hedge  positions  had  become  much 
more  expensive. 

Why?  Take  the  Eurodollar  market, 
where  traders,  including  corpora- 
tions, brokers  and  banks  like  Chemi- 
cal, Citicorp  and  Bankers  Trust,  go  to 
hedge  interest  rate  risk.  The  typical 
bank  lender  these  days  wants  a  float- 
ing-rate loan,  but  the  borrower  would 
much  rather  commit  to  a  fixed  inter- 
est rate. 

So  the  two  parties  match  their 
needs  through  the  so-called  swap 
market.  A  third  party,  in  effect,  steps 
between  the  bank  and  the  borrower, 
accepting  the  obligation  to  pay  float- 
ing rates  while  collecting  a  fixed  rate 
of  interest. 

These  swaps  are  often  set  up  in 
terms  of  Eurodollar  futures,  whose 
yield  on  average  is  priced  about  40 
basis  points  above  the  two-year  Trea- 
sury note's.  In  May,  however,  with 
the  Treasury  rate  pushed  down  by 
Salomon,  the  spread  zoomed  close  to 
80  basis  points — nearly  a  fiill  percent- 
age point,  raising  the  banks'  cost  of 
buying  floating-rate  payments. 

And  that  is  just  one  of  many  mar- 
kets dependent  on  the  two-year-note 
benchmark.  Other  markets  possibly 
involved  are  foreign  currency  and 
mortgage -backed  securities. 

The  big  banks  aren't  talking  about 
any  losses,  but  estimates  of  losses  to 
banks  and  others  in  these  markets 
could  run  as  high  as  S250  million. 

Federal  investigators  probing  the 
Salomon  scandal  are  trying  to  find  out 
whether  Salomon  and  other  dealers 
routinely  fixed  interest  rates  at  the 
auctions.  Besides  giWng  them  large 
profits  in  the  Treasur\'  markets,  infor- 
mation about  manipulation  of  the 
issues  could  have  provided  some  trad- 
ers with  a  decided  edge  through  a 
myriad  of  arbitrage  techniques  in  the 
other  markets  that  arc  dependent  on 
interest  rates. 

Did  this  cross-market  exchange  of 
information  take  place?  We  don't  yet 
know.  Only  people  with  subpoena 
power  will  be  able  to  find  the  answer. 
Certainly  the  whole  thing  is  terribly 
complicated.  Perhaps  that's  why  the 
traders  thought  they  could  get  away 
with  it.  tM 
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I  he  1980',  f/^'je  glorious  days  for  packaged-goods  marketers, 
their  adv^;riiMrif^;  outlets,  their  shareholders  and  their  investment 
bankers,  But  the  1990s  are  going  to  be  a  lot  less  kind  to  the  likes 
of  P&G,  Kimberly-Clark,  Quaker  Oats  and  Clorox. 

The  ti'eiid  is  not 
their  friend 


Hy  Cii'ctchcn  Morj^cnson 
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Packagers  of  consumer  goods  like 
General  Foods,  H.J.  Heinz,  rjr  Na- 
bisco, General  Mills,  Procter  &  Gam- 
ble and  Kimberly-Clark  were  the  jew- 
els of  the  1980s.  Their  brand  names 
became  assets  more  precious  than 
mere  brick  and  mortar.  As  usual,  War- 
ren Buffett  was  among  the  first  to  see 
it  coming;  he  made  yet  another  for- 
tune buying  into  and  then  selling 
General  Foods.  Cashing  in  on  the 
trend,  investment  bankers  made  in- 
credibly fat  fees  buying  and  selling 
brand  franchises. 

And  since  the  building  and  mainte- 
nance of  brand  names  require  heavy 
advertising  and  promotion,  the  ad- 
vertising, publishing  and  broadcast 
industries  cashed  in  heavily. 

What  made  consumer  goods 
brands  so  valuable?  Inflation  slowed, 
with  the  result  that  the  costs  of  the 
basic  raw  materials  went  up  much 
more  slowly  than  packagers  could 
raise  prices.  Consumers,  conditioned 
by  heavy  promotion  and  by  habit, 
didn't  bolt  even  as  prices  of  some  of 
their  favorite  soaps  and  cereals  went 
up  5%  or  8%  a  year.  And  so  profits 
went  up  much  faster  than  that. 
Heinz's  earnings  climbed  at  an  aver- 
age 13%  annual  rate  in  the  past  de- 
cade, Clorox's  at  15%. 


Their  stockholders  and  owners 
reaped  a  treasure.  Heinz,  Hershey, 
Kellogg,  Clorox,  Kimberly-Clark  and 
a  host  of  other  such  companies 
showed  market  gains  of  600%  and 
more  in  a  decade  when  the  market 
went  up  only  about  200%. 

Out  of  this  frenzy  were  born  some 
of  the  biggest,  costliest  takeovers  of 
the  decade.  In  1988  Philip  Morris 
paid  1.3  times  sales  for  Kraft.  That 
same  year,  kkr  upped  the  ante  by 
paying  1 .5  times  sales  for  rjr  Nabisco. 
Last  year  Clorox  reportedly  paid  2 
times  sales  to  buy  household  cleaner 
Pine-Sol  and  Combat  insecticide. 

Do  trees  grow  to  the  sky? 

Of  course  not.  There  are  already 
signs  that  consumers  are  starting  to 
balk  at  the  prices  on  some  of  their 
favorite  packaged  goods  and  are  start- 
ing to  switch  to  house  brands.  The 
trend  so  far  is  only  a  trickle.  But  it 
shows  signs  of  growing  fairly  rapidly. 

Supermarket  house  brands  arc  tak- 
ing a  slighdy  larger  share  of  the  con- 
sumer dollar,  and  trends  in  Europe 
and  Canada  suggest  that  this  switch- 
ing has  a  lot  fiirther  to  go  in  this 
country'.  Note  this:  Branded-goods 
producers  have  recently  been  shifi:ing 
marketing  dollars  away  from  advertis- 
ing and  into  retailers'  rebates  and 
cents-off  coupons — a  thinly  disguised 
form  of  price-cutting. 

Once  consumers  are  hooked  on 
price  specials  and  brand-switching,  it 


will  be  hard  to  keep  them  attached  to 
the  expensive,  nationally  advertised 
brand  when  the  price  is  put  up  again. 

Turn  your  eye  to  the  bar  chart  on 
page  119.  It  shows  operating  mar- 
gins, the  percentages  of  sales  that 
represent  profits  before  depreciation, 
interest  and  taxes.  A  long  list  of  con- 
sumer goods  companies  greatly  wid- 
ened their  operating  margins  in  the 
last  decade.  Since  1981,  for  instance, 
H.J.  Heinz's  margin  has  gone  fi-om 
11.4%  to  18.5%,  Ralston  Purina's 
from  9.4%  to  15.7%,  Sara  Lee's  ft-om 
7.4%  to  10.4%,  Clorox's  from  11.2% 
to  18%. 

The  chart  shows  why  brand -name 
producers  did  so  well  last  decade, 
both  at  the  shop  counter  and  on  Wall 
Street.  Consumers  were  giving  the 
marketers  a  bit  more  in  profit  on  ever)' 
box,  bottle  and  can  of  goods  they 
sold.  Those  fattening  margins  pro- 
duced profit  growth  and  increased  the 
value  of  the  brand  franchises.  But 
more  than  extra  profit  got  built  in;  the 
rising  earnings  cun'e  caused  investors 
and  other  companies  to  think  the 
curve  would  go  on  rising.  Those  ex- 
pectations got  built  into  prices  of  the 
brand  properties. 

Let's  look  at  a  specific  case.  Quaker 
Oats  has  a  lucrative  near- monopoly 
on  the  retail  distribution  of  an  ancient 
commodit)',  oatmeal.  In  1980  its 
namesake  product  retailed  for  an  av- 
erage 73  cents  for  an  18 -ounce  box. 
Today,  the  box  goes  for  SI. 73.  Yet 
over  that  period  the  wholesale  price  of 
oats  went  down  by  a  third.  Today's 
retail  price  is  3,000%  higher  than  the 
price  of  the  raw,  unprocessed  ingredi- 
ent, a  much  wider  spread  than  before. 
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Brands 


That  spread  pays  for  a  lot  of  packaging 
plants  and  brand  managers  and  tnick 
drivers,  for  ads  on  the  mornings  news, 
for  color  pages  in  magazines  like 
Newsweek  and  Time^  and  for  divi- 
dends to  shareholders.  Quaker  has 
boosted  its  dividend  at  a  15%  annual 
rate  over  the  past  decade.  Expecting 
more  good  news,  Wall  Street  prices 
Quaker  Oats  twice  as  richly  in  relation 
to  operating  income  now  as  it  did  a 
decade  ago  (see  chart,  p.  118). 

As  a  group,  cereal  manufacturers 
upped  their  prices  7.2%  a  year  in  the 
1980s.  Now  a  large  box  of  Post  Raisin 
Bran  or  Kellogg's  Apple  Jacks  costs 
close  to  $4.50. 

Mark  this:  It  will  not  take  a  stam- 
pede of  shoppers  away  from  name 
brands  to  house  brands  to  cause  a 
crimp  in  profit  growth.  At  an  A&P 
supermarket  in  New  York  City  a  large 
size  of  the  house  brand  oatmeal  goes 
for  $2.49,  35%  less  than  the  Quaker 
Oats  kind.  Even  a  modest  shift  to 
house  brands,  threatening  all-impor- 
tant volume,  will  cause  the  makers  of 
branded  goods  to  moderate  their 
price  increases.  At  some  point  the 
consumers  will  say,  "Enough."  There 
is  plenty  of  evidence  that  many  of 
them  already  have. 

The  private -label  share  of  the  $7 
billion  cereal  market  has  more  than 
doubled  in  four  years,  from  3.6%  to 
8%.  Privately  held  Malt-O-Meal,  for 
example,  which  supplies  Safeway  and 
other  supermarkets  with  cereals,  has 
seen  its  sales  increase  20%  in  each  of 
the  past  tvvo  years. 

Procter  &  Gamble,  one  very  smart 
company,  is  realizing  how  much  price 
pressures  are  intensif^'ing.  Prudential 
Securities'  Andrew  Shore  believes  a 
restructuring  of  the  company's  food 
division  is  imminent.  Managerial  la)- 
oft's,  a  rarity  for  P&G,  are  expected. 
None  too  soon:  Domestic  sales  at  the 
company,  which  account  for  60%  of 
total  revenues,  were  flat  in  the  first 
half  of  this  year.  The  company  may 
also  bag  its  time -honored  and  much 
emulated  tradition  of  assigning  a 
team  of  managers  to  each  of  its 
brands.  Instead,  managers  would 
have  responsibility  for  several  brands. 

rhe  same  price  pressures  are  forc- 
ing the  Procter  &  Gambles  of  the 
world  to  ^pend  less  of  their  sales  Itud- 
gcts  on  1  er\vt)rk  television  and  other 
forms  of  mass  media.  Gonsuniers  are 


Losses  at  the  top 

Is  consumer  loyalty 
to  big-name  brands 
as  good  as  money 
in  the  bank? 
Not  necessarily. 
Look  at  how  much 
combined  market  share 
the  number  one,  two 
and  three  brands  lost 
between  1985  and  1990 
in  these  categories. 


Market  share, 
top  three  brands 


inundated  with  choices  and  advertis- 
ing clutter.  And,  in  many  product 
categories,  growth  is  stagnant.  Many 
consumers  are  also  increasingly  un- 
willing to  pay  up  for  relatixely  minor 
difterences  in  cjualit)'  or  perception  of 
quality.  Research  Systems  Corp.,  an 
ad\ertising  testing  company,  says  that 
advertising  persuasiveness  has  fallen 
almost  30%  among  consumers  in  the 
past  ten  years. 

Because  of  price  pressures,  brand 
owners  are  putting  more  into  retailer 
rebates  and  couponing,  which  is 
nothing  more  than  a  bribe  for  brand - 
switching.  Four  or  five  years  ago, 
couponmg  and  retailers  rebates  ac 
counted  for  45%  to  50%  of  a  ct)mpa 
ny's  marketing  budget.  Now  such 
promotions  are  typically  75%  of  bud- 
get. Why.'  Manufacturers  saw  their 
unit  growth  slow ing,  yet  they  wanted 
to  keep  their  plants  running  at  capaci 


t\'.  If  they  couldn't  pull  their  custom- 
ers in  with  advertising,  they'd  push 
them  in  with  coupons. 

Rut  couponing  exacts  a  steep  price: 
It  encourages  shoppers  to  tr\'  some- 
thing new  at  the  expense  of  the  brand 
they  normally  use.  Having  made  one 
such  decisicMi  to  switch  brands,  the 
consumer  is  more  likely  to  switch 
again  and  again,  buying  whatever 
shampoo,  orange  juice  ox  cotVec  he  or 
she  has  a  coupon  tor.  Brand  loyali\ 
still  exists  in  certain  categories,  such  as 
toothpaste  M\i\  tampons,  but  bv  no 
means  in  ail. 

"It's    marketing   guys    going    for 
short  term  gains,"  says  lohn  IVout, 
president  of  IVout  &  Ries,  a  market 
ing  strategv  firm  in  Greenwich,  Conn. 
"What  the\  should  be  dtMng  is  keep 
ing  the  validity  o\  the  brand  in  the 
consumer's  mind.  Couponing  rein 
forces  the  perception  that  their  prcxl- 
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Source:  Supermarket  Business 


r  is  a  commodin-,  which  is  death  to 
-brands." 

Ingredient  labels  on  foods  and 
household  products  contribute  to  the 
suspicion  that  a  lot  of  products  are 
interchangeable.  Although  deodor- 
ants still  enjoy  brand  loyalt\',  when 
consumers  see  the  same  active  ingre- 
dient, aluminum  zirconium  tetra- 
chlorohydrex  Gly.,  in  Dial,  Arrid,  Ban 
and  off-price  alternatives,  the  pitch 
that  one  brand  keeps  you  drier  than 
the  other  looks  might)'  specious. 
Likewise,  many  low-calorie  yogurts, 
whether  manufactured  by  Kraft,  Dan- 
non  or  Safeway,  contain  the  same 
low-calorie  sweetener. 

Consider  the  findings  of  a  study  in 
Superynarket  Business.  Since  1985  the 
combined  market  shares  of  the  num 
ber  one,  two  and  three  brands  in 
many  categories  have  droppnrd  precip 
itously  (see  chart,  above).  Picking  up 


much  of  this  slack  are  supermarkets' 
new-and-improved,  in-house  offer- 
ings, says  Mar)'  Pollack,  editor  of  S«- 
perrnarket  Strategic  Alert  in  New 
York  Cit)'. 

House  brands  have  been  around 
since  the  early  1900s,  when  John 
Hartford  created  .\&p's  own  brand 
called  Quaker  Maid  and  the  grocery- 
chain  began  packaging  its  owti 
breads,  canned  goods,  teas  and  cof- 
fees. But  in  the  Fifties  and  Sixties 
supermarkets  started  to  skimp  on 
quality.  A  classic  illustration  of  this:  A 
1977  Consumer  Reports  rated  .\&r's 
.\hoy  Pink  dish  soap  one  of  the  cheap- 
est yet  one  of  the  worst  buys  of  wash- 
ing detergent  because  its  suds  didn't 
last  as  long. 

Now  the  supermarkets  have  wised 
up;  many  house  brands  are  at  least  as 
good  as  big- name  brand  offerings. 
Consumers  a^e  noticing  and  even  be- 


ginning to  act.  Last  year  these  private - 
label  goods  accounted  for  18.2%  of  all 
supermarket  sales,  up  from  17.7%  in 
1989,  according  to  Private  Label 
Manufacturers  Association.  This 
looks  like  a  minor  blip,  but  it  looks  big 
and  scar\'  to  people  who  uatch  trends. 
Evidence  of  more  explosive  grouth  is 
seen  in  indixidual  categories.  From 
1987  to  1989,  for  instance,  the  pri- 
vate-label share  in  refrigerated  pizza 
almost  doubled  to  30%;  in  natural 
American  cheese  it  climbed  from  34% 
to  39%;  and  in  refiigerated  fioiit  salad 
it  climbed  from  13%  to  27%. 

In  personal  and  household  prod- 
ucts, nail  polish  removers  and  private- 
label  mouthwashes  gained  one  and 
almost  two  market  share  points,  re- 
spectively, last  year.  Private-label 
adult  cold  remedies  now  have  7.2%  of 
their  market,  an  increase  of  almost 
three  points  since  1987.  Today  more 
than  half  of  all  paper  towels  sold  carr\' 
private  labels,  versus  36%  in  1987. 

Supermarkets  with  strong  house 
brands  are  cleaning  up  in  Europe  and 
Canada,  and  their  successes  are  being 
noticed  in  the  U.S.  J.  Sainsbun,'  Pic, 
with  SI 3  billion  in  revenues  the  sec- 
ond-largest supermarket  chain  in  the 
U.K.,  gets  50%  of  its  grocery  sales 
from  its  own  brands.  That's  one  rea- 
son it  is  able  to  net  7  cents  to  8  cents 
on  the  sales  dollar,  7  times  the  typical 
net  margin  for  U.S.  supermarket 
chains.  Loblaw  Cos.,  the  Canadian 
supermarket  chain,  does  big  business 
with  its  house  brands,  the  most  fam- 
ous of  which  is  President's  Choice. 
The  lines  will  account  for  SI  .5  billion 
in  sales  of  products  such  as  soap, 
cookies,  soda  and  coffee  this  year, 
almost  20%  of  Loblaw's  revenues. 
Loblaw's  net  margin  is  still  only  1 .2%, 
because  of  the  costs  of  developing  the 
house  brands. 

One  gcKxi  reason  European -st\ie 
chain- brand  marketing  is  likely  to  in- 
crease in  the  U.S.  is  that  Europeans 
have  bought  several  U.S.  supermarket 
chains  and  are  asking  why  what  works 
for  them  in  Europe  w on't  work  in  the 
U.S.  as  well,  .\hold,  N.V.  of  the  Neth- 
erlands owns  90%  of  First  National 
Supermarkets,  Germany's  Tengel- 
mann  owns  53%  of  .\&P,  Delhaize  of 
Belgium  owns  50%  of  Fo<kI  Lion  and 
J.  Sainsbury  controls  Shaw's.  Two 
months  ago  Shaw's  announced  that  it 
was   launching  a   new    private -label 
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program  that  will  stock  1,200  items 
within  the  next  year.  Today  Shaw's 
sells  400  house  items. 

What  about  private-label  quality?  If 
you  judge  quality  by  popularity,  con- 
sider this:  David  Nichol,  president  of 
Ix)blaw  International  Merchants,  the 
product  development  arm  of  Loblaw 
Cos.,  boasts  that  the  number  one 
cookie  in  Canada  today  is  Loblaw's 
President's  Choice  Decadent  Choco- 
late Chip  Cookie.  It  is  made  with 
butter  and  contains  39%  chocolate 
chips  by  weight,  compared  with  the 
vegetable  fat  and  25%  chocolate  chips 
that  go  into  Nabisco's  Chips  Ahoy 
brand,  says  Nichol.  Yet  the  four-year- 
old  Decadent  sells  for  10%  to  20%  less 
than  the  better-known  brand.  In  four 
short  years  it  has  snared  14%  of  the 
market,  mosdy  from  Nabisco;  yet  it's 
sold  in  only  17%  of  the  country's 
stores.  Nabisco's  offerings  are  sold  in 
over  90%  of  Canadian  stores. 

Powerful  RJR  Nabisco  isn't  the  only 
one  losing  market  share  to  house 
brands  in  Canada.  So  are  the  pre- 
sumed untouchables.  Coke  and 
Pepsi.  Loblaw's  President's  Choice 
cola,  produced  by  the  Cott  Corp.  of 
Quebec,  has  grabbed  over  50%  of  the 
chain's  canned  cola  sales,  drubbing  all 
competitors.  The  Loblaw  brand  re- 
tails for  $4  to  $5  a  case,  versus  $5  to 
$7  for  Coke  or  Pepsi. 

To  beat  pros  like  Coke  or  Pepsi  at 
their  own  game  is  an  amazing  feat  for 
Cott  and  an  object  lesson  for  those 
who  believe  that  brand  loyalty  is  guar- 
anteed. Publicly  traded  Cott  says  it 
has  captured  close  to  a  20%  market 
share  in  cola  across  Ontario,  up  from 
3%  two  years  ago.  Chairman  Gerald 
Pencer  predicts  that  Cott  could  take 
in  $1 30  million  in  revenues  this  year,  a 
300%  increase  since  1989.  Pencer  has 
only  begun  shipping  soft  drinks  to  the 
U.S.,  but  results  are  promising.  He 
convinced  the  family-owned  Weg- 
mans  chain  in  Rochester,  N.Y.  to 
stock  Cott  as  a  house  brand  under  the 
name  wpop. 

Don't  think  the  growth  in  private- 
label  products  is  simply  a  result  of  the 
recession.  A  1990  study  commis- 
sioned by  the  ad  agency  odr  Need- 
ham  Worldwide  found  that  62%  of 
packaged -goods  consumers  said  they 
buv  onlv  well-known  brands,  down 
from  77%  in  1975. 

To  hold  down  the  tremendous  cost 


Love  those  rising  margins 

Prices  (market  value  as  a  multiple  of  operating  income) 
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Albert  oCulver 
Carter-Wallace 
Clorox 

Colgate-Palmolive 
CPC  international 
General  Mills 
Gerber  Products 
Gillette 
H.J.  Heinz 
Hershey  Foods 
Kellogg 
Kimberly-Clark 
Quaker  Oats 
Ralston  Purina 
Sara  Lee 

Source:  Value  Line 


of  introducing  new  branded  prod- 
ucts, manufacturers  have  relied  in- 
creasingly on  line  extensions:  using 
the  name  of  a  successful  brand  on  a 
new,  related  product,  such  as  Maxwell 
House  on  microwavable  coffee.  Mar- 
keting Intelligence  Ser\'ice  Ltd.,  a 
marketing  research  firm,  reports  that 
since  1987  almost  70%  of  the  24,000 
new  products  introduced  were  line 
extensions.  The  problem  here  is  that 
this  can  cause  a  blurring  of  brand 
identity  and  a  confusing  proliferation 
of  brands.  There  are  simply  too  many 
offerings  out  there:  1,300  shampoos, 
200  cereals,  over  250  soft  drinks. 
"There  is  no  economic  need  for  many 
of  these  brands,"  says  Prudential  Se- 
curities' Andrew  Shore.  "Too  many 
are  on  life  support,  kept  alive  by  brand 
managers  who  want  to  keep  their 
jobs."  Shore  predicts  a  huge  industr)'- 
widc  consolidation.  In  August  P&Ci 
said  Its  1 1  -year-old  Puritan  cooking 
oil  brand  will  also  spt)rt  the  C'risco 
label  later  this  year. 

In  joining  the  Puritan  and  Crisco 
products,  r&t;  may  be  sensing  the 
trend,  understanding  that  the  prolif- 
eration of  brands  and  line  extensions 


5x 
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is  making  it  harder  to  get  and  keepi  | 
consumers'  attention.  Don't  be  sur-ii 
prised  if,  a  while  later,  the  Puritarni 
name  disappears  altogether.  \  i 

Beyond  all  this,  a  shift  in  consumer! 
psychologN'  is  undermining  the  appeal 
of  many  mass  brands.  In  the  recent! 
past,  the  American  consumer  wantedi 
homogeneit)',  says  Christopher  SnelH 
of  Snell  Associates,  a  Mill  \'alley,| 
Calif -based  San  Francisco  marketing!) 
consultant.  Shoppers  felt  safest  buy-1 
ing  the  same  products  their  neighbors! 
bought. 

Now,  says  Snell:  "The  gold  stan-  \ 
dard  has  shifted  to  specialt>-  products.  | 
People  want  to  differentiate  them- 
sehes  from  others.  The\  don't  want 
homogeneit)'  anymore."  This  mar- : 
keting  trend,  long  ob\ious  to  autt>- 
mobile  manufacturers,  has  spread 
now  to  disposable  household  items.  It 
has  opened  the  door  to  smallish, 
niche  competitors  selling  gourmet, 
"health"  or  international  fcxxls — 
hotter  and  spicier  barbeque  and  spa- 
ghetti sauces,  tlavorcd  ccxiking  oils, 
exotic  vinegars,  cheeses  and  breads. 
Consider  gourmet  cortee.  In  1980 
specialrv  ct>tVces  had  onW  2%  of  the 
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fren  years  ago,  producers  of 
[branded  food  and  household 
products  were  on  the  threshold 
lof  an  earnings  explosion— as 
I  the  fattening  operating  ma^ 
gins  (above)  attest.  Yet  on 
Wall  Street  the  valuations- 
total  value  of  common  stock 
plus  debt  outstanding, 
divided  by  operating  income 
(left) — were  low.  Now,  the 
future  loolcs  dimmer,  since 
margins  can't  keep  widening 
forever.  Yet  valuations  are 
much  higher. 


Big  bucks  on  big  brands 

Advertising  spending  ($billions) 
$4.0 
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$6.5  billion  U.S.  market.  They  now 
have  22%. 

Every  major  trend  and  every  shift  in 
a  trend  produces  winners  and  losers. 
Who  wins,  who  loses  as  brand  loyal- 
ties fade?  It  seems  clear  that  the  big- 
gest winners  could  be  supermarket 
chains  which  recognize  the  value  of 
pushing  private  labels.  Early  on  in  any 
program,  however,  their  expenses  will 
be  high,  so  rewards  won't  be  immedi- 
ate. Big  publicly  traded  companies 


already  in  this  game  include  Hanna- 
ford  Bros.,  Vons  Cos.,  Safeway, 
Kroger  and  possibly  A&P.  Giant  Food, 
a  $3.3  billion  (sales)  Washington, 
D.C.  chain,  has  its  own  baker\%  ice- 
cream plant,  dairy  and  soda- bottling 
line;  it  nets  an  extraordinary  3.6  cents 
on  the  sales  dollar.  Other  obvious 
beneficiaries  of  the  increasing  interest 
in  supermarket  house  brands:  manu- 
facturers of  private- label  goods.  Pub- 
lic companies,  who  are  strong  in  this 


area  include  Cott  (traded  on  the  To- 
ronto and  Montreal  stock  ex- 
changes). Grow  Group,  Heinz  and 
Ralston  Purina. 

Manufacturers  whose  brands  are 
numbers  three  and  four  in  their  cate- 
gories are  the  vulnerable  ones.  Tradi- 
tional big- name  manufacturers  whose 
products  are  numbers  one  and  two 
will  certainly  sur\'ive  any  brand  shake- 
out.  This  list  would  beyond  a  shadow 
of  doubt  include  Coca-Cola,  Pepsi, 
Kellogg,  Campbell  Soup,  Philip  Mor- 
ris, RJR  Nabisco,  General  Mills, 
Procter  &  Gamble,  Tambrands  and 
Gillette.  These  manufacturers  could 
gain  almost  as  much  from  lesser 
brands  that  will  be  abandoned  as  they 
lose  to  supermarket  brands.  But  they 
probably  will  hold  their  volumes  only 
at  the  expense  of  lower  markups. 
The  days  of  operating  profit  margins 
that  climb  year  in,  year  out,  are  prob- 
ably over. 

Analysts  talk  reassuringly  of  foreign 
profits  making  up  for  any  loss  in  do- 
mestic revenues,  but  since  most  of 
these  companies  do  a  majority'  of  sales 
domestically,  it's  not  clear  that  for- 
eign gains  can  pick  up  the  slack. 

None  of  this  bodes  well  for  media 
companies  that  depend  heavily  on 
packaged -goods  advertising.  And  in- 
vestors would  be  smart  to  wonder 
whether  packaged -goods  stocks  will 
continue  to  justify  their  current  lofty 
price/earnings  ratios.  Even  a  modest 
shift  to  house  brands  and  to  price 
competition  could  cause  a  plateau  in 
the  earnings  growth  cur\'e  of  pack- 
aged-goods companies.  According  to 
Value  Line,  P/E  ratios  for  food  stocks 
like  Kellogg,  ConAgra,  General  Mills 
and  Campbell  Soup  check  in  above 
20,  a  hefty  premium  to  Value  Linens 
market  multiple  of  15.4.  These  fat 
prices  are  Wall  Street's  reward  for  the 
past  earnings  gains  of  these  compa- 
nies. But  if  earnings  growth  shifts 
back  to  the  slower  pace  enjoyed  by  the 
economy  as  a  whole,  there  is  no  rea- 
son for  earnings  multiples  not  to 
shrink  back  to  market  levels.  That 
would  erase  tens  of  billions  of  dollars 
from  market  valuations  in  this  sector. 

National  brand  names  are  not  go- 
ing to  fade  a\Nay.  But  they  will  no 
longer  produce  automatic  profit 
growth.  The  trend  is  early,  but  smart 
business  people  don't  wait  until  a 
trend  is  obvious  to  act  on  it.  ^ 
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KENNETH  McALLEY 


Municipal  bond  fund  manager  Kenneth  McAlley 
is  an  unusually  active— and  successful— trader 
in  a  buy-and-hold  market. 

In  volatility, 
opportuni^ 


By  Katarzyna  Wandycz 

Should  TAX-EXEMPT  bonds  be  locked 
away  in  the  safe -deposit  box  until  they 
mature?  Kenneth  J.  McAlley  doesn't 
think  so.  McAlley  trades  tax-exempts 
as  if  they  were  stocks,  and  has  com- 
piled an  enviable  record  doing  so. 

McAlley,  46,  executive  vice  presi- 
dent of  U.S.  Trust  Co.  of  New  York, 
manages  the  $46  million  (net  assets) 
UST  Master  Long-Term  Tax-Exempt 
Fund;  it  boasts  the  best  five-year  total 
return  among  all  long-term  tax-ex- 
empt funds.  For  the  five  years  ended 
June  30,  1991  it  returned  11%  annu- 
ally, according  to  Lipper  Analytical 
Services,  with  as  much  as  a  third  of  the 
ftind's  return  coming  ft-om  capital 
gains.  Even  if  you  adjust  McAlley 's 
returns  for  federal  taxes  on  the  capital 
gains  (which  Lipper  doesn't  do),  the 
fund  still  comes  in  first,  beating  the 
average  tax-exempt  ftind  by  2%  in 
annual  total  return,  according  to  John 
Rekenthaler,  editor  of  Chicago-based 
Morningstar's  Mutual  Fund  Values. 

McAlley  earns  these  impressive  re- 
turns by  moving  aggressively  out  of 
longer- maturity  bonds  when  he 
thinks  interest  rates  are  about  to  rise. 
When  he  thinks  rates  will  fall,  he 
trades  out  of  his  shorter- maturity 
bonds  and  back  into  the  longer  end  of 
the  market.  "You  can  either  be  right 
or  wrong,"  says  McAlley,  "but  you 
have  to  be  a  decision  maker." 

One  very  profitable  decision  was 
staying  out  of  long  bonds  as  rates  rose 
during  most  of  1987.  By  the  time 
crash  day,  Oct.  19,  rolled  around, 
interest  rates  on  long-term  tax-free 
bonds  were  almost  three  percentage 
points  higher  than  in  January' — and 
McAlley's  fimd  was  75%  in  highly 
liquid  short-term  issues.  Out  went  the 

120 


U.S.  Trust's  Kenneth  McAlley 

"You  have  to  be  a  decision  maker." 


short  issues,  in  came  the  long-dated 
bonds,  which  shot  up  in  value  as  the 
Fed  slashed  rates  and  the  markets 
recovered  from  the  crash.  That  year, 
UST  Master  returned  9.6%,  while  the 
average  long-term  muni  ftind  lost  1%. 

When  McAlley  sells  longer-term 
bonds,  he  parks  the  proceeds  in 
shorter-term,  less  volatile  issues.  He 
gives  up  some  yield,  of  course,  but  he 
is  careful  not  to  give  up  liquidity.  He 
views  the  shorter- maturity'  positions 
as  money  that  is  parked  until  a  great 
buying  opportunity  comes  along. 

What's  his  take  on  the  market  now? 
Various  price  indexes  have  con\inced 
McAlley  that  the  economy  is  still  ane- 
mic and  that  interest  rates  may  contin- 
ue to  fall.  In  August  he  began  moving 
aggressively  into  longer-term  issues, 
and  he  continues  to  do  so. 

In  selecting  longer  term  bonds,  he 
looks  for  two  main  attributes:  quali- 
ty— indicated  by  credit  ratings  of  at 
least  AA — and  liquidit>'.  Only  after 


these  conditions  are  met  does  he  look 
for  yield.  Why?  Because  a  lower-grade, 
BBB-rated  tax-exempt  issue  will  typi- 
cally yield  just  50  basis  points  over  an 
AA- rated  issue.  And  if  interest  rates 
rise  or  credit  quality  deteriorates,  the 
bonds  with  the  lower  ratings  not  only 
fall  more  in  price  but  they  also  lose 
much  of  their  liquiditN' — a  potential 
disaster  for  a  trader  like  McAlley. 

Right  now  McAlley  is  bu\ing  15-, 
20-,  and  30-year  AA-rated  bonds 
from  states  with  high  taxes  and  strong 
demand  from  investors;  he  mentions 
Florida  and  Hawaii.  He  has  also  re- 
centiy  started  to  buy  general-obliga- 
tion bonds  of  what  he  perceives  as 
strong  credit  states — these  include 
AA-rated  Washington,  AA-h- rated 
Minnesota,  AA-rated  Wisconsin  and 
AAA-rated  California.  He  believes 
some  strong-credit  states'  general- 
obligation  bonds  have  been  unduly 
punished  by  the  general  concerns 
over  deteriorating  credit  qualit)'.  Act- 
ing on  this  belief,  he  bought  S4  mil- 
lion ofWashington  State  6V4S  of  2009 
in  August.  The  bonds  \ield  6.8%  to 
maturity — quite  attractive  in  compar- 
ison to  the  8.1%  that  Treasury's  matur- 
ing in  2009  currentiy  pay. 

In  the  first  quarter  of  this  year, 
McAlley  also  loaded  up  on  strong 
New  York  State  credits,  like  the  AA- 
rated  Municipal  Assistance  Corp.  of 
New  York  Cit\'  (\ield  to  maturit\  in 
2007,  6.8%)  and  the  A-h-rated  tri- 
boro  Bridge  &  Tunnel  Authority 
(yield  to  maturity-  in  2021,  7%).  De- 
mand for  New  York,  California  and 
other  high -income -tax  states'  issues 
will  probably  increase  as  state  and 
local  politicians  keep  raising  income 
taxes  and/or  eliminating  deductions. 

Some  credit  market  analysts  believe 
that  interest  rates,  intensely  volatile 
during  the  past  decade,  will  soon 
begin  to  stabilize.  That  would  tend  to 
reduce  the  volatility  that  has  enabled 
McAlley  to  add  capital  gains  to  his 
portfolio's  coupon  yields. 

If  rates  do  stabilize,  Mc\llcy  says  he 
may  change  his  trading  strategy'  and 
look  for  more  yield  in  lower  grade 
tax  exempt  issues.  But  he  thinks  the 
continuing  globalization  of  the  credit 
markets  and  an  increasing  supply  of 
bonds  will  keep  interest  rates  and 
bond  prices  fairly  chaotic.  "I  like  vola- 
tility,"  says  McAlley.  "It  creates  op- 
portunitN."  Hi 
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It  won't  b 

before  it  flies. 


72,000.  To  84,000.  To  95,000.  No  one  has 
to  tell  you— thrust  levels  for  the  new  wide- 
body  twins  started  high.  Have  gone  up.  And 
will  go  up  again. 

You  need  an  engine  that  can  keep  up. 

Enter  the  GE90.  The  only  engine  speci- 
fically engineered  to  take  you  through  every 
version  of  the  new  widebody  twins. 

Designed  for  100,000  pounds  of  thrust, 
it  can  easily  be  derated— all  the  way  down  to 
72,000.  Making  it  the  most  versatile  engine 
you  can  buy 

For  all  its  power,  the  GE90  will  have  less 
noise.  Less  emissions.  Less  fuel  consumption 
(up  to  5%  better  than  the  competition). 

And  the  reliability  only  a  derated  engine 
can  deliver. 

Nothing  compares  to  the  GE90.  Designed 
from  day  one  to  take  you  into  the  future. 


Being  built  in  conjunction  with  S  NEC  MA  of  France,  IH I  of  Japan 
and  FiatAvio  of  Italy. 
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As  many  states'  finances  crumble,  new  market- 
oriented  think  tanks  at  the  statehouse  level  are 
challenging  the  old  vested  interests. 

Hidden 
persuadeirs 


By  Janet  Novack 

As  DEBATE  raged  this  summer  over 
Connecticut  Governor  Lowell  Weick- 
er's  proposal  for  a  state  income  tax, 
radio  talk  show  hosts  and  callers  re- 
peatedly cited  a  study  that  found  evi- 
dence that  public  spending  growth 
usually  accelerates  after  a  state  adopts 
an  income  tax.  By  contrast,  the  Weick- 
er  forces  insist  the  income  tax  is  merely 
a  fairer  way  to  balance  the  budget  and 
not  a  means  to  increase  state  spending, 
which  grew  rapidly  in  the  1980s. 

The  study  was  produced  by  the 
previously  obscure  Hartford-based 
Yankee  Institute  for  Public  Policy 
Studies,  one  of  many  pro-free-enter- 
prise think  tanks  that  have  sprung  up  at 
the  state  level  since  1987.  One  or  more 
such  groups  now  operate  in  nearly  30 
states,  says  John  Cooper,  chairman  of 
the  Madison  Group,  a  confederation 
of  free-market  think  tanks. 

Says  Don  Eberly,  president  of 
Pennsylvania's  promarket  Common- 


wealth Foundation  for  Public  Policy 
Alternatives:  "We're  a  small  answer  to 
the  cacophony  of  voices  coming  from 
special  interests,  particularly  labor  in- 
terests, in  the  state  capital." 

With  many  voters  unwilling  to  tax 
themselves  fiirther  to  pay  for  schools 
that  don't  educate  and  public  servants 
who  don't  serve,  there  is  plent}'  to  talk 
about.  The  new  groups  are  producing 
reports  that  push  for  privatization  and 
the  revamping  or  cutting  of  govern- 
ment services.  Their  reports  generally 
oppose  new  taxes  and  advocate  paren- 
tal school  choice.  The  institutes  fond 
their  activities  through  donations 
from  corporations,  foundations  and 
individuals.  Some  hire  outside  aca- 
dernics  to  conduct  their  research. 

Wise  in  the  ways  of  public  relations, 
the  groups  take  a  leaf  from  the  conser- 
vative Heritage  Foundation  b\'  ag- 
gressively marketing  their  ideas  to 
politicians  and  the  public  through 
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briefing  papers,  newspaper  columns 
radio  and  T\  spots  and  conferences. 

In  June  the  Washington  Institute 
for  Policy  Studies  sent  a  pamphlet 
attacking  wastefol  state  spending  (in- 
cluding legislators'  perks)  to  20,000 
citizens  known  to  have  contributed  to| 
state  legislators'  campaigns.  The  leaf- 
let included  the  lawmakers'  home 
phone  numbers.  "You  have  to  be 
willing  to  do  things  that  will  be  very- 
unpopular  if  you  want  change,"  says 
Institute  President  John  Carlson. 

In    Michigan,    by    contrast,    the 
Mackinac  Center  for  Public  Polic)' 
now  plays  something  of  an  insider's 
role.  Conser\ative  Republican  John 
Engler  helped  start  the   Center  in 
1987.  After  he  was  elected  Michi 
gan's  governor  last  fall,  Engler  ap- 
pointed se\'eral  people  associated  with 
Mackinac  to  state  jobs.  Engler  be 
lieves  think  tanks  can  fill  a  new- ideas 
void  in  the  rtates:  "There's  a  disillu 
sionment  with  Washington's  ability' 
to  solve  the  problems.  The  real  action 
is  going  to  be  at  the  state  level." 

Massachusetts'  Pioneer  Institute 
for  Public  Policy  Research  has  also 
ridden  a  new  administration  into 
power.  During  the  late  1980s,  Pio- 
neer Institute  studies  raised  serious 
questions  about  the  wisdom  of  then 
Governor  Michael  Dukakis'  mandat 
ed  health  insurance  law  and  the  eftec 
tiveness  of  his  much-touted  employ 
mcnt  and  training  program  for  wel 
fare  recipients.  After  he  was  elected 
last  fall,  Dukakis'  successor.  Republi- 
can William  Weld,  named  Pioneer 
codirector  Charles  Baker  to  be  his 
undersecretary  for  health.  Weld  has 
also  ordered  state  bureaucrats  to  co- 
operate with  Pioneer  Institute-spon- 
sored projects  looking  into  every- 
thing from  privatizing  Logan  Airport 
to  using  N'ouchers  to  pan  idc  scr\ices 
to  the  mentally  retarded. 

In  state  capitals  and  city  halls 
throughout  the  natii>n,  the  spenders 
are  still  in  control,  but  opptvsition  to 
thorn  is  nrcn\  inn.  Savs  Don  Eberlv,  of 


Pcnnsvhania's 


C'ommon  wealth 


1-oundation:  "Ry  no  means  will  the 
powerful  interest  groups — the  teach- 
ers, the  public  secti>r  workers  and  the 
organizations  that  derive  benefit  from 
gtn ernment  spending — be  driven  out 
by  i>ur  presence."  Still,  the  pro- 
spenders  now  face  a  potentially  per- 
suasive new  opponent.  ^ 
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there  are  banks 
that  can  talk  about 
financial  strength; 
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Strongest  of  the  strong. 
The  ratio  of  capital  to 
risk^weightea  assets  is  a 
key  measure  of  a  bank's 
strength  and  safety.  The 
higher  the  ratio  the 
greater  the  strength. 

According  to  Salomon  Brothers' 
Bank  Annual:  1991  Edition, 
Republic  was  number  one  among 
U.S.  multinational  banks.  Salomon 
Brothers  said,  "Republic  NY  Corp. 
ascended  the  throne  in  this 
category  for  the  first  time  since 
1987,  driven  in  large  part  by  the 
company's  superior  results  in  the 
asset  quality  department." 

"The  most  secure..." 

Even  in  these  uncertain  economic 
times.  Republic  New  York  more 


than  meets  the  test  for  financial 
strength  and  stability.  And  remains, 
says  Oppenheimer  &  Co.  Inc.,  "one 
of  the  most  secure  banks,  if  not  the 
most  secure  bank  in  the  U.S."  With  a 
balance  sheet,  reports  Bear  Stearns, 
that  is  "the  strongest  of  any  major 
bank  in  the  U.S."  "Based  on  safety 
alone,"  notes  Shearson  Lehman 
Brothers  Inc..  "no  bank  can  touch 
Republic  New  York" 

No.l  priority:  Protect 
depositors'  funds. 

Republic's  enduring  strength  lies  in 
a  risk-averse  banking  philosophy 
that  has  not  changed  since  our 
founding.  That  is.  to  protect 
depositors'  funds  in  every  kind  of 
economic  environment.  Our  clients 
know  this.  It's  a  key  reason  they 
bank  with  us— and  stay  with  us. 


They  appreciate  the  fact,  too,  that 
we  always  maintain  an  outstanding 
capital  base,  high  liquidity,  and 
superior  asset  quality. 

We'd  like  you  to  know  more. 

A  good  way  to  start  is  to  write  for 
our  latest  Quarterly  Report  to: 
Information  Center,  Republic 
National  Bank  of  New  York.  Fifth 
Avenue  at  40th  Street,  New  York. 
NY  10018.  Or call(212)  221-6056. 

REPUBLIC 

NAnONALBANK 

OF  NEW  YORK 


ASAFRABANK 
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FACT:  Using  an  Irrevocable  Trust  Can 
Reduce  Estate  Tax  Costs  by  75%  or  More. 


Much  has  been  written  about  the  value  of  Life  Insurance  and  the  ways  in  which 
this  financial  tool  can  help  significantly  reduce  estate  taxes.  The  subject  is  complex 
and  the  advice  given  is  often  conflicting,  confusing,  or  misinformed.  For 
individuals  with  assets  above  three  million  this  issue  is  critical.  But  for  those  who 
know  the  facts  about  Life  Insurance  and  estate  planning,  the  answers  are  simple. 


The  Wealth  Creation  Centers 
concept  simply  involves  transferring 
money  to  an  irrevocable  trust.  Then, 
the  trust  purchases  a  one-payment 
life  insurance  policy  based  on  cur- 
rent assumptions.  Upon  death,  the 
policy  produces  the  money  to  pay 
the  estate  taxes  at  a  substantial  dis- 
count. Uncle  Sam  receives  the  full 
estate  tax  due.  Your  family  can  re- 
tain the  full  value  of  your  estate. 
(For  trust  and  tax  information  see 
your  own  accountant  or  attorney.) 


84%  DISCOUNT  ON  YOUR 
ESTATE  TAX  COST 

$792,731  Transferred  to  Irrevocable 

Trust  Pays  $4,948,000  Tax  on  Your 

$10,000,000  Estate 


GAIN 
$4,155,269 


TRANSFER 
$792,731 

or 

$146,963 

Yearly 

for  7  years 


6.2  TO  1  RETURN 
$4,948,000 


EQUAL  AGE  7(V70 

^^  1991  Barry  Kaye  Associates 


Based  on  current  assumptions 


If  your  estate  is  worth  $3  million  or  more,  call  for  a  free,  no-cost,  no-obligation 

proposal  and  our  videotape:  Save  A  Fortune  On  Your  Estate  Taxes  which  describes 

our  concepts.  These  concepts  can  also  be  used  to  create  huge  wealth  for  children  or 

grandchildren,  or  substantially  leveraged  gifts  to  charity.  Call  the  original  creators 

of  the  estate  tax  cost  discount  program  now  at  800-932-5841. 


Av.nl.iMo  in  KvA^ioiv^ 


Barry  Kaye,  author  of 
Save  a  FortMne  «»« 
Your  Estate  Taxes 


Wealth  Creation  Centers 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

1901  AVENUE  OF  THE  STARS.  SUITE  500 
LOS  ANOELES,  c:A  90067 
21V277-9400  FAX:  213-282-0775 

fi|wi  We-mth  Creation  CENTtRs 


S.\\TA 
ONVOl'R 

EST.m: 
lAXES 


"Much  usolul  advice 
fu^m  a  pn>."-  Foi+os 


Not  so  long  ago  Amerada  Hess  and  its 
30SS  both  seemed  on  their  last  l^s. 
But  look  at  them  tx)th  today. 

It's  not  over 
until  it's  over 


Bv  Howard  Rucinit5k\- 


of  the  take  shcwki  be  aboirt  $1  biUkM. 


Only  a  few  years  back.  New  Yoric- 
based  Amerada  Hess  was  viilnerabic 
to  a  takeovier.  In  1986  its  boss  and 
largest  shareholder,  Leon  Hess,  was 
~2.  and  the  company  lost  S219  mil- 
lion on  $4  billion  in  sales  that  year  and 
was  tbrced  to  eliminate  its  51.10  a 
share  di\idend.  Its  market  value 
plunged  from  a  high  of  nearh'  $3 
billion  in  1985  to  $1.4  billion  as  its 
stock  dropped  from  34  to  I6V2.  T. 
Boone  Pickens  was  nrnxxcd  to  have 
bought  a  sizable  Amerada  block  be- 
fore selling  out.  The  company  also 
beat  off  a  shareholder  proposal  to 
break  it  up  into  three  separate  entities. 
Chairman  Leon  Hess,  uix)  had 
built  the  comptany  from  a  feu'  fiid 
deliverv'  trucks  into  an  $8  billion  ( rrv - 
enues  I  integrated  oil  company,  was 
not  about  to  see  his  whole  life's  work 


dismanded. 

The  danger  has  passed.  Amerada 
shares  are  novK  at  57,  about  five  times 
estimated  1991  cash  flow.  The  77- 
year-old  Leon  Hess,  who  contrcrfs 
some  15%  of  the  81  million  shares,  is 
still  in  full  command.  Wliile  many  oil 
companies  urre  showing  modest 
gains  in  oil  and  gas  production  in 
1991's  first  half,  .\merada's  produc- 
tion was  rising  b\-  19%. 

This  follo\^5  sharp  gains  in  sales  and 
earnings  for  Amerada  in  1989  and 
1990.  Further  gaiiis  in  oil  and  gas 
production  arc  ensured  by  Amerada's 
35%-owned  Scon  Field,  off  the  coast 
of  the  U.K.,  wliich  will  start  produc- 
ing hea\ih-  in  early  1994. 

At  the  Scon  Field,  u-hich  .\mcrada 
found  in  1987,  Hess  ^^^1I  have  to 
spend  S800  million  to  bring  the  field 


into  production,  but  his  share  of  the 
take  should  be  around  200  million 
barrek  (worth  about  SI  billion  at  an 
assumed  S5  a  barrel  >. 

In  addition  to  other  North  Sea 
production  and  a  10%  interest  in  the 
large  Rabi  Kounga  chI  field  in  Gabon 
(West  Africa),  Amerada  has  acquired 
sizable  gas  and  chI  production  in  the 
Gulf  of  Mexico  off  Texas  and  Louisi- 
ana. In  1989  .\mcrada  bought  the 
oflshore  j>roduction  of  Transco  Ener 
g\  Co. — 518  billion  cubic  fc 
rescrv  cs  and  1 2  million  barre 
for  S866  million;  it  has  siiKe  added 
100  billion  cubic  feet  of  natural  gas  to 
the  Transco  reserves. 

-\mcrada's  St.  Croix,  V.I.  refinen 
has  long  been  an  albatross,  producing 
mosdy  chick,  low-value  residual  fuel 
oil  for  boilers,  which  has  been  in  slack 
demand.  The  refiner\  was  hard  hit  by 
the  devastating  Hurricane  Hugo, 
which  swamped  the  Mrgjn  Islands  in 
September  1989,  knocking  out  pro- 
duction; it  took  a  \ear  to  completely 
rebuild  the  tacilin. .  But  St.  CroLx  may 
not  be  an  albatross  much  longer,  and 
Leon  Hess  is  ^>ending  over  S800 
million  to  upgrade  it  against  the  da\ 
when  stringent  en\-ironmental  stan- 
dards make  it  almost  impossible  to 
build  new  refineries  to  meet  a  grow- 
ing need  for  oil  products. 

B\  late  1993  the  company  will  have 
completed  a  new  75,000-barrel-a-day 
fluid  catal>-iic  cracking  facility-,  en- 
abling the  refinery  to  convert  most  of 
the  residual  fuel  into  more  profitable 
motor  gasoline.  Amerada  will  also 
construct  at  St.  Croix  a  facility-  to 
produce  high-octane,  deaner-lnim- 
ing  gasolines  to  meet  stricter  federal 
regulations  in  1995. 

Smith  Bamex's  Michael  Young  es- 
timates that  -\merada's  cash  flow  this 
vear  will  be  about  SI 2  a  share,  up 
from  S7.15  in  1988.  By  1995  that 
could  nse  to  S23  a  share.  If  Young  is 
correct  about  that,  Amerada's  current 
price  of  S57  a  share  could  turn  out  to 
be  ver\-  cheap. 

After  Leon  Hess,  what?  In  the  sec 
ond  half  of  this  decade  President  and 
Chief  Op»erating  OflScer  Roben 
Wright,  now  66,  will  be  in  his  70s. 
That  will  probably  leaxr  the  top  iob 
wide  open  for  Leon's  son,  John  Hess, 
37,  now  senior  executixx  \ice  presi- 
dent in  charge  of  North  .\merican 
exploration  and  production.  ■■ 
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WHAT,   NO  THUMPING   DISCO   BEAT?  families.  Youth  and  teen  programs  that  build  self- 

Not  a  muscle  shirt  or  skimpy  leotard  in  sight?  esteem.    As    well    as    being    ilu-    largest    provider 

What    sort    of   exercise   class    is    this?  of  child  care  in  the  nation. 


Well,  it's  called  "Twinges 
in  the  Hinges,"  a  class  devoted 
to  improving  the  flexibility 
of  arthritis  sufferers.  And 
it's  putting  a  spring  into  many 
a  step  thanks  to  the  Arthritis 
Foundation  of  Southern 
California  and  the  YMCA 
who,  together,  developed 
this  program. 

At  7:30  AM  sharp,  four 
mornings  a  week,  a  sprightly 
72-year-old  Peggy  Snow  leads 
•      her  class  into  the  Torrance-Soulh  Bay  YMCA  pool 
for  an  hour's  "watercise." 

An  arthritis  sufferer  hefself,  she  found  the  program 
so  beneficial  she  volunteered  to  teach  it  to  others. 

And  in  5  years,  Peggy's  never  missed  a  class. 

"Some  of  my  regulars,  like  Robert  here,  have 
been  coming  for  years.  We  really  care  for  and  support 
each  other.  We'd  bend  over  backwards  for  one  another, 
if  we  could,  '  she  laughs. 

"Twinges  in  the  Hinges"  is  just  one  of  many 
health  and  fitness  programs  the  YMCA  provides 
for  the  community. 

It  also  offers  parent-child  programs  that  strengthen 


But  are  we  talking  about 

the  same  YMCA,  the  gathering 

point  lor  happy  campers  and 

'       many  a  tireless  basketballer, 

f 

'i      we  hear  you  ask.' 
None  other. 

However,  what's  not  widely 
known    is    that    the    YMCA 
has  for  many  years  embraced 
all    comers    regardless    of 
age,  sex  (almost  half  its  mem- 
bers are  female),  religion  or 
ethnic  origin. 
"Aren't  we  all  one   family?"  asks   Dave  Cason, 
Torrance's  director.  "You  bet.  The  way  we  see  it, 
we're  the  Family  Y,  and  we've  a  couple  of  hundred 
million  or  so  people  to  reach  out  and  care  for." 

It's  this  concept  of  conimunitx    that   prompted 
Toyota  to  help  fund  the  construction  of  the  teaching 
pool  back  in   1985.  And  to  continue  our  support  of 
the  exciting  new  projects  underway  this  year. 
But  why  the  Y? 

Because  we  know  of  no  other  1  17-vear-old  that's 
so  healthy  and  flexible. 

TOYOTA 

INVKSriNC;  IN    IHK  INDIX  IDUAL 


Business  horizons  in  South  Africa  have  opened  as  wide  as  the  veldt  with  the 
collapse  of  apartheid.  Nobody  stands  to  gain  as  much  as  Anglo  American. 

Hany  Oppenheimer, 
African  empiire  bnildei*, 
is  smiling  again 


By  Peter  Fuhrman 


Harry  Oppenheimer  with  son  Nicky 
The  last  of  a  great  generation 
of  African  empire  builders. 
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I  In  Angola,  Cuba's  Marxist  merce 
I  naries  have  gone  sullenly  home  anc 
1  are  being  replaced  by  capitalist  man 
agement,  there  to  organize  produc 
tion  of  what  may  be  the  last  greai 
source  of  subterranean  diamonds  ir 
Africa.  In  Namibia,  which  just  \i. 
months  ago  was  convulsed  by  civt 
war,  three  new  mines  \\  ere  opened  \A 
foreign  businesses  blazing  an  entre-* 
preneurial  trail. 

Black  African  countries  that  rou^ 
tineh'  accused  capitalist  employers  ol 
"racist  oppression"  and  "colonial  ex-, 
ploitation'"  are  hastily  rolling  out  the 
welcome  mat.  "Now  there  will  be 
opportunities  again  to  do  what  we  set 
out  to  do  60  years  ago  \\  hen  I  started 
in  business,  to  become  ver\'  active 
across  all  of  southern  Africa,  "  says 
Harr)'  Oppenheimer. 

Oppenheimer,  now  83,  retired  in 
1982  after  25  years  as  chairman  of  the 
might>'  gold  and  minerals  holding 
company  Anglo  American  Corpora- 
tion. Together  with  its  no  less  power- 
ful sister  firm,  De  Beers,  which  rules 
o\cr  the  world's  diamond  business, 
these  intertwined  congk>mcrates  lord 
it  over  the  African  economic  scene;  in 
embattled  St>uth  Africa  alone  their 
activities  acci>unt  for  nearly  1 0%  of  the 
c;np.  But  their  horizons  have  been 
narrowed  by  siKialist  experimenters 
M\i\  racial  hatreds.  Fhe  dignified  pa- 
tnarch  bcci>mes  animated  as  he  talks 
about  how  the  settlement  of  pt>litical 
ditferences  and  the  collapse  of  statism 
promise  \o  make  .Vfnca's  future  as 
bright  as  its  present  is  bleak. 

The  chairmanship  of  .-Vnglo  Amen 
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Choosing  a  retirement  plan  that's  right  for  your 
business  and  personal  needs  isn't  easy.  Whether 
your  goal  is  to  minimize  costs,  maximize  benefits 
or  build  personal  wealth,  your  local  Merrill  Lynch 
Financial  Consultant  can  help. 

First,  we'll  assist  you  in  designing  a  qualified 
plan  or  review  your  existing  plan  to  help  you  make 
the  most  of  your  tax-deductible  contributions- 
updated  automatically  with  changes  in  tax 
legislation. 

Next,  we  offer  more  flexibility  with  many 
investment  choices.  And,  you  can  simplify  the 
management  of  your  plan  assets  through  our  CMA® 
for  Retirement  Plans  account. 

Finally  we  can  help  reduce  your  annual 
administration  time  and  expense. 

Choose  all  our  services  or  just  one.  To  find  out 
more,  talk  to  a  Merrill  Lynch  Financial  Consultant, 
return  the  coupon  below  or  call  us  toll-free, 
Monday  through  Friday 


1-800-637-7455,  Ext.  5962 


r 


Mail  to:  Merrill  Lynch,  Pierce,  Fenner&  Smith  Inc. 
Response  Center 
RQ  Box  30200 
New  Brunswick,  NJ  08989-0200 
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Anglo  American 

can  has  passed  to  Harry's  former  per- 
sonal assistant,  Julian  Ogilvie 
Thompson.  Son  Nicholas  Oppenhei- 
mer,  46,  is  being  groomed  for  the  top 
job.  (Today  he  heads  up  De  Beers' 
diamond  sales  operation  in  London.) 
Harry,  however,  remains  the  guiding 
light  of  the  company,  even  though  he 
holds  no  formal  managerial  tide  and 
his  family  owns  just  8%  of  the  equity. 

Harry  Oppenheimer  is  the  last  of  a 
great  generation  of  African  empire 
builders.  His  days  of  grandeur  and 
territorial  aggrandizement,  however, 
had  wound  down  in  the  1960s,  when 
the  tightening  of  apartheid  in  South 
Africa  and  the  growing  virulence  of 
Afrikaner  nationalism  led  to  threats  to 
nationalize  his  profitable  mines.  That 
was  followed  by  the  steady  withdraw- 
al of  capital  by  American  and  Europe- 
an investors.  Elsewhere  in  Africa, 
newly  independent  nations  lurched  to 
the  left,  nationalized  existing  mines  or 
taxed  others  to  death. 

Most  of  black  Africa  stagnated  or 
worse,  while  white -ruled  South  Africa 
became  an  outcast  among  nations. 

The  worst  is  over.  Anglo  American 
is  clambering  from  its  bunker.  As  the 
southern  part  of  the  continent  revives 
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economically,  the  Oppenheimer 
group  of  companies  will  be  presented 
with  tremendous  opportunities.  An- 
glo, the  gold  and  diamond  mining 
company  established  by  Harry's  fa- 
ther, Ernest,  became  under  Harry  a 
sprawling  industrial  holding  compa- 
ny. It  now  controls  over  1,300  busi- 
nesses, ranging  from  breweries  and 
vineyards  to  auto  assembly  plants, 
travel  agencies  and  the  world's  largest 
platinum  mine.  Anglo  American  and 
De  Beers  have  a  combined  market 
capitalization  of  $21  billion  and  each 
is  the  other's  largest  shareholder. 

Harry  Oppenheimer  points  out 
that  he  was  often  an  unwilling  con- 
glomerator.  Exchange  controls  and 
South  Africa's  political  isolation  left 
the  company  with  littie  choice  but  to 
reinvest  excess  cash  flow  at  home. 
Expanding  in  South  Africa  was  a  key 
protection  against  nationalization  of 
mines  and  minerals. 

But  whether  the  acquisitions  were 
accidental  or  not,  Oppenheimer  is 
now  happy  with  many  of  his  new 
businesses,  especially  the  steel  and 
paper  businesses  started  from  scratch 
in  the  1960s.  There  are  plans  to  ex- 
pand production  to  enter  export  mar- 


kets formerly  closed  off"  by  interna- 
tional sanctions. 

Because  it  has  capital  and  manage- 
rial knowhow  in  abundance,  both  in- 
gredients in  short  supply  in  Africa, 
Oppenheimer  is  convinced  that  An- 
glo American  can  play  the  key  role  in 
lifting  Africa  out  of  the  quicksand  of 
poverty,  charity  and  bureaucratism. 
Mineral  resources,  untapped  or  un- 
skillftilly  managed,  are  enormous. 

Oppenheimer  sees  the  De  Beers 
diamond  mines  in  South  Afiica's 
northern  neighbor,  Botswana,  as  the 
prototype  for  his  companies'  fijturc 
actions.  In  1982  the  company  opened 
a  mine  that  has  exceeded  its  fondest 
hopes.  The  Jwaneng  mine  is  now  the 
largest  producer,  by  value,  of  gem 
diamonds  in  the  Western  World.  Div- 
idends from  the  mine  and  from  the 
country's  2.5%  shareholding  in  Dci 
Beers  provide  Botswana  with  over 
60%  of  its  national  income.  Botswana 
enjoys  the  second -highest  per  capita 
income  in  black  Africa.  Diamond  pro- 
duction there  is  now  being  boosted, 
by  one -third.  ji 

For  all  the  strings  added  to  Anglo's 
bow  during  the  closed  period  under 
apartheid,  its  main  strengths  lie  justt 

Julian  Ogilvie  • 

Thompson 

"Nothing 

can  or  will 

render 

diamonds 

obsolete." 
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There  are  three  standards 
for  measuring  banks: 
Moody's,  S&P  s  and  our  clients! 


Today  a  bank's  credit  rating  is  an  especially 
important  performance  standard. 

So  it  is  noteworthy  that  Union  Bank  of 
Switzerland  stands  among  only  a  handful  of 
banks  rated  Triple-A. 

But  our  clients  have  come  to  expect  more 
of  UBS  than  the  highest  rating  major  credit 
agencies  assign. 

It  is  these  expectations  that  have  led  us  to 
conduct  business  on  the  basis  of  long-term 
relationships.  Apply  sound  credit  judgment  in 


innovative  ways.  And  deploy  our  resources 
and  assets  to  accomplish  meaningflil  objectives 
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worldwide. 

Union  Bank  of  Switzerland.  One  Triple-A 
rated  bank  committed  to  standards  in  com- 
mercial banking,  investment  banking  and  asset 
management  that  measure  up  to  the  needs  of 
the  most  important  group  of  all.  Our  clients. 


Union  Bank  of  Switzerland,  299  Park  Avenue,  New  York,  NY  10171 

Office<;  In  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco.  Toronto,  Montreal 
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where  they  always  have:  in  diamonds 
and  gold.  The  two  are  faring  rather 
difFerendy. 

De  Beers'  diamond  mines,  especial- 
ly Jwaneng,  are  among  the  most  con- 
sistently profitable  operating  busi- 
nesses in  the  world.  As  a  rule  of 
thumb,  De  Beers  expects  its  new  dia- 
mond mines  to  earn  a  300%  return  on 
capital  over  a  ten-year  life.  Later  this 
year,  for  example,  De  Beers  will  open 
its  first  major,  new  South  African 
diamond  mine  in  over  a  generation. 
The  Venetia  mine,  which  cost  $400 
million  in  upfront  investment  and 
should  yield  diamonds  for  no  less  than 
20  years,  is  expected  to  unearth  in  its 
first  year  diamonds  worth  $250  mil- 
lion on  the  wholesale  market,  with 
operating  costs  of  under  $25  million. 

These  margins  arc  a  consec]ucncc 
of  De  Beers'  talent  for  prescning  its 
cartel.  In  the  last  year,  all  major  dia 
mond  producers,  including  the  So\'ict 
Lhiion  and  Australia,  renewed  their 
deals  to  sell  predominantly  through 
De  Beers,  which  takes  a  1 0%  commis 
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sion  on  all  sales.  De  Beers'  dividends 
are  the  largest  contributor  to  Anglo 
American's  consolidated  profits — 
$100  million  of  last  year's  total  profits 
of  $490  million.  With  hardly  a  bump, 
De  Beers  is  weathering  the  economic 
recession.  Boosted  by  $157  million  in 
advertising,  sales  this  year  should 
match  the  $4.1  billion  achieved  last 
year.  "We're  fortunate  to  have  a  prod- 
uct that  is  unaffected  by  fashion  and 
that  nothing  can  or  will  render  obso- 
lete," says  Anglo  and  De  Beers  Chair- 
man Julian  Ogilvie  Thompson. 

The  De  Beers  cartel  sunives  be 
cause  it  is  a  relatively  small  market  in 
which  centrally  set  prices  hold.  Total 
wholesale  gem  diamond  sales  this  year 
will  run  to  about  55  million  carats — 
1 1  tons  of  stones — \\'orth  under  $5 
billion.  And  much  of  that  consists  of 
shards   of  middling   quality.    These 
specks  come  mainly  from  Australia's 
Argyle  mine.  Since  Argyle  began  pro 
ducing  in  the  mid  1980s,  total  dia 
mond  sales  have  doubled. 

These  small  diamonds  are  cut  in 


ABOVE: 

Gold  mining 
LEFT: 

Mining  diamonds 
While  gold 
mining  ails, 
the  diamond 
mines  remain 
among  the  most 
consistently 
profitable 
operating 
businesses 
in  the  world. 


India  and  sold  cheap.  It's  the  stone 
o\  er  1  carat  that  pay.  These  make  u[ 
fewer  than  15%  of  the  total  sold  but! 
account  for  over  50%  of  the  total] 
turnover  of  De  Beers'  London  selling] 
operation.   "In   some  cxtraordinan' 
way,  where  God  pro\ides  diamonds 
in  abundance.  He  provides  them  in 
veiy  low    qualities,"  explains  Harr\' 
Oppenheimer.  He  has  kept  his  De 
Beers  board  seat,  he  says,  out  of  a  love 
for  the  business,  but  also  to  retain  a 
strong  Oppenheimer  family  connec- 
tion, important  in  a  wholesale  trade 
that  still  runs  on  a  mixture  of  taist  and 
old  familv  tics. 

By  ci>ntrast,  gi>ld  mining,  once 
.\nglo's  kitty,  has  hit  tough  times. 
.\nglo  is  still  the  Western  World's 
largest  pri>ducer,  mining  1 1 ,000  tons 
of  Hold  in  the  last  oO  \  ears— 10%  of  all 
the  known  gold  in  the  world.  I^st 
year's  output  of  250  tons  earned  An- 
glo $3.1  billion  in  revenues.  But  the 
profitability  i>f  its  gold  mines,  mea- 
sured by  their  operating  margins  be- 
fore tax  mk\  capital  spending,  hit  an 
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Anglo  American 

alltime  low  of  21%.  Gold's  contribu- 
tion to  Anglo's  earnings  fell  to  just 
16%  of  the  total,  down  from  a  historic 
average  of  over  40%. 

Part  of  the  problem  is  that  the  gold 
price  stays  below  $400  an  ounce,  even 
during  a  world  crisis  like  a  Soviet 
coup.  One  solution  is  better  control 
of  mining  costs,  which  have  been 
rising  at  Anglo  by  over  15%  a  year 
compounded  since  1975.  Its  cost  of 
production  is  now  over  $300  an 
ounce,  at  least  20%  above  the  average 
production  cost  of  U.S.  gold  mines. 

The  reasons  become  graphic  2 
miles  below  ground  at  Anglo's  West- 
ern Deep  Levels  mine.  Mining  there  is 
prett)'  crude:  Detonate  a  few  sticks  of 
dynamite  and  then  send  men  down 
with  hand  drills  to  chip  away  at  the 
stone.  It's  a  bit  like  felling  an  acre  of 
forest  to  recover  a  single  branch. 

Anglo  plans  to  mechanize  Western 
Deep  Levels  and  other  deep  mines. 
That  will  reduce  the  tonnage  of  waste 
stone  lifted  to  the  surface.  Expensive 
underground  train  lines  are  being  re- 
placed in  newer  shafts  by  fast,  trackless 
hauling  equipment. 

But  Anglo  thinks  it  can  also  do  in 
gold  at  least  some  of  what  De  Beers 
has  done  in  diamonds:  Boost  profit- 
ability by  stimulating  consumer  sales. 


Sir  Ernest 
Oppenheimer 
in  1954 
"The  aims 
of  the  group  are 
to  earn  profits 
and  to  make 
a  permanent 
contribution 
to  the 

development 
of  southern 
Africa." 


Investors,  save  for  a  few  die-hard  gold 
bugs,  have  steered  clear  of  the  metal 
for  five  straight  years.  When  all  else 
fails,  try  the  hard  sell.  Anglo  is  asking 
other  major  gold  producers  to  join  it 
in  a  major  promotion  to  push  sales  of 
high-karat  gold  jewelr\'.  Gold  jewelry 
sales  tripled  in  the  1980s.  And  this 
year  almost  2,000  tons,  or  95%  of  the 
world's  new  gold  production,  will 
flood  into  the  jewelry  market. 

The  idea  of  aggressively  marketing 
gold  is  something  of  a  damascene 
conversion  for  Anglo  American. 
"We'd  fallen  into  that  fault  of  people 
who  run  centrally  planned  econo- 
mies: If  you  produce  it,  people  will 
want  it,"  explains  Clem  Sunter,  who 
recently  took  over  management  of 
Anglo  American's  gold  operations. 
Shorn  of  mysterv',  gold  is  just  the 
world's  oldest  luxury  product. 

It  would  take  a  sustained  gold  price 
of  over  $400  an  ounce  before  Anglo 
rushed  to  launch  development  of 
what  could  be  its  largest  gold  deposit 
ever,  Potchefstroom  Gap.  Located 
west  of  Johannesburg  in  the  1 50-mile 
arc  of  the  Witwatersrand  Basin, 
Potchefstroom  Gap  is  a  proven  de- 
posit of  8,000  tons  of  gold,  but  much 
of  it  is  in  hard  quartzite  rock  over  2.5 
miles  below  the  surface,  where  the 
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rock  face  is  about  130  degrees  Fahr- 
enheit. To  mine  the  gold,  Anglo  will! 
have  to  pump  down  cooling  slush,1 
pushing  likely  production  costs  above] 
$350  per  ounce  in  today's  money. 

It  might  cost  up  to  SI. 5  billion  toj 
bring  such  a  mine  into  operation.! 
That  kind  of  money  has  been  tough  to 
raise,  not  only  because  of  low  gold 
prices,  but  also  because  U.S.  sanc-j 
tions  blacklisted  South  African  stocks. 
As  things  now  stand,  shares  in  Anglo 
American's   gold    mines,   based   on 
their  price/earnings  ratio  and  pro-j 
jected  life  of  the  mines,  are  about  half] 
the  price  of  shares  in  U.S.  and  Canadi- 
an mines. 

As  South  Africa  is  reintegrated  into  I 
the  world  economy,  this  could  I 
change.  South  African  gold  shares 
might  move  closer  to  the  level  of  gold 
shares  elsewhere,  making  it  easier  to 
raise  money  for  new  South  African 
deep  mines  r cross  the  Wit\vatersrand 
Basin,  where  up  to  40,000  tons  of| 
metal  lie  buried. 

But  will  South  Africa's  reintegra- 
tion abroad  be  achieved  without  terri- 
f\'ing  disorder  at  home.'  South  Africa 
is,  of  course,  in  the  midst  of  an  up- 
heaval which  rivals  that  in  the  So\iet 
Union.  As  was  demonstrated  in  Sovi- 
et Russia,  the  looming  threat  is  one  of 
reckless  political  violence.  South  .\fri- 
ca,  too,  faces  potential  radicalism  dur- 
ing the  transition  to  democracy. 

Soon  after  his  release  fi'om  prison 
last  year.  Nelson  Mandela  began 
floating  the  idea  that  a  future  black 
majority'  government  might  seek  to 
nationalize  Anglo  .American's  gold 
mines.  A  year  on,  wise  counsel  seems 
to  be  prevailing.  Oppenheimer  recalls 
a  conversation  with  Mandela,  who 
told  him:  "There  are  economic  and 
political  injustices  that  must  be  right 
ed,  and  how  can  we  do  this  if wc  don't 
nationalize  the  great  wealth  of  the 
mines  and  use  it  for  the  people.-" 

'T  agree  there  have  been  injus- 
tices," Oppenheimer  responded, 
''but  if  yiHi  do  nationalize  the  mines 
do  you  intend  to  pa>  for  them  or  just 
take  ihcm-" 

"We  are  \er\-  respectable  people 
and  will,  of  course,  pay  for  them." 

"But  if  you  pay  a  fair  price,  how  will 
you  then  end  up  with  any  more  mon- 
ey to  spend  righting  those  injustices 
than  when  you  began.'" 

The  logic  is  self  evident,  but  U>gic 
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"At  Credit  Suisse,  Switzerland's  third 
largest  bank,  we  enjoy  a  worldwide 
reputation  for  service  and  reliability. 
The  blackout  on  Wall  Street?  It  could 
have  been  a  disaster  for  us.  We  would 
have  lost  billions  In  transactions. 
Could  have  Incurred  thousands  In 
penalties.  But  the  day  our  computer 
system  went  down,  we  didn't. 

"We'd  contracted  with  Digital's 
Recovery  Services. 

"From  a  dedicated  backup  site, 
Digital  was  able  to  protect  all  our 
critical  applications.  Within  minutes, 
they  were  helping  us  to  run  our 
business  as  usual. 

"The  Digital  team  quickly 
established  critical  links  to  the 
Federal  Reserve,  to  the  New  York 
Clearinghouse,  to  our  home  office 
in  Zurich,  and  to  our  California  and 
Florida  operations.  Afterwards,  they 
gave  us  all  the  support  we  needed. 
Working  with  us  24  hours  a  day,  for 
over  a  week. 

"In  every  sense  of  the  word.  Digital 
kept  Credit  Suisse  open  for  business. 
At  a  time  when  we  could  have  been 
left  in  the  dark." 

Now,  Digital  can  open  your 
company  to  possibilities  you  never 
thought  possible.  With  support  and 
services  that  set  entirely  new  stan- 
dards for  flexibility  and  responsive- 
ness. And  with  our  unique  Network 
Application  Support  (NAS)  that 
integrates  all  your  applications  and 
systems  far  easier  and  less  expen- 
sively than  ever.  To  keep  you  in 
control  of  your  business.  Even  under 
the  most  unlikely  circumstances. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  129 
Parker  Street,  K29,  Maynard. 
MA  01754-2198.  Or  call  vour 
local  Digital  sales 
representative. 
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FIDELITY  MAGELLAN  FUND 


The  Record  No  Other 
Flind  Can  Match 


Why  Choose  Fidelity 

For  Stock  Market 

Investing? 

'  Managing  over  $45 
billion  in  equity  assets. 

'  Our  analysts  and  port- 
folio managers  contact 
over  6,000  companies 
annually. 

'  Over  40  years  of  stock 
market  experience. 


Magellan:  #1  Performer  for  15  Years* 

Magellan  searches  for  long-term  growth  in  the 
stock  of  any  type  of  company-large  and  small,  at 
home  or  abroad.  It's  a  fundamental  approach  that 
means  getting  to  know  the  companies  we  invest  in 
personally.  And  it's  an  approach  that  has  helped  make 
Fidelity  Magellan  the  best  performing  stock  fund 
in  the  nation  for  the  15-year  period  ended 
6/30/91.  As  with  any  stock  investment,  share  price 
and  return  will  varv. 


*According  to  Lipper  Analvtical  Services,  Magellan  ranked  #1  out  of 
360,  #1  out  of  442,  #(i4  out  of  939,  and  #216  out  of  1777  funds  for  the 
S,  10,  S,  and  1  \ear  periods  ended  6/30/91.  respectiveh  (portfolio  manager  changed  6/1/90). 


1-800-544-8888    24  hours 


FideUty  Majgellan  Fund.  For  more  complete  information  including  management  fees  and 
the  fund's  3%  sales  charge  and  expenses,  please  call  or  write  for  a  free  prospectus.  Read  it  carefully 
hefore  vou  invest  or  send  monev.  Fidelity  Distributors  Corporation  (General  Distribution  .\gent),  P.O. 
1?()\  660603.  Dallas,  TX  75266-0603. 
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Invest  where  you  get 
the  greatest  return. 


Invest  in  America's  independent 
colleges  and  universities. 

They  produce  over  50%  of  the 
nation's  corporate  leaders,  yet  they 
enroll  a  mere  2 I'M)  of  the  total 
saident  population. 

They  are  also  responsible  for 
more  than  half  the  recent  break- 
throughs in  a.stronomy,  chemi.stry,  ; 
mathematics  and  earth  .science 

Call  us  for  infonnation  on 
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supporting  independent  higher  edu- 
cation through  .scholarships,  targeted 
giving  programs,  or  unrestricted 
grants. 

No  investment  mc^re  directly 
Ix^nefits  your  company's  fuaire.  Or 
yields  a  higher  return. 

Foundation  for  IndefXMulent 
^=  I  ligher  Hducation,  Fi\e  Lindmaik 
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Anglo  American 

doesn't  always  rule  in  politics.  In  po-    §1 
litically  immature  Africa  it  tends  to 
rule  even  less  often  than  elsewhere  inJln; 
the  world. 

Oppenheimer  thinks  the  answer 
Ues  not  in  persuasion  but  in  encourag 
ing  the  black  communitv'  to  build  its 
stake  in  the  capitalist  system.  Anglo 
itself  is  expanding  startup  loans  to 
small  mine-services  businesses,  selling 
off  its  employee  shops  and  housing  on 
the  mines  and  distributing  shares  to 


South  Africa  is  in  the 
midst  of  an  upheaval  that 
rivals  that  in  the  Soviet 
Union.  The  looming 
threat  is  one  of  sudden 
political  violence  and  po- 
tentially of  radicalism 
during  South  Africa's  tran- 
sition to  democracy. 

its  black  work  force. 

Winning  over  the  opposition  by 
giving  them  a  piece  of  the  action  is  a 
technique  Oppenheimer  has  succeed- 
ed with  before.  Some  25  years  ago  he 
sold  the  controlling  stake  in  South 
Africa's  second-largest  mining  group, 
Gencor,  to  Afrikaner  businessmen. 
Until  then,  Afrikaners  had  lacked  any 
real  presence  in  the  countn's  indus- 
trial economy.  That  Afrikaner  owner- 
ship spread,  and  with  it  a  recognition 
that  apartheid  laws  stitled  economic 
growth  by  depri\ing  a  majority-  of  a 
decent  education  and  a  li\ing  wage. 

Oppenheimer  thinks  the  blacks  can 
be  co-opted  to  capitalism  and  to  a 
harmonious  multiracial  scxiet)'  by 
similar  means.  There  is,  he  says,  no 
firm  guarantee  this  will  happen.  It  is 
not  inconceivable  that  violence 
among  rival  contestants  to  power  in 
the  black  community'  will  continue  to 
mar  the  transition.  It  is  not  inccMiceiv- 
able,  too,  that  the  white  working  class 
will  resist  with  violence  any  threat  to 
its  privileged  position.  Nc\erthclcss, 
Harr>-  Oppenheimer  is  optimistic  in  a 
way  he  hasn't  been  for  years. 

"I  am  immenseh  pleased  with  w  hat 
is  happening,"  Oppenheimer  reflects, 
"and  my  ambition  is  to  live  long 
enough  now  to  sec  a  tullv  ci\ilized 
St)uth  .\tnca."  lo  him  "civilized" 
means  free  o\'  barbarisms  like  apart 
heid  and  Marxism.  WM 
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'Simplify,  SimpUfy!'' 

Applied  Metelligence 
from  Fansteel/VR  Wesson 
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Well  over  a  century  ago,  Thoreau  dispensed 
advice  of  critical  importance  to  modern 
manufacturing:  "Simplify,  Simplify!" 
A  half  century  ago,  Fansteel/VR  Wesson 
became  a  major  producer  of  tools  and 
tungsten  carbide  bits  for  the  mining  and 
construction  tool  industries.  Today,  the  advent 
and  installation  of  Computer  Numerically 
Controlled  machining  at  our  Lexington, 
Kentucky  plant  has  turned  Thoreau's  advice 
into  a  great  competitive  advantage. 

etelligence 

We  now  purchase  partially  machined  tool 
holder  forgings  and  produce  a  range  of 
products  from  them.  The  results? 

•  Inventories  are  reduced. 

•  Slow  moving  products  are  remanufactured 
into  those  in  greater  demand. 

•  More  forgings  of  fewer  parts  are 
purchased,  minimizing  forging  errors. 

A  "simple"  exercise  in  Applied  Metelligence 
from  Fansteel/VR  Wesson .  .  .  and  another  reason 
it  will  pay  you  to  know  more  about  us. 


These  tungsten  carbide  bits  and  their 
blocks  are  representative  of  the  tools 
produced  by  VR  Wesson-Lexington  for 
the  construction  and  mining  industries. 


[Fansted 

1  Tantalum  Place 

North  Chicago.  IL  60064 

708-689-4900 
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UP  &  COMERS 


Randy  Samelson  sold  wealthy  investors  on  Stoneridge 
Resources.  His  ideas  were  fine  but  his  execution  terrible. 

A  slight 
miscalculatioii 


By  Seth  Lubove 

R,ANDON  Samhlson  is 
nothing  if  not  precocious. 
As  a  high  school  sopho- 
more in  suburban  Detroit, 
he  managed  a  stock  tiind 
for  his  teachers.  By  the  time 
he  was  in  his  early  30s,  the 
lanky  son  of  a  builder  was 
constructing  office  parks  in 
Detroit  and  environs,  while 
at  the  same  time  dabbling 
in  commodities  and  stocks. 

Samelson,  now  42, 
mo\ed  into  the  big  time  in 
the  mid- Eighties,  when  he 
got  backing  from  entrepre- 
neur George  Valassis.  Va- 
lassis  made  his  fortune  founding  G¥\' 
Communications,  the  nation's  largest 
publisher  of  newspaper  coupon  in- 
serts, and  then  selling  it  to  Australian 
Kerr\'  Packer  in  1986  for  an  estimated 
$300  million. 

Looking  for  ways  to  put  his  huge 
nest  egg  to  work,  Valassis  hit  on 
Samelson.  "I  chose  this  relationship 
\ePk'  carefully,"  Valassis  told  Cram's 
Detroit  Business  in  1987.  Together 
they  founded  Stoneridge  Resources 
as  a  \ehicle  for  buying  companies  that 
owned  potentially  valuable  real  estate. 
Valassis  conxinced  wealthy  friends, 
including  David  Thomas,  chairman 
of  Wendy's,  and  Michael  Hitch, 
founder  of  the  Little  C'aesars  pizza 
chain,  to  put  in  with  Samelson. 

Alas.  The  once  promising  partner- 
ship has  ended  in  acrimony  and  law- 
suits. Samelson  resigned  as  Stone- 
ridge's  chairm.\n  last  month  under 
pressure  from  the  board.  Stoneridge's 
New  York  Stock  Kxchange-traded 
shares,  which  hit  a  high  of  12*4  in 
1987,  now  languish  at  around  AVi. 


Camera-shy  former  Stoneridge  Resources 
Chairman  Randon  Samelson.  Dodging  photog- 
raphers (top)  and  as  a  precocious  high  school 
investment  wiz 

What  happened  to  the  onetime  t>oy 
genius  and  his  welMieeled  backers? 


What  happened  to  the  onetime  bo 
genius  and  his  well-heeled  backers? 
It's  a  sad  stor\'.  In  1985  Samelson' 
group  bought  9%  of  New  York  Stocl 
Exchange-listed  Orange-co,  a  mon 
eylosing  Florida  citrus  producer,  am 
waged  a  successfijl  proxy  fight  fo 
control  of  the  board.  Samelson  thci 
had  Orange-co  in  1986  buy  a  control 
ling  interest  in  .-Vmerican  Agrono 
mics,  another  sickly  citrus  company 
on  the  Big  Board,  and  the  two  compa 
nies  were  combined.  Good  stan:  Thi 
Stoneridge   people   now  controUec 
22,690  acres  of  Florida  land. 

Through  some  fano'  paper  shuf 
fling,  Stoneridge  {I99C 
revenues,  SI  60  million) 
became  a  NTSE-listed  com 
pany  with  a  53%  interest  in 
the  combined  citrus  opera- 
tions. Samelson  and  his 
backers  ended  up  with  a 
40%  stake  in  Stoneridge; 
the  rest  w  as  owned  by  for- 
mer Orange-co  sharehold- 
ers. But  Samelson  wasn't 
much  interested  in  growing 
oranges  and  grapefiniit. 
The  bo\ish- looking  chair- 
man told  shareholders  at 
the  company's  1987  annual 
meeting  that  the  orange 
groves,  including  a  42- 
square-mile  tract  in  DeSoto  Count}', 
Fla.,  "could  be  converted  into  a  high- 
er use."  Meaning,  development. 

This  was  a  serious  miscalculation. 
Most  of  the  real  estate  was  situated  far 
off  the  beaten  path  of  Florida  popula 
tion  growth,  .\n\how\  Stoneridge 
lacked  cash  to  develop  the  properties 
or  to  adequately  maintain  its  orange 
groves.  Making  things  worse,  the 
deal -loving  Samelson  spent  nearly  S4  ' 
million  of  Orangc-co's  scarce  cash  to 
buy  1 3%  of  ChcKk  Full  o'  Nuts  Corp., 
the  New  Ytirk  cofl'ec  \  cndor.  Many  of 
the  Chock  Full  shares  had  pre\iously 
been  cn\  ned  by  the  Samelson  A'alassis 
group's  own  private  investment  firm. 
Still  dealing  fi.iriously,  Samelson 
paid  S33  million  for  33%  of  o-t-c- 
listed  Major  Realn .  Major  holds  title 
to  some  chcMce  tracts  of  Florida  prt>p- 
ert>',  including  312  acres  abutting 
.\ic  a's  ptipular  I'niversal  Studios 
theme  park  in  (.Vlando.  He  rescued 
another  Florida  real  estate  developer 
triMii  bankruptcy  and  Kiught  Accep- 
tance Insurance  Holdings,  a  pmfit 
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A  picture  so  real  it  could  fool 
die  Audubon  Society. 
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this  a  television  set  or  a 
tropical  bu-d  act? 

Actually,  it's  a  tropical  bird  act 
as  seen  on  a  Hitachi  big  screen  TV. 
But  thanks  to  Ultravision,  even  the 
most  avid  bird  watchers  (and  TV 
watchers)  can't  tell  the  difference. 

Ultravision  is  an  unprecedented 
combination  of  advanced  technol- 
ogies that  create  a  picture  so  ultra 
clear,  ultra  bright  and  ultra  sharp 
it  looks  like  real  life. 

And  since  a  great  picture 
deserves  great  sound,  Ultravision 
comes  with  4-way  Surround  Sound 
including  Dolby  Pro  Logic*  the 
ultimate  in  audio. 

Call  1-800-HITACHl  for  your 


nearest  dealer  and  see  how  digital 
convergence,  fine  definition  and 
horizontal  resolution  up  to 
1,000  lines  make  Ultravision  the 


ultimate  home  theater.  After  all,  in 
this  case,  a  picture  really  is  worth  a 
thousand  words. 

0  HITACHI 


©  W\  Hitachi  Home  Electronics  I  AtiKrical,  Inc.  Dolby  Surround  is  a  registered  trademark  ol  Dolby  Laboratories  Licensing  Corporation. 
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UP  a  COMERS 


able  Omaha-based  specialty  insurer 
last  year,  for  $39  million. 

Apparently,  Samclson  was  a  better 
deal  doer  than  a  manager.  The  insur- 
ance company  was  supposed  to  throw 
off  cash  to  fund  the  other  compa- 
nies— ^just  as  Warren  BufFett's  insur- 
ance holdings  had  helped  flmd  later 
Berkshire  Hathaway  acquisitions. 

But  Samclson  hadn't  thought 
about  how  insurance  commissioners 
might  regard  all  this  paper  shuffling. 
Noting  that  Stoneridge  borrowed 
$20  million  to  buy  Acceptance  and 
then  stuck  the  loan  on  Acceptance's 
books,  state  insurance  regulators  for- 


Stoneridge  backers  Dave  Thomas  of  Wendy's 
(top)  and  Little  Caesar's  Mike  Hitch 


bade  the  parent  from  upstreaming 
any  of  the  insurer's  $4  million  of 
annual  cash  flow  until  the  loan  was 
paid  off.  Last  year  Stoneridge,  with 
$72  million  in  long-term  debt,  had 
negative  cash  flow  of  $3.4  million. 

What  now.> 

Stoneridge  is  now  Thomas  Kelly's 
problem.  Kelly  is  a  former  associate  of 
billionaire  Sid  Bass.  Kelly  and  Con- 
necticut-based consultant  Robert  An- 
estis  were  brought  in  by  Valassis  and 
the  board  as  directors  in  May.  They're 
now  trying  to  clean  up  the  mess.  ' 

Moral:  Conceptualizing  a  business 
is  not  the  same  as  actually  running  it. 
Samelson's  backers  were  so  impressed 
with  his  conceptualizing  skills,  they 
failed  to  find  out  if  he  had  equivalent 
managerial  skills.  Bl 
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Little  Helen  of  Troy  was  a  company  going  nowhere 
Then  founder  Gerald  Rubin  latched  on  to  the  Vidal 
Sassoon  name.  Thank  you,  Procter  &  Gamble. 

Ma]*keting 
moocher 


By  Claire  Poole 

WHAT'S  IN  A  NAME.>  A  lot,  if  you  hook 
up  with  the  right  one. 

Eleven  years  ago  Gerald  Rubin  was 
in  a  quandary.  His  $10  million  (reve- 
nues) Helen  of  Troy  Corp.  was  one  of 
the  country's  leaders  in  professional 


hair    care    appliances — hair    dr\'ers, 
curling  irons  and  the  like— and  more 
rewarding  than  the  wig  business  he  ] 
originally  started  in  1969.  But  even 
though  Rubin  had  garnered  25%  of' 
the  beauty  parlor  "appliance"  mar- 


Helen  of  Troy's  founder,  Gerald  Rubin 

Happily  riding  the  coattaiis  of  Procter  &  Gamble. 
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,PECIAL  ADVERTISING  SUPPLEMENT 


THE      NORTHERN      STATES      OF^ 


MALAYSIA 


BY     NIGEL     SIMMONDS 


P  E  N  A  N  G 


enang,  the  most  industrialized  of  the  four  states, 

as  long  been  known  to  foreign  investors  as  a 
utheast  Asian  manufacturing  powerhouse.  It 
sts  some  of  the  most  visible  names  in  the  high- 

ech  industry.  Its  bustling  container  port,  free- 
ttrade  zones  and  flexible  work  force  have,  over  the 

ast  two  decades,  served  to  make  it  a  remarkable 
industrial  success  story.  Today  that  success  is 
being  duplicated  across  its  borders  to  the  north, 
east  and  west. 

Infrastructural  projects,  including  the  sched- 
uled completion  in  1993  of  two  world-class  high- 
ways running  north-south  and  east-west 
through  the  region  and  the  building  of  a  second 
container  port  on  the  island  of  Penang,  have 
Kelped  to  pull  together  the  northern  states  of 
Malaysia,  creating  greater  cooperation  among 
the  state  governments  and  speeding  up  the 
spread  of  industrialization  from  Penang  into 
Perils,  Kedah  and  Perak.  Today,  all  four  states  are 
conunitted  to  a  unified  development  of  the  region 
based  on  the  specific  strengths  of  each  area. 

Each  state  has  something  to  offer  foreign 
investors.  Planners  in  the  state  of  Penang,  which 
comprises  the  beautiful  Penang  Island  and 
Wellesley  Province  situated  on  mainland  Penin- 
sular Malaysia  (linked  together  by  a  1 3.5  kilome- 
ter bridge)  are  focusing  their  attention  on  high- 
tech  industries.  With  a  population  of  1 .2  million 
people,  Penang  has  successfully  used  industrial 
development  as  the  main  engine  for  growth  in  the 
past  20  years.  It  is  home  to  electronics  giants  like 
National  Semiconductor,  Intel,  Hewlett-Packard 
and  Sony.  Strategically  located  off  the  northwest- 
em  coast  of  Malaysia  between  the  Pacific  Rim  and 
the  Indian  Ocean  Rim,  Penang  Island,  now 
known  worldv^de  as  "Silicon  Island  of  the  East," 
acts  as  the  center  for  the  industrial  and  service 
sectors  in  the  northern  region  of  Malaysia. 


There  is  good  reason  why 
government  investment 
officers  working  in 
Malaysia's  northern 
states — Kedah,  Penang, 
Perak  and  Perlis — liken 
their  region  to  a  jigsaw 
puzzle.  Individually,  each 
state  features  a  unique  set  of 
attributes  already  familiar 
to  some  of  the  world's 
largest  corporations.  But 
fit  the  four  states  together 
and  they  collectively  form  a 
joint  Northern  Malaysian 
portfolio  offering  a 
potential  for  investment 
second  to  none. 


SING  ArORE 


PENANG 


Using  the  state's  historic  links  to  maritime 
trade  and  its  role  as  a  major  port,  the  state  govern- 
ment in  1970  began  developing  a  policy  to  trans- 
form Penang  into  an  international  manufactur- 
ing center  served  by  modem  airpxjrt,  container 
and  road  links.  Industrial  estates  and  free-trade 
zones  (the  first  of  their  kind  in  Malaysia)  were 
created  to  attract  foreign  ventures.  Many  intema- 
tional  companies,  recognizing  the  state's  poten- 
tial, quickly  moved  manufacturing  ofjerations  to 
Penang. 

Many  of  those  same  manufacturing  plants, 
which  started  out  with  Penang  in  the  early  days  of 
its  industrializ-ation  and  which  are  fondly  re- 
ferred to  as  "partners  in  progress"  by  the  state 
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government,  are  expanding.  Penang  boasts  eight 
industrial  estates  covering  a  total  area  of  600 
hectares.  These  are  occupied  by  some  500  facto- 
ries producing  products  ranging  from  electronic 
chips  and  components,  computer  peripherals, 
electronic  products  and  telecommunications 
equipment  to  metal  work,  machining  and  tool- 
ing, surgical  equipment,  audio  devices,  textiles 
and  rubber  products.  A  large  number  of  these 
factories  have  progressed  from  labor-intensive 
assembly  manufacturing  to  high-tech,  auto- 
mated production. 

Not  all  have  stayed.  Some,  v^^hose  produc- 
tion is  more  suited  to  labor-intensive  assembly, 
have  moved  across  Penang's  borders  to  utilize 
the  plentiful  supply  of  cheap  and  trainable  labor 


VIFW  OF  PFNANC,  WITH  THE  COMTAR  BUILDING  IN  THE  BACKGROUND. 

offered  by  the  other  states  in  the  northern  region. 
Penang's  planners,  aware  of  the  route  which 
Northern  Malaysia  must  take,  have  actively  en- 
couraged the  movement  of  such  industries  into 
neighboring  states  like  Perlis.  This  movement 
has  brought  new  growth  to  the  area. 


PERLIS 


The  smallest  and  most  northern  of  the  four  states, 
Perlis  shares  a  border  with  Thailand .  Its  economy, 
like  that  of  other  parts  of  the  country,  has  tradi- 
tionally been  dominated  by  the  primary  sector, 
namely  agriculture,  fisheries  and  forestry.  But  by 
far  its  most  tangible  natural  asset  today  is  its 
plentiful  supply  of  well-educated  workers  and 
cheap  industrial  land  (cumently  costing  in  the 
region  of  $2.40  Ringgit*  per  square  foot  on  a 
60-year  lease).  Labor  for  the  manufacturing 
sector  here  costs  on  average  $6  Ringgit  per 
day,  and  85%  of  those  workers  are  educattxl 
to  secondary  schcxil  level.  Perlis  is  a  manufac- 
turer's dreamland. 

The  state  is  in  the  paKess  of  industriali/xition 
and  still  continues  to  rely  heavily  on  its  natural 
resouax's,  primarily  paxi^ssing  sugar  cane  and 
paxlucing  cement  that  usi^  the  awa's  plentiful 
limestone  deposits.  Primary  industry  acctmnts 
for  37.2%  of  GDP  and  at  30,171  workers  still 
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A  large  number  of  Penang's 
factories  have  progressed 
from  labor-intensive 
assembly  manufacturing  to 
high-tech,  automated 
production. 


Perlis'  most  tangible  asset 
is  its  plentiful  supply  of 
well-educated  workers  and 
cheap  industrial  land. 

SHARr  FACTORY  IN  BAKAR  ARANC.  KEDAH 


employs  by  far  the  largest  number  of  people.  T 
manufacturing  sector,  still  in  its  infancy,  alrea 
accounts  for  223%  of  GDP  and  employs  3,9 
workers.  Perlis  is  specifically  targeting  agric 
ture-based  industries,  fish-processing  industr 
and  labor-intensive  manufacturing  as  well 
small-to-medium-size  businesses  that  use  lot 
or  imjx)rted  raw  materials. 

Foreign  participation  in  Perlis'  manufacti 
ing  sector  currently  includes  investments  . 
paxlucing  photo  albums,  fishing  rods,  floorin 
medical  equipment  and  diamond  processii 
for  the  export  market.  In  order  to  cope  wi 
an  exfjected  increase  in  foreign  interest,  planne 
are  working  on  a  feeder  port  project  to  link  Peri 
to  Penang,  where  export-oriented  manufacture 
ship  goods  around  the  world.  A  passenger  an 
cargo  terminal  to  the  beautiful  free-port  island 
Pulau  Langkawi  is  also  planned,  as  is  a 
rapid  transit  project  designed  to  ferry  work 
from  Perlis  to  manufacturing  plants  in  neighbo 
ing  states.  The  state  government  is  also  build 
a  ]mk  road  to  join  the  North-South  Malaysi 
Expressway  and  other  infrastructural  proj 
all  of  which  will  be  fimded  by  a  $484  nulli( 
Ringgit  grant  provided  by  the  country's  fed 
government. 


KEDAH 


The  state  of  Kedah,  Perlis'  larger  neighbor,  i 
traditionaUy  known  as  the  rice  bowl  of  Malaysiaf 
primarily  because  it  supplies  40%  of  the  coun 
try's  total  rice  requirement.  This  state  of  1 .4  mil 
lion  people  is  diversifying  its  economy  to  othe: 
areas,  including  manufacturing  and  tourism,  ttJ 
lessen  its  dependence  on  agricultural  resources.  • 
There  are  418  local  and  foreign-based  facto-^ 
ries  in  Kedah,  located  in  six  industrial  estates,  thai 
provide  50,252  jobs  for  the  |x>pulation.  Prime 
products  from  the  manufacturing  sector  include 
rubber  and  wood-based  items  as  well  as 
electronic  and  ainsimier  audio  pa">ducts.  In  the 
next  five  years,  se\'en  new  indiLstrial  aa^as  will 
be  developed  uithin  the  state  to  cater  to  the 
gatwing  needs  of  over- 
seas  manufacturers 
drawn  by  agga^ssive 
promotions  and  the 
attractive  investment 
climate.  The  new  sites 
will  cover  an  area 
of  **35  hoctaa^,  cost 
$2(r.4  million  Ringgit 
li>  develop  and  will  be 
kvatcd  near  the  North- 
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'I^lfuth  Malaysian  Expressway  and  East- West 
ighway  to  expedite  the  transportation  of  goods. 
One  of  those  new  areas,  at  Kulim  near  the 
nler  with  Penang,  will  be  developed  into  a 
gh-Technology  Industrial  Estate,  the  first  of  its 
id  in  Malaysia.  It  is  scheduled  for  completion 
1 1993  on  200  hectares  of  prime  industrial  land. 
[leKedah  state  government  has  already  secured 
(I  anchor  tenant  in  the  form  of  a  $500  million 
inggit  investment  by  a  silicon  wafer  group.  The 
tulim  Hi-Tech  Industrial  Estate  is  planned  as  a 
rowth  core  in  Kedah  which  will  act  as  a  prime 
lotor  to  change  the  state's  industrial  structure 
om  labor  intensive  to  highly  automated.  For  the 
rst  phase  of  development  in  the  state,  the  Kedah 
pvemment  is  targeting  integrated  circuit  indus- 
tries, video  equipment 
manufacturers,  color 
TV  tube  producers  and 
companies  producing 
electronic  comf)onents. 
Kedah  is,  however, 
not  neglecting  its  great- 
est earner,  agriculture,  a 
sector  that,  at  $1383.8 
million  Ringgit,  pro- 
vides almost  half  of  the 
state's  GDP.  It  is  keen, 
Bs  one  would  expect  from  the  country's  rice  bowl, 
(()  promote  foreign  investment  in  agriculture- 
p^xd  industries,  together  with  those  in  rubber, 
extiles,  timber  and  rice  paddy  by-products. 


P  E  R  A  K 


I'urther  south  in  Perak,  agriculture  still  rules  the 
lay,  but  is  closely  followed  by  an  enormous 
mining  industry  that  uses  the  state's  healthy 
deposits  of  minerals.  Tm  was  discovered  in 
Perak  more  than  200  years  ago,  and  today  the 
state  is  the  world's  largest  exporter  of  the  metal. 
Yet  despite  its  rich  natural  resources,  Perak  has 
worked  to  lessen  its  dependence  on  tin,  primarily 
because  of  the  instability  both  of  demand  and 
price.  Today  the  state  works  to  develop  Perak's 
industrial  potential. 

Perak  has  a  populatitm  of  2.3  million  people, 
with  31%  of  those  residing  in  the  Kinta  Valley 
area,  the  focal  point  for  commerce,  trade  and 
finance  in  the  state. 

The  five  prominent  institutes  of  higher 
learning  in  Perak  contribute  to  the  availability 
of  a  large  pool  of  professional  and  management 
personnel,  as  well  as  an  abundant  supply 
of  semi-skilled  workers,  many  of  whom  have 
already  been  trained  in  basic  knowledge 
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Kedah  plans  a  high- 
technology  industrial 
estate,  the  first  of  its  kind 
in  Malaysia. 


ADVERTISEMENT   3 

required  by  the  manufacturing  industry. 

Manufacturing  in  Perak  has  shown  good 
growth  in  the  last  decade,  with  investment  from 
overseas  in  that  sector  totaling  $3,332  billion 
Ringgit  between  1971  and  1987.  Today  798 
factories  are  active  in  Perak's  industrial  sites,  of 
which  16%  are  in  the  food  manufacturing 
and  processing  sector. 

The  initial  phase  of  industrialization  in 
Perak  was  concentrated  primarily  on  industries 
that  supported  agriculture  and  mining,  but  in 
1986  the  state  formulated  a  master  plan  to  en- 
courage growth  in  the  industrial  sector,  empha- 
sizing the  maximum  usage  of  its  natural  re- 
sources to  be  turned  into  value-added  products. 

Now  the  state  is  targeting  foreign  industries 
involved  in  the  production  of  ceramics  (the  state 
has  abundant  deposits  of  ball  clay)  and  other 
non-metallic-based  products:  rubber-based  in- 
dustries, including  surgical  rubber  gloves  and 
medical  latex  products;  wood-based  industries, 
making  use  of  Perak's  vast  supply  of  commercial 
timber;  agro-based  industries;  engineering  and 
electronics  and  electrical  production. 
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Perak  is  targeting  foreign 
industries  involved  in  the 
production  of  ceramics 
and  other  non-metallic- 
based  products. 


A     CLIMATE     FOR 


GROWTH 


Governments  of  the  four  northern  states  of 
Malaysia  work  closely  with  the  central  govern- 
ment within  a  federal  framework  based  on 
parliamentary  democracy.  Emphasizing  foreign 
investment  as  the  major  source  of  growih,  btHh 
federal  and  state  governments  work  hard  under 
the  Malaysian  Pmmotion  of  Investment  Act  to 
provide  the  best  possible  economic  climate  for 
foreign  investors.  Among  the  primary  financial 
incentives  offered  is  the  "pioneer  status," 
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whereby  foreign  ventures  are  given  a  five-year 
period  of  tax  relief  vs^hich  is  renewable  for  a 
further  five  years  depending  on  the  size  of  the 
investment.  Companies  may  also  be  granted  an 
investment  tax  allowance  of  100%  in  recognition 
of  qualifying  capital  expenditure  incurred  within 
five  years  of  inception  of  the  project. 

Manufacturers  producing  solely  for  the  ex- 
port market  may  also  be  eligible  for  Malaysia's 
Export  Credit  Refinancing  Scheme  (providing 
preferential  rates  of  interest  on  short-term  credit), 
together  with  incentives  offering  reductions  on 
insurance  premiums,  promotion  of  goods,  build- 
ing allowances  and  incentives  for  research  and 
development  and  training.  Free  trade  zones  pro- 
vide a  100%  exemption  from  duties.    Further- 


r 


Tl  1 H  NORTH ERN'  STATES  OE 

MALAYSIA 


PERAK  HANIONC  CEMENT  WORKS.  AT  PERAK 


more,  under  the  country's  equity  laws,  foreign 
investors  can  hold  1 00%  of  equity  if  that  company 
exports  80%  or  more  of  its  output,  regardless  of 
whether  the  product  competes  with  products 
currently  being  manufactured  in  the  Malaysian 
market. 

In  addition  to  these  financial  inducements 
and  first-class  infrastructure,  Malaysia,  in  par- 
ticular northern  Malaysia,  offers  probably  the 
most  vital  fundamental  factors  important  to  for- 
eign investors,  namely  political  and  social  stabil- 
ity, a  friendly  and  hard-working  people  and  a 
pro-active  and  responsive  government  machin- 
ery. These  factors  enabled  Malaysia  to  achieve  a 
real  economic  growth  of  10%  in  1990,  which  was 
a  volatile  and  turbulent  year  for  the  world  politi- 
cal economic  scene,  vdth  only  a  3%  rise  in  the 
consumer  price  index. 

The  Malaysian  community  is  multi-racial, 
with  people  of  Malay,  Chinese,  Indian  and  Eur- 
asian descent.  Despite  cultural  and  religious 
diversity,  there  is  a  remarkable  degree  of  mutual 
tolerance  and  understanding  which  is  the  basis 
of  the  coimtry's  stxrial  stability.  Thea*  is  favdom 
of  worship  guaranteed  under  the  Malaysian 
Constitution,  which  also  provides  for  Islam  as 


All  four  states  are 
committed  to  a  unified 
development  of  the  region 
based  on  the  specific 
strengths  of  each  area. 


RUBBER  CLOVES  PRODUCTION  B^ 
FLORIDA. BASED  COMPANY 
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the  official  religion.  Although  the  Malay  L 
guage  is  the  official  language,  many  Malaysia 
speak  and  understand  English  as  an  effect 
working  language. 

Human  resources  are  the  primary  asset 
Northern  Malaysia,  which  has  a  total  populati 
of  5.5  million  people  and  a  growth  rate  of  23 
With  a  minimum  of  nine  years  of  schooling,  t 
relatively  young  work  force  is  highly  motivat 
and  trainable.  The  education  system  provide 
good  network  of  technical  institutes,  while  the* 
are  two  full-fledged  universities  in  the  regie     r 
the  Northern  Malaysia  University  situated     ^ 
Kedah,  and  the  Science  University  of  Malays,   p 
in  Penang,  which  also  operates  a  branch  campr   * 
in  Perak.  There  are  also  several  private  coUegJ 
offering  courses  in  computer  science,  electroni' 
and  business  management. 

Various  skills  development  programs  a, 
being  actively  promoted  by  both  the  public  aii( 
private  sectors. 

LOOKING      TO 


THE      FUTURE 


Foresight  and  forward  planning  on  the  part  c 
the  four  ]X)pularlv  elected  state  governments  i 
Northern  Malaysia  have  enabled  the  creation  ( 
a  superb  infrastructural  framework  and  ensure'' 
smooth  implementation  of  developmer 
projects.  Looking  to  the  future,  efforts  are  nov 
being  made  to  develop  a  'Triangle  of  Growth^ 
linking  this  fast-grouing  region  of  Malavsia  wit?( 
southern  Thailand  and  Northern  Sumatra  c 
Indonesia.  The  basic  aim  is  to  "achieve  economi 
synergy"  (in  the  wonds  of  one  leader)  througl 
better  cooperation  and  more  effective  use  of  thi 
rich  natural  and  human  resources  of  these  tlirtN 
regions,  exploring  and  exploiting  the  grea 
potentials  in  joint  efforts  for  industrial  develop 
ment,  trade  and  tourism. 

The  confidence  of  foreign  investors  in  th« 
a^ion  is  perhaps  best  reflected  in  a  recent  speech 
made  bv  Mr  Hinniiki  Koga,  managing  directoi 
of  Sony  Electronics  (Malaysia),  at  the  opening  oi 
two  new  large-scale  Sony  plants  in  Penang.  H< 
said,  "The  stable  p^^iitical  and  ea^nomic  climate 
the  unfailing  suppt^rt  from  the  Malaysian  gov- 
ernment and  the  work  attitude  of  its  skilled  and 
highlv  disaplintvl  fxvplo;  all  those  have  made 
Malavsia  a  viable  high-tech  nvinufacturing  base 
for  Sony.  Simply,  Malav-sia  is  the  most  important 
in\t^ti\1  anmtrv  in  Asia  toSc»ny." 

With  ondorsomonls  like  that,  it  is  no  wonder 
the  auinlrv ,  and  \orthoni  Malax-sia  m  p.irticular, 
is  such  a  paradise  ior  investi^rs.  ■ 
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UP  &  COMERS 


It,  his  company  was  going  nowhere, 
les  were  flat  year  to  year.  No  upturn 
sight. 
i*  How  about  the  consumer  market? 
LujiWe  didn't  have  a  household  name," 
irugs  Rubin,  now  47.  "Nor  did  we 
ave  millions  of  advertising  dollars  to 
'^  [lake  us  one." 

''^'  I  Then  one  day  his  father  called  him 
4  Lath  a  tip.  A  longtime  wholesaler  of 
Hi  hampoos  and  conditioners  to  the 
^  K:auty  industry,  Louis  Rubin  had 
, ,  cad  in  a  trade  magazine  that  Vidal 
bassoon  wanted  to  license  his  name. 
^  tassoon,  the  trend-setting  hairdresser 
"If  o  such  stars  as  Elizabeth  Taylor  and 
la  klia  Farrow,  was  already  successfully 
on  narketing  a  line  of  shampoos. 

Rubin  didn't  dawdle.  He  hopped  a 
:)lane  to  Los  Angeles  and  made  Sas- 
^  toon  a  bold  offer:  $100,000  up  front 
^iid  a  rich  10%  royalty  (the  going  rate 
Aas  6%).  Plus  he  convinced  Sassoon 
:hat  the  small.  El  Paso- based  Helen  of 
jfroy  would  give  his  name  more  atten- 
tion than  would  Clairol  or  Gillette, 
which  were  also  angling  for  the  license 
tights.  Sassoon  liked  Rubin's  style.  A 
leal  was  struck  within  two  weeks. 

Today  Helen  of  Troy  is  a  leading 
iplayer  in  hair  care  appliances  for  the 
consumer.  Its  curling  irons  are  consis- 
tently the  top-selling  in  the  country; 
its  hair  dry'ers  are  in  a  constant  battle 
\vith  Conair;  its  hot  rollers  are  second 
only  to  Clairol  in  sales.  All  Helen's 
retail  products  carry  the  Sassoon 
name.  Since  1980  Helen's  sales  have 
grown  nearly  twelvefold,  to  $  1 1 7  mil- 
lion in  fiscal  1991  (ended  Feb.  28). 

Rubin  made  his  break  into  the  con- 
sumer end  of  the  business  without 
having  to  commit  large  amounts  of 
capital.  He  contracted  out  manufac- 
turing to  factories  in  Hong  Kong  and 
later  expanded  into  the  Shenzhen 
area  of  China's  southern  Guangdong 
province  (FoRJiHS,  Aug.  5). 

But  the  biggest  money  saver  for 
Rubin  was  that  he  could  get  a  free  ride 
on  Procter  &  Gamble,  which  ac- 
quired the  Vidal  Sassoon  name  in 
1985.  Sassoon  is  the  best-known  hair 
dresser  in  the<:ountry,  thanks  in  good 
part  to  the  fact  that  r&e.  spends  over 
$50  million  a  year  advertising  its  Vidal 
Sassoon  line  of  shampoos  and  condi- 
tioners. Helen  of  1  roy,  which  spent 
only  $7  million  on  advertising  last 
year,  obviously  benefits  from  the  P&ti- 
created  name  recognition.  Says  Rich- 


Aaron  Shenkman,  Helen  of  Troy's  president 
Heading  up^he  company's  push  into  Europe. 


ard  Edelman,  analyst  at  Southwest 
Securities  in  Dallas,  "They've  really 
ridden  the  coattails  of  p&g." 

All  this  has  helped  Helen  of  Troy 
ride  out  some  rough  spots.  Last  year 
three  major  customers — Best  Prod- 
ucts, Ames  Department  Stores  and 
Hills  Department  Stores — filed  for 
protection  under  Chapter  11,  stick- 
ing the  company  with  $2.1  million  in 
bad  debt.  That,  coupled  with  the 
recession,  brought  revenues  down  2% 
while  inventories  ballooned  to  $62 
million,  up  36%  from  the  year  before. 
That  resulted  in  a  $1.9  miUion  stor- 
ing, handling  and  transferring  charge. 
And  Beauty  Biz,  a  chain  of  Southwest 
beauty  supply  stores  Helen  bought  in 
1988,  lost  nearly  $1  million  that  year. 

Result:  Profits  were  more  than 
halved  last  year,  to  $4.6  million,  or  93 
cents  a  share.  Helen  of  Troy  shares 
collapsed  from  a  high  of  2 1  Va  to  as  low 
as  61/4. 

But  Rubin  knew  the  situation  was 
temporary.  He  was  sitting  with  $17 
million  in  cash  and  no  long  term 
debt.  He  took  advantage  of  the  weak- 
ness in  the  stock  to  go  into  the  open 
market  with  cash  and  buy  back 
800,000  of  the  company's  o  t  c  trad 
ed  shares — about  15%  of  the  compa 
ny — at  an  average  price  of  91/2.  Recent 
price:  15.  Says  Rubin,  "It  was  like 
buying  Helen  at  half  price." 


Sure  enough,  Helen  already  shows 
signs  of  a  turnaround.  While  sales 
were  relatively  flat  in  its  first  quarter  of 
1992  (ended  May  31),  earnings  per 
share  were  up  20%,  inventories  down 
11%,  and   Beauty  Biz   broke  even. 

More  momentum  should  come 
from  abroad.  Last  year  r&G  granted 
Helen  the  Vidal  Sassoon  license  for 
nine  FLuropean  countries  (Rubin  had 
only  the  U.S.  and  Canadian  rights 
previously).  Helen's  president,  Aaron 
Shenkman,  50,  who  joined  the  com- 
pany 19  years  ago  as  comptroller,  is 
heading  up  the  international  push. 
He  says  the  company  plans  to  start 
shipping  to  Europe  this  fall,  t^\'o  years 
after  r&G  began  selling  its  Sassoon 
shampoo  brand  there.  P&G  has  so  far 
spent  over  $30  million  on  advertising 
in  F^urope  to  establish  the  brand 
name.  Sassoon  is  already  the  top- 
selling  shampoo  in  the  U.K.  And  in 
July  Helen  of  Troy  was  also  granted 
the  license  for  Mexico. 

Back  in  1971  Rubin  sold  40%  of  the 
company  to  the  public  for  a  paltn*-  $1 
million;  an  in\estor  who  bought  100 
shares  at  the  oflcring  for  S575  would 
hold  shares  worth  $3,000  today,  ad- 
justing for  splits.  So  Rubin  is  not 
complaining.  He  and  his  family  still 
own  20%  of  the  company,  a  stake 
worth  $13  million  recently.  Thank 
vou,  Procter  &  Gamble.  Hi 
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Privatizing  the  operation  of  some  Navy  ships 
was  supposed  to  help  the  merchant  marine.  It 
wasn't  supposed  to  enrich  a  union  and  its  boss. 

Unforeseen 
consequences 


By  James  R.  Norman 


Privately  manned  Navy  ship  unloading  in  Saudi  Arabia  last  year 

Workers  claim  they  were  overworked  and  underpaid  by  a  company  tiiat  was  until 

recently  backed  by  New  York's  notorious  Frank  family. 


ABOVE: 

Navy  sub  hunter 

LEFT:  Ready  Reserve  ship 

Over  half  the 

69  ships  called 

out  of  mothballs 

for  the  Gulf 

war  were  manned 

by  District  2. 


It  seemed  like  a  great  way  to  prop  u{ 
the  ailing  maritime  industr\'  and  savi 
the  taxpayer  money:  Farm  out  thM 
operation  of  noncombat  Na\y  ship! 
to  private  firms  through  competitivi 
bids.  On  paper,  it  has  been  a  bij 
success.  The  program  picked  uj 
steam  in  the  mid-1980s,  and  the  Milil 
tary  Sealift  Command  has  now  con] 
tracted  out  more  than  60  ships,  fror 
tankers  to  submarine  hunters,  to 
handful  of  small  companies  that  hav^ 
sprung  up  to  vie  for  the  business. 

Like  many  a  well-intentioned  gov-| 
ernment  program,  this  one  may  have 
gone  awr\'.  The  program  has  become 
a  honeypot  for  one  union  and  it 
leader:    Raymond  T.   McKay,   no\ 
about  70,  is  an  affable  but  rough- 
hewn  former  cab  driver.  As  president 
of  District  2  of  the  Marine  Engineei 
Beneficial     Association — known 
D2 — McKay  has  won  the  officer  andl 
engineer  jobs  on  even,'  one  of  thel 
Nav}'  ships  privatized  since  1985.  Inl 
addition,  D2  represented  crews  on  I 
over  half  of  the  69  pnvately  run  cargo  I 
ships  called  up  for  the  Iraq  war.  Some! 
80%  of  D2's  3,050  members  worked] 
on  U.S.  ships  last  winter. 

How  did  the  union  land  all  those! 
jobs?  Simple.  By  the  good  capitalistic  | 
method  of  being  the  lowest-cost  sup- 
plier. Most  maritime  unions  call  for  a  I 
pay  scale  that  averages  about  582,000 
a  year  for  a  ship  captain  and  S49,000  ! 
for  an  assistant  engineer.   Captains 
who  are  D2  members  are  willing  to 
take  about  10%  less,  and  at  least  one 
government  D2  contract  paid  engine 
room  and  other  workers  less  than 
minimum  wage.  Labor  costs  make  up 
as  much  as  70%  of  the  operating  cost 
on  these  privatized  ships.  Having  an 
edge   on   wages   ahnost   guarantees 
contracts  to  operators  who  use  D2. 

Some  industr\-  officials  praise  Mc 
Kay  for  bringing  rcalirv'  to  inflated 
maritime  wages.  "This  is  the  Amcri 
can  economic  system  at  work,"  says  a 
top  officer  at  the  Militan-  Sealift  Com- 
mand, asking  anonymir\'. 

But  there  are  some  unanswered 
questions.  Lender  02 \s  niles  its  agree- 
ments don't  have  to  bxr  ratified  by 
nicinbers,  so  union  officials  have  great 
leeway  in  making  deals.  Wages  var\' 
frt)m  company  to  companv  and  even 
ship  to  ship.  McKay  and  D2  have  even 
guaranteed  credit  for  at  least  one  bid- 
winning  ct>mpany.  "How  do  you  dc 
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^  Funn^  itdoesrrt  look 
like  a  conference  center. 
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Now  you  can  call  a  conference  anywhere.  Even  in  the  middle  of  nowhere. 
How?  Simply  carry  one  of  the  AT&T  Cards.Then  all  you  have  to  do  to  make  a  conference 
call  is  find  the  nearest  public  phone  and  give  us  your  AT&T  card  number.  We'll  set  up 
the  whole  thing,  including  getting  in  touch  with  everyone  you  want  to  talk  to. 

It's  just  one  of  the  innovative  services  available  with  the  ATS:T Calling  Catxi,  the 
AT&T  Corporate  Calling  Carti,  or  the  AT&T  Universal  Card.  For  more  on  all  the  ways 
our  cards  can  help  you  when  you're  on  the 
road,  call  1  800  222-0300,  Ext.  289. 
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Marine  Engineers  Beneficial  Association 


Raymond  McKay 
An  ex-cabbie, 
he  runs  D2 
and  its  neariy 
$300  million 
pension  fund 
like  a  family 
business. 
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cide  who  gets  a  special  deal?"  asks  D2 
dissident  William  RofFey. 

A  person  formerly  with  the  Military 
Sealift  Command  says  D2  may  have 
spread  the  Navy  contracts  around 
among  its  companies  by  giving  the 
best  wage  deal  to  the  bidder  it  wanted 
to  win  a  particular  contract.  The  sus- 
picion began  with  the  agency's  1989 
award  of  a  three-to-five-year  contract 
to  operate  ten  oceanographic  ships. 
The  low  bidder,  at  $142  million,  was 
MAR  Ship  Operators,  Inc.  Its  crew 
costs  were  $5  million  below  those  of 
other  D2  companies  bidding. 

A  year  later  Bay  Tankers,  one  of 
those  losers  on  the  oceanographic 
ct)ntract,  won  the  contract  for  eight 
fast  sealift  ships,  again  with  slightly 
lower  labor  costs  than  other  D2  com- 
panies. Four  of  those  ships  had  been 
operated  previously  by  International 
Marine  Carriers,  Inc.  But  IMC  seem- 
ingly suffered  no  pain:  In  March  it 
won  a  five-year,  $170  million  contract 
to  operate  nine  sealift  tankers.  Once 
again,  small  differences  in  labor  costs 
were  the  key.  D2  Vice  President  Ed- 
ward Kelly  denies  there  was  any  favor- 
itism, claiming  that  D2  quoted  each 
bidder  the  same  wage  rates. 

But  suspicions  remain.  In  August 
the  Naval  Investigative  Service  raided 
an  oceanographic  ship  operated  by 
MAR — now  called  mso.  Inc. — as  part 
of  a  continuing  contractor  probe. 

However  low  the  winning  bids  may 


be,  it's  doubtfiil  that  they  have  been  a 
bargain  for  the  taxpayer.  Civil  service 
crews  would  probably  be  cheaper. 
Moreover,  to  prevent  these  small  op- 
erators from  losing  money  and  de- 
faulting on  contracts,  the  agency  has 
granted  scores  of  modifications  that 
can  ratchet  up  the  cost.  There  were  33 
such  changes  in  a  1985-88  contract 
with  Sea  Mobilit\%  Inc.  to  run  subma- 
rine hunting  ships,  using  D2  labor. 

Some  of  the  bidders  who  have  won 
contracts  with  D2  labor  haxe  had 
dubious  backgrounds.  Sea  Mobility' 
was  controlled  by  the  late  C.C.  Wei, 
whose  other  companies  had  defaulted 
on  millions  in  government-backed 
loans.  Seatrain  Lines  Inc.,  from  which 
Bay  Tankers  emerged,  has  stuck  the 
government  for  huge  bad  debts.  The 
Frank  family,  which  faces  a  ban  on  its 
New  York  harbor  tug  and  barge  busi- 
ness after  major  pollution  spills,  until 
recently  had  a  big  stake  in  iMC. 

Some  D2  operators  have  had  seri- 
ous labor  problems.  Sailors  on  one 
Navy  cargo  ship,  the  iMOoperated 
Antares,  recently  staged  a  sickout  that 
tied  the  ship  up  in  a  German  port. 
Strict  low-cost  bidding  "provides  an 
incentive  for  some  labor  unions  to 
underbid  in  a  manner  that  damages 
our  ability'  to  activate  ships,"  says 
Robert  H.  Martinez,  a  deputy  admin- 
istrator at  the  U.S.  Maritime  Admin 
istration,  responsible  for  reser\'e  ships. 

The  D2  union  itself  has  some  ques 


tionable  connections.  When  he  fii 
ished  ser\'ing  a  prison  sentence  fc 
labor  racketeering  in  1982,  form« 
Longshoreman  official  Anthony  Ar 
astasio  (nephew  of  the  former  Murdt 
Inc.  boss  and  a  reputed  member  of  th! 
Gambino  crime  family)  received  a  nc 
show  job  at  D2.  The  job  was  axe 
when  federal  officials  objectec 
McKay's  brother  Donald  was  ser 
tenced  to  four  years  in  prison  in  198 
for  soliciting  construction  kickback 
while  working  for  the  Seafarers  Inter 
national  Union,  a  close  ally  of  D2. 

To  fund  D2's  lobbying,  member 
are  topically  asked  to  donate  at  leas 
$200  a  year  to  D2's  political  actioi 
committee,  and  a  like  amount  is  re 
quested  for  the  union's  "Save  th» 
Hiring  Hall"  fund — even  though  th< 
union  simply  calls  members  at  homt 
when  it  has  an  opening.  "If  you  wan 
that  phone  to  ring,  it  might  be  a  gooi 
idea  to  contribute,"  says  Josepl 
Cerva,  who  lost  to  McKay  in  an  elec 
tion  last  year  in  which  roughly  half  th( 
ballots  were  disqualified.  These  dona 
tions  are  on  top  of  average  dues  o: 
almost  $900  a  year  per  worker  to  hel 
pay  the  union's  S6  million  in  ex 
penses.  Among  those  expenses  \ 
McKay's  salar\',  which  in  1989  w; 
$600,000.  There  are  also  salaries  foi 
McKay's  two  sons  who  are  officers 

Having  cornered  the  market  fbi^ 
federal  ship  jobs,  what's  next  for  Ray 
McKay.'  More  expansion:  The  riv 
Masters,  Mates  &  Pilots  union  has 
complained  to  the  .\H  ( lO  that  D2 
has  raided  its  units.  D2  has  also  beerw 
active  in  organizing  government  em- 
ployees in  Florida,  where  McKay  runs 
the  imion  from  a  former  motel  com- 
plex near  Fort  Lauderdale.  He  dab- 
bles in  racehorses  for  a  hobby. 

Not  the  least  of  McKay's  strengths 
in  the  intensely  political  maritime 
world  is  his  talent  for  winning  friends 
in  inrtuential  places.  Tiny  \M  has  been 
liberal  with  contributions  for  Walter 
B.  Jones  (D-N.C  .),  chairman  of  the 
House  Merchant  Marine  &  Fisheries 
C\)mmittee;  Jones'  wife,  HIizabcth,  is 
paid  ^v\  undisck)scd  sum  to  edit  a 
trade  association  magazine  timded  by 
companies  according  to  the  terms  of 
their  02  labor  contracts. 

McKay's  small  union  made  almost 
$1  million  in  various  donations 
thri>ugh  two  PACs  in  1989-90.  Looks 
like  money  well  spent.  IH 
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9^  JOURNEY  IS  ITS  OWN  REWARD. 
BUT  WE'LL  THROW  IN  A  FREE 
TICKET  ANYWAY. 


A  joumev'  to  Asia  is 
rewarding  in  and  of  itself. 
The  Far  East  is  a  land  of 
beauty  and  mv'stery- 
not  to  mention  business 
opportunit)'. 

And  from  September  1 
until  December  15,  when  you 
fK'  Northwest  to  any  of  the 
business  centers  we  sen-e 
across  the  Pacific,  we'll  gK'e 
you  a  free  ticket  to  an>'  of  the 
more  than  200  places  we  fK- 
in  the  continental  US.  and 
Canada. 

Or  ifyou  prefer,  we'll  give 
you  a  free  upgrade  on  your 
next  flight  to  Asia.  Or  a  free 
two-night  WoridVacations' 
packag^to  Hong  Kong, 
Bangkok,  Singapore  or 
Honolulu-on  your  next  trip. 
How  you  wish  to  be  rewarded 
is  up  to  you. 

lb  qualif);  you  have  to  be 
a  WoridPerks*  member  lb 
join,  call  1-800-447-4747,  or 
enroll  on  your  next  flight. 
Once  you've  completed  your 
qualifying  transpacific  flight 
during  the  designated  travel 
period,  you'll  automatical!)' 
receive  a  postcard  in  the 
mail.  Indicate  your  choice  of 
reward  on  the  postcard  and 
then  mail  it  back  to  us.  It's 
that  simple. 

So  ft\'  Northwest  and  find 
out  why  some  journeys  are 
more  rewarding  than  others. 


NORTHWEST  AIRLINES  (^ 
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In  the  stock  market,  'tis  better  to  sell  too  soon  than  to 
overstay  and  risk  riding  a  major  downdraft. 


Exits  and 
entrances 


By  A.  Gary  Shilling 

From  January'  1946  through  June 
1991 — nearly  half  a  century — the 
Dow  Jones  industrial  average  rose  at 
an  11.4%  annual  rate,  compounded 
quarterly  and  including  dividend  re- 
investment but  no  deductions  for  tax- 
es. Thus  a  dollar  turned  into  $1 14.50 
in  ASV2  years.  With  the  CPI  rising  at  a 
4.4%  annual  rate  over  those  years,  the 
real  return  after  adjusting  for  inflation 
was  a  healthy  6.7%. 


This  could,  of  course,  be  turned 
into  an  argument  for  a  buy-and-hold 
policy.  As  shown  in  line  two  of  the 
table  on  page  156,  the  investor  who 
was  out  of  stocks  and  in  Treasur)'  bills 
in  the  50  strongest  months  and  long 
in  the  remaining  496  had  a  pitiful 
4.2%  compound  return.  Why  xiy  to 
time  markets  when  just  buying  and 
holding  yields  very  good  returns?  But, 
unlike  honesty,  being  always  fully  in- 
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vested  may  not  be  the  best  polia 
There  are  times  when  it  is  better  to  b 
out  of  the  market  even  if  being  ou 
costs  some  potential  profits. 

Here's  why:  Suppose  you  wer 
clairvoyant  and  fiiUy  invested  in  th 
postwar  era  except  that  you  got  out  c 
stocks  and  into  Treasury  bills  in  the  5( 
weakest  months.  Lo  and  behold,  in 
stead  of  11.4%  your  annual  returi 
would  have  exploded  to  a  19.9%  an 
nual  return — 14.8%  after  inflation. 

By  being  out  of  the  market  durint 
the  worst  50  months  but  fully  invest 
ed  the  rest  of  the  time,  you  wouk 
have  turned  SI, 000  into  over  S3  mil 
lion  in  45  years.  This  is  three  times  thi 
gain  from  the  buy-and-hold  strateg\'. 

Why  would  it  pay  so  well  to  be  ou 
of  the  market  at  crucial  times.'  The' 
simple  but  crucial  truth  is  that  if  i 
stock  drops  50%,  a  50%  gain  won't] 
take  you  out  even.  Your  stocks  wil 
have  to  double  from  the  low  to  brin 
you  to  ground  zero.  So,  if  you  wc 
absent  in  the  50  weakest  months,  yoi 
had  much  more  to  invest  in  the  better 
months.  Furthermore,  your  Trcasu 
bills  would  have  kept  you  solvent 
w  hen  you  w  ere  out  of  stocks,  because 
they  \ielded  5%  on  average  in  the 
postwar  era,  more  than  the  4.6%  aver 
age  dividend  yield  on  the  DII. 

Line  four  of  the  table  shows  even 
more  powerfiilly  the  advantage  of  be- 
ing out  of  the  market  when  it  col- 
lapses. Suppose  you  \n  ere  out  of  stocks 
and  into  Treasuiy  bills  not  only  in  the 
50  weakest  months  but  in  the  50 
strongest  months  as  well.  Your  aver 
age  return,  12.1%,  exceeded  the 
1 1 .4%  of  bu\ -and  hold  investors.  Kx- 
traordinan!  Further,  the  table  shows 
that  if  you  were  willing  to  sell  short 
in  declining  markets,  your  returns 
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HOW  nuclear  energy  benefits 
a  typical  family  of  foun 


Every  year,  the  osprevs  return  to  their 

wildlife  preserve  around  the  nuclear  elec- 

ric  plant  near  Waterford,  Connecticut, 

where  nesting  platforms  have  been  built 

lor  them  by  tne  local  utilitv. 

It's  one  more  example  of  how  peace- 
fully nuclear  energy  coexists  with  the 


environment.  Because  America's  111 
operating  nuclear  plants  don't  burn 
anything  to  generate  electricity,  they 
don't  pollute  the  air.  They  don't  produce 
any  greenhouse  gases,  either. 

To  help  satisfy  the  nation's  growing 
need  for  electricity  without  sacrificing 


the  quality  of  our  environment,  we  need 
more  nuclear  plants.  For  your  family, 
and  others  as  well. 

If  you'd  like  more  information,  write 
to  the  U.S.  Council  for  Energy 
Awareness,  P.O.  Box  66080,  Dept.  OS09, 
Washington,  D.C.  20035. 


Nuclear  energy  means  cleaner  air. 


')1991USCEA 
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Timing  the  market 

would  have  been  stupendous,  even  if 
you  missed  the  rallies. 

The  moral  of  this  exercise  is  clear. 
It's  profitable  to  be  long  in  stocks  over 
time,  but  much  better  to  be  short,  or 
at  least  out  of  stocks  in  bear  markets. 
Remember:  Recouping  losses  is  hard- 
er than  making  profits. 

Why,  then,  do  investors  and  Wall 
Street  love  to  be  long  and  usually  fijlly 
invested,  almost  never  opting  for 
shorts  or  even  heavy  cash  positions? 
The  buUish  bias  is  deep-seated  with 
even  ethical  overtones.  "The  market 
is  doing  better"  me^s  it's  rising  to 
most  people.  "Oct.  19, 1987  was  the 
worst  day  in  Wall  Street  history" — 
but  not  for  those  in  cash  and  waiting 
to  buy  cheaper,  or  for  short-sellers. 

The  bullish  bias  probably  springs 
from  the  natural  optimism  of  Ameri- 


are  paying  management  fees  if  their 
fiinds  are  sitting  in  Treasury  bills. 

Be  this  as  it  may,  investors  would 
do  well  to  ponder  the  advantages  of 
being  out  of  the  market  at  times. 
When?  There  are  no  guarantees,  but 
there  are  some  reasonably  reliable 
guideposts.  Most  of  these  now  say 
that  it  is  getting  close  to  exit  time. 

Let's  check  out  some  important 
ones.  Stocks  do  compete  with  bonds, 
so  when  the  Dji  sells  at  30  or  more 
times  its  dividends,  stocks  are  relative- 
ly expensive  and  near  their  peak.  They 
are  cheap  and  due  to  rally  when  the  dji 
is  at  16  times  its  dividends.  At  present, 
the  ratio  is  over  30,  right  back  where  it 
was  at  last  summer's  market  peak. 

The  P/E  ratio  also  tends  to  signal 
the  times  to  get  in  and  out  of  stocks. 
When  the  s&p  500  index  is  selling  at 


DJI  simulations:  January  1946-June  1991 

50  strongest             50  weakest                All  other               Appreciation 
months                  months                  months 

Average 
annual  return 

long                       long                          long                      $114.50 
0                           long                          long                           4.70 
long                      0                             long                    3,185.00 
0                          0                             long                       158.00 
0                          short                        long                    2,663.00 
short                     short                        long                        85.00 
long                      short                        long                  53,640.00 

11.4% 
4.2 
19.9 
12.1 
19.3 
10.6 
27.6 

If  you  were  short  in  the  50  weakest  months 
and  otherwise  iong,  $1  in  January  1946  would 
now  be  worth  $53,640. 


cans.  Growth  in  anything,  including 
stocks,  is  good. 

Investment  bankers,  who  generate 
big  bucks  for  Wall  Street  and  there- 
fore have  powerfijl  voices,  hate  nega- 
tive recommendations  by  security  an- 
alysts and  strategists.  Investment 
banking  relationships  could  be  dam- 
aged and  underwritings  postponed. 
Indeed,  Wall  Street  and  corporate 
managements  can  be  brutal  on  those 
who  dislike  the  market  and  specific 
securities,  as  a  number  of  us  previous- 
ly employed  by  various  Wall  Street 
firms  can  attest. 

Besides,  those  managing  other 
people's  money  get  nervous  when 
they  are  light  on  stocks  and  heavy  on 
cash.  Clients  may  wonder  why  they 


1 8  or  more  times  its  earnings  over  the 
last  12  months,  it's  time  to  unload, 
and  at  12,  it's  time  to  buy.  Now  the 
p/E  is  over  18. 

Similarly,  the  Dji  price/book  value 
ratio,  now  about  2.2,  is  clearly  above 
the  2  warning  level.  Stocks  won't  be 
cheap  until  it  tails  to  about  1 . 

Other  reliable  indicators  are  flash- 
ing the  red  light.  Mutual  funds  now 
have  only  9%  of  their  assets  in  cash,  so 
they  have  little  buying  power  to  pro- 
pel the  market.  Strange  but  true,  the 
market  is  vulnerable  when  mutual 
fijnd  managers  are  optimistic  enough 
to  be  fully  invested,  and  a  screaming 
buy  when  they  are  negati\c  and  hold 
lots  of  cash. 

Here's  why.  Tops  occur  when  ever>' 
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potential  buyer  of  stocks  is  a  rampa 
bull  and  is  fiilly  invested.  Then  all  th 
are  left  are  potential  sellers.  Convers 
ly,  a  solid  bottom  is  reached  whc 
everyone  is  so  discouraged  by  the  be 
market  that  they  never  want  to  ov, 
another  share.  At  that  point,  all  tl 
potential  sellers  have  sold,  leavir 
only  potential  buyers. 

It's  also  true  that  stocks  are  reac 
for  a  selloff  when  secondary'  offering 
are  heavy,  indicating  that  corpora': 
insiders,  who  are  close  to  the  actioi 
are  unloading.  Since  1959,  secondaj 
offerings  have  reached  peaks  befoi 
the  market  topped  in  7  of  the  1 
instances,  with  an  average  lead  of 
months.  At  24  secondan^  offering 
per  month,  the  current  level, 
indicator  is  bearish. 

Stocks  are  also  vulnerable  whc; 
investors  have  been  so  exuberant  th;. 
the  number  selling  above  their  200 
day  moving  average  reaches  80"x 
about  its  current  level.  ConverseK 
the  market  is  cheap  when  selling  ha 
carried  this  number  below  20%,  as  w  a 
the  case  last  fall. 

Most  reliable  indicators  say  that  th« 
bull  market  is  about  over,  but  can  i 
continue  a  while  before  dying?  O 
course  it  can.  In  the  spring  of  198' 
many  of  the  indicators  screamed  "gc. 
out,"  and  some  astute  investors  did 
only  to  see  the  Dji  spurt  another  50( 
points.  The  price/dividend  ratio,  for 
example,  was  at  the  30  sell  level  earl 
in  the  year  but  jumped  to  almost  40 
August  amid  widespread  con\ictioi 
that  stocks  and  bonds  had  l>ecomi 
uncoupled  and  dividend  Welds  no 
longer  mattered.  But  matter  they  didJ 
as  the  crash  painfully  revealed. 

This  brings  me  back  to  my  main 
point.  If  you  are  willing  to  heed  the 
w  arning  signs  and  bail  out  of  stocks, 
you  may  miss  the  last  gasp  of  a  bull 
market.  You  will  save  a  bundle  by 
avoiding  the  following  bear  market, 
however,  and  end  up  with  belter  per- 
formance than  those  who  bought  and 
held  indefinitely. 

"All  the  world's  a  stage,  and  all  the 
men  and  women  merely  players," 
wrote  the  Bard,  but  most  investors 
don'i  bclicNC  they  can  successfiilly 
time  their  exits  and  entrances.  So 
they  sit  tight  through  thick  and  thin. 
Ining  to  time  the  market  is  a  lot 
tougher.  It's  also  ptnentially  much 
more  rewarding.  ^M 
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Statue  in  the  Forbidden  City,  Beijing 


Reliability,  loyalty  and  mutual  trust  are  essential 
prerequisites  for  successful  banking.  That's  why  Credit 
Suisse  attaches  so  much  importance  to  personal 
service.  Wherever  you  are,  we  can  offer  you  all  the 
advantages  of  a  modern  universal  bank.  Together  with 


our  partner  organization,  CS  First  Boston  Inc.,  we 
have  firmly  established  ourselves  as  one  of  the  world's 
foremost  international  financial  services  groups. 
As  a  global  provider  of  Swiss  quality,  Credit  Suisse  is 
second  to  none. 


We  do  more  to  keep  you 


A 


at  the  top. 


CREDIT  SUISSE 
CS 


:  Office:  Zurich/Switzerland;  Represented  in  all  major  International  financial  centres.  In  the  USA  and  Canada:  New  York  ■  Los  Angeles- Atlanta  ■  Calgary  Chicago   Houston  ■  Miami   Montreal- 

San  Francisco  Toronto  •  Vancouver 


Communications:  One  of  tlie  great  strengthip 

of  the  Great  Laltes  region. 


The  Great  Lakes  region  is  home  to  25%  of  America's 
Fortune  500  U.  S.  companies,  is  the  commodities  trading  center 
of  the  world,  and  has  more  newspapers  and  computer  sites  than 
any  other  region  in  the  country.  How  do  more  than  12  million 
businesses  and  homes  in  this  information-intense  region  keep 
communications  flowing?  By  relying  on  Ameritech. 

The  communications  needs  of  the  Great  Lakes  region  are 
among  the  most  demanding  in  the  country.  That's  why  we  always 
stay  a  step  ahead,  anticipating  those  needs  and  creating  better 
ways  to  serve  and  satisfy  our  customers.  We  put  the  first  mobile 
phone  system  in  the  U.S.  into  operation,  we  have  the  largest 
voice  messaging  network  in  the  country,  and  we  currently  have 
two  fiber  optic  tests  in  market  for  new  technology  that  will  lead 
the  way  in  bringing  the  information  age  to  the  home. 

Solutions  that  work:  We  know  it's  our  commitment 
to  successful  innovation  that  has  helped  our  company  reach  $10 
billion  in  revenues.  Since  divestiture,  Ameritech  has  led  all  the 
other  regional  Bell  companies  in  recording  the  highest  return  to 
equity,  16.3%  last  year.  The  Great  Lakes  region  and  Ameritech 
continue  to  thrive  together. 

For  a  copy  of  our  Annual  Report  or  other  information,  call 
Ameritech  investor  Relations  at  312/750-5353. 
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MARKETING 


EDITED  DY  JDSNUA  UWNE 


idfi  direct-response  advertising  help  raise 
he  intellectual  level  of  TV  programming? 
[ime  Warner  thinks  it  can. 

mairteir 
oob  tube? 


riME-LiFE  Video  &  Telexision  sold 

)5,000  sets  of  Nideotapes  of  Tl)e 

ivil  War,  the  highly  lauded  histori- 

documentan^  by  filmmaker  Ken 

iurns  that  cost  S4.5  million  and  took 

)ut  five  years  to  make.  It  became 

most  watched  series  in  public 

jle\ision  histor\'. 

That  helped  comince  Time- Life  to 

ce    ftiture    programming    matters 

its  own  hands.  Earlier  this  year 

rime-Life  suggested  that  Ken  Burns 


turn  his  skilled  eye  on  the  Old  West 
and  ponied  up  S2  million  of  the  pro- 
duction's S6  million  cost.  Projected 
air  date:  1995. 

Thus  is  Time -Life  Video  demon- 
strating how  high-grade  program- 
ming can  be  produced  without  de- 
pending exclusively  on  government 
and  corporate  handouts. 

Already  the  Time  Warner  unit  be- 
lieves it  has  the  next  Civil  War  on  its 
hands  with   Land  of  the  Eagle,  an 


ambitious  new  documentars-  pro- 
duced by  u'NET  in  New  York  with 
BBC/Bristol.  Scheduled  to  run  the 
week  before  Thanksgi\ing  and  for 
eight  hours  straight  on  Thanksgi\ing 
Day  on  public  tele%ision  stations,  the 
series  combines  sweeping  shots  of 
grassland  and  mountain  peaks  with 
drawings  of  Colonial  settlers  and  In- 
dians— \ielding  a  kind  of  hybrid  envi- 
ronmental histon-  of  the  U.S. 

Ail  this  is  ven-  good  news  for  people 
who  do  not  want  to  watch  childish 
sitcoms,  mind-numbing  talk  shows 
and  psychedelic  music  \ideos.  The 
boob  tube  is  going  to  get  a  whole  lot 
more  intellectual.  Time-Life  has 
hooked  up  with  the  BBC  for  a  forth- 
coming series  on  baby  animals  and 
with  cable's  Discover  Channel  for  one 
on  the  histor\-  of  submarines. 

Sure,  some  people  will  tape  these 
programs  ft-om  the  broadcasts,  just  as 
manv  people  borrow  bestselling 
books  ft-om  the  public  library-.  But 
Time-Life  has  discovered  that  many 
more  prefer  to  purchase  the  snazz\' 
presentation  and  high  tape  qualit\'  of  a 


/■ 


Time-Life  Video's 

Profits  from  video 
sales  could 
mean  smarter 
television  and 
less  reliance 
on  government 
and  corporate 
handouts. 


-V- 


LA  Mi* 


OF  THE 
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No  one  gives  you  moi 


That's  why  the  smal 


At  Compaq,  we  believe  a  notebook  PC  should  deliver  all  the  by  a  4-Kbyte  cache.  And  the  storage  of  a  30-  or  60-MB  fixed . 

performance  you  need.  No  matter  where  you  need  it.  That's  the  drive.  All  in  a  sleek,  S.SVl  1 ';  7.5-pound  package, 

idea  behind  the  COMPAQ  LIE  386s/20  Personal  Computer  and  its  in  your  office,  it  excels  where  other  notebooks  fall  short 

unique  desktop  expansion  base.  on  your  desk.  Slide  it  into  its  desktop  expansion  base  and  yc 

On  the  road,  no  other  notebook  offers  more  performance.  It  have  a  full-function,  no-compromise  desktop  PC.  Complete 

packs  the  punch  of  Intel's  20-MHz  386SX  microprocessor,  boosted  with  two  industry-standard  slots  and  room  for  two  storage 

C0Mfl«3.  m.  Registtnd  U  S  hlenl  and  ThKlemirk  OAk  o  l't,xlu>  I  <mm  menlK»i«1  he n^n  imv  bf  Iraddiwks  ,nl/a  n^atmi  Iraddnvis  ololhn  ccmptnln  ei99l  Con^i  Ojnvitw  Ct^icMtm  U  r 
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side  and  outside  the  office. 


oice  is  Compaq. 


^[vices,  including  S'A"  or  S'A"  diskette  drives.  Even  tape  or  Authorized  COMPAQ  Computer  Dealers;  and  by  the  Compaq 

)-ROM  drives.  No  other  notebook  and  expansion  base  offers  Customer  Support  Center,  which  you  can  call  at  1-800-345-1518. 

nore  complete  solution.  With  our  new,  more  affordable  prices,  ^_        For  a  free  brochure,  call  1-800-231-0900,  Operator 

ke  has  never  been  a  better  time  to  see  your  dealer.  ^H     168.  In  Canada,  1-800-263-5868,  Operator  168. 

M 


'^ '    Our  notebooks  are  backed  by  the  most  convenient  world- 
^  Sde  warranty  in  the  personal  computer  industry;  by  over  3,500 
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aimpvui 


It  simply  works  better. 
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Images  from  the 
BBC-produced 
"Land  of  the  Eagle" 
companion  book  to 
the  TV  series 
Time-Life  feels 
this  hybrid  of 
nature  and  docu- 
mentary history 
could  rival 
"The  Civil  War" 
in  popularity. 


boxed  set. 

The  whole  deal  is  just  another  ex- 
ample of  the  tremendous  possibilities 
opening  in  the  communications  busi- 
ness. Time-Life  Books  spawned 
Time-Life  Video  in  1988  to  market 
video  series  in  regular  installments — 
known  in  the  business  as  "continui- 
ty" sales.  Among  other  tcchnicjues,  it 
used  direct-response  marketing — 
that  is,  advertising  with  coupons  or 
800  numbers  through  which  interest- 
ed consumers  could  place  their  or- 
ders. Time-Life  Video  had  revenues 
of  only  $4  million  its  first  year.  By 
1990  sales  had  risen  to  $36  million, 
and  they're  projected  to  hit  $55  mil- 
lion this  year,  making  Time- Life  the 
leader  in  the  video  direct-response 
business.  A  new  series  on  aviation 
called  Air  Power,  produced  in  con- 
junction with  McGraw-HilPs  Avia- 
tion Week  &  Space  Techuolojjy  maga 
zine,  is  already  set  to  eclipse  llje  Civil 
War  as  Time  Life's  biggest  seller. 

The  rest  of  the  market  is  iiuning 
just  as  fast.  In  1989  direct  response 
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accounted  for  under  $200  million  in  a 
$1.5  billion  market  for  videocassettes; 
last  year,  more  than  $400  million  in  a 
$1.75  billion  market.  Video  consul- 
tant Richard  Kelly  of  Stamford, 
Conn. -based  Cambridge  Associates 
figures  direct- response  video  alone 
could  hit  $1  billion  in  five  years. 

How  will  Time-Life  market  Laud 
of  the  Eagle''  Drawing  on  its  huge 
database  detailing  the  interests  and 
buying  patterns  of  Time -Life  book 
buyers.  Time- Life  Video  picked  out 
roughly  5  million  names  for  an  initial 
mailing. 

These  include  the  1  million  histor)' 
buffs  who  bought  the  Old  West  series 
ofTime- Life  books,  the  1  million  who 
bought  Mysteries  of  the  Unknown  and 
are  expected  to  respond  to  the  ele 
ment  of  Indian  spiritualitA'  in  Land  of 
the  Eajjle,  the  100,000  buyers  of  Na- 
ture \idcos  and  the  80,000  bu\ers  of 
the  Jacques  Cousteau  video  ocuvre. 

On  eveiA'  1 ,000  of  these  mass  mail 
inu.s,  there  w ill  be  an\\\  here  from  8  to 
12  sales.  When  the  responses  arc  in. 


Time-Life  will  do  what's  known  as, 
"statistical  regression  anal\'sisj 
which  reduces  the  common  thready 
among  the  orders  to  a  mathematicj 
equation.  The  equation  could  exprcj 
the  likelihood  of  an  Old  West  huyci 
buying  a  particular  new  product,  vcl 
sus  the  likelihood  of  a  Mysterti 
buyer's  buying  it.  That  way  Time-Lii 
can  decide  which  mailing  lists  ai| 
worth  using. 

Time-Life  can  apply  that  equatic 
to  Time  Warner's  newly  merged  dat^ 
base  of  44  million  customers — maga 
zine  subscribers,  record  buyers,  basi 
cally  everyone  who  bought  a  produJ 
from  either  company  and  whose  puJ 
chase  was  recorded. 

At  this  point,  we  leave  the  re;] 
world  and  enter  the  world  of  conjee 
ture.  Nobody  really  knows  whetht 
successfijl  marketing  can  thus  be  re 
duced  to  neat  formulas.  It's  still  wor 
trying,  the  ugh,  given  the  high  an^ 
going-higher  cost  of  reaching  poter 
tial  customers  these  days. 

Time- Life  bombed  with  a  vided 
series  on  the  Chinese  martial  arts  of  ta 
chi  and  kung  fu.  Too  many  customer| 
canceled  after  receiving  only  one  tap 
in  the  two-tape  series.  Generally,  cusl 
tomers   who   order   by  credit   carif 
through  a  T\'  commercial  stay  with 
series  longest,  and  C.O.D.  customer! 
bail  out  earliest.  As  time  went  on,  th( 
customer  base  switched  ft-om  a  heax"^ 
credit  card  crowd  to  C.O.D.  buyersl 
who  returned  the  tapes  without  pur] 
chasing  them.  "We  got  all  excitet 
about  the  [initial]  orders  but  founc 
eventualh-  that  we  were  losing  ouJ 
shirts  very  enthusiastically,"  says  Can] 
dice  Carpenter,  president  of  Time- 
Life  \'ideo. 

C'arpentcr  doesn't  expect  such 
fate  for  Land  of  the  Eanle.  She  has 
mobilized    the    fijll    marketing    re- 
sources ofTime  Warner  to  pitch  inj 
The  magazine  division  will  carr\  ad- 
\ertisements    promoting    the    initial] 
broadcast;  Time  Warner  has  an  op- 
tion on  a  BBC -produced,  coffee  tablei 
companion  btK>k  ti>  the  series  as  welll 
as  retail  rights  to  sell  Lmd  of  the  EanlA 
through    a    retail    distributor   when| 
mail  order  sales  have  peaked.  lime 
Life  says  it  is  afsD  clivse  to  signing  al| 
coqx>rate  sponsi>r  that  can  use  the  setl 
of  tapes  as  a  premium  as  well  as  get  af 
certain  amount  i>f  space  on  the  \ideo! 
for  advertising.  -J. I       ^ 
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1-800-331-3332  (US 


\    ^  ConAgra  developed  Healthy 

Choice  low-cholesterol  dinners  so 
people  can  better  control  a  ke\' 
source  of  dietary  risk.  And  ConAj^ra 
takes  equal  care  to  manage  its  own 
financial  health. The  result.  Competi- 
tive prices  in  their  frozen  foods  and  a 
healrhx'  bottom  line. 

Consider  the  way  they  manage 
livestock  prices— a  kev  inxentorv cost. 
■&A-      Cattle  prices  can  jump  up  or  down 
"^  -      -  ~-    5  percent  or  more  overnight. 
ConAgra  protects  itself  with 
cattle  futures  and  options  on 
^K<.      -^^^^^^^ttp^     t^he  Chicago  Mercantile 

Exchange.  That  helps  keep 
prices  competitive  at  the 
grocers-  store  shelf  And  pro- 
\'ides  profitabilitv'  insurance 
for  ConAgra— a  small  expenditure 
that  can  reduce  big  risk  to  manage- 
able proportions. 

ConAgra  also  adds  CME  futures 
and  options  to  its  financial  diet  to 
limit  its  short-term  interest  expense, 
"w^  ^^     Plus  foreign  currency 

W^'t^i^^f^'f^    5)  CC^^  I       'i-ifLires  and  options  to 
JL  JLv^^V^JLJL  Ct-^dV^C^  protect  its  export 

earnings  overseas.  And 
soon,  the  world's  largest  futures  and 
options  market  will  be  a\  ailable  to 
them  24  hours  a  day  via  GLOBEX.® 
the  CME's  new  electronic  trading 

svstem. 

ConAgra 
is  known  for 
its  health\- 
choices— 
(hrough 
good  times 
and  bad. 
One  reason 
wh\'  mav  be 
the  compan\"s  skilltul  u^e  of  futures 
and  options  on  the  Chicago  Mer- 
cantile Exchange.  We  help  smart 
businesses  manage  risk. 

.v^fti\  CHICAGO 
Hsss:  MERCANTILE 
^r£'  EXCHANGE 

The  Exchange  ot  Ideas 

toll-free).  1-312-^30-8213  (Chicago),  071-^^20-0722  (London).  03-35^)5-2251  (Tokyo) 


ON  THE  DOCKET 


Kings  and  federal  judges  have  jobs  for  life.  Want  a 
similar  deal?  Make  sure  you  get  it  in  writing. 


"You  can't 
fire  me!" 


By  James  Lyons 

When  your  boss  says,  "You  have  a 
job  for  life,"  how  seriously  should  you 
take  him?  If  fired,  can  you  sue? 

Paul  Zimmerman  did.  The  former 
meat  market  manager  for  H.E.  Butt 
Grocery  Co.  started  working  for  the 
Texas  grocery  store  chain  in  1950  and 
by  all  accounts  was  a  model  employee. 

In  the  early  Eighties  Charles  Butt, 
the  company's  longtime 
president,  told  Zimmer- 
man, "You've  done  a  really 
good  job,  you've  earned 
your  way  and  you  have  a 
contract  for  life." 

Why,  then,  was  Zimmer- 
man sacked  in  1986?  Ac- 
cording to  the  company, 
Zimmerman  was  canned 
for  stealing  inventory  and 
then  trying  to  cover  it  up. 

Zimmerman  sued  for 
breach  of  contract.  Con- 
tract employees  can  be 
fired,  of  course,  but  their 
employers  must  be  pre- 
pared to  prove  that  the  em- 
ployee was  terminated 
"with  cause."  Zimmerman 
argued  he  did  not  filch  the 
meat  or  falsity  any  records 
and  was  therefore  fired 
without  cause. 

Butt  countered  that 
Zimmerman  did  not  have  a 
contract.  In  the  company's  view, 
Zimmerman  was  an  "employee  at 
will."  Which  is  a  fancy  way  of  saying 
that  Butt  could  fire  him  for  any  reason 
whatsoever. 

Zimmerman  won  big  with  U.S. 
District  Judge  Walter  Smith  Jr.  He 
awarded  Zimmerman  $391,000  in 
damages.  Smith's  opinion  was  a  sting- 
ing rebuke  to  H.H.  Butt.  Not  t)nly  did 
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Zimmerman  have  a  contract,  but  to 
accuse  him  of  dishonesty  "is  itself  a 
dishonorable  and  shameful  act." 

But  where  was  the  contract?  Smith 
found  it  in  two  places.  The  judge  held 
that  Zimmerman  was  a  contract  em- 
ployee because  of  an  employee  hand- 
book he  had  signed.  Zimmerman  tes- 
tified that  his  bosses  had  told  him  that 


the  handbook  was  a  contract.  More- 
over, Smith  found  that  H.H.  Butt  had 
gone  to  great  lengths  to  justih'  firing 
Zimmerman  for  committing  one  of 
the  offenses  that  the  handbook  said 
can  result  in  immediate  discharge.  In 
other  words.  Butt  was  treating  the 
handbook  as  if  it  were  a  contract. 

The  second  aspect  of  Smith's  ruling 
dealt  with  the  Statute  of  Frauds.  This 


English  statute  was  passed  in  167', 
and  some  form  of  it  has  been  adopt 
in  virtualh'  ever\-  state,  including  Tc: 
as.  It  addresses  the  issue  of  vvhii 
contracts  can  be  oral  and  which  mu 
be  written.  In  Texas,  contracts  mu 
be  in  writing  if  they  cannot  be  pc 
formed  within  one  year. 

How  did  Judge  Smith  justif\'  fin( 
ing  an  oral  pledge  of  lifetime  emplo' 
ment  binding?  Because  the  contrai 
between  Zimmerman  and  Butt  co 
be  completed  in  less  than  one  year 
therefore  did  not  have  to  be  in  wri 
under  Texas  law.  There  was  no 
time  for  the  contract.  Smith  noto 
and  the  contract  could  be  completi 
in  less  than  a  year  if — during 
period — Zimmerman  either  beca 
unable  to  work  or  was  terminated  ft 
good  cause. 

Yet  Zimmerman's  revenge  did  n( 
last  long.  A  three-judge  panel  of 
Fifth  Circ'iit  unanimously  re\er: 
Smith  on  every  aspect  of  his  decisioi 
The  appeals  court  di 
not  think  the  Butt  emplo; 
ee  handbook  \\as  a  co; 
tract.  Although  Judg| 
Smith  had  relied  on  an  e 
her  FifiJi  Circuit  decisio 
that  determined  that 
United  Airlines  employe 
manual  was  a  contract,  thi 
appellate  judges  said  Zi 
merman's  case  was  diffei 
ent.  Why?  Using  contrac 
like  language,  the  Unite 
manual  said  an  employe 
could  only  be  fired  "t" 
cause."  No  such  languag 
was  present  in  the  H.FJ 
Butt  handbook. 

Moreo\er,  the  appellat 
court  wrote  that  compli 
ance  with  a  manual  shoul 
not  be  turned  against 
employer  to  make  a  non 
contractual  handbook 
contractual  one. 

The  appellate  judgej 
were  even  more  dismissive  of  Smith'; 
finding  that  Zimmerman  had  a  life 
time  contract.  The  judges  cited  ar 
earlier  case  that  flatly  declared  lifetime 
promises  of  employment  must  be  ir 
writing  to  be  enforceable. 

There  are  some  obvious  lessons  ir 
the  sad  stor\-  of  Paul  Zimmerman 
Employers:  Watch  w  hat  you  say.  F^m- 
ployees:  Get  it  in  writing.  ■ 
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AGAZINE 


If  you  think  you're  reaching  COMPUTE'S  readers  through  other  "computer  magazines", 
think  again.  For  1 .2  million'  of  them,  COMPUTE  is  the  only  source  for  concise,  easy  to 
understand  information  on  new  products,  services  and  software. 

Advertising  in  COMPUTE  is  your  chance  to  reach  a  ready-to-buy  audience  that 
routinely  invests  in  and  influences  the  purchase  of  new  hardware,  software,  peripherals,  and 
accessories.  In  fact,  a  whopping  927o»  plan  to  purchase  some  type  of  computer  related 
product  within  the  coming  year! 

For  more  information  on  this  exciting  advertising  opportunity,  call  Peter  T.  Jotinsmeyer, 
V.P.,  Associate  Publistier,  at  1-212-496-6100,  ext.1584. 

CDfinPUTE 

WE  DELIVER  THE  NEW  POWER  USER. 


•Souice  June  1991  MRI 

'Source  1991  ReodeiPonelSuivev 


COMPim  »  o  G^nva  Medo  Pv**cotion 
SMUH/GREENLAtO  mc 


Buying  Marathon  Oil  saved  U.S.  Steel 

from  the  scrap  heap.  Now  dividing  USX  shares 

in  two  may  polish  up  a  lackluster  stock. 

U.S.  Steel 


(&Oil) 


By  James  R.  Norman 


k       ^P^^l 

^^^^^^^^^^^^^^^^^^^^^^^^^^^B   ^^^^Bl  *.^^^^^^^^^l 

i 

'   ^^^^^^^^^^^^^^^^^^^B  ^^^^^^^^^^1 

(-■ 

^^^^^^^^^H-.  .^^H 

USX  Chairman  Charles  A.  Corry 

The  whole  was  worth  less  than  the  sum  of  its  parts. 
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Breaking  up  is  hard  to  do,  but  it 
sometimes  better  for  both  partic 
Take  the  case  of  usx  Corp.,  whic 
started  life  as  U.S.  Steel  Corp.  and  wj 
once  so  powerful  it  attracted  the  ire  c 
the  Justice  Department,  usx  is  proba 
bly  one  of  America's  most  restruc 
tured  companies. 

Until  last  May,  the  S21  billioi 
(1990  revenues)  oil  and  steel  gian 
was  suffering  fi^om  an  identit}'  crisis  c 
sorts.  It  was  still  the  countr\''s  larges 
steelmaker.  But  at  55. 5  billion,  stec 
sales  were  a  mere  one -third  those  o 
Marathon  Oil,  acquired  nearly  tei 
years  ago. 

The  company's  stock  languishec 
throughout  the  1980s  and  became  ; 
playground  for  raiders:  first  Rober 
Holmes  a  Court  and  then  Carl  Icahn 
who  amassed  13%  and  waged  a  losin{ 
proxy  fight  last  year  to  split  the  oil  anc 
steel  operations  into  separate  compa 
nies.  Management  tried  hard  to  get  < 
better  reputation  on  Wall  Street.  Ir 
the  past  decade  it  took  S3  billion  ir 
writeofl^s  and  sold  $7  billion  in  miscel- 
laneous assets — ft^om  chemicals  tc 
railroads.  But  what  was  it?  A  steel 
company.'  Or  an  oil  company? 

usx  (Chairman  Charles  A.  Corry 
took  over  from  Da\id  M.  Roderick  in 
1989  and  agreed  with  Icahn  that  nei- 
ther the  oil  nor  steel  side  was  being 
properly  \alucd  by  analysts  on  Wall 
Street.  But  he  didn't  want  the  tax  and 
debt  refinancing  problems  of  a  tradi- 
tional spinoff. 

So  CA)rr\\  now  59,  a  sott-sp>oken 
lawyer  accountant,  fielded  his  own 
recapitalization  plan;  one  company, 
rvvo  stocks.  It  was  an  unusual  plan. 
The  parent  owed  all  the  debt  and 
managed  both   businesses;  but  the 
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m  COPIER  OUTlASrED 

122  EMBEZZIEMENT 

CONVICTIONS,  99  INSIDE 

HUDES.  ANO  226  CASES 

Of  RACKETEERING. 


Q  Ah  yes,  the  undeniable  power  of  greed.  It 
can  take  a  usually  steadfast  and  reliable 
creature  from  the  office  to  the  courtroom 
quicker  than  you  can  say  subpoena.  But 
there's  one  thing  in  the  office  that's 
completely  trustworthy.  Savin  copiers.  And 
since  they  have  been  known  to  last  twenty 
years,  the  only  reason  you'd  replace  your  old 
Savin  copier  is  to  get  the  full  range  capability 
of  a  new  one.  Q  Take  the  new  Savin  9710. 
It  has  all  the  features  you  need  in  this  uh-oh- 

©  1991  Savin  Corporalion 


we-made-too-many-copies-where's-the- 
paper-shredder-when-we-need-it  business 
world.  QUke  high  speed  and  high  volume 
performance,  with  a  3700-sheet  paper 
capacity.  Seven  preset  enlargement/ 
reduction  modes,  with  an  eighth  you  can  set 


where  you  like.  Automatic  copying  from 
unburst  computer  forms  so  you  don't  have  to 
stand  there  and  ponder  the  meaning  of  life.  A 
guidance  display  so  easy  even  the  temps 
can  understand  it.  And  a  Job  Card  System 
that  makes  tedious  copying  jobs  a  piece  of 
cake.  Q  So  here's  what  you  should  do.  Don't 
hire  anyone  who  can't  look  you  in  the  eye. 
And  call  Savin  today  at  1-800-52-SAVIN.Q 

sai/in 


WE  MIND  YOUR  BUSINESS. 
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U.S.  steel's  Fairless  Works  near  Philadelphia 

Once  a  flagship  for  USX,  its  steelmaking  ended  this  year. 


equity  part  of  the  capital  was  broken 
into  two  parts.  In  May  the  holders  of 
each  USX  share  received  one  share  of 
usx-Marathon  Group  and  one-fifth 
share  of  usx-U.S.  Steel  Group.  St\'- 
mied,  Icahn  sold  out  for  a  small  profit 
to  brokers,  who  have  scattered  his 
shares  among  institutions. 

The  result."  Wall  Street  is  finally 
paying  attention  again  to  usx.  From  a 
share  price  oflSVs  before  the  split  was 
announced  in  January,  the  two  stocks 
now  trade  at  the  equivalent  of  over 
37,  up  28%.  Ironically,  the  steel  shares 
have  outperformed  the  oil.  But  both 
stocks  seem  to  be  on  a  roll,  and  for  the 
first  time  in  years,  analysts  are  being 
upbeat  about  USX. 

First,  there  is  good  news  on  the  oil 
side.  Unlike  almost  every  other  major 
company,  Marathon  is  poised  for 
growth.  When  its  big  East  Brae  field 
in  the  North  Sea  comes  on  stream  in 
1995,  crude  output  will  jump  from 
about  200,000  barrels  per  dav  tt)  o\  er 
225,000. 

Meanwhile,  Marathon  has  found 
what  could  be  a  billion -barrel  field  in 
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Tunisia  worth  up  to  $8  per  share, 
analysts  say.  Two  new  Gulf  of  Mexico 
finds  have  as  much  U.S.  reser\'es  as 
Marathon  pumps  in  a  year.  It  also 
boasts  some  of  the  countr\''s  most 
profitable  refining  and  marketing. 
The  reason:  The  company  focuses 
fijel  sales  on  a  few  Midwest  states  and 
has  upgraded  refineries  to  use  cheaper 
crudes. 

The  news  in  steel  is  still  bad  but  less 
bad  than  it  was.  Having  cut  raw  steel 
capacity  by  half  since  1983,  to  16.5 
million  tons  a  year  (three  plants  versus 
seven),  and  poured  investment  into 
continuous  casting,  USX  has  vastly  re 
duced  its  fixed  costs  while  boosting 
productivity'.  Man-hours  per  ton  arc 
one-third  the  1 1  hours  needed  in 
1982,  but  wage  and  benefit  costs  arc 
roughly  the  same  520  to  S25  per 
houi,  even  after  infiation,  thanks  to 
union  concessions.  The  steel  side  lost 
$90  a  ton  on  \  er\'  low  volumes  in  the 
first  quarter,  but  that  eased  to  a  loss  of 
$41  a  ton  in  the  second  quarter  and 
may  near  break-even  in  the  third, 
analvsts  sav.  Order  bt>oks  are  fillinn  as 


the  recovery  strengthens. 

Unfortunately,  steel  prices  are  st 
lousy.  Steel  quotes  are  down  aboi 
$30  a  ton  from  their  levels  a  year  age 
to  around  $450,  putting  ever>one 
the  business  in  the  red.  But  usx  is 
low-cost  producer,  and  a  10%  pric« 
rise,  Corr\'  notes,  could  mean  an  o\^ 
crating  profit  of  nearly  half  a  bilhoii  , 
dollars  for  USX,  or  $9  per  steel  share W 
"There  is  a  lot  of  leverage  on  the  up' 
side,"  Corr\-  says.' 

In  order  to  help  realize  that  lever- 
age, usx's  Corr\'  has  worked  out  a 
number  of  joint  ventures,  including 
one  w  ith  Japan's  Kobe  Steel,  \\  hicli  is 
half-owner  of  usx's  huge  old  Lorain, 
Ohio  plant. 

More  joint  ventures  could  be  in  the 
cards  to  fiirther  scale  back  steel  expo- 
sure. Is  C\)rr\  edging  the  company 
out  of  the  steel  business:  "We're  not 
running  away  trom  steel,"  he  sa\s. 
"We're  making  it  a  Ix'tter  business." 

With  the  new  two-stiKk  company, 
the  market  w  ill  be  in  a  better  pt)sition 
ti>  judge  just  how  Corry  is  doing.  So 
far,  pretty  gocnl.  ^  I 
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AFEW 
COMPELLING    , 
REASONS  FOR 
OUBLE-HULLED 
OIL  TANKERS. 


Last  year,  DuPont  announced 
that  its  energy  unit,  Conoco, 
would  pioneer  the  use  of  new 
double-hulled  oil  tankers  to 
help  safeguard  the  environment. 

Estimates  indicate  that  they'll 
cost  50  million  dollars  each- 
about  15%  more  than  conven- 
tional oil  tankers.  And,  they'll 
carry  about  10%  less  oil. 

But  estimates  also  indicate 
they  could  eliminate  or  signifi- 
cantly reduce  the  damage  from 
oil  spills,  saving  thousands  of 
sea  birds,  otters,  sea  lions, 
dolphins  and  other  sea  life.  |~ 

The  reaction  has  hppn  ovet 
whelmingly  positive 


DOPONJ 


lER  THINGS  FOR  BETTER  LI V 


IN  ADVANCED  COMMERCIAL  AVIATION  TECHNOLOGY. 


7  years  before  anyone  else,  Airbus  Industrie  introduced 
full  digital,  fly-by-wire  computerized  controls.  Other  Ists  include 
advances  in  wing  designs,  materials,  aerodynamics,  even  fuel 
tanks,  all  to  make  flying  safer  and  more  economical. 

Technological  innovation  is  1  reason  why  over  100  customers 
have  bought  more  than  1,700  aircraft,  and  why  Airbus  Industrie 
has  become  the  2nd  most  successful  commercial  aircraft 
manufacturer  in  the  world. 


In  only  20  years,  the  international  consortium  has  launched 
advanced  aircraft:  the  A300,  A3 1 0,  A320.  A32 1 ,  A330  and  A34( 

This  integrated  family  offers  a  complete  range  to  serve  th 
world's  airline  needs.  And  that's  not  all.  At  Airbus  Industri. 
we're  now  working  on  the  aircraft  that  will  debut  the  Ists  of  th 
21st  century. 

That's   why.    in   commercial   aviation,    we're   Number 
and  leading. 


li 


AIRBUS  INDUSTRIE 


What  now? 


i 


Allied  forces  led  by  the  U.S.  have  seriously  weak- 
ened the  Iraqi  army,  humbled  Saddam  Hussein  and 
handed  Kuwait  back  to  the  Kuwaitis. 

Does  this  mean  peace  at  last  in  the  region?  Or  has 
the  war  created  new  problems  and  responsibilities 
Americans  need  to  face  up  to,  such  as  the  refugee 
issue? 

If  these  questions  weigh  on  your  mind,  perhaps 
you  would  be  interested  in  knowing  more  about  the 
political  and  historical  forces  that  have  shap>ed  our 
relations  with  Middle  East  countries. 

The  Foreign  Policy  Association,  a  nonprofit,  non- 
partisan organization,  gives  Americans  from  all 
walks  of  life  an  in-depth  look  at  the  factors  which  are 
igniting  passions  in  the  world's  hot  spots.  We  do  this 
through  public  events,  discussion  groups,  teacher/ 
student  workshops  and  TV  programs. 


Each  year  we  also  publish  an  insightful  96-page 
journal  entitled  Great  Decisions.  The  '91  edition 
backgrounds  the  Middle  East  crisis  and  offers  some 
future  policy  options,  discusses  the  breakup  of  the 
Soviet  empire,  looks  at  the  role  of  the  U.S.  in  a  trans- 
formed Europe  and  other  vital  topics. 

We  let  U.S.  leaders  know  how  you  feel,  too.  Anon- 
ymous opinion  ballots  are  included  in  the  pages 
of  Great  Decisions.  Answers  are  tabulated  and 
passed  on  to  national  policymakers. 

In  this  issue  there's  one  on  the  Middle  East.  So  you 
can  have  a  say  in  what  happens  there  next. 
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FOREIGN  POLICY  ASSOCIATION 


Call  1-800-628-5754  for  your  free  copy  of  "The  Middle 
East:  new  frictions,  new  alignments,"  an  extract  from 
Great  Decisions. 

OR  write  Foreign  Policy  Association,  729  7th  Avenue, 
NY,  NY  10019.  Please  send  me  the  latest  edition  of  Great 
Decisions.  I  enclose  a  check  or  money  order  for  $10. 

NAME 
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Charles  Givens'  books  on  financial  advice  are  silly 
and  superficial,  but  the  man  has  something  to  teach  us: 
There's  no  such  thing  as  bad  publicity. 

How  to  market 
mediocrity 


By  Mary  Beth  Grover 

Earlier  THIS  year  Charles  J.  Givens' 
press  agent  tried  to  get  his  client  a 
repeat  appearance  on  cnn's  immense- 
ly popular  Larry  King  Live.  He  was 
told:  "You've  been  on  twice  already; 
call  us  when  you've  got  something 
new."  Then,  in  August,  the  Wall 
Street  Journal  ran  a  front  page  story 
that  was  highly  skeptical  about  the 
financial  advice  Givens  has  peddled  so 
successfully  for  many  years. 

That  did  it.  Ten  days  later  the  tall, 
blond,  blue-eyed  Givens  was  again 
displaying  his  charm  to  the  1  million 
people  who  watch  Larry  Kin£i  Live. 
Givens  skillfiiUy  countered  the  Jour- 
naPs  criticism  of  him,  and  even  got  off 
a  crack  about  how  much  more  power- 
fijl  than  print  TV  was. 

All  of  which  shows  there's  really  no 
such  thing  as  bad  publicity.  A  good 
salesman  knows  how  to  turn  nega- 
tives into  positives  for  his  product. 
Chuck  Givens  is  a  master  at  using  TV 
to  that  end. 

Read  one  of  Charles  Givens'  two 
books,  and  then  stare  in  wonderment 
at  the  New  Tork  Times  bestseller  list. 
The  books  are  fiill  of  advice  that 
ranges  from  the  trivial  to  the  fatuous. 
Of  the  dozens  of  financial  self-help 
volumes  littering  the  shelves  of  a  me- 
dium-size bookstore,  these  two — 
Wealth  Without  Risk  and  Financial 
Self-Defense — are  among  the  least  re- 
warding. Why  is  it,  then,  that  the 
books  are  the  bcstsclling  of  the  genre, 
with  over  2  million  copies  sold? 

The  answer  is  that  while  he's  barely 
so-so  as  an  adviser,  Givens  is  a  great 
marketer — of  himself  C'harlcs  J.  Giv- 
ens has  had  some  skillful  book  mar- 
keting departments  behind  him, 
some  professional  help  with  publicity 


and  the  benefit  of  a  few  lucky  breaks. 
But  the  real  credit  for  the  bestseller- 
dom  belongs  to  the  author.  Givens' 
career  should  be  a  case  study  in  any 
business  school  marketing  course. 

First  step  to  success  as  a  financial 
author:  Be  personable.  Smooth-talk- 
ing Givens  gives  a  good  interview  on 
television  talk  shows.  He's  a  real  mas- 
ter of  the  sound  bite.  Benjamin  Gra- 
ham, probably  this  century's  most 
important  financial  author  ( Securities 
Analysis  znd  The  Intelligent  Investor)., 
died  in  1976  relatively  unknown  out- 
side of  Wall  Street.  Graham  didn't  live 
long  enough  to  make  it  onto  the 
Oprah  Winfrey  show — on  which  Giv- 


The  Million  Copy  #1  Best-Seller 


How  to  Develop 
a  Personal 
Fortune  Withouti 
Going  Out  on 
oLimb 
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Charles  Givens'  bestseller 
Reading  without  reward? 


ens  was  a  guest  in  December. 

Next:  Personalize.  Inject  your  o\ 
life  into  your  lectures.  Givens'  spiel 
much  like  that  of  the  revivalist  preac  !^ 
er  who  tells  of  his  wayward  youth,  I 
drinking   and   chasing  women  aj 
then  his  reform.  Givens'  life  stc 
begins  with  his  birth  in  Decatur,  1 
50  years  ago  to  a  middle-class  fanp^  "i^ 
which  later  went  broke.  The  tale  ci»4^^ 
tinues  through  his  early  successes 
business,   his   financial   ruin   at  tlf---' 
hands  of  greedy,  incompetent  broke'  -i'^ " 
or  insurance  agents,  and  his  subs 
quent  enlightenment. 

Finally:  Look  successfijl.  Benjam 
Graham  really  flopped  here.  Graha; 
did  earn  a  fair  amount  of  money  fi"oi 
his  books  and  from  his  investment 
but  he  would  never  have  made  it 
Lifestyles  of  the  Rich  and  Fa  mo 
Contrast  Givens,  who  tells  his  folio 
ers  that  his  net  worth  is  SI  1 0  millioi 
If  so,  it  is  his  genius  at  publicity,  n 
his  investment  techniques,  that  a 
counts  for  much  of  it.  Givens  charg 
a  basic  fee  of  S399  for  membership 
the   Altamonte    Springs,    Fla.-bas 
Charles  J.  Givens  Organization. 

"Everybody  dreams  of  being  ric 
some  day,"  says  Peter  Ulmer,  wh 
used  to  run  wealth -creation  semin 
for  Givens.  The  Givens  marketin 
capitalizes   nicely   on   this  yearnin 
with  this  brilliantly  simple  pitch:  I  a 
independently   wealthy,    and    I    a 
sharing  the  secrets  of  \\'ealth  vsith  y 
because  you  can  be  wealthy,  too. 

Givens  learned  the  seminar  busij^ 
ness  at  the  feet  of  a  master,  Gleni 
Turner.  He  signed  up  to  sell  Turner' 
Dare  to  Be  Great  motivational  tape 
in  Nashville  in  1970.  Turner  is  nasfl^i 
ser\'ing  a  prison  sentence  for  fraud  ii 
Arizona,  but   he   w  as  a  giant   ot   . 
salesman.  The  appeal  he  used  sounds 
quite  a  bit  like  Givens':   Poor  bojiii 
makes  good.  Turner  told  follower 'f 
how  he  was  the  son  of  a  souths 
sharecropper  turned  millionaire.  Giv>u 
ens  calls  the  $5,000  he  invested  witfci 
lurncr  "the  best  investment  I  cvccj 
made  in  m\  life  ...  I  learned  selling  oj 
was  a  science."  ti 

For  technical  help,  Givens  turned:; 
to  the  Los  Angeles,  Calif -based  Mi-ai 
chad  Baybak  &  C\>.,  a  public  relations)  ( 
firm.  Givens  got  his  big  break  whem 
Bavbak  gt>t  him  on  the  Today  show  onJ 
hilv  30,  1985.  Fven  then  Givens  was 
looking  for  angles.  He  recalls:  "Let's 
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^at  maybe  they  [Baybak]  booked 

)n   something   like   the    Today 
\,    I'd    pay    them    $5,000,    no 

hly  retainer." 

idy  had  Givens  back  the  very 
fday  because,  as  Bryant  Gumbel 
jhis  viewers,  "He  had  so  many 
ideas  that  our  phones  rang  off 

look."  Today  had  Givens  back 

\ — for  three  days  in  a  row — that 

jber. 

lat's  when  Simon  &  Schuster's 

:ric  Hills  "discovered"  Givens. 
|kought  to  myself,  'When  have  you 

seen  any  author  on  the  Today 
V/  three  days  in  a  row.^' — and  this 


A  dream  told  in  ways  that  society's 
losers  can  relate  to.  In  Wealth  Without 
Risk,  Givens  claims  that  he  was  penni- 
less as  a  youngster  after  his  father  died . 
Ah,  but  there  is  hope.  At  25,  he  writes, 
he  "was  a  millionaire  for  the  first  time 
through  the  creation  of  a  Nashville 
music  business  conglomerate."  But 
the  woods  are  ftill  of  predators.  He 
was  broke  again  at  26  because  of  his 
no-good  insurance  agent.  Indomita- 
ble, he  worked  his  way  back.  Three 
years  later  he  claims  he  was  again  rich 
as  an  executive  of  Genesco,  the  Nash- 
ville apparel  and  shoe  manufacturer. 
A  "vested,  fast-talking  stockbroker" 


'  t  I 


w^ 


ns  with  wife  Adena 

ng  it  up  for  Lifestyles  of  tlie  Rich  and  Famous. 


didn't  even  have  a  book."  Hills 
e  Givens  a  $100,000  advance, 
^is   book    Wealth   Without  Risk, 
IV   to   Make  a   Personal  Fortune 
thout  Goin^  Out  on  a  Limb,  has 
d  1 .4  million  copies  and  has  been 
the  bestseller  list  (in  the  how-to 
egory)  for  117  weeks.  Givens'  cur- 
t  press  agents.  Planned  Television 
ts,  say  Givens  is  under  a  $3  million- 
is  contract  to  write   three   more 
oks  for  Simon  &  Schuster. 
Editor  Hills  doesn't  figure  on  los- 
;  any  money.  The  second  book, 
nancial  Self-Defense,  so  far  has  sold 
0,000     copies.     Explains     Hills, 
'v.merica  has  always  been  in  love  with 
ioratio  Alger  story,  from  Benjamin 
anklin  on  up  to  Charles  I.  Givens. 
^s  part  of  the  American  dream." 


lost  Givens'  second  fortune. 

Not  mentioned  in  the  book:  anoth- 
er sort  of  adversity  that  Givens  had  to 
overcome.  He  was  indicted  in  Nash- 
ville in  1969  on  a  charge  of  receiving 
and  selling  a  stolen  car;  after  a  trial 
ended  in  a  hung  jury,  the  charge  was 
dismissed. 

The  executive  suite  at  Genesco.'' 
The  company  says  he  was  a  manager 
in  the  computer  department. 

You  might  think  the  huge  sales  of 
the  $22  Wealth  Without  Risk  would 
undercut  sales  of  the  very  similar 
home-study  course  in  finance  that  is 
the  principal  attraction  of  the  $399 
membership  in  Givens'  organization. 
Quite  the  contrary.  Since  he  put  out 
the  book,  Givens  says,  he  has  signed 
up  another  150,000  members.  And 


now  he  offers  a  more  advanced  mem- 
bership for  $900. 

Among  the  rewards  of  membership 
are  a  slew  of  audio  and  videotapes  and 
Givens'  monthly  newsletter.  A  "$145 
value,"  it  imparts  such  expert  finan- 
cial advice  as  a  two-part  series  on 
"How  I  Married  a  Millionaire,"  writ- 
ten by  Givens'  second  wife.  Free  ad- 
vanced workshops,  another  reward, 
"turned  out  to  be  further  sales  pitch- 
es," says  Eric  Rems,  a  mechanical 
engineer  based  in  Franklin  Park,  111.  A 
four- day  real  estate  course  costs 
$1,695. 

Five  states  have  cited  Givens  or 
related  entities  for  various  securities 
or  insurance  violations.  The  North 
Dakota  securities  commissioner  and 
several  other  states  are  investigating 
some  $40  million  worth  of  private  real 
estate  Umited  partnerships  Givens' 
brokerage  firm  sold  to  members  start- 
ing in  the  early  1980s.  The  SEC  is 
investigating  as  well. 

Unfazed,  Givens  has  moved  into 
money  management,  raking  in  S77 
million  from  members  since  last  Oc- 
tober. The  money  management  cli- 
ents pay  2V2%  a  year  for  market  timing 
advice.  The  advice  is  based  on  an 
apparendy  mechanical  formula  that 
involves  moving  into  stock,  bond  or 
money  market  mutual  fiinds  accord- 
ing to  Givens'  "money  movement 
strategy,"  whose  signals  are  keyed  to 
fluctuations  in  the  prime  rate.  The 
chief  money  manager  is  Tom  Breiter, 
an  ex-broker  for  penny-stock  peddler 
Blinder,  Robinson. 

The  entry-level  seminars  are  so  suc- 
cessfiil  that  Givens  doesn't  deliver 
them  anymore;  he  has  a  stable  of 
commissioned  lecturers  to  do  that. 
Givens  prefers  conducting  $700, 
three-day  SuperSelf/ Alpha  Mind 
Power  seminars.  Here  members  can 
discover  the  power  to  be  "10  feet  tall 
and  bulletproof" 

The  folks  who  pay  Chuck  Givens 
big  amounts  for  banal  advice  could 
just  go  out  and  buy  Ben  Graham's 
classic  Securities  Analysis  for  $53.  If 
they  read  Graham  carefully,  they'll 
learn  the  techniques  that  made  War- 
ren Buffctt  and  lots  of  other  people 
rich.  But  you  have  to  work  at  reading 
Graham,  and  you'll  have  to  seek  out 
the  book.  That  nice  chap  Chuck  Giv- 
ens is  right  there  on  T\'  talking  so 
earncsdy.  .  .  .  ^M 
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Presentation  software  jazzes  up  corporate  slide  shows. 
Aldus  Corp.  hopes  it  will  do  the  same  for  its  growth. 

Visual  persuasion 


By  Kathleen  K.  Wiegner 

Shaitle  BASED  Aldus  Corp.  was  one 
of  the  prime  movers — and  prime  ben- 
eficiaries— of  the  desktop  publishing 
movement  that  was  set  in  motion 
seven  years  ago  by  the  introduction  of 
the  Apple  Macintosh.  Aldus'  flagship 
PageMaker  software  program  let  Mac 
owners  turn  their  computer  screens 
into  electronic  pasteup  boards,  creat- 
ing professional -quality  layouts  for 
newsletters,  pamphlets,  brochures 
and  the  like.  Last  year  Aldus'  revenues 
hit  $135  million,  66%  of  it  from  Page- 
Maker (the  rest  comes  from  other 
graphics  products  like  FreeHand,  a 
drawing  program,  and  PrePrint,  for 
four-color  separations).  PageMaker 
has  sold  over  794,000  copies  at  $795 
(list)  each  in  17  languages. 

But  until  very  recently  PageMak- 
er's growth  had  been  slowing.  Unit 
shipments  grew  a  relatively  modest 
14%  last  year.  PageMaker  has  been 
squeezed  both  at  the  low  end  by 
newer  word  processing  packages  like 
Microsoft's  Word  for  Windows 
($495)  and  at  the  high  end  by 
Quark's  Quark  XPress,  which  has 
been  a  hit  with  large  magazines. 

To  put  Aldus  back  onto  a  higher 
growth  track,  the  company's  presi- 
dent and  cofounder,  Paul  Brainerd, 
43,  has  been  increasing  Aldus'  com- 
mitment to  a  new  category  of  soft- 
ware called  presentation  software;  its 
market  is  estimated  to  grow  23%  this 
year,  to  1.39  million  units  shipped, 
according  to  Dataqucst,  the  San  Jose, 
Calif -bavSed  market  consultant. 

This  software  enables  business  peo- 
ple to  produce  snazzy  overhead  pro 
jector  slides,  35mm  slides,  on-screen 
presentations  and  printed  handouts. 
These  programs,  which  can  merge 
text  and  scanned-in  graphics  and  pho- 
tographs, have  been  around  on  both 
Mac  and  ihm  compatible  machines 
for  a  few  years.  Aldus  has  sold  a 
presentation  software  product.  Per 
suasion,  for  the  Mac  since  1988. 


Aldus  President  Paul  Brainerd 

Building  more  than  a  one^iK  company. 


But  with  the  introduction  of  Mi- 
crosoft's new  version  of  Windows  ear- 
lier this  year,  presentations  and  fancy 
graphics  of  all  kinds  are  now  easier  to 
create  on  an  iBM-compatible  PC.  This 
opens  up  a  big  new  market.  Windows 
3.0  has  already  given  Aldus  a  second 
wind:  Sales  of  new  Windows  versions 
of  Persuasion  and  PageMaker  explain 
Aldus'  33%  increase  in  revenues  and  a 
31%  increase  in  earnings  in  the  quar- 
ter ended  June  28. 

Brainerd  knows  his  way  around  the 
printing  business.  Formerly  an  ink- 
stained  wretch  himself,  he  earned  a 
graduate  degree  in  journalism  from 
the    Uni\ersit>'    of  Minnesota    and 
worked  on  the  production  side  at  the 
Minneapolis  Star  C"  TribtDic  until 
1980,  when  he  joined  Atex,  a  manu 
tacturcr  of  computer-based  publish- 
ing equipment.  When  Fastman  Ko 
dak  bought  Atex  in  1983,  it  decided 
to  close  the  Redmond,  Wash,  plant 
where  Brainerd  was  working.  Brain 
erd,  a  natixe  of  Oregon,  decided  to 
stay  in  the  Northwest  and,  with  five 
other  Atex  employees,  founded  Al 
dus.  Brainerd  put  up  $100,000  he  got 
from  cashinu.  in  his  Atex  stock.  Aldus 
was  named  tor  the  15th  centiuv  \'c 
netian  w ho  inxented  italic  t\pe. 


By  1989  Aldus'  growth  was  slj 
ing,  and  Brainerd  realized  it  was 
to  leave  daily  management  to  oi 
while  he  concentrated  on  creai 
new  products.  He  recruited  seasol 
managers,  freeing  him  to  come 
with  ways  to  expand  Aldus's  pn 
ojfferings  and  show  that  Aldus  was 
just  another  "one-hit"  company, 

Persuasion  is  up  against  some  si 
new  products,  among  them  Ch 
from    Micrografx    and    Hollyw( 
from  IBM.  Softrware  Publishing's 
vard  Graphics  and  Lxjtus  Freel 
the  top  sellers  on  DOS  machines, 
about  to  release  Windows  versi 
Microsoft's  Powerpoint,  the  lea( 
on  Macs,  is  already  out  in  a  Wind 
version.  In  late  August,  Aldus 
nounced  an  aggressive  trade -up  pi 
gram:  Anyone  turning  in  an  eligj 
version  of  competing  DOS-  and 
dows-based     presentation     grap 
programs  would  get  a  copy  of  Persi 
sion  2.0  tor  Windows  for  only  S9 

Reviewers  give  Aldus'  new  and  i 
proved  $495  Persuasion  package  hil 
marks  because  of  its  many  featur 
including  a  built-in  oudiner,  exte 
sive  control  over  color  and  spe 
effects,  a  clip-art  librarv',  and  a  vari 
of  templates  to  help  noxices  with 
graphics  sense.  Persuasion  also  has  t 
potential  to  become  an  entry -le 
program  for  people  wanting  to  dev 
op  multimedia  presentations — th 
which  add  sound  and  fiill- motion  vi 
eo  to  a  presentation  package. 

Brainerd  has  been  on  something 
an  acquisition  spree.  Last  year  he  pa 
$26  million  in  stock  for  Silicon  Beat 
Softw  are  in  San  Diego;  it  makes  lo\ 
er-priced  entr) -level  graphics,  mull 
media  and  publishing  softxsare.  Th 
acquisition  gives  .\ldus  a  MacintO! 
product  to  sell  to  graphics  noWcctlj 
Brainerd  has  also  bought  Photost>lc 
an  electronic  image  prcKessing  pre 
uram  for  Windows. 

Do  the  acquisitions  mean  Aldu 
200  person  development  staff 
slacking  oti>  N\>t  at  all,  says  Brainerc 
"We  ha\  e  to  di>  acquisitions  as  well ; 
internal  dc\elopment  to  grow  as  fa: 
as  we  want  to."  With  his  12%  ownci 
ship  of  Aldus  worth  5120  n^illior 
Brainerd  doesn't  need  tt>  work,  but  h' 
dt>es  want  to  see  the  company  h 
created  sun  ive  the  tough  new  conipe 
titit>n.  So  far  he's  doing  an  exccller 
|ob.  ■ 
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KEEPING  UP  ISNT  GETTING  ANY  EASIER. 

OR  IS  IT? 


If  you  think  business  Is  operating  on  a  fast  track  today, 
ust  wait  until  tomorrow.  And  the  next  day. 

But  no  matter  how  absurd  the  pace  gets,  from  now  on 
keeping  up  will  be  a  lot  easier. 

Thanks  to  the  Minolta  EP  8601  high-volume  copier. 

This  workhorse  turns  out  60  copies  per  minute.  Handily. 

Staples,  stamps  CUrgent."  •Confidential."  etc.)  and  sorts 
at  the  touch  of  a  button. 

Produces  up  to  50.000  copies  between  toner  refills 
(double  that  of  any  copier  In  Its  class). 

Even  accesses  up  to  50  different  messages  for 


solving  virtually  any  copying  problem,  via  an  easy-to-read 
LCD  screen.  So  If  you're  Interested  in  keeping  up.  we 
suggest  you  look  Into  this  or  any  of  our  high-productlvlty 
copiers  today.  After  all.  times  a-wastin'. 

Call  1-800-9 -MINOLTA. 


COPIERS  AND  FAX  MACHINES 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 
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COMPUTERS/COMMUNICATIONS 


Looking 
backward:  2001 


Esther  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1.0. 


Last  month,  during  all  the  hullabaloo 
over  the  tenth  anniversary  of  the  IBM 
PC,  my  computer  gave  a  strange  blink 
and  produced  the  following  document. 
I  don't  know  what  the  engineers  did 
when  they  were  upgrading  my  office 
network,  but  it  seems  that  they  captured 
a  file  out  of  a  time  machine — a  speech 
delivered  in  the  year  2001  by  the  chair- 
man of  something  called  AcmeNet. 
AcmeNet  is  evidently  a  federation  of 
information  industry  suppliers,  in- 
cluding software,  hardware  and  data- 
base vendors  and  operators  of  electronic 
mail  networks. 

Greetings,  ladies,  gentlemen  and 
computers.  It  is  a  tribute  to  the  suc- 
cess of  AcmeNet  as  we  approach  the 
tenth  anniversary  of  our  founding 
that  I  can  speak  to  all  of  you  electroni- 
cally. We  expect  10,000  people — plus 
another  3,000  information  agents — 
at  our  convention  this  week,  but  no 
one  is  attending  in  person. 

Our  federation  began  in  November 
1991 — interestingly  enough,  about 
the  same  time  that  the  IBM  Personal 
Computer  was  celebrating  its  tenth 
anniversary.  Will  we  be  as  obsolete  by 
our  twentieth  year  as  the  PC  is  now?  I 
think  not.  Our  concept — that  success 
in  the  computer  industry  belongs  to 
consortia  of  smaller  companies,  not  to 
the  corporate  monoliths  of  yester 
year — seems  as  valid  today  as  it  was  in 
the  1990s. 

There   is  precedent   for  what   has 


happened  to  our  industry.  Those  of 
you  old  enough  to  remember  know 
that  there  was  a  time  when  the  king  of 
retailing  was  the  downtown  depart- 
ment store — the  Macy's  or  Gimbel's, 
the  giant  store  with  everything  imag- 
inable under  one  roof.  The  world 
changed,  and  the  department  stores 
were  displaced  by  malls.  Shoppers 
preferred  to  get  their  shoes  from  one 
store,  their  toys  from  another,  their 
furniture  from  a  third.  The  boutiques 
benefited  from  their  close  proximitv' 
to  one  another  within  a  single  mall — a 
consortium,  that  is — but  they  also 
benefited  from  the  vitality  and  inno- 
vation that  go  with  smallness  and 
competition. 

The  era  of  consortia  in  the  comput- 
er industry  got  under  way  not  long 
afiier  the  conquest  of  department 
stores  by  the  malls.  For  a  while,  the 
most  talked-about  alliance  was  one  of 
two  giants,  Apple  and  IBM.  They 
teamed  up  originally  to  combine 
IBM's  chip-designing  capabilities  and 
market  presence  with  Apple's  soft- 
ware friendliness.  By  1995  they  had 
combined  IBM's  Profs  electronic  mail 
network  and  Apple's  AppleLink  into  a 
giant  networking  operation  that  is 
our  biggest  competitor  today,  but  not 
a  very  effective  one.  IBM  found  its  true 
role  as  a  systems  integrator  and  con- 
sulting firm,  installing  computers  de- 
signed by  Apple  and  built  mostly  in 
Asia.  Apple,  meanwhile,  acquired 
Cray  Research  in  1994  and  then  IBM 
in  1997.  The  resulting  monolith,  Ap- 
plem,  manufactured  its  last  piece  of 
hardware  the  following  year — a  fine 
ct)llector's  item,  but  the  customer, 
the  Soviet  Unit  (sic).,  was  by  then  t(K> 
small  to  use  it. 

Applem's  recognitit)n  of  the  mar- 
ket for  networking  gave  us  both  legiti 
macy  and  a  competitor.  But  there  was 
a  big  difference.  Applem  was  a  giant 
company  tr\'ing  to  think  small;  our 
AcmeNet  was  a  federation  ot  stiiallish 
companies     deli\enng     global     sys 
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terns — primarily,  network  senices 

Other  companies  also  teamed 
In  1996  there  was  the  trend-se 
four-way  Borland-Novell/DRi-Qu 
terdeck- Compaq  merger,  represc 
ing  the  past  standard  based  on  i 
ancient  IBM  PC.  Note  that  IBM  ii 
was  only  peripherally  involved 
that  it  missed  much.  The  PC  end  of 
business  is  a  tiny  niche  market  tod 
mostly  selling  replacement  parts 
users  with  older  systems. 

The  independent-minded  Mici|is 
soft  was  left  out  of  all  these  mergi 
and  looser  federations.  How  did 
survive?  It  got  out  of  computers  ai 
into  real  software — information  p 
lishing,  that  is.  Bill  Gates  bought  i 
the  electronic  rights  to  as  many  infc 
mation  sources  as  he  could  lay  han 
on — encyclopedias,  artwork,  nove 
interactive  movies,  databases 

And  how  did  our  AcmeNet  thri 
in  this  environment?  By  fostering 
healthy  dose  of  competition  amoij 
our  own  members.  We  are  an  el 
tronic  mall.  A  big  mall  has  five  st 
selling  shoes,  three  selling  toys.  Thi. 
compete  with  one  another,  but  til 
fact  that  they  are  all  there,  with  sligh 
ly  different  merchandise,  helps  dra; 
picky  shoppers  to  the  mall — and  elc 
tronic  shoppers  to  us. 

In  the  computer  business  this  st)' 
of  competitive  cooperation  was  a< 
vanced  by  Andersen  Consulting, 
computer  consultant.  A  corporati 
building  a  network  of  3,000  compu 
ers  could  go  to  .\ndersen  for  an  unb| 
ased  selection  of  the  best  com^x 
nents — file  ser\ers  from  this  vendo 
printers  from  that  one.  E-mail  soh 
ware  from  another.  These  supplici 
compete  with  one  another,  but  thej^ 
also  must  cooperate  to  a  degree  and  C 
course  cooperate  with  Andersen.  A 
you  know,  former  Andersen  consul 
tants  are  now  the  largest  single  mem 
ber  group  in  AcmeNet. 

Where  do  we  go  frtim  here?  A 
chairman  of  the  AcmeNet  federation 
I  am  both  sad  and  prmid  to  tell  yoi 
that  1  am  starting  a  new  operation.  W« 
are  getting  tixi  large  and  successful 
and  the  only  answer  is  to  launch  ; 
competitive  consortium — a  new  mal 
across  the  street,  as  it  were.  I  Ux)l 
for\\ard  to  wi>rking  with  you  again 
and  to  striving  to  win  your  business  a: 
you  will  strive  t(^  win  the  right  to  wort 
within  mv  new  tedcration.  0 
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Days  ago.  We  were  first'.' 


Hey,  are  we  talking  some  kind  of  secret  weapon  here?" 


The  answer  is  in  Dialog. 


rmation— complete,  precise,  up- 
he  minute.  It's  your  most  powerful 

ness  tool.  Find  exactly  what  you 
d  to  know  fast  in  Dialog,  the  worlds 

and  largest  electronic  library.  We 
r  over  400  diverse,  detailed  data- 
es  readily  accessible  online  via 
nputer  and  modem,  many  even 


on  compact  disc.  You  probably  won't 
have  to  look  anywhere  else.  See  your 
Information  Specialist  about  Dialog. 
Or  call  for  a  free  kit  on  Dialog  infor- 
mation for  your  industr\'. 


1-800-3-DIALOG 


Outside  U.S.,  415-858-3785.  Fax  415-858-7069. 


nialof  Business  Tools:  For  marketing, 
finance,  manufacturing,  and  manage- 
ment. Full-text  industry  reports,  financial 
tables,  worUiu'ide  company  data,  market 
data,  patents  and  trademarks,  techni- 
cal articles,  current  news.  From  D&B, 
SSii.P.  Predicast,  Teikoku,  McGraw-Hill, 
KnightRidder,  and  many  other  sources, 
many  updated  daily,  even  continuously. 


DIALOG  INFORMATION  SERVICES,  INC. 

A  KNIGHT-RIDDER  COMPANY 

^1  Dialog  Information  Scrv.cc.  Inc.  3460  H.llv.cw  Avenue,  Palo  Al.o,  Cal.fomu  94304  All  rgh.s  reserved  DIALOG  »  .  servicemark  of  Dialog  Information  Service*.  Inc,  Reptered  US  Pa.en.  and  Tr«lem.rV  Office 


M2I2 


i.4HIJ!N»:liJ>JII!liTim 


EDITED  BY  GARY  SLUTSKER 


The  silent  majority  of  the  brain's  cells  are  glia.  A  belated 
effort  to  understand  what  they  do  may  lead  to  treatments 
for  stroke,  Alzheimer's  and  AIDS  victims. 

Smart  glue 


"Have  you  ever  seen  fresh  brain?" 
asks  neurologist  Jerry  Silver  of  Case 
Western  Reserve  University  in  Cleve- 
land. "It  is  a  little  more  dense  than 
water  but  less  dense  than  Jell-O.  It  has 
no  connective  tissue.  The  brain  is 
nerve  cells,  and  outnumbering  them 
eight  or  ten  to  one  are  glia.  They  are 
the  'connective  tissue'  of  the  brain." 

If  you  haven't  heard  of  glia,  don't 
worry.  When  two  prominent  neuro- 
scientists  proposed  an  article  to  Scien- 
tific American  two  years  ago  on  star- 
shaped  cells  called  astrocytes,  the 
most  common  type  of  glia,  they  were 
referred  to  the  editor  who  handles 
astrophysics  instead  of  brain  research. 

The  name  glia  comes  from  the 
Greek  word  for  glue,  which  is  an 
accurate,  if  incomplete,  description  of 
what  these  cells  do.  Until  very  recent- 
ly, glia  were  thought  of  as  inert, 
spongelike  cells  that  provide  the  brain 
what  little  structural  support  it  has.  By 
manufacturing  the  insulation  that 
covers  the  delicate  nerve  projections 
called  axons,  the  glia  give  the  brain's 
white  matter  its  color. 

But  during  the  last  decade  or  so 
researchers  began  uncovering  evi- 
dence that  the  glia  play  a  critical  role 
in  the  development  and  healthy  func- 
tioning of  the  brain.  Glia  are  now 
thought  to  be  responsible  for  every- 
thing from  promoting  ner\'e  cell 
growth  to  maintaining  the  proper 
electrical -chemical  environment  in 
the  synapses,  the  tiny  spaces  between 
neurons.  They  also  play  a  role  in 
degenerative  brain  diseases,  from  Alz- 
heimer's to  multiple  sclerosis  and  Par- 
kinson's. Nobody's  making  money 
from  glia  yet,  but  the  race  is  on  to  find 
drugs  and  procedures  based  on  them. 

In  short,  researchers  now  believe 
the  brain  consists  of  two  immense 
networks:  one  composed  of  neurons, 
over  which  sensory  and  motor  infor- 


mation from  around  the  body  is  trans- 
mitted and  processed,  and  a  second 
made  up  of  glial  cells,  which  monitors 
the  first  one  and  intervenes  in  various 
ways  to  keep  it  functioning  properly. 

The  holy  grail  for  neuroscientists  is 
regenerating  nerve  fibers.  If  they 
could  do  this,  they  could  reverse  spi- 
nal cord  injuries  and  degenerative 
brain  disorders.  Regenerating  nerve 
fibers  has  so  far  been  impossible  in  the 
human  central  nervous  system,  al- 
though breakthroughs  have  been 
made  in  rats.  "If  you  take  an  eye  out  of 
a  fish,  it  will  completely  regrow  the 
eye  and  the  optic  nerve,  and  the  fish 
will  see  again,"  says  scientist  Silver. 
"You  can  completely  sever  the  spinal 
cord  of  a  newt  or  salamander,  and  in 
six  weeks  it  will  be  swimming  around 
as  normal  as  ever.  They  can  do  it.  Why 
can't  we?" 

The  answer  has  to  do  with  glia. 
When  neurons  in  the  central  nervous 
system  are  damaged — as  the  result  of 
a  stroke,  for  example,  or  a  car  acci- 
dent— the  astrocytes  (see  illustration, 
opposite)  react  by  instandy  walling  off 
the  site  of  injury  with  scar  tissue. 
These  scars  limit  brain  damage  during 
disasters.  But  they  also  produce 
chemicals  that  impede  nerve  growth. 

A  few  years  ago  Silver  undertook 
this  strange  experiment:  He  plucked 
astrocytes  from  rat  embr\'os  and 
transplanted  them  into  adult  rats  in 
which  the  sensor\'  ner\'es  leading  from 
the  legs  were  crushed  at  their  spinal 
cord  roots.  A  fraction  of  the  rats  were 
able  to  surmount  the  scar  barrier  and 
regrow  the  severed  ner\'es  directly 
into  the  spinal  cord.  It  was  the  first 
time  any  regeneration  of  the  sensor}' 
nerves  had  been  achieved  into  the 
central  ner\'ous  system  of  a  mammal. 
After  this  success,  some  venture  capi 
talists  formed  Gliatech  Inc.  in  C-levc- 
land  to  commercialize  Silver's  ulial 
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Gliatech's  Silver  and  Oesterlmg 

"You  can  completely  sever 

the  spinal  cord  of  a  newt  or  salamandr 

and  in  six  weeks  it  will  be  swimming 

around  as  lormai  as  ever.  They  can  do 

it.  Why  can't  we?" 


ceil  research. 

Nerxe  regeneration  is  still  a  lo 
way  oflf.  But  Gliatech  has  found 
more  immediate  application  for 
research  on  ner\'e  cell  scars.  Excessr  *" 
scarring  is  a  serious  problem  in  varic 
t\pes  of  surger\',  such  as  back  surge 
after  which  muscle,  ner\es  and  skJ ,: 
can  fijse  together,  causing  pain 
numbness.    Cardiac    adhesions, 
which  the  hean  becomes  attached  t( 
lung  or  the  chest  wall  following  ope' 
heart    surger\-,    make    reoperatin 
which  is  necessar\'  in  about  a  third 
bypass  patients,  extremely  risky. 

With  the  help  of  Silver,  Gliatech  h 
come  up  with  a  tar  more  p>otent  ve 
sion  of  a  cell  growth  inhibitor  it  isola 
ed  from  astrocytes.  It  can  even  I 
used  to  prevent  unw  anted  scar  tissi 
from  forming.  So  far  the  compour 
has  been  used  successfully  in  rats  ar 
rabbits,  and  the  firm  hop>cs  to  begi 
testing  on  humans  in  about  a  yea 
"Surgeons  tell  us  that  if  they  ha 
something  to  prevent  the  scar,  they' 
be  interested  in  it,"  sa^-s  Thomas  Oc 
terling,  the  pharmaceutical  chemisti 
Ph.D.  who  is  president  of  privatel 
held  Gliatech. 

There  may  Ix*  other  wa\"s  to  rcgcr 
crate  nerw  cells.  In  the  pcriphen 
ncfNOus  SN'stcm,  in  which  ncr\r  cable 
connect   scnso^^•   and    motor   ner\ 
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The  brain  consists  of  neurons 
and  glial  cells.  The  glial  cells  in 
the  brain  section  are  star 
shaped  astrocytes  (also  seen 
fluorescing  in  the  photo- 
micrograph above);  oligoden- 
drocytes; and  microglia.  As- 
trocytes keep  neuronal  path- 
ways dear  of  excess 
chemicals  and  react  to  iiqury  by 
walling  off  damaged  neurons 
with  scar  tissue.  Oligodendro- 
cytes make  the  hot-dog4ike 
insulatHMi  that  wraps  neuronal 
axons.  Micn^ia  are  involved 
In  the  body's  immune  response. 


it  I  (-lings  from  around  the  body  to  the 

iSnal  cord,  nerve  regeneration  regu- 

"ly  occurs,  in  part  thanks  to  a  differ- 

;c(t  subclass  of  glia  called  Schwann 

:i|lls.  Richard  Bunge,  a  doctor  at  the 

i;|nivcrsit\'  of  Miami  School  of  Medi- 

ine,  has  used  transplanted  Schwann 

:11s  to  stimulate  nerve  growth  within 

tic  spinal  cord  of  a  rat.  But  simply 

owing  nerve  fibers  isn't  enough. 

ihe  ner\'es  have  to  plug  themselves 

to  the  right  connections  in  the  spi- 

1  cord.  "We  still  need  to  see  if  they 

member     their     addresses,"     says 

lunge,  whose  work  at  the  Miami 

Iroject  to  Cure  Paralysis  is  sponsored 

p  part  by  Gliatech. 

I  So  far,  Gliatech  is  the  only  company 
)cused  specifically  on  glial  cells,  but 
Lscarch  is  going  on  elsewhere  as  well, 
o-called  neurotrophic  growth  fac- 
ors,  which  promote  nerxe  growth, 
re  being  developed  by  other  drug 
ompanies  ranging  from  publicly  held 
lephalon  to  Athena  Neurosciences,  a 
rartup  whose  founding  scientist  is  a 
larxard  neurologist. 


The  glial  cells  nurture  neurons,  but 
they  can  also  turn  against  them  with  a 
destructive  vengeance.  Healthy  oli- 
godendrocytes, a  t)'pe  of  glial  cell, 
keep  neuronal  axons  tightly  wrapped 
with  a  fatt)'  insulation  called  myelin. 
But  when  these  oligodendrocytes  are 
damaged,  they  are  unable  to  repair 
damaged  or  missing  myelin.  This  is 
believed  to  be  a  key  step  in  the  chain 
of  events  that  ends  in  multiple  sclero- 
sis. Likewise,  in  the  autopsied  brains 
of  Alzheimer's  patients,  the  telltale 
clumps  of  amyloid  deposits  that  turn 
healthy  neurons  into  a  hideous  tangle 
of  unusable  circuits  are  filled  with 
astrocytic  scar  tissue. 

Why  does  the  brain  turn  on  itself? 
At  Baylor  College  of  Medicine  in 
Houston,  Dr.  Dana  Giulian,  a  neu- 
rologist, thinks  the  answer  has  to  do 
with  one  type  of  glial  cell,  microglia, 
which  makes  up  the  brain's  immune 
system.  Giulian  recently  studied  cases 
of  AIDS- related  dementia.  More  than 
60%  of  AIDS  patients  suffer  brain  de- 
generation, ranging  from  forgetful - 


ness  all  the  way  to  Alzheimer's-t\'pe 
dementia.  Yet  when  these  patients  are 
autopsied,  their  neurons  show  no  sign 
of  being  infected  by  the  virus  that 
causes  aids.  The  only  brain  cells  that 
are  infected  are  microglia,  which, 
once  infected,  release  neuron-de- 
stroying toxins. 

Giulian  hopes  his  research  will  lead 
to  the  use  of  new  drugs  to  limit  this 
kind  of  overreaction.  Finding  daigs 
that  suppress  the  overreaction  by  mi- 
croglia could  reduce  neuron  destruc- 
tion and  help  limit  brain  damage  in 
stroke  and  brain  injur\'  patients.  Like- 
wise, drugs  that  imitate  the  toxins 
produced  by  microglia  could  one  day 
be  trained  to  zero  in  on  unwanted 
cells,  like  those  of  brain  tumors. 

In  1976,  when  Siher  was  doing 
postdoctoral  work  at  Harxard,  col- 
leagues said  he  was  wasting  his  time 
studying  glial  cells.  "People  told  me, 
'They  don't  do  anything,  they're  just 
a  big  sponge  in  the  brain,'  "  says 
Silver.  "Now,  it's  hard  to  think  of  a 
brain  without  glia."  -G.S.  WM 
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The  shock  market 


COMMENTARY  BY  M  CHAEL  G  ANTURCO 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


For  the  past  few  weeks  two  fero- 
ciously competing  biotechnology 
companies,  Centocor  of  Malvern,  Pa. 
and  Xoma  Corp.  of  Berkeley,  Calif., 
have  focused  the  attention  of  stock 
market  players,  biotech  analysts,  sci- 
entists, the  Food  &  Drug  Administra- 
tion and  a  San  Francisco  jury.  Each 
company  makes  a  new  drug  intended 
to  rescue  patients  suffering  from 
blood  poisoning  caused  by  so-called 
gram-negative  bacteria  ("gram"  is  a 
reference  to  a  dye,  not  to  weight) — a 
condition  that  can  rapidly  deteriorate 
into  septic  shock  and  death.  Centocor 
and  Xoma  are  in  confrontation  in  the 
courts,  in  the  markets,  in  the  press 
and,  most  important,  at  the  fda,  over 
their  respective  products. 

At  stake  is,  as  one  breathless  analyst 
told  me,  "the  chance  to  become  an- 
other Am  gen."  Revenues  from  an 
approved  septic  shock  drug  could 
quickly  amount  to  well  over  $  1  billion 
annually.  But  there  is  no  assurance 
that  either  drug  will  be  approved  by 
the  FDA.  This  high  degree  of  uncer- 
tainty is  why  so  many  speculators  have 
been  drawn  to  this  hugely  visible  and 
controversial  situation. 

What  is  an  informed  investor  to  do? 
The  stock  market  has  already  bet  on  a 
Xoma  defeat  and  a  Centocor  victor\'. 
(Centocor  shares  have  gone  from  an 
October  low  of  15  to  its  current 
trading  range  centered  on  35.  Xoma 
shares  have  been  knocked  down  from 
their  March  high  of  33  to  17. 

I  diink  the  market  has  overreacted. 


I'd  sell  Centocor  short  and/or  buy 
Xoma.  I  believe  the  immediate  out- 
come of  the  FDA  conclusions — no 
matter  who  wins — will  be  to  move 
Centocor's  stock  down  and  Xoma's 
up.  Why?  If  the  fda  does  end  up 
favoring  Centocor,  traders  will  want 
to  take  their  profits  on  it.  Simulta- 
neously, short- sellers  will  take  theirs 
by  buying  up  Xoma.  If  the  fda  deci- 
sion favors  Xoma,  the  stocks  will  go 
the  same  way  (Xoma  up,  Centocor 
down),  but  with  a  more  dramatic 
flourish. 

Behind  the  stock  market  battie  and 
the  patent  lawsuit  are  two  fairly  prom- 
ising drugs  that  fight  a  deadly  disease. 
Gram-negative  septic  shock  is  the 
thirteenth  most  common  cause  of 
death  in  die  U.S.,  killing  70,000 
Americans  each  year.  The  cause  of  the 
disease,  gram-negative  bacteria,  can 
be  knocked  out  by  antibiotics,  but 
they  transport  on  their  cell  surfaces 
complex  molecules  called  endotox- 
ins. The  endotoxins  remain  toxic  to 
the  body  after  the  bacteria  are  dead. 
Endotoxins  trigger  a  cascade  of  im- 
mune system  responses  that  can  lead 
to  death.  The  condition  most  com- 
monly occurs  in  already  ill  people  who 
contract  it  in  hospitals. 

Both  Centocor  and  Xoma  have 
used  cell  fiision  to  create  their  prod- 
ucts: monoclonal  antibodies  against 
the  dangerous  endotoxin  molecules. 
An  antibody  clamps  down  on  the 
endotoxin  wherever  it  discovers  it  in 
the  blood,  effectively  neutralizing  the 
danger.  Monoclonal  antibodies  are 
highly  selective  in  action.  They  will 
attack  the  endotoxin  for  which  they 
are  targeted  and  nothing  else.  This 
makes  monoclonal  antibodies  ver\'  at- 
tractive as  a  medicine,  since  side  ef- 
fects should  be  slight. 

A  difference  between  Centocor's 
drug,  which  is  called  Centoxin,  and 
Xoma's,  which  is  called  F>5,  is  the 
original  source  of  the  antibody-mak- 
ing cell.  Centocor  used  a  human  anti- 
body-making cell.  Xoma  used  one 
from  a  mouse.  Shrill  scientific  argu- 
ments are  now  to  be  heard  from  both 
sides  of  the  issue  on  this  distinction 


between  the  two  products.  The  q 
tion  of  the  relative  "mousiness' 
the  medicine  does  indeed  matter, 
most  of  the  points  go  to  Centocc 
but  it  is  essentially  a  side  issue 
investors. 

Centocor,  which  has  no  U.S.  ] 
ent  on  its  drug,  was  sued  for  pai 
infringement  by  Xoma,  which  d« 
Xoma's  boosters  hope  the  court 
uphold  its  broad  patent,  which  co^ 
any  monoclonal  antibody  acting 
the  endotoxin  at  a  specific  site.  W 
analysts  concede  the  two  products 
very  similar,  but  it  seems  unlikely  t 
are  identical.  A  legal  argument  n 
centers  on  the  precise  site  on 
endotoxin  complex  where  each  cc 
pany's  antibody  grabs  hold.  Bu 
ruling  on  this  technically  intrigu. 
issue  should  not  matter  to  investc 
Nor  should  the  initial  outcome  of  i 
patent  suit. 

Xoma  has  presented  data  to  the  F 
on  two  clinical  trials.  These  results ; 
less  impressive  than  those  present 
by  Centocor — but  Centocor  tested 
drug  in  only  one  clinical  trial  invo 
ing  fewer  patients.  Will  the  fda  fa\ 
Centoxin,  a  medicine  that  appears 
be  stronger  on  the  basis  of  its  sin| 
clinical  trial?  Or  will  it  favor  E-5. 
more  extensively  tested  medicine  i 
which  the  claimed  results  are  consi 
erably  more  modest?  There  are  oth 
possibilities:  a  dual  approval,  dela 
and  requests  for  fiirther  data.   B' 
most  people  agree  that  the  compa. 
with  a  head  start  in  this  market  \v 
seize  the  domestic  market. 

I  inter\iewed  three  pro-Centoc^ 
analysts,  asking  each  what  single  ft 
they  found  most  outstandingly  fa\  c 
able  to  Centoxin.  Each  analyst  r 
sponded  (unhesitatingly)  with  a  di 
ferent  salient  fact.  This  suggests  th 
no  one  fact  decisively  conveys  the  ca. 
for  Centocor.  Their  strongest  poii 
seems  to  me  to  be  a  reported  improv> 
nicnt  in  patient  mortalit\'  rates, 
claim  that  rests  on  the  clinical  tri 
result  to  be  considered  by  the  fda.  I 
this  trial,  Centoxin  reportedly  cut  th 
mortality  rate  from  49%  to  30%. 

What  really  counts  is  the  opinion  ( 
the  FDA  on  the  merits  of  these  tw 
drugs.  The  fda  will  take  up  the  matte 
in  early  September  and  could  render 
decision  in  a  few  da\s.  The  stix 
market,  meanwhile,  has  alread 
placed  its  bets.  ■ 
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It  takes  more  than  muscle  to  build  a  prize  fighter 


It's  people  flexing  their  minds,  not  their  muscles,  that 
lakes  the  F-15E  the  most  capable  dual-role  attack/ fighter 
the  world. 

Like  the  F-15E,  each  member  of  the  McDonnell  Douglas 
cam  performs  a  dual  role:  realist  and  visionary.  One  side 
)f  our  brain  is  realistic  about  what's  possible.  And  the  other 
:as  a  vision  to  create  the  impossible. 

Having  minds  capable  of  more  than  one  mission  has 


made  the  Eagle  stronger  than  any  other  bird,  it's  made 
our  Delta  rocket  more  reliable  than  any  other  satellite  launch 
vehicle.  And  it's  made  our  new  MD-1 1  commercial  airliner 
the  most  efficient  and  advanced  wide-body  in  the  air 

Any  company  can  bend  steel  into  airplanes.  But  only  a 
company  of  leaders  can  stretch  the  bounds  of  the  imagination. 
/if  OOO/VA/^1.1.  DOUGLAS 

A  company  of  leaders. 


PtKSUHALAI-rAIKS 


EDITED  BY  WILLIAM  6.  FLANAGAN 


Part  electronics  bazaar,  part  product  showcase 
and  test  market,  Tokyo's  Akihabara  district 
has  become  a  prime  tourist  destination. 

Techie  heaven 


By  Andrew  Tanzer 


Akihabara  crams  over  500  electronics  stores  in  a  half-mile  area 

Once  a  black  market  district,  it's  now  the  world's  electronics  capital. 


"If  you  go  to  Macy's  or  any  other 
large  department  store  in  the  U.S.,  it 
seems  like  almost  a  Third  World 
country  by  comparison.  If  you're  into 
electronics,  this  place  is  heaven." 

Gary  Rinck,  an  intellectual-proper- 
ty attorney  at  the  San  Francisco  law 
firm  Morrison  &  Foerster,  is  agog  in 
Akihabara,  an  entire  Tokyo  neighbor- 
hood devoted  to  gadgets,  gizmos  and 
geegaws.  It  is  the  most  astonishing 
array  of  electronic  products  anywhere 
on  earth. 

F^mulating  its  chip-crammed  mer- 
chandise, Akihabara  squeezes  more 
than  500  stores — ranging  from  hole- 
in-the-wall  parts  stalls  to  seven-story 
electric  appliance  emporiums — into  a 
ma/c  of  narrow  streets  and  pedestrian 
alleys  less  than  a  halfmilc  square. 
Each  weekday  about  75,000  people 
stream  through;  on  weekends  and 
holidays,  it's  triple  that  number.  In 
all,  shoppers  spend  $4  billion  to  $5 
billion  a  vear  in  the  district.  What  do 


they  buy.>  Everything  from  "smart" 
rice  cookers  to  notebook  computers 
to  flat-screen  wall-hung  TVs. 

About  20%  of  the  visitors  are  for- 
eigners— more  Koreans  and  Taiwan- 
ese than  Westerners  these  days — and 
they  are  seeing  and  buying  things  that 
might  not  show  up  in  their  home 
countries  for  months  or  years,  if  ever, 
lapanese  manufacturers  of  consumer 
electronics  launch  a  lot  of  products  in 
the  local  market  that  are  never 
exported. 

Larry  and  Alice  Oberman,  a  New 
lersey  couple,  are  tourists  in  Tokyo. 
Braving  the  sweltering  August  heat, 
like  toddlers  in  Disney  World  they 
stagger  through  Sato  Musen,  a  con- 
sumer electronics  outlet.  While  Larr\' 
gawks  at  a  line  of  portable  Omron 
medical  contraptions — including  one 
for  taking  blood  pressure  and  an<.)ther 
for  administering  a  massage  with  elec- 
tric impulses — Alice  admires  new 
household  appliances.  She  fixes  on 
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some  brighdy  colored  refrigerat 
with  multiple  doors  for  separate  c( 
partments.  "We  don't  have  thi*^' 
New  Jersey,"  she  says.  "It  looks  m 
like  fiirniture  than  a  dumb  refrig 
tor."  Then  her  attention  turns  t 
display  of  sleek,  cordless  irons. 

Like  most  American  shoppers, 
Obermans  are  not  interested  in  M 
standard  electronics  gear  like  V(  i-QI 
cameras  and  stereos.  Though  madtt  ^ 
Japan,  they  can  be  purchased  mi  tf« 
cheaply  in  Hong  Kong,  or  even  ts^ 
New  York  discount  stores.  The  favi  ioi 
ite  American  buys,  according  to  A  si'i 
habara  merchants,  are  such  itemsi  aiCi 
Sony's  new  passport-size  8mm  ca-  Biw 
corder  featuring  hi-fi  sound  anc  iB 
higher-resolution  picture  (abt  U 
$1,100);  a  Toshiba  pocket  color:  1} 
that  can  be  used  in  any  couni  ki 
($900);  a  tiny  j\c  microcomponci  Sk 
stereo  system,  bought  for  ofl5#  10. 
($400);  and  several  new,  portal  mi 
digital  audiotape  and  compact  dr  op 
player  models.  (The  DAT  players  r.  ;,» 
about  $600,  and  the  CD  players  av«  b,' 
age  $150.)  t  Dir 

Not  yet  practical  for  Americans  b:  ii 
still  fascinating  to  see  are  such  thin  ib 
as  Sony's  Data  Discman  (list  prk  n 
$420),  a  hand-held  "electron]  1 1 
book"  that  stores  on  tiny  3 -inch  disl  it 
books  or  encyclopedias  that  can  itt 
displayed  on  a  small  screen.  The  ga(  jn 
get  has  been  a  big  seller  for  over  a  yd  k 
in  Japan  but  won't  be  available  until » \ 
least  this  fall  in  the  U.S.  because  ol 
lack  of  sofhvare  in  English.  .-Vlso,  the 
is  a  Sony  palmtop  computer  that  us 
fijzzy  logic  writing  recognirid  | 
(Forbes,  May  13)  and  starts  at  S5G  f 
(no  F!nglish  version  available  yet),  ar.(  i 
a  Fujitsu  multimedia  machine,  whic:  a 
runs  from  S2,200.  j  i| 

Situated  on  the  site  of  what  was^  ^ 
black  market  during  the  L'.S.  occupKt 
tion  of  Japan  after  the  war,  Akihabaii 
is  not  prett)-.  Its  garish  signs,  blastin 
stereos  and  pushy  shopkeepers  are 
tar  cr\"  from  the  elegant,  impcccab  ; 
kept  boutiques  and  depanment  sti^n  > 
in,  say,  Tokyo's  Ginza  district. 

Bargaining  is  the  nt>rm,  ver\-  ur 
usual  in  )apan.  Rule  of  thumb:  TrN'  fc 
30%  otVthe  list  prices  of  older  prtxlm 
models,  10%  to  15%  ofl'thc  latest. 

Customers  are  sometimes  secretl, 
\ideotaped  by  clever  shopkeeper 
who  sell  the  tapes  to  manutacturers  V 
studv  consumer  tastes.  Other  entrc 
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eurs  are  even  more  covert:  It  is 
that  blueprints  of  the  internal 
dngs  of  even  the  latest  products 
be  bought  in  Akihabara's  back 
^^'''  :ts  a  week  after  the  products  are 
ched. 

panese     consumer     electronics 
ers  often  market  new  products 
in  Akihabara.  Toshiba,  for  in- 
ce,  takes  the  pulse  of  the  throngs 
putheast  Asian  shoppers  and  sup- 
s  the  information  to  its  factories  in 
region.  Japanese  electronics  gi- 
also  use  the  district  as  a  showcase 
technologies  of  the  ftiture.  For 
^ii|ance,  in  Yamagiwa,  a  multistory 
tronics  emporium,  Sony  and  Hi- 
are  displaying  early  versions  of  a 
i-definition  TV.  Price:  $30,000. 
irp  is  selling  early  versions  of  its 
hung  flat-panel  LCD  TVs,  which 
like  pictures  on  the  wall,  for 
000.  (There  is  no  model  for  the 
ra  V  market  yet.) 

>  Shopping — or  grazing — in  Akiha- 

I  Ira,  which  means  "field  of  autumn 

'  ^es,"  is  easy.  The  district  is  about 

minutes  by  taxi  from  downtown 

i  kds  such  as  the  Imperial,  or  4  min- 

'  hs  by  train  from  Tokyo  Station. 

n  )urs  are  generally  10  a.m.  to  7  or 

^  f>0  p.m.   Most  major  shops  take 

li!  l-dit  cards  and  will  deliver  merchan- 

•c  to  hotels  or  to  Narita  airport. 

3f(]nce    you    arrive,    the    densely 

ickcd  district  can  easily  be  walked  on 

t)t.  There  are  more  than  a  dozen 

ity-free  electronics  stores,  or  shops 

th  duty-free  floors,  in  Akihabara, 

[eluding  Laox,  Yamagiwa,  Hirose 

I  id  Nishikawamusen.  The  duty-free 
ops  won't  save  you  much,  if  any, 
oney.  But  they  do  ofi^er  English- 
»caking  personnel,  English-lan- 
lage  product  manuals  and,  most 
iportant,  made -for- export  mer- 
landise  designed  for  major  overseas 
larkets. 

The  product  specification  differ- 
hces  can  be  substantial:  For  instance, 
ppanese  electrical  products  use  a 
|()0-volt  current  instead  of  1 10  volts, 
hd  Japan  has  different  radio  bands, 
p/  channel  frequencies  and  a  different 
L-lephone  system. 
Note:  If  you're  shopping  for  a 
otebook  computer,  try  T-Zone,  an 
ight-floor  store  that  is  a  leading  re- 
liler  of  Apple  and  IBM  computers, 
he  store  sells  Japanese-  and  Taiwan- 
se-made  iBM-clone   notebooks   for 


about  $2,100  and  an  IBM  notebook 
with  English  and  Japanese  capability, 
priced  at  $1,900  (IBM  has  yet  to 
launch  its  notebooks  in  the  U.S.). 

Shoppers  should  also  stop  by  a  few 
domestic-oriented  electronics  stores. 
These  have  a  much  better  selection  of 
merchandise,  often  better  prices  and 
more  advanced  models  than  in  the 
duty-free  stores.  But  English  is  sel- 
dom spoken. 

Don't  miss  visiting  the  domestic 


appliance  stores  for  a  glimpse  of  some 
peculiarly  Japanese  products.  For  ex- 
ample, among  the  array  of  appliances 
using  fijzzy  logic  controls  there  is  the 
Toshiba  IQ  Fuzzy  vacuum  cleaner 
with  power  steering.  One  product 
that  the  Japanese  may  have  trouble 
selling  abroad,  however,  even  to 
American  tree  buggers,  is  a  Toto  toi- 
let that  emits  a  stream  of  water  and 
then  air  from  a  dr^'cr  to  substitute  for 
toilet  paper.  ^M 


New  pocket-size  color  TVs  are  popular-,  some  can  be  used  in  any  country 

But  everyday  electronics  gear  can  be  cheaper  at  your  local  discounter. 


Camcorders  are  among  the  popular  items  for  American  shoppers 

New  this  year:  Sony's  passport-size,  hi-fi,  8mm  camcorder  (about  $1,100). 
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GDLLECTOKS 


PERSONAL  AFFAIRS 


For  a  fraction  of  the  price 

and  no  insurance  costs,  some  collectors 

are  just  as  happy  with  reproductions 

as  with  original  oils. 

Well,  almost. 

1-800-2-CANVAS 


iict 


By  Christie  Brown 

There  will  always  be  art  fanciers 
who  think  tliat  a  very  close  facsimile  of 
the  real  thing  is  almost  as  good  as  the 
real  McCoy. 

"I  hate  phonies,  but  reproductions 
aren't  phonies;  you  wouldn't  refuse 
to  read  a  book  unless  it  was  the  origi- 
nal manuscript,  would  you?"  argues 
Bernard  Mondor,  owner  of  the  Paw- 
tucket  Red  Sox,  a  triple-A  baseball 
team.  His  Edgewood,  R.I.  home  is  a 
showcase  for  about  20  reproductions 
of  famous  paintings  by  Rembrandt, 
Homer,  Monet,  van  Gogh,  Renoir, 
Degas  and  more.  Average  cost:  $350. 

"Owning  a  million-dollar  painting 
makes  you  a  hotshot,  but  it  doesn't 
mean  a  thing  to  me,"  snaps  Nathan 


Ancell,  the  83-year-old  founder  and 
now  chairman  emeritus  of  Ethan  Al- 
len Inc.,  which  reproduces  antique 
furniture.  His  sprawling  New  Ro- 
chelle,  N.Y.  house  is  crammed  with 
beautiful  antique  fiarniture,  scrim- 
shaw, art  deco  bronzes  and  original 
paintings  by  such  prominent  19th- 
century  artists  as  Thomas  Sully  and 
William  Cosgrove.  These  share  the 
walls  with  30  fake  Renoirs,  Monets 
and  van  Goghs. 

Ancell  likes  the  reproductions  so 
much  that  they  are  sold  in  the  300 
Ethan  Allen  outlets. 

Arthur  K.  Salomon  is  a  grandson  of 
the  founder  of  Salomon  Brothers  and 
an  honorary  managing  director  of  the 


firm,  and  now  director  of  sale 
Temco  Inc.,  a  building  mainteni*^^ 
firm  in  New  York.  His  oflfice 
look  like  a  corner  of  the  Musee  d 
say  in  Paris;  the  gold-framed  re{ 
ductions  of  paintings  by  van  Gc 
Monet,  Picasso,  Pissarro  and  Lau' 
cost  $650  each. 

The  market  for  repros  and  copic 
famous  oil  paintings  is  a  growing  c 
fed  by  new  technolog\',  museu 
cooperation  and  simple  economic 

The  simplest,  and  least  expens  ^^' 
reproductions  are  made  by  print  '''■'^ 
the  images  on  canvas.  H.A.  DeNi  fft''' 
zio  Co.  (1-800-2-CAN^'AS)  claj  'C' 
to  be  the  largest  manufacturer  of  sv  ^"^^ 
reproductions.  Based  in  Somersvi  '^^ 
Conn.,  DeNunzio  reproduces  abc,  f^ 
600  paintings,  from  Old  Masters"  ^ 
Colonial  primitives,  priced  betwt  Ik 
$200  and  S500— with  fi-ame  inclu  t« 
ed.  The  "antique  cracked  finish'1  fc^i 
optional.  1  k 

How  are  they  made.^  A  lithogra'  ^ 
of  a  painting  is  transferred  onto  k 
prepared  canvas,  then  brushstrot  i^f 
are  applied  over  a  thin  layer  of  acryt  k 
to  give  the  image  texture.  You  do»  Jit 
have  to  look  too  hard  at  the  result  <  k 
know  it  is  a  repro,  but  the  quality  J  w 
the  image  is  certainly  better  than 
lithograph. 

One  worn*'  DeNunzio  does  nAKi 
have  is  licensing  arrangements  w%  p 


LEFT: 

Nathan  Ancell  with  a  fake  Renoir 

and  an  original  by  William  Cosgrove 

ABOVE: 

His  collection  includes  another  fake 

Renoir.  "Le  Moulin  de  la  Galette" 

He  loves  to  fake  out  his  guests. 
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luseums  that  own  the  originals. 

[bcsn't  have  to  pay  them  royalties 

use    it    starts    off   with    litho- 

hs — already  licensed  by  the  mu- 

s — and  merely  transfers  them  to 

as.  The  lithos  cost  about  $25 

(i  at  museums  or  from  big  publish- 

Ihouses  like  the  New  York  Graphic 

ct)',  which  has  over  3,000  images 

s  catalog. 

cNunzio  can  also  make  canvas 
Iroductions  of  posters.  Ball  team 
jicr  Mondor,  for  example,  had  a 
\  as  copy  made  of  a  favorite  Dali 
fter  that  friends  sent  him  from  Ger- 
by.  Cost.>  About  $400. 
eNunzio  charges  by  the  inch: 
*si  i  the  height  and  the  width  of  the 
■«aii  ige,  then  multiply  by  $8.50. 
'■istcn  \rtagraph  Reproduction  Technol- 
licrw  /  Inc.,  based  in  Toronto,  uses  a 
^incl  ire  sophisticated  technology — and 
*ii'  )duces  higher-qualit)'  images. 

The   original    painting   is   photo- 

wgn  iphcd  and  printed  onto  a  soft,  plas- 

onti  -like  surface,  which  is  then  bonded 

istro  a  canvas.  To  give  the  painting  more 

fjc!i  the  texture  of  the  original,  a  sili- 

iido  nC  mold  is  made  of  the  exact  brush- 

Aiilt  okes  of  the  original  painting,  or  a 

stom-made  copy.  The  mold  is  then 

an  Lssed  onto  the  canvas.  The  copies — 

lich  generally  cost  $495  to  $1,000 

iece — are  good  enough  to  fool  lots 

unsuspecting  amateurs. 

Ethan  Allen's  Ancell  loves  to  tease 

)use  guests  with  his  Artagraphs.  "I 

II  them  they'll  never  see  anything 

e  this  out  of  the  Louvre,  and  as  they 

0  goggling,  I  let  on  they  are  $700 

productions,"  he  says. 

Artagraph   (o-t-c,  symbol  xartf) 

s  licenses  to  copy  over  200  famous 

lintings  now  hanging  in  such  muse- 

ns  as  the  Hermitage,  the  Musee 

"Orsay  and  London's  Tate  Gallery. 

he  copies  are  sold  through  American 

xpress.  Sharper  Image  and  Kthan 

lien  and  other  furniture  stores. 

Ivana  Trump  was  so  impressed  that 

ic  ordered  1 ,400  Artagraphs,  mostly 

enoirs  and  Monets,  for  the  Plaza 

^lotel  when  it  was  redecorated  two 

cars  ago. 

The  high  end  of  the  reproduction 
ield  is  dominated  by  Heritage  House 
lalleries  in  Fort  Lauderdale,  Fla.  It 
pecializes  in  custom  copies  painted 
^y  skilled  FAiropean  artists.  Prices 
ange  from  $3,000  to  $20,000,  de- 
fending on  size  and  complexity.  Her- 
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Arthur  K.  Salomon  amidst  his  gallery  of  repros 

Van  Goghs,  Monets  and  others  for  about  $650  a  copy,  frames  included. 


itage  House  has  a  small  inventory,  but 
most  copies  are  done  on  commission. 

Its  clients  include  some  big-name 
collectors  who  put  their  originals  in  a 
vault  and  then  display  the  fakes,  to 
save  on  insurance  costs,  maintenance 
and  lost  sleep.  (The  insurance  savings 
will  quickly  pay  for  any  handmade 
copies.  A  $500,000  painting  can  cost 
$5,000  a  year  to  insure  if  displayed  in 
one's  home,  for  example.  In  a  vault,  it 
costs  just  $700.) 

Other  Heritage  House  customers 
are  loath  to  tell  friends  they  have 
disposed  of  their  original  paintings,  so 
they  hang  fakes  in  their  stead. 

What  happens  if  a  reproduction  is 
stolen?  Unlike  the  replicas  made  by 
DeNunzio  and  Artagraph,  which  are 
clearly  stamped  on  the  back  with  the 
company  names,  those  provided  by 


Heritage  House  are  not.  The  thief 
who  steals  one,  though,  is  in  for  a 
surprise  if  he  tries  to  sell  it.  Ultrax  iolet 
stamps  or  other  markings  that  are 
publicized  through  the  trade  will 
quickly  tip  off  any  reputable  dealer  or 
galler\'. 

While  the  purists  may  sneer,  people 
do  get  great  pleasure  from  owning  a 
good  reproduction.  'These  copies  let 
me  enjoy  great  paintings  in  my  own 
home  with  a  glass  of  C'hivas,"  says 
Bernard  Mondor. 

They  also  allow  him  to  be  some- 
thing of  an  art  patron,  economy  class. 
When  one  friend  was  slow  to  return 
Mondor's  copy  of  "The  Daughters  of 
Fldward  D.  Boit"  by  John  Singer 
Sargent,  Mondor  simply  made  it  a  gift 
and  bought  another  cop\  for  himself 
C:ost:  $385.  H 
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How  do  you  deal  with  employees  who  can't  do  basic 
math  or  write  a  simple  sentence?  Here's  how 
businesswoman  Kathryn  Hach  dealt  with  the  problem, 

Eager  pupils 


By  Dyan  Machan 

HERE'S  AN  INSPIRING  Story  about  how- 
one  little  company,  fed  up  with  how 
badly  schools  were  teaching  basic 
reading  and  math  skills,  did  some- 
thing about  it. 

Kathr\'n  (Kitt\')  Hach  is  chairman 
and  chief  executive  of  Hach  Co.,  a 
Loveland,  Colo,  maker  of  water- anal- 
ysis equipment.  She  complains:  "Of 
2,100  job  applications  we  receive 
each  year,  70%  have  to  be  thrown  out 
because  the  applicants  cannot  write  a 
complete  sentence."  But  like  many 
U.S.  employers,  Hach  no  longer  has 
the  luxury  of  simply  rejecting  illiterate 
and  innumerate  workers.  The  pool  of 
entry-level  workers  has  been  shrink- 
ing nationally;  employers  have 
been  forced  to  dig  deeper  in 
the  barrel  and  recruit  the  less 
qualified.  A  number  of  big 
companies,  among  them  Mo- 
torola and  Aetna,  have  fairly 
extensive  training  programs. 

Now,  so  does  httle  Hach. 
Ihe  company  offers  its  820 
employees  courses  in  basic 
math  and  basic  w  riting — cov- 
ering e\er\'thing  from  frac- 
tions to  punctuation.  It  offers 
42  courses  in  all,  has  three  full- 
time  teachers  and  taught 
10,000  hours  last  year — all  on 
company  time.  "Our  employ- 
ees are  very  eager  to  learn," 
says  Kitt\'  Hach.  The  name  is 
pronounced  "Hawk,"  which 
is  appropriate  for  a  68 -year- 
old  grandmother  who  pilots 
her  own  corporate  jet,  a  King 
Air  C  90  A  "We  have  compa- 
ny planes,  but  I  tly  my  own." 

Hach  Co.'s  need  to  do 
somethint;  about  its  workers' 
basic  skills  began  to  become 
apparent  in  198S.  That  was 
when  the  company  put  much 
greater  demands  on  its  pro 

1S8 


duction  staff  by  adopting  W.  Edwards 
Deming's  principles  of  qualit\'  control 
(Forbes,  May  27)  and  introducing 
just-in-time  inventor)'  techniques. 

The  new  inventory  system  required 
smaller  production  lots  to  be  made 
and  delivered  quickly.  This,  in  turn, 
meant  workers  had  to  do  a  number  of 
different  jobs.  An  assembly  man,  for 
example,  also  had  to  become  profi- 
cient in  qualit)'  control  and  parts  pro- 
curement. Implementing  Deming's 
theories  also  meant  keeping  sophisti- 
cated statistical  charts  and  under- 
standing basic  algebra.  Some  of  the 
company's  new  computer-controlled 
machinery  required  an  understanding 


Hach  Co.  founder  Kathryn  Hach 
Teaching  employees  the  basics 
when  high  schools  fail. 


of  trigonometrv'.  ^^^B 

It  soon  became  apparent  that  m^H 
of  Hach  Co.'s  workers  weren't  up^H 
the  new  demands.  As  an  experimc^H 
in  1989  the  company  offered  a  b^H 
math  class  for  one  hour,  rs\ice  a  w^H 
for  a  month.  Hach  found  that^| 
number  of  factor\'  errors  dropped  s^| 
nificandy  in  the  following  mont^| 
Algebra  II  and  trigonometr\'  clas^f 
were  added,  at  the  workers'  reques^f 
As  part  of  the  new  procedui^f 
production  staff  was  asked  to  h^| 
write  documents  on  operating  pro«^| 
dures.  On  several  occasions  empic^f 
ees  asked  the  training  director  ^| 
proofread  their  memos.  This  led  ^H 
company  to  offer  a  course  in  ba^| 
writing  skills.  That  was  followed  T1 
Hach's  Business  Writing  course  an  I  \ 
most  recentiy.  Writing  Skills  for  Sc  I 
ond  Language  Employees,  targetJL 
at  its  foreign -born  workers.  Bj 

KittN'  Hach's  572  million  (sal^J 
Nasdaq-listed  company  now  puts  9H 
of  its  S2 1  million  payroll  into  traininH 
That  includes  Hach's  tuition  reiifl 
bursement  program.  The  averafl 
U.S.  company  puts  just  1.4%  of  paW 
roll  into  training.  Does  it  pay?  AS 
cording  to  the  AlexandriH 
Va.- based  American  SocieB 
for  Training  &  DevelopmenH 
over  time,  employers  reap  prcH 
ductivit\'  increases  more  thai 
twice  as  high  as  the  increascB 
payroll  costs.  I 

Hach's    shareholders    haN^B 
no  reason  to  complain.  HacB 
Co.  has  posted  record  profiiB 
f^     and  sales  for  each  of  the  \xM 
seven  years,  and  the  trend  coiiB 
tinues  into  this  fiscal  year.  Iil 
addition,  sales  p>er  emplo\ccl 
one  measure  of  producti\ir\l 
have  expanded  steadily  in  th<l 
last  decade,  to  $90,000  in  thJ 
vcar   ending   .\pr.    v^O,   fronl 
iS84,800  the  year  before.  Em  I 
ployec  tumoN  er  is  down,  to  7^ 
trom  annmd  1 1  %  three  \ears  ago 
Kjtn    Hach  dcx'sn't  argue 
that  all  these  improvement^ 
stemmed  from  her  educatii>n 
al  programs,  but  she  has  nc 
doubt  that  the  programs  more 
than  paid  for  themselves. 

"Ihis  is  the  future,"  saN-s 
Hach,  "If  people  are  educated 
it  makes  running  a  business 
that  much  easier."  ■ 
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— ^*Our  collection  outgrew  our  old 
i  J^^L.-    -insurance  company,  so  we  found 


kind  of  protection  we  need.' 


-    1 1         SF- 


"It  must  be  Chitbb." 


I  -r-i*-^' 

i  Insuring  a  collectkm  means  understanding  its  uniqueness  as  well  as  adequately  covering 

'  its  value.  Chubb  has  the  expertise  and  capability  to  do  both.  Not  only  can  Chubb  shape  a  policy 
as  distinctive  as  each  collection,  Chubb's  highly  trained  experts  work  with  collectors  to  reduce  the 
chance  of  losses  from  ever  occurring.  And  shcnild  there  ever  be  a  claim,  Chubb  is  renowned  for  its 

responsive  service. 

With  this  collection  of  credentials,  it's  not  surprising  that  Chubb  insures 
more  private  collections  than  any  inher  insurance  ciMnpany.  Ask  your  agent  or 
broker  about  Chubb,  or  call  I  -800-36  CHURB. 

t    For  promotional  p..n>..>cs.  C :h..bb  refers  to  nuMiikr  inM.r.r>  ot  tlu-  ( -In.W^  t^ro.ip  ot  InM.r.uuc  C'omp.uucs  who  ismic  covcn.vzc 

(    Chuhh  IS  protKl  to  p;,rt,c.p.uc  m  "A.iu-ncn  ri..vho,.sc."  W.ud.  tor  ,t  on  TBS.  Ant.qm-s  cot.rto.v  ot  Tlu-  Shclhi.nu-  Museum,  ^hcl^umc.  \  crmont. 
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Captive  market 

Crime  pays  for  Florida- based  Wack- 
enhut  Corp.,  a  leader  in  security 
guard  services  with  lucrative  contracts 
from  the  U.S.  Department  of  Energy, 
the  State  Department  and  nasa.  On 
revenues  of  over  $500  million,  it 
earned  $6.9  million  last  year  ($1 .80  a 
share)  providing  security  services  and 
running  prison  facilities  for  cities  and 
states,  guarding  over  3,000  inmates  in 
nine  facilities. 

Now  Wackenhut  is  going  overseas. 
In  June  it  signed  a  deal  with  Austra- 
lian corrections  authorities  to  design, 
construct  and  run  a  600- bed  medi- 
um-security prison  in  the  state  of  New 
South   Wales.   Annual   revenues   to 
Wackenhut  and  two  Australian  part- 
ners: nearly  $13  million,  with  oppor- 
tunities for  more.  In  Europe  Wacken- 
hut is  bidding  on  a  contract  to  run  a 
remand  center  (a  detention  facility  for 
defendants  awaiting  trial)  in  the  U.K. 
"Since  we've  expanded  our  regular 
security  services  outside  the  country, 
there's  no  reason  we  can't  do  this  as 
well,"  says  George  Wackenhut,  72, 
the  company's  founder. 

Wackenhut  is  a  former  fbi  agent. 
He  says  his  firm  now  has  outposts  in 
more  than  40  countries,  giving  it  a 
head  start  over  the  competition  in 
prison  management. 

What's  next?  "We're  hot  on  the 
trail  of  something  in  Uruguay,"  says 
Wackenhut,  who  adds  that  the  com- 
pany is  angling  for  privatized  prison 
contracts  in  Canada,  Mexico  and 
Chile.  In  moving  overseas,  Wacken- 
hut is  making  things  tough  for  its 
closest  rival,  Nasdaq-traded  Correc- 
tions Corp.  of  America,  which  built 
and  designed  the  British  facility  both 
companies  are  bidding  to  manage. 
CCA  is  also  involved  in  Australia,  run- 
ning a  prison  in  Queensland,  but  lost 
out  to  Wackenhut  in  bidding  for  the 
New  South  Wales  facility. 

-Joel  Millman 

Courtroom  doctor 

M.  Lee  Pi;aiu;e  lost  his  1989  bid  to 
take  over  American  Medical  Interna- 
tional, the  Dallas- based  hospital  chain 
( 1990  revenues,  $2.5  biilion).  But  he 
has  gotten  handsome  consolation:  a 
$16  million  settlement  to  drop  a  law- 
suit alleging  fraud  in  the  1989  lever 
aged  buyout  led  by  a  group  headed  In 
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nvestorM.  Lee  Pearce 
A  fortune  in  health  care  and  banking. 

Chicago's  Pritzker  family  and  ex- 
United  Technologies  boss  Harr>' 
Gray.  Pearce  won  $2.5  million  in  July 
in  a  settlement  of  a  lawsuit  against 
Harold  Williams,  a  former  sec  chair- 
man who  headed  a  committee  of  ami 
directors  that  turned  down  Pearce's 
bid.  In  August,  when  ami  agreed  to 
pay  Pearce  nearly  $16  million,  Wil 
liams  got  off  the  hook. 

His  $16  million  courtroom  win- 
nings come  on  top  of  the  $84  million 
profit  Pearce  made  b>'  selling  his  large 
personal  stake  in  ami  to  the  successt\il 


George  Wackenhut  of  Wackenhut  Co^o. 
Capturing  profits  in  private  prisons. 

bidders.  His  net  worth  todav  is  corinl 
fortably  above  $200  million.' 

Pearce,  who  has  both  an  M.D.  anlic 
a  law  degree,  isn't  throwing  his  weal 
around.  He  drives  around  Miami  ir'  \i 
ten-year-old  Cadillac.  His  chief  indi 
gence  is  his  12,000-bottle  wine  cc 
lection.  "Compared  with  collectir 
art,  wine  is  less  expensive  and  a  !■ 
more  enjoxable,"  he  says. 

Pearce  is  also  collecting  faiU 
banks.  In  less  than  a  year,  out  otiti 
remains  of  busted  thrifts  and  banks  (pn 
south  Florida,  he's  created  a  bar 
with  S500  million  in  assets.  That  ca» 
the  pain  of  Pearce 's  S8  million  loss  ;t|ip 
AmeriPirst  Bank's  largest  shareholdi  Jbi 
w hen  the  feds  took  o\er  the  insoKci 
Miami s&i.  in  March.  -Shth  Llrov 
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Silver  lining? 

HtnvARO  Sii  \  FR.\iAN,  the  56  ycar-ol 
son  of  Polish  immigrant  parents,  h: 
built  Gruntal  iis:  Co.  into  The  Street 
1 4th  largest  brokerage  firm,  with  90 
brokers  and  36  otlices.  He  bad! 
w  ants  to  move  Gruntal  further  up  th 
list.  Problem  is,  while  he's  chief  exec- 
utive i>flicer,  he  dtKsn't  own  Camta 
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en's  mammoth  insurance  outfit, 
Hansa  spp  Group,  does, 
crman  sold  Gruntal  in  August 
,  right  at  the  peak  of  the  market, 
liaving  built  the  firm  up  with  a 
s  of  shrewdly  timed  acquisitions. 
)74,  with  brokerage  house  prices 
cssed  at  the  tail  end  of  a  bear 
;ct,    he    bought    rival    Steiner, 
„■  &  Co.,  doubling  Gruntal's 
Within    18   months  the   Dow 
ed  65%,  to  pierce  1000. 
c  showed  sharp  timing  again  in 
k^l983,  when  Gruntal — then  a  pri- 
wM  partnership — sold    40%    of  its 
k  to  the  public,  at  a  peak  of  the 
et  for  initial  oflferings.  Silverman 
out  $3  million  in  cash  and  re- 
d  15%  of  the  stock, 
year  later  the  stock  market  hit  a 
and  Silverman  snapped  up  anoth- 
val,  Herzfeld  &  Stern,  increasing 
ntal's  size  by  60%. 
he  1987  sale  of  Gruntal  was  to 
e  Insurance  Co.,  a  unit  of  Am- 
Corp.,    for    $100    million    in 
— 2.2  times  book  value.  Silver- 
T,  who  stayed  on  as  chairman, 
ted  $13  million  in  the  sale.  Two 
nths  later  the  market  crashed,  on 
k  Monday. 
coJjvmBase,  badly  mismanaged,  end- 
up selling  Home  Insurance  and 
intal  to  the  Swedish  insurance  gi- 
Now  Silverman  wants  to  buy  the 

fi^Dany  back.  "There  is  absolutely 
synergy  between  our  business  and 
:  a  t  of  our  property  and  casualty  par- 
he  grumbles. 
Frygg- Hansa  will   not   reveal   its 
ns  for  Gruntal,  but  investors  would 
well  to  pay  attention  to  Silver- 
in's  timing.  Given  his  record  for 
owing  when  to  buy  and  when  to 
it's  significant  that  he  wants  to 
V  now.  It  could  mean  lots  more 
)sperity  ahead  for  the  retail  broker- 
die  business  and  for  the  stock  market. 
-Matthew  Schifrin 

lave  the  cat 

)ST  OF  the  world's  automakers  are 

rting.  But  it's  been  a  beastly  couple 

\cars  for  William  Hayden,  who 

[  ^ame   chairman   of  Jaguar  when 

1)rd  Motor  Co.  bought  it  in  late 
>89  for  $2.5  billion. 
Hayden,  61,  the  British-born  for- 
ler  boss  of  European  manufacturing 
>r  Ford,  had  a  sick  cat  on  his  hands. 
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He  quickly  made  some  alarming  dis- 
coveries: Jaguar's  main  factory  at 
Coventry  was  the  worst  Hayden  had 
ever  seen  outside  of  Gorky.  Labor 
practices  were  horrible:  Production 
quotas  let  workers  leave  hours  early 
and  there  was  an  average  of  one  work 
stoppage  per  day. 

Slim,  bespectacled,  golden-haired, 
Hayden  has  shown  he  is  tough  as  nails 
by  ripping  up  Jaguar's  work  rules. 
"We  eliminated  all  restrictive  prac- 
tices in  one  negotiation"  last  fall,  he 
says.  Plant  efficiency  is  up  1 8%  so  far  in 
1991,  and  nearly  2,000  of  12,000 
workers  have  been  let  go,  with  more 
cuts  likely. 

But  while  Hayden  addressed  man- 
ufacturing problems,  sales  collapsed. 
In  the  U.S.,  Jaguar's  biggest  and  most 
profitable  market,  sales  are  oflf  52% 
from  last  year,  thanks  to  recession,  a 
new  luxury  tax,  alleged  poor  quality 
and  new  competitors  such  as  Lexus 
and  Infiniti.  Quality  today  is  the  best 
in  Jaguar  history,  Hayden  vows,  but 
the  word  takes  time  to  spread. 

To  stay  in  the  increasingly  competi- 
tive U.S.  market,  Jaguar  needs  new 
models.  Its  XJS  line — the  stunning 
coupe  and  convertible — goes  back  to 
1975.  Jaguar  has  nothing  comparable 
to  the  midlevel  luxury  models  exem- 
plified by  the  BMW  5  series.  Brand- 
new  Jaguar  models  are  probably  four 
or  five  years  away. 


Jaguar's  worldwide  volume  peaked 
near  50,000  cars  in  1988,  and  this 
year  it  looks  like  28,000.  So  Ford  is  a 
long  way  from  justifying  its  huge  in- 
vestment. But  Ford,  which  has  made 
up  to  $1  billion  a  year  in  gross  profits 
on  its  Lincoln  Town  Car,  wants  the 
extra  luxury  nameplate  that  Jaguar 
brings.  Still,  Hayden  says,  he  some- 
times thinks  he'd  like  to  call  it  quits. 
His  boss.  Ford  Chairman  Harold  Pol- 
ing, says  no,  not  until  Jaguar  is  back  in 
the  black.  With  Ford  solidly  behind  it 
and  with  the  higher  end  of  the  auto- 
mobile market  still  promising,  even- 
tual profitability'  isn't  an  "if  for  Jag- 
uar. It's  a  "when." -Jerry  FLI^4T  ^ 
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Jaguar  Chairman  William  Hayden 
Will  the  cat  roar  again? 


Gruntal  &  Co.  Chief  Executive  Howard  Silverman 
An  ace  market  timer  wants  to  buy. 
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privatizing  the  very  same  companies  he  nationalized  as 
President  in  the  mid-1970s.  "We  are  committed  to  major 
reforms,"  he  told  us.  "We  want  to  become  part  of  the 
global  economy."  Rising  stock  prices  and  the  flotation  of 
new  issues  have  raised  the  value  of  Venezuela's  publicly 
traded  equities  from  $2  billion  to  $8  billion. 

■  Argentine  President  Carlos  Menem,  a  Peronist  elect- 
ed on  a  platform  of  big  government  spending  and  who,  as 
a  state  governor,  railed  against  private  business  and  ex- 
panded the  government  sector,  has  begun  his  own  ambi- 
tious program  of  privatization,  tax  reduction  and  simplifi- 
cation. He  is  also  sweeping  away  trade  barriers  and  is 
readying  legislation  to  reform  Argentina's  straitjacket 
labor  laws.  "We're  not  stopping  until  we  totally  remake 
Argentina,"  Menem  declared  emphatically  to  our  group. 

■  Brazilian  President  Fernando  CoUor  echoes  his  peers' 
commitment  to  the  free  market:  "Our  course  is  set."  A 
few  months  ago  he  fired  his  finance  minister  because  her 
erratic  policies  had  lost 
the  confidence  of  Bra- 
zil's business  commu- 
nity and  Brazil's  credi- 
tors. He  replaced  her 
with  highly  respected 
Marcilio  Moreira,  who 
says  he  is  working  to 
"raise  more  revenues 
by  reducing  some 
[tax]  rates"  and  by 
simplifying  Brazil's 
Italianesque  tax  code. 

In  all  three  of  the 
countries,  income  tax 
rates  have  been  sharply 
reduced. 

The  economic  min- 
isters are  even  more  committed  than  their  bosses. 

In  Venezuela,  Pedro  Tinoco,  president  of  the  central 
bank,  notes  with  a  twinkle,  "I  drafted  much  of  this  free 
market  legislation  more  than  30  years  ago,  when  I  was  a 
private  lawyer." 

Argentine  Finance  Minister  Domingo  Cavallo  is  en- 
thusiastically chopping  away  at  tariffs  and  exchange  con- 
trols: "We  want  to  create  an  environment  to  attract 
capital.  We're  eliminating  domestic  taxes  that  acted  as 
nontariff  trade  barriers."  At  our  meeting,  he  openly 
prodded  officials  who  showed  recalcitrance  about  the 
government's  free  market  program.  (He  also  has  a  superb 
sense  of  humor:  "We  have  to  change  budget  directors 
every  few  months  before  they  get  a  heart  attack.") 

Argentina's  central  bank,  headed  by  Roque  Fernandez, 
who  reports  to  Cavallo,  has  instituted  reforms  reminis- 
cent of  currency  boards  once  popular  in  a  number  of 
countries  in  ihe  last  century.  No  money  is  p.ow  printed  in 
Argentina  unless  it  is  backed  by  dollars  or  gold.  Result: 
Interest  rates  have  fallen  from  over  200%  a  few  months 
ago  to  less  than  20%. 

So  dramatic  has  Argentina's  progress  been  that  the 
country  will  soon  be  (lo.uing  two-year,  dollar-denomi- 
nated notes  in  the  Hurodollar  markets. 
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U.S.  business  leaders  and  diplomats  confer  with  Argentine  officials: 

(1  to  r)  Fred  Smith,  CEO,  Federal  Express;  David  Rockefeller,  Chairman,  Council  of  the  Amer- 
icas; Allen  Paulson,  CEO,  Gulfstream  Aerospace  Corp.;  Gar\'  Jacobs,  CEO,  Laredo  National 
Bank;  MSF  Jr;  Robert  Mosbacher,  Secretary  of  Commerce;  Vice  President  Dan  Quayle;  Terence 
A.  Todman,  U.S.  Ambassador  to  Argentina. 


Nor  is  Argentina  merely  privatizing  state  monopc 
The  national  telephone  company,  for  instance,  was 
in  two.  One  spinoflf  has  acted  decisively  in  making  i 
more  efficient:  In  the  first  half  of  this  year,  it  reportet 
times  the  profit  of  its  counterpart. 

Martinez  de  Hoz,  a  former  Argentine  Finance  Mini   ^ 
who  attempted  to  pull  his  country  away  from  its  ecom^^ 
ic  disaster  more  than  a  decade  ago  (he  once  exclain 
"It's  not  enough  to  close  down  a  railroad  line;  you  \ 
to  tear  up  the  track  or  the  politicians  will  open  it 
again."),  thinks  the  reforms  will  stick:  "People  wan 
even   if  it   means   temporary'  discomfort.   That's  ^ 
Menem  changed.  He  sensed  the  mood  was  different. 
The  changes  are  already  beginning  to  pay  divider 
Argentina's  state-owned  oil  company,  YPF,  now  run 
Jose  Estenssoro,  a  retired  Hughes  Tool  Co.  executiw 
preparing  to  go  public.   It  is  shucking  off  unrela 
enterprises  and  cutting  back  its  bloated  payroll.  Este^  Z 

soro  proudly  told  us 
his    progress:    Dur 
the      1980s      ann 
losses  of  SI  billion 
more  were  comm< 
Last  year  the  compj, 
had  an  estimated  pit 
of  S80  mUlion 
cause  of  chaotic  bcx 
keeping,  final  numb' 
won't  be  known  fa 
w  hile. )  This  year's  bi' 
tom  line  should  bl< 
som  to  S300  milli. ' 
and     next    year's 
$700  million,  even  . 
oil  prices  stay  flat.  / 
this,  while  at  least  o  , 
competitor,  Exxon,  complains  YPF  isn't  charging  mote 
ists  enough  for  gasoline. 

Telefonica,  the  Spanish  telephone  company  that 
new  owner  of  the  Argentine  telephone  spinoff,  sent  oi 
of  its  executives  to  run  the  outfit.  He  told  United  Tel 
com  CEO  William  Esrey,  "I've  seen  what's  happened  ; 
telephone  systems  after  earthquakes,  after  fltxxls  and  aft 
major  fires.  But  none  of  that  prepared  me  for  w  hat 
found  in  Argentina." 

Of  the  old  company's  45,000  employees,  850  wa. 
physicians,  more  than  most  hospitals  require.  Why  all  tt 
doctors  for  a  telephone  company?  No  one  knew.  Anothli 
1,000  or  so  employees  simply  did  not  exist.  One  pnipul 
scheme:  A  widow  would  be  offered  a  deal  that  woul 
keep  her  dead  husband's  name  on  the  payroll  if  she  woui 
kick  back  a  portion  of  his  salar>'.  She  would  end  up  wit 
more  money  than  the  pension  would  have  given  her,  an 
the  personnel  officials  would  get  richer. 

Experts  estimate  that  one-half  of  Argentina's  elcctricii 
goes  unpaid  for  because  of  meter  tam^xring  by  bribQ^ 
meter  readers.  ■ 

The  Argentine  government  has  reduced  its  paymll  b 
60,000  out  of  a  million  or  so.  Why  so  little  outcrv 
Another  former  finance  minister  explains,  "Most  ofthdj 
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;e„^e  had  second  and  third  jobs.  They  never  did  any 

The  proof?  "Some  10,000  civil  servants  were 

cd  new  jobs  in  the  tax  collection  department  as  an 

ative  to  being  let  go.  They  were  told  that  these 

i  be  real ']ohs.  Only  90  accepted." 

nezuela  has  made  privatizing  its  ports  a  high  priori- 

arrently,  work  gangs  of  1 1  men  are  paid  to  do  the 

of  3.  (Labor  laws  ignore  the  container  revolution.) 

the  3  workers  assigned  to  the  job  don't  do  it.  They 

aid  so  well  they  subcontract  the  work  at  lower  wages 

thcrs. 

enczuela,  Argentina  and  Brazil  all  recognize  the  need 
aws  to  protect  the  integrity  of  intellectual  property 
as  patents,  although  Argentine  and  Brazilian  officials 
d  that  getting  effective  legislation  through  their 
esses  would  not  be  easy.  That's  something  new  for 
y  Latin  countries — learning  to  live  with  democracy, 
ther  heartening  trends:  These  countries  seem  enthu- 
ic  about  creating  common  markets  with  their  neigh- 
.  And  all  these  governments  vow  to  make  it  easier  for 
11  businesses  to  set  themselves  up  legally.  Presendy,  it 
most  impossible  for  tens  of  thousands  of  small  busi- 
es to  meet  regulatory  rules.  One  American  economic 
rt  in  Brazil  estimates  that  about  60%  of  Brazil's 
nomy  is  "informal." 

at  is  bringing  about  the  180-degree  turn  in  Latin 
erica?  Political  and  business  leaders  have  been  im- 
ssed  by  the  success  of  Chile  and  of  Spain,  which 
erienced  a  boom  under  the  free  enterprise  policies  of 
nominally  socialist  Prime  Minister,  Felipe  Gonzalez, 
1  by  the  socialist  failure  in  Eastern  Europe  and  the 
ict  Union.  They  have  also  been  following  the  rapid 
Hiomic  rise  of  South  Korea  and  other  Pacific  Rim 
ions.  And  they're  all  aware  of  Mexico's  new  prosperi- 
thanks  to  Salinas'  reforms. 
f\  Brazilian  businessman  who  runs  a  major  glass  com- 
ly  gives  a  flavor  of  how  inefficient  was  the  old  Latin 

Item  of  protectionism,  cartels,  monopolies  and  state- 
ned  companies:  "Our  processes  are  as  efficient  and 
xluctive  as  anyone's.  But  we  get  our  raw  materials 
m  a  state-owned  company,  which  charges  three  times 
much  as  a  private  company  would.  The  same  thing 
plies  with  the  transportation  system.  And  real  interest 
res  are  25%;  our  cost  of  capital  is  killing  us.  That's  why 
:  need  to  develop  broader  equity  markets  and  to  tap 
reign  capital  markets." 

For  once  the  United  States  is  playing  a  constructive 

le.  Latins  note  that  not  since  John  Kennedy  has  there 

:en  a  President  as  interested  in  their  region  as  George 

Lish.    Bush's    free-trade-oriented    Enterprise    for    the 

mericas  Initiative  was  unveiled  last  summer,  then  was 

lickly  drummed  out  by  the  Gulf  crisis.  But  visits  like 

^uayle's,  the  President's  own  telephone  diplomacy  and 

\t  prospect  of  a  U.S. -Mexico  free  trade  agreement  have 

)nvinced  Latins  that  past  U.S.  indifference  is  over. 

Kennedy's  Alliance  for  Progress  was  government  to 

overnment,"  notes  David  Rockefeller.  "Bush's  initiative 

ives  the  big  role  to  the  private  sector." 

Don't  expect  Latin  America's  metamorphosis  to  go 

inoothly.  The  tug  of  the  old  regimes  is  still  strong. 


Brazilian  business  leaders  gleefully  point  out  that  some  of 
the  staunchest  foes  of  opening  up  the  Brazilian  economy 
are  multinational  companies  already  ensconced  there. 
"Look  at  the  reaction  of  Volkswagen  and  Ford  when 
Toyota  started  to  explore  a  factory  here,"  noted  a  top 
member  of  the  Brazilian  government.  Another  frequently 
cited  example  is  IBM.  (To  be  fair,  although  the  same  charge 
of  obstructionism  was  leveled  against  I BM  in  Mexico,  IBM 
eventually  swung  behind  Salinas'  free  trade  reforms.) 

In  Sao  Paulo,  Brazil's  industrial  center  and  home  of 
45%  of  the  country's  GNP,  one  didn't  have  to  scratch 
business  or  political  leaders  very  hard  to  get  an  earflil  of 
the  old-time  economic  thinking.  When  they  talked  of 
liberalization,  the  emphasis  was  on  the  word  "gradual." 
Other  phrases:  "safeguards  for  vulnerable  industries"; 
"Free  markets  can't  be  an  end  in  and  of  themselves;  we 
have  to  think  of  the  people";  "Legal  equality  [between 
Brazil  and  the  United  States]  is  not  real  equality.  It's  like  a 
hghtweight  boxer  fighting  a  heavyweight."  We  were  hit 
repeatedly  with  complaints  about  the  U.S.'  tarifft  on 
Brazilian  orange  juice. 

Another  difficulty  is  that  the  International  Monetary 
Fund  often  confuses  ends  with  means.  It  emphasizes 
balancing  budgets  even  if  it  means  governments'  impos- 
ing higher  taxes  on  already  overtaxed  economies.  The 
IMF  ignores  the  fact  that  sensible  tax  rates  yield  higher 
revenues  because  they  don't  stifle  economic  growth. 

But  if  the  U.S.  continues  to  push  for  open  trade 
(failure  to  get  a  free  trade  agreement  with  Mexico  would 
be  disastrous)  and  if  we  and  Europe  and  Japan  don't  get 
caught  in  a  protected  recession,  Latin  America  should 
boom,  despite  occasional  backtracking. 

Pablo  Villares,  a  major  Brazilian  industrialist,  related  in 
a  speech  to  us  how  Pacific  Rim  states,  such  as  South 
Korea,  Singapore,  Hong  Kong  and  Taiwan,  leapfrogged 
over  Latin  America  in  their  standards  of  living  in  the  past 
20  years.  "It  was  our  own  fault.  The  import  substitution 
strategy  adopted  by  most  Latin  American  nations  from 
the  1950s  on  has  gotten  us  where  we  are  today.  Faced 
with  inflation,  burgeoning  foreign  and  domestic  debts, 
decaying  infrastructure  and  seemingly  interminable  eco- 
nomic crisis,  we  Latin  Americans  woke  up  to  the  need  for 
a  major  overhaul  in  economics." 

In  Brazil  and,  to  a  lesser  extent,  in  Argentina,  there  is 
more  than  economic  growth  at  stake.  Brazil's  president 
pointed  out  to  me:  "Chile  began  its  reforms  under  a 
military  dictatorship;  Mexico  under  a  system  that  has  only 
a  fraction  of  the  democracy  we  have  here."  His  point: 
Can  developing  countries  combine  democracy  with  eco- 
nomic reform  and  growth? 

His  is  a  valid  question  not  only  for  Latin  America  but 
for  Eastern  Europe  and,  of  course,  the  Soviet  Union  and 
China.  That's  why  we  must  curb  austcrit) -hawks  at  the 
IMF  and,  indeed,  at  some  of  our  own  commercial  banks. 
Post-World  War  II  Germany,  Italy,  Japan  and,  more 
recently,  Spain  demonstrate  that  democrac\'  and  ec(Miom- 
ic  growth  can  go  hand  in  hand. 

U.S.  policymakers  should  refresh  themselves  on  how 
leaders  in  those  countries  made  it  possible  for  their 
economies  to  progress  without  prolonged  hardship.   ^ 
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The  business  world  is  mari(ed  by  unpredictabOity  and  volatUity.  But  in  these  unsure  times,  there's  one  sure  thii^  Eveiy  Ic 
years,  one  of  the  most  exciting  and  unique  sports  opportunities  comes  alor^.  For  tJie  audience  as  u-efl  as  the  athletes.  Not  to 
mention  the  advertisers.  It's  the  Summer  Olympics  on  NBC.  And  it  won't  be  hig  before  Tlie  Gam«  of  the  25th  Ohmpiad  beg 

At  no  other  time  is  it  possible  to  reach  such  an  enormous  and  influential  i,'rc)up  of  ifscale  decision  makers  as  dui^  I«C' 
161  hours  of  coverage.  Youi  company  benefits  by  being  connecled  with  the  aura  of  excefltiic^  that  surrounds  this  spectacfe' 
And  It  s  a  documented  fact  that  by  associating  with  thi.s  global  event  and  these  inspired  c\>inpetitors.  \m  are  peiceJvwi 
as  an  industry  leader.*  ' 

The  worid  is  coming  to  Barcelona,  from  July  '5  to  Aujjust  9,  mi,  Lsh  t  this  the  placo  for  wu  and  wur  compmy  to  be? 
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acor  1'.?.?'^''''"°'^  ^"^  "^^^  BROADCAST  SPONSORSHIP  AND  MARKETING  OPPORTUNITIES  AVAUABlE  TO  YOU    PlEASE  CALL 
BERT  ZELDIN,  VP  OLYMPIC  SALES  AND  MARKETING.  AT  212  664  4168  OR  ALAN  COHIN.  SR   VP  MARKETING,  AT  212  6642^30 
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BY  ERIC  S.  HARDY 


|-  traditional   Graham   and   Dodd 

|e  isurcs,  the  stock  market  is  over\  al- 

Ic  :  Companies  are  trading  at  2.3 

lis-'s  their  book  value  and  33  times 

Icir  dividend  payments.  Nonethe- 

L  .  Louis  Navellier,  a  money  manag- 

1  ind  publisher  of  the  MPT  Rerim^ 

IrA-sletter,  sees  plent\'  of  buys.  The 

h  companies  on  his  computer-gen- 

:.tcd  recommended  list  show  ex- 

liiding  profit  margins  and  recent 

jsitive  earnings  revisions  ft-om  ana- 

<ts.  The  high  number  of  stocks  on 

iS  buy  list  is  only  one  reason  Navellier 

.  )ptimistic  about  the  market,  at  least 

1  the  short  term.  He's  also  impressed 

the  diversit\'  of  the  list,  which 

ludes   computer   companies   like 

II  and  Cisco  Systems,  pork  produc- 

r  Smithfield  Foods,  and  HCI  Tele- 

•m,   an    Israeli    phone   equipment 

aker  traded  here  \ia.\DRs. 

Like  Navellier,  A.C.  Moore,  who 

How  s  the  market  for  Argus  Invest- 

lent  Management,  agrees  that  stocks 

verall   look  prett)'  expensive.    But 

loore    believes    the    big    surge    in 

;ro\\th  stocks  so  far  this  year  has 

listoned  traditional  valuation  mea- 

ures.  "Growth  stocks  [like  Wal-Mart 

nd  .\mgen  ]  are  up  so  much  this  year 

hat    the    whole    market's  P/E    and 

^rice/book  ratio  is  overstated,"  he 

^■gues. 

,x\Ioore  thinks  the  market  looks 
trong  and  could  get  stronger  based 
)n  other  factors,  including  favorable 
technical  action  such  as  breadth  (the 
number  of  advancing  stocks  relative 
ro  declining  ones)  and  the  ratio  of 
new  highs  to  new  lows.  He  also  sees 
low  interest  rates  that  appear  to  be 
headed  even  lower  as  especially  favor- 
ible.  A  \alue  investor,  Moore  is  rec- 
ommending mosdy  stocks  trading  at 
below  -market  multiples  of  book  value 
and  earnings.  Cyclical  stocks  look 
cheap  to  him,  and  paper  is  among  his 
favorite  industries.  "I  can  buy  stocks 
like  James  River  and  Willamette  In- 
dustries at  close  to  book  value,"  he 
says,  "while  the  overall  market  is  trad- 
ing at  about  2'/^  times  book."  Moore 
also  likes  big  airlines — UAL,  Delta,  and 
csf>ecially  .\mr. 


The  overall  market 
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The  Batra  All-US  index 

Index  as  of  a/22>91 

Martet  value:  $3,526.2  billion 

Pnce/book:  2.3 

P/E:  24.6 

Yield:  3.0% 
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Closeup  on  the  market 


Initex  or  investment 

2-week  change 

%  change  from 
1  year             5-year  high 

Barra  All-US  index 
Sharpe/Barra  Growth  index 
Sharpe/Barra Value  index' 

0.7% 
1.1 
0.1 
-0.2 

■ 

1 
1 

26.2% 

34.7 

12.9 

0.0% 
0.0 
-0.3 

Dow  lones  industrials 

21.1 

-1.0      : 

0.0 

0.0 

0.0 

-1.0 

-22.7 

S&P500 

0.5 

■ 

27.4 
26.9 
43.9 
16.5 
4.1 

NYSE 

Nasdaq 

Amei 

0.5 
1.7 

0.4 

■ 
I 

EAFE^ 

0.2 

1 

CRB  index" 

-0.4 

I 

-14.1 

-23.0 

Gold 

-1.0 
0.2 

■1 

-13.9 

-29.4 

Yet- 

1 

-«.6 

-16.7 

01 ' 

1.5 

^ 

-31-4 

^.7         j 

The  best  and  worst  performing  stocks 


Best 

Price 

2-weeK 
change 

1991 
EPS' 

Worst 

Price 

2-week 
change 

1991 
EPS' 

Security  Pacific 

351/4 

49% 

$2.60 

Coventry 

9V2 

-47% 

$1.41 

Boulevard  Bancorp 

18 

41 

0.07 

Salomon 

225/8 

-38 

4.60 

System  Software 

20  1/2 

37 

0.91 

Eljer  Industries 

71/2 

-30 

0.45 

Immune  Response 

17 
8 

33 

-0.33 

MacNeal-Schwendler 

11 '/2 

-26 
-26 

1.11 

IMaatic 

33 

-2.56 

Lifeline  Systems 

IOV4 

0.65 

The  best  and  worst  performing  industry  factors 


Best 

2-week 
ckaflfe 

Since 
12/31/90 

Worst 

2-week 
chance 

Since 
\V3\m 

Banks 

5.3% 

47.7% 

Real  estate 

-5.7% 

23.6% 

Life  Insurance 

4.1 

15.4 

Precious  metals 

5,3 

-19.4 

Photographic,  optical 

3.0 
2.8 

-6.4 

Motor  Vehicles 

-5.1 
-3.3 

16.2 
12.6 

Coal,  uranium 

-6.8 

Air  Transport 

Afhculture.  food 

2.7 

26.6 

Water  transport 

-2.3 

22.3 

Note:  Data  for  period  ending  8/22/91.  The  Barra  A)I-US  index  consists  of  all  put)licly  traded  common  stocks  for  which  price  quotations  are  availat)le  and  ordinary  shares  of  foreign  stxks  trading  on  U.S  markets. 
ADRs.  REITs  and  ckaed-end  funds  are  excluded.  -  Total  return  of  a  portfolio  of  more  than  150  large^apitalization  stocks  ttut  has  high  historical  earnings  powth  and  has  predicted  atxwe-awrage  earnings 
ffontn.  ■  Total  return  d  a  portfolio  of  more  than  300  large<apitaliz3tion  stocks  ctaracterued  by  kw  pnce^o-book  ratios,  high  yiekte  and  tow  price-to-eamings  ratns.  '  A  do<lar-<tenominated  capttalizatnn- 
wigmed  index  a  more  than  1.000  stocks  from  Europe.  Australia.  New  Zealand  and  ttie  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. '  Index  of  21  commodity  hjtutes.  -  Kn«^ft-f<ldder 
Financial  Infomotion. '  During  ttie  last  two  weeks.  'Estimate.  Source:  Institutxxial  Brokers  Estimate  System,  from  Lynch.  Jones  &  Ryan  '  Shows  return  to  the  industry  factor  after  controlling  for  other  mftuences 
including  company  size,  vahje  and  ^owth  characteristics.  Multi-industry  firms  have  proportional  contnbutions  in  two  or  more  groups  NM:  tkK  meaningful   Prixipai  source:  Ba^.  inc  .  Berkeley.  Caiif 
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riAtu  inuuiTit  ntvitn 


Yield  curve 
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Yield  vs.  inflation 
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30 

1    30-year  rate  minus  1-year  rate 

400 

Spread  over 

Treasurys 

Total  returns 

Security 
AA  corporates 

Basis  points ' 

Security 

1  year 

3  years 

50 

AAA  corporates 

10.6% 

10.8%       J 

AAA  industrials 

55 

Ginnie  Maes 

11.8 

11.9 

Ginnie  Maes 
Junk  corporates 
Municipals 

66 

723 

-158 

Junk  corporates' 
Municipals' 
Treasury  bonds 

15.9 
8.7 
9.9 

8.6 

9.3 

10.4 

>est8 


Administration  and  congressi 
predictions  of  record-high  fee 
budget  deficits  have  failed  to  stcir 
rather  dramatic  price  gains  in  1 
sury  bonds,  whose  long-term  yi 
have  dropped  in  less  than  a  mon 
time  to  8%  fi-om  8.5%.  Rates  on  th 
month  T  bills  have  fallen  to  less  i 
5.4%  (equivalent  to  5.5%  on  a  b< 
that  pays  interest  semiannually). 

The  rally  in  risk-fi-ee  U.S.  Treasi 
also  pushed  up  prices,  and  therci 
pushed  down  yields,  on  corporate 
municipal  issues.  But  not  as  mud 
you  would  expect.  Since  early  Aug 
says  David  Madigan,  municipal  st 
egies    manager    at    Merrill    Lyi 
"we've    seen    long-term    munic 
bond  yields  decline  only  slighrf 
about  1 0  or  1 5  basis  points  [  1 0  Of 
hundredths    of    a    percent] 
Treasur)'  rates   have   fallen 
This  has  created  one  of  the  best 
ing  opportunities  in  municipab 
several  years."  Madigan  is  not  t 
concerned  about  the  credirvvoil 
ness  of  municipals,  even  in  states! 
New  York  and  Massachusetts,  1 
concedes  that  an  investor  w  ho  bi 
expecting  easy  capital  gains  might 
disappointed.   He  thus  advocat^ 
"bu\'  and  hold"  in  which  the  invei 
sweats  out  the  credit  scares. 

Short-term  nongovernment  set 
rities  (such  as  commercial  pap 
bankers'  acceptances  and  rcpurchi 
agreements)  all  \ield  well  below  i 
which  helps  explain  the  historic! 
low  yields  of  money  market  tiini 
But  credit  qualit>'  remains  pa 
Moody's  Investors  Service  rc{X) 
that  ratings  dow  ngrades  arc  still  q| 
numbering  upgrades  for  corpofl 
bonds  of  all  maturities.  During  1 1 
second  quarter  the  ratio  of  do^ 
grades  to  upgrades  for  corporate  6i6 
was  more  than  3-ro-l.  Invcstmcr 
grade  bonds  tared  the  best,  what  wi 
62  of  the  96  dtnvngradcd  issues  bet 
junk  bonds. 

The  "real"  ueld  on  Trcastt 
bonds — the  gross  yield  minus  an  4 
lowancc  for  intlation — is  running! 
around  4%,  much  lower  than  it  wafl 
the  earl)  1980s  {stc  Ticld  vs.  infUtk 
chart),  but  not  too  bad  when  \x 
figure  in  ttxlav's  much  lower  tax  rate 


Note:  Except  where  footnoted,  all  information  provided  by  Berkeley,  Calif.-based  Barra,  a  financial  consulting  firm.  'A  basis  point  is  equal  to  one  hundredth  of  a 

•Yield  on  ten-year  Treasurys.  'The  trailing  12-month  increase  in  the  Consumer  Price  Index,  through  7/31/91.  'Source:  First  Boston.  ^Source:  She*son  LahmM  Brottwrs 

through  7/31/91.  'Annualized 
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"Did you  see 
the  cartoon 
where  the  guy 
says  to  his  wife. . ." 


^Mi 


w 


HEN  you  mail  the  special  coupon 
below,  you'll  be  able  here- 
after to  answer  yes. 


Yes,  you  saw  the  cartoon. 

Yes,  you  saw  what  Terrence  Rafferty  wrote 
about  the  movie. 

Yes,  you  caught  Edith  Oliver's  and  Mimi  Kra- 
mer's reviews  of  the  shows. 

Yes,  you  follow  Whitney  Balliett  on  jazz,  Arlene 
Croce  on  dance,  Andrew  Porter  on  classical 
music  and  Adam  Gopnik  on  the  art  world. 
Along  with  Holly  Brubach  on  fashion,  Connie 
Bruck  on  business  and  Naomi  Bliven  or  George 
Steiner  on  books. 

Yes,  you  relish  the  way  Elizabeth  Drew,  Andy 
Logan,  John  Newhouse  and  others  report  on 
politics.  Not  to  mention  the  all-round  reporting 
of  observers  like  Ian  Frazier,  Jane  Kramer, 
Calvin  Trillin,  Mark  Singer,  Susan  Sheehan  and 
Paul  Brodeur. 

Yes,  you  delight  in  the  work  of  poets  like  John 
Ashbery,  Amy  Clampitt,  James  Merrill,  W.S. 
Merwin,  Joseph  Brodsky  and  Czeslaw  Milosz. 

Yes,  you  revel  in  the  fiction.  Short  story  writers 
like  Garrison  Keillor,  Bobbie  Ann  Mason,  Ma\is 
Gallant,  Cynthia  Ozick,  Alice  Munro,  Muriel 
Spark  and  John  Updike. 

Yes,  you  read  The  New  Yorker. 
Isn't  it  nice  to  be  in  on  it  all? 


r 


Get  it  for  the 
basic  rate  of  61. 5<f 
a  week  instead  of 
$1. 75  at  the  newsstand. 
Mail  this  coupon. 


PLEA5E  ENTER  MY  5UD5CI\IPTION  FOR  32  I55UE5  AT  THE 
REGULAR  RATE  OF  /I9.69  AND  BILL  MY  CREDIT  CARD 

Charge  my 

□  MasterCard      D  VISA     Q  American  Express 


1 

Account  No. 

Exfidate 

Si^tiature 

Name 

Pkasephtu 

Aiidress 

Apt  No 

City 


SttUe 


Zip 


L.. 


D  Bill  mc  dircci  instead.  ;f<)bj 

D  Oh,  well.  Let's  make  it  easy.  Here's  m\  check  for 
119.69  now  as  payment  in  full 

M.,iio  THE  NEW  YORKER 

20  \\cst  4.^rd  Slrcvt.  \e«  ^  ork,  N^   l(X»36-7440 


THE  FUHDS 


Leverage  in  a  rising  market  should  work  wonders. 
Yet  Counsellors  Tandem  has  been  a  clunker. 

Risk  without 
irewaird 


By  Suzanne  L.  Oliver 

It  seemed  like  a  good  idea  at  tlie 
time.  Counsellors  Tandem  Securities 
Fund  was  created  in  1986.  A  closed- 
end  fund,  it  had  leverage  built  into  its 
portfolio  and  started  with  assets  of 
$93  million,  of  which  $49  miUion 
represented  common  shareholders' 
equity  and  the  rest  was  borrowed 
funds.  The  $44  million  borrowing 
took  the  form  of  a  7V4%  preferred 
issue,  redeemable  in  1996  at  its  $50- 
a- share  par  value. 

This  was  what  was  seemingly  clever 
about  the  arrangement:  The  pre- 
ferred carried  a  low  yield  by  dint  of  the 
fact  that  it  was  going  to  be  70%  tax 
exempt  to  corporate  holders.  That's 
because  the  preferred's  payouts 
would  be  covered  by  dividends  col- 
lected by  the  fund,  those  dividends  in 
turn  being  the  sort  of  intracorporate 
distributions  that  qualify  for  the  70% 
exclusion. 

In  effect,  then,  holders  of  Counsel- 
lors Tandem  common  shares  were 
being  invited  to  invest  in  a  margin 
account  whose  margin  loan  rate  was  a 
mouth-wateringly  low  7V4%.  So  long 
as  the  portfolio  returned  comfortably 
more  than  7^4%,  the  common  holders 


could  expect  outsize  returns. 

Of  course  this  leveraged  portfolio 
would  be  more  volatile  than  an  unle- 
veraged  one,  but  in  1986  who  cared? 

They  care  now.  In  one  respect  the 
fund  has  performed  just  as  expected: 
It's  risky.  The  net  asset  value  of  the 
common  shares  is  about  50%  more 
volatile  than  the  stock  market. 

As  for  the  reward,  however:  In  the 
not  quite  five  years  since  it  opened, 
the  fund  has  averaged  a  return  of  only 
12%  a  year,  against  14%  for  the  mar- 
ket. Now,  12%  may  not  seem  bad  at 
first,  but  it  is  really  terrible  for  a  fund 
that  is  borrowing  money  at  7V4%  to 
invest  in  a  14%  market. 

One  part  of  the  problem  is  a  heavy 
dose  of  utility  stocks.  The  fund  buys 
these  because  they  pay  good  divi- 
dends and  help  insure  that  the 
payouts  on  the  7V4%  preferred  can  be 
covered  exclusively  from  dividends 
received,  thus  preserving  tiie  tax-fa- 
vored status  of  the  preferred  issue.  In 
1987,  however,  rising  interest  rates 
diminished  the  appeal  of  utility' 
stocks.  That  year,  in  which  the  s&p 
500  market  index  was  up  5%  (includ- 
ing dividends),  common  shares  of 


Leveraged  funds 


Fund 


3-year         Recent       Premium       Annual 
return  price^       ordiscount^    expenses 

annualized^  per  $100 


Convertible  Holdings^ 

8.7% 

nVa 

-12.5% 

$0.86 

Counsellors  Tandem  Sees 

23.7 

MVi. 

-15i 

2.33 

Hampton  Utilities  Trust 

15.0 

11V4 

-15.9 

0.81 

Quest  for  Value^ 

19.8 

28 

-11.6 

0.82 

Source  Capital 

11.4 

4iy« 

4.6 

0.97 

Vanguard  Gemini  IP 

6.3 

2678 

2.8 

0.55 

Ordinary  funds  can 
leverage  their 
portfolios  with 
futures,  options  and 
borrowings.  But 
these  six  funds  have 
leverage  built  into 
their  capital 
structure. 


K"5 


II 


'As  of  July  31.    'As  of  Aug.  23.    'Dual  fund. 
Sources:  Upper  Analytical  Services;  Forbes. 


Counsellors  Tandem  lost  27%  of  \ 
asset  value. 

Next,  a  high  expense  ratio — : 
last  year — has  dragged  down  pe 
mance.  Portfolio  manager  Antl 
Orphanos  says  that  expenses  wert 
normally  high  because  the  hind 
fighting  off  a  proxy  attack  aime 
forcing  the  fund  to  liquidate  oi 
open-end.  In  a  truce  with  the 
tackers,  the  hind  bought  back  41 
its  preferred  shares  at  99%  of  par :  ^^ 
41%  of  the  common  at  95%  of 
asset  value.  Before  the  battie,  b"  >^^^ 
issues  had  been  trading  on  the  h  t^ 
York  Stock  Exchange  at  consider*  ^ 
wider  discounts.  1" 

This  isn't  the  only  leveraj  ^ 
closed-end  equit)'  fund  (see  tat  a^* 
But  there  won't  be  any  more  fii,  \^ 
structured  just  like  it.  A  1986  tax  »c 
prohibits  the  disproportionate  allci  I'^i 
tion  of  a  fiind's  income  to  one  clast  o' 
shares.  Counsellors  sur\'ived  und<  ^ 
grandfather  clause.  3  in, 

Orphanos,  45,  began  assisting  \\  lA' 
the  management  of  the  CounseU  noi 
portfolio  a  year  ago.  He  has  contt  Ko 
uted  to  a  respectable  three -year  5  Kf 
turn,  and  now  has  a  third  of  the  fijnf  Xf 
assets  in  electric  utilities,  with  i:  m 
largest  positions  in  Central  &  Soi  'si 
West  Corp.,  Houston  Industries  al  III 
Philadelphia  Electric.  Orphanos  1;  im 
cut  holdings  in  gas  and  telepha  fo 
utilities.  '  Ji 

For  the  nonutilit>'  portion  of  t  ,ii 
fiind's  portfolio,  Orphanos  pia  n 
from  stocks  approved  by  a  commiti  tc 
at  E.M.  Warburg,  Pincus,  the  invei^  b 
ment  bank  that  effectively  owns  M  ii 
right  to  manage  the  fiind.  He  loc  s 
for  medium-to-largc-capitalizari*^  k 
stocks  with  abo\c-a\cragc  returns  o  t 
equit)'  and  consistent  divider  k 
growth.  Freeport  McMoRan,  Genci  i 
al  Electric  and  Merck  arc  the  fimclll 
largest  nonutilit>'  holdings.  ' 

Orphanos  has  done  well  so  tr 
beating  the  market  by  rs\  o  points  ov 
the  past  12  months,  with  a  15%  r 
turn.  But  the  generally  disappointii 
record  t)f  this  hind  shows  that  there 
no  magic  in  leverage  or  in  clever  t; 
breaks.  The  main  attraction  of  tl 
closed-end  is  that  it  trades  at  a  15 
discount  to  its  net  asset  value  per  shaj 
and  is  due  to  be  liquidated  or  opci 
ended  in  1996.  Buy  it  if  you  lik 
utilities  and  are  so  bullish  that  yo 
want  to  buy  on  margin.  ■ 
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I  of  the  worst-selling  funds  around 
ipens  to  be  one  of  the  best-performing 
Mutual  Benefit  Fund. 

nsung  hero 


eth  Lubove 


'^f^e,  I  li  SAY  THAT  flinds  are  sold,  not 
"  ^c  Tht,  and  there  is  no  better  illustra- 
^isida  than  the  little  Mutual  Benefit 
d.  In  a  booming  fijnd  industry 
'ever  sports  dozens  of  mediocre  per- 
^^iti  lers  with  $1  billion  or  more  in 
'Ofefi  :s,  this  first-class  fijnd  can  lay 
S6tai  n  to  only  $42  million.  The  mod- 
3teaii  ^ 52,000  annual  man- 
ic da  nent  fee  generated 
^und  1  that  asset  pile  is 
cely  enough  to  keep 
tuigi  n  the  midtown  Man- 
wiscllan  office  of  the  adviser, 
conil-kston  Investment 

vcarliagement.  If  it  weren't 
letim  the  pension  money  they 
iitii  I  lage  on  the  side,  Mark- 
Uoi  I's  three  stock  pickers 
mi  ild  probably  be  better 
nos  financially  if  they  quit 
epln  worked  in  a  shoe  store. 
Let's  hope  they  don't 
of  1 1,  and  instead  succeed  in 
pi(  acting  a  few  more  dol- 
imin ;  to  their  ftind,  whose 
inve  isistent  performance  has 
US  I  ned  it  a  spot  for  three  ^B^B 
iod  rs  running  on  the 
m  rbes  honor  roll  (Sept.  2). 
■nsto  why  aren't  investors  beating  a 
h  to  the  fund?  First,  the  three 
leD(|ncipals  of  Markston — Michael 
lUarkey,  John  Stone  and  Roger 
b — just  aren't  very  good  at  selling 
mselves.  Mullarkey  and  Stone 
ot  maged  investments  together  at  the 
y  ird  Foundation  before  founding 
liarkston  in  1981,  and  they  added 
It  )b  in  1985.  They've  never  appeared 
■Qi  PBS'  Wall  Street  Week  With  Louis 

tikeyser  or  courted  publicity,  and 
mid  much  rather  stay  at  the  office 
laijjimbing  through  their  6,000  compa- 
di  files  than  go  on  the  road  pitching 
111  e  fijnd  to  brokers. 
oil  Nor  did  it  help  that  Markston  put 
stribution  of  the  fund  in  very  unen- 


thusiastic  hands.  The  fiind,  which  car- 
ries a  maximum  sales  load  of  4%%,  is 
retailed  through  life  insurance  sales- 
men for  the  Mutual  Benefit  Life  In- 
surance Co.  of  Newark,  N.J.  These 
people  make  their  living  selling  insur- 
ance policies  and  do  funds  on  the  side. 
And  when  they  do  sell  fiinds,  they  are 


i 
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Roger  Lob,  John  Stone  and  Michael  Mullarkey 
Sharp  fund  managers,  lousy  salesmen. 


tempted  to  select  from  better-known 
or  higher-commissioned  oflferings 
from  other  fiind  families  they  repre- 
sent, such  as  Lord  Abbett. 

To  these  stumbling  blocks  add  a 
third:  the  travails  of  Mutual  Benefit, 
which  recently  fled  to  the  protective 
custody  of  the  New  Jersey  insurance 
commissioner  after  a  run  on  assets  by 
policyholders.  To  be  sure,  the  assets 
of  the  fund  are  separate  from  the 
assets  of  the  troubled  underwriter, 
and  the  fijnd  suffered  no  shareholder 
run  at  all.  But  it  can't  help  sales  of  the 
fijnd  that  its  name  is  a  Typhoid  Mar\' 
in  financial  circles. 

Overlook  these  marketing  prob- 
lems and  you  find  a  fund  with  a 
consistent  investment  strategy   that 
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has  enabled  it  to  average  a  16%  annual 
return  over  the  last  three  market  cy- 
cles (since  Nov.  30,  1981 ),  more  than 
a  point  better  than  the  market. 

The  Mutual  Benefit  Fund  portfolio 
has  the  lowest  average  price/earnings 
ratio  among  the  20  fijnds  on  the 
honor  roll:  15,  versus  the  market's  20. 
The  portfolio  is  about  as  far  fi-om 
glamorous  as  you  can  get.  One  of  the 
largest  holdings  is  Stanhome  Inc., 
which  sells  figurines  and  tacky  wall 
decorations  through  gift  stores  and, 
more  important,  through  clubs  of 
loyal  collectors.  It  trades  at  33,  or 
14.5  times  earnings. 

Stone,  50,  who  has  a  doctorate  in 
economics  from  Cornell,  prefers 
companies  with  a  competitive  advan- 
tage such  as  a  brand  name,  license  or 
copyright.  Thus,  the  portfolio  con- 
tains a  large  dose  of  brand- 
name  stocks  like  Clorox, 
Kellogg  and  Coca-Cola. 
(For  a  different  view  on 
brands,  see  the  cover  story 
in  this  issue.)  But  he  also 
has  a  hankering  for  modest 
price/earnings  ratios. 

Thus,  the  fijnd  has  a  large 
stake  in  National  Presto  In- 
dustries, a  maker  of  kitchen 
gadgets  with  an  uninspiring 
growth  record  but  a  big 
share  of  the  pressure  cooker 
business  and  a  r/F  of  only 
12V4.  Also,  the  firm  is  sit- 
ting on  $25  a  share  in  cash, 
half  its  stock  price. 

When  Markston  has 
stumbled,  it  has  done  so  by 
paying  too  much  attention 
to  the  P/H  and  not  enough  to  manage- 
ment. Stone  regrets  a  position  taken 
in  Brunswick  Corp.  two  years  ago,  at 
$19  a  share.  Brunswick  badly  miscal- 
culated in  trying  to  force  dealers  to 
sell  Brunswick  boats  only  if  equipped 
with  Brunswick  engines.  A  lot  of  deal- 
ers simply  dumped  Brunswick.  The 
fijnd  sold  the  stock  at  $20. 

Will  Stone  and  his  partners  ever  cut 
themselves  free  from  Mutual  Benefit? 
Stone  is  reluctant  to  say  so,  since  the 
insurance  outfit  still  owns  51%  of 
Markston  and  accounts  for  82%  of  the 
$535  million  in  pension  and  mutual 
fijnd  money  that  keeps  Markston 
alive.  But  a  change  of  name  for  the 
fimd  and  a  bit  of  publicity'  could  do 
wonders  for  sales.  WM 
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Each  fortnight  over  185,000  primary 
subscribers  throughout  Latin  America 
read  VISION  (42,000  in  Mexico  alone) 
And  VISION  advertisers  reach  an 
audience  of  800,000  individuals  of 
measured  business  and  consumer 
influence  (1989  INRA  Audience 
Profile:  the  ninth  readership  study 
in  VISION'S  forty  year  history). 

For  additional  information  on  how  to 
reach  the  ilite  in  I^tin  America 
please  contact: 

VISION  INC. 

310  Madison  Avenue 

Suite  1412 

New  York,  NY  10017 

Tel.  (212)953-1308 

Fax  (212)  953-1619 


lappy  with  meager  returns  on  T  bills, 

n  3y  funds  and  bank  CDs?  You  can  do  much  better 

out  much  more  risk  by  stretching 

to  longer  maturities. 

^hurd-quarter 


tretch 


incentive  to  extend  maturities.  For 
example,  three-  and  six-month  bills 
yield  5.43%  and  5.53%,  respectively, 
but  you  can  pick  up  an  extra  1  %  a  year 
by  going  out  to  the  3 -year  due  date. 
The  6788  of  August  1994  pay  6.62%. 
And  the  Januarv'  1998  bonds— due  in 
6  years — pay  7.64%.  You  can  gain 
another  0.5%  by  buying  bonds  due  in 
15  years  to  30  years. 

One  good  strategy  is  to  buy  a  mix  of 
different  maturities.  At  Dean  Witter 
Reynolds,  Kevin  Flanagan,  \ice  presi 
dent  and  money  market  economist, 
suggests  that,  instead  of  the  5.23% 
three-month  bill,  you  buy  some  two- 
year  notes  paying  6.40%,  some  three - 
year  issues  paying  6.75%  and  some 
five-year  notes  at  7.38%. 

William  Addiss,  executive  vice  pres- 
ident and  national  retail  sales  manager 
at  Shearson  Lehman,  agrees  that  tliis 
"laddering"  provides  some  liquidity 
and  an  average  return  that's  a  lot 
better  than  anything  earned  by  a 
money  market  mutual  fund  or  a  CD. 

In  checking  yields  in  the  daily  Trea- 
sury bond,  note  and  bill  tables,  re- 
member these  quotes  represent  re- 
turns to  purchasers  of  large,  institu 
tional  amounts,  say  $1  million  or 
more.  Retail  amounts  of  $25,000 — 
or  smaller — get  less  generous  returns. 
A  small  investor  will  get  10  basis 
points  to  25  basis  points  less  than  the 
amounts  shown  in  the  tables.  Thus  a 
two-year  Treasury  note  paying  6.35% 
to  an  institutional  investor  \NX)uld  pay 
only  6.15%  to  a  retail  investor. 

While  extended   maturities  bring 
higher  yields,  they  also  bring  added 
market  volatilit)':  The  longer  the  ma 
turity,  the  more  the  security  w  ill  nun  e 
in  reaction  to  interest  rate  changes. 

For  example,  for  each  1%  of  yield 


iRT-TERM  money  market  instru- 

Evts  are  good  for  hquidity  and  safety 
rincipal.  But  they're  not  very  at- 
ave  for  yield  these  days, 
liree- month  Treasury  bills  were 
ing  more  than  9%  in  the  spring  of 
9,  and  six -month  fdic- insured 
ik  CDs  were  yielding  close  to  10%. 
lay,  bills  are  about  to  break 
[)ugh  5%  into  the  4%  neighbor- 
xi,  and  banks  pay  about  5.4%  for 
f-year  deposits. 

iurely  that's  a  shocker  to  those  who 
re  smug  about  their  holdings  while 
ceihng  was  crashing  on  junk  bond 
estors.  So  what  should  you  do  if 
.I've  got  short-term  money  market 
estments  coming  due.'  With  inter- 
rates  unlikely  to  rise  again  anytime 
)n,  it  doesn't  make  sense  to  roll 
Lir  investments  over.  Think  about 
tending  the  maturity  of  your  hold- 
j,s  to  capture  higher  yields. 
.\  good  place  to  start  is  with  longer- 
m  Treasury  issues.  For  most  indi- 
lual    investors,    these    obligations 
try  a  better  aftertax  yield  than  do 
nilar-maturity  high-quality  taxable 
:bt  obligations. 

Furthermore,  the  relatively  steep 
L-ld  curve  is  attractive,  providing  an 
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change  in  the  market,  the  price  of  an 
outstanding  1  -year  debt  issue  with  an 
8%  coupon  will  move  just  under  1 
point.  But  on  a  5  year  note,  the  price 
will  move  4  percentage  points.  A  10- 
year  note  gains  roughly  7  points  in 
price  when  market  yields  fall  1%,  or 
loses  6.5  points  if  rates  rise  1%.  For  the 
30  year  bond,  the  move  is  even  more 
dramatic.  A  1%  rate  move  brings  a 
12.5  point  price  rise  or  a  10.3-point 
fall,  depending  on  the  direction  of  the 
rate  change. 

If  you  want  higher  yields  for  a  tax- 
deferred  account  like  an  ira,  Keogh  or 
401k,  short-term  corporate  bonds 
and  shorter- maturity  collateralized 
mortgage  obligations  offer  slighdy 
better  yields  than  does  Treasury  debt. 

General  Fllectric  AAA- rated  7788  of 
May  1,  1996,  due  in  just  under  five 
years,  trade  at  102.2  to  yield  7.3%  to 
maturity'.  That  compares  with  a  7.05% 
return  to  a  retail  buyer  of  a  five-year 
Treasury. 

For  a  somevN  hat  shorter  corporate 
bond,  Procter  &  Gamble  AA-quality 
7.1%  medium-term  notes  of  Sept.  1, 
1994areoftercdat  101  to  yield  6.75% 
to  maturity.  Ihat  compares  with  a 
6.5%  yield  for  a  comparable  Treasury 
maturity. 

Shorter-  maturity  CMOS  carry  60  ba- 
sis points  more  yield  than  correspond- 
ing Treasurys.  One  example:  Federal 
Home  Loan  Mortgage  Corp.  7!/8  Se- 
ries 1141  Class  H  obligations  have  an 
estimated  average  life  of  2 .29  vears.  At 
100.11,  they  yield  7.04%. 

Bond  mutual  hands  offer  another 
alternatixe  to  investors,  especially 
those  who  prefer  to  leave  the  sorting 
out  to  others.  T.  Rowe  Price  has  a 
Short-Term  Bond  Fund  with  an  aver- 
age weighted  life  of  2.9  vears  that  has 
a  yield  of  7.5%.  The  T.  Rowe  Price 
U.S.  Treasury  Intermediate  Fund, 
with  an  average  maturit\'  of  4.6  vears, 
yields  7%. 

At  Fidelity  in  Boston,  Michael 
Gray,  vice  president  and  fixed -income 
portfolio  manager,  lists  Spartan  Lim- 
ited Maturity  Gcnernment  Fund  with 
Ml  average  maturity  of  5.5  years  that 
pays  7.8%.  He  also  shows  Spartan 
Ginnie  Mae  Fund,  with  an  average  life 
of  8.4  years,  yielding  8.4%. 

Because  Spartan  funds  have  no  load 
and  low  animal  operating  expenses, 
the  minimum  initial  purchase  is 
S10,000.  Hi 
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You  don't  need  home  runs  to  do  well  in 
investing.  You  need  a  plan,  the  gumption  to  stick 
with  it  and  a  portfolio  of  good  stocks. 

The  sensible 
investor 


BY  DAVID  DREMAN 


David  Dreman  is  managing  director 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


Why  do  so  many  folks,  successful  in 
their  own  fields,  fail  miserably  in  the 
market?  Though  they  spend  years 
learning  to  master  their  professions, 
they  devote  little  or  no  time  to  plan- 
ning how  to  invest  the  bounty  they 
earn.  Instead,  most  collect  a  miscella- 
ny of  securities,  with  mediocre  results. 

The  way  to  avoid  this  common  fate 
is  to  think  out  an  investment  plan. 
And  stick  to  it,  religiously.  Decide 
what  portion  of  your  assets  you  want 
in  stocks,  in  real  estate,  in  bonds.  The 
percentages  will  vary  with  personal 
circumstances,  such  as  age,  income 
and  willingness  to  bear  risk.  To  give 
some  guidelines,  large  pension  funds 
normally  place  from  50%  to  70%  of 
their  assets  in  ec]uities,  with  the  re- 
mainder dedicated  to  real  estate,  cash 
eciuivalents  or  bonds. 

And  here  comes  the  first  hurdle: 
Don't  continually  vary  the  propor- 
tions with  cver\'  blip  of  the  market. 
Inevitably,  some  professionals  w  ill  ad 
vise  you  to  switch  the  percentage  of 
equities  to  fixed  income  with  eveiT 
change  in  the  market,  the  inflation 
rate  or  the  economv.  1  he  more  nega- 
tive the  near  term  outlook,  the  more 


vocal  the  "experts"  will  be  for  you  to 
reduce  your  stockholdings  and  move 
into  cash  and  bonds.  When  stocks  are 
flying,  the  advice,  naturally,  is  re- 
versed. Following  this  kind  of  advice 
is  almost  a  guarantee  of  failure.  It  gets 
you  in  at  the  tops,  out  at  the  bottoms. 

Sticking  to  your  planned  course 
will  be  gut-wrenching  at  times,  but  it 
will  put  you  well  ahead  over  the  years. 

A  second  important  tenet  I  use  for 
client  bond  positions  is  to  keep  matu- 
rities reasonably  short.  With  interest 
rates  low,  there  is  a  tendency  to  "lock 
in"  the  somewhat  higher  rates  in  the 
long  end  today  before  rates  drop  even 
further.  The  problem  is  that  interest 
rates  have  already  fallen  so  far  that  in 
the  highest  tax  brackets,  for  the  first 
time  in  a  decade,  you  get  a  zero-to- 
negative  return  on  your  investment 
after  taxes  and  inflation.  If  inflation 
rekindles  with  the  recovery,  which  is 
probable,  interest  rates  will  rise,  possi- 
bly sharply.  People  moving  into  long 
bonds  now  could  lose  20%  or  more  of 
their  investment — a  prett)'  miserable 
prospect  for  the  part  of  your  portfolio 
that  is  supposed  to  represent  stability'. 

Therefore,  I  recommend  keeping 
bond  maturities  short,  in  the  2-to- 
3y2-year  range  even  at  the  price  of 
accepting  a  disappt)inting  rate  of  in- 
terest. This  strategy  will  protect  you 
from  all  but  minor  losses  and,  by 
keeping  your  powder  dr)',  allow  you 
to  take  advantage  of  higher  rates 
when  they  occur. 

Turning  to  stocks,  one  of  the  most 
impi)rtant  and  least-remembered 
rules  is  diversification.  I  have  seen 
dozens  of  otherwise  disciplined  inves- 
tors take  two  or  three  big  bets,  ver\' 
often  on  high  price  concept  issues, 
with  almost  uniformly  poor  results. 
Sure,  we   ha\e   all   heard   sn>ries  o{ 


people  who  haxe  made  zillions 
early  on  the  Xeroxes,  the  Pol 
and  the  Genentechs.  But  for 
such  winner  there  are  a  thousand 
wipeouts.  Stocks  are  for  inves 
lotteries  are  for  gambling. 

Anyhow,  an  in\'estor  doesn't  ik 
home  run  to  do  well.  The  compoi 
ing  effect  of  holding  good  stoc 
been  excellent  over  time.  For  cj 
pie,  $50,000  invested  in  the  s&P  5 
decade  ago  would  have  been 
5206,354  on  June  30. 

How  much  diversity'  should 
vestor  have  in  the  equit)'  portion 
portfolio?  I  recommend  holdin 
to  35  stocks  about  equally  wei 
in  16  to  18  diflc-rent  industries.  I 
is  too  complicated  for  you  or  if 
don't  have  enough  money  to  spre 
around,  consider  buying  a  solid 
tual  fijnd  or  fiands  to  do  the  job 
you.  (See  the  Forbes  annual  mu 
fijnd  sur/ey,  Sept.  2,  for  guidance 

For  those  who  prefer  to  en 
their  own  portfolios,  here  arc  st 
solid  stocks  that  currently  look 
sonably  priced: 

Alcoa  (69)  is  the  world's  lar]| 
producer  of  aluminum.  With  impi 
ing  business  conditions,  earni 
should  rebound  in  1992  and  contL 
up  for  the  next  several  years, 
stock  trades  at  a  P/K  of  15  on 
pressed  1991  earnings  estimal 
yielding  2.6%. 

Federal  Home  Loan  Mortjjajje  (< 
is  the  second -largest  originaton 
mortgage -backed  securities.  F!arni 
have  increased  at  a  36%  annual  i 
since  the  stock  went  public  in  IS 
and  should  be  up  almost  30%  in  19< 
with  continuing  growth  likely  in 
foreseeable  future.  Freddie  Mac  hi 
p/H  of  12  and  yields  2.2%. 

Federal  National  Mortaajie  (60 
the  nation's  largest  provider  of  n 
dential  mortgages.  Income  is  likeh 
increase  apprt>\imately  12%  this  y 
and  1 5%  ill  1 992 .  The  sicKk  trades . 
p/F  of  12  and  Welds  1 .7%. 

PHH  (30)  is  one  o\'  the  larg 
pro\  iders  of  fleet  and  reliKation  iiu 
agement  serxices.  The  stiKk  trades 
aP/Fof  10andvields3.9%. 

SennceMaster  (29)  pnnides  iik 
agement  services  for  health  ca 
educatit>nal  and  industrial  taciliti 
Farninns  are  recession  resistant  a 
should^•ise  10%  in  1991.  The  sto 
has  a  P/  F  of  1 0  and  N-ields  6.4%.      I 
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#    ill  of  US  have  dreamlands.  A  special  place  to  call  our 
own  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  aU 

together.  ^  .        i         u 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glon- 
ous  acres  of  untouched  land  nestled  on  The  Lake  ot  the 
Ozarks  in  central  Missouri.  ,      ,      ,  •  u 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  1  ms 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots'  You  can  purchase  your  homesite  with  9  /o  tmanc- 
ing  and  monthly  payments  of  only  1%  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 

•Price  subiect  to  change  without  notice  ^^i .^^^  —  ^^^^^m 

Forbes  Lake  of  the  O^rks 

Box    303,  Fort  Garland,  CO  81 133 

Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 


PLEASE  PRINT 


Name 


Address 

City/Sute/Zip 


Telephone . 


or  phone  81 6/438-2801 ^^  j 
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A  veteran  market  seer,  after  years  of  being  a  bear,  now 
begrudgingly  grades  the  market's  trend  as  bullish. 

Reluctant  bull 


■t 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  Thie  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


When  Richard  Russell  changes  his 
opinion  about  the  stock  market,  it 
pays  to  listen.  He's  been  publishing 
his  advisory  service,  entitled  Dow 
Theory  Letters,  since  1958 — which 
makes  his  investment  letter  the  oldest 
I  know  of  that  has  been  published 
continuously  by  the  same  editor. 
Russell  has  been  bearish  for  several 
years  now.  But  this  summer  he  sud- 
denly decided  that  the  market's  pri- 
mary trend  is  now  bullish. 

His  turnabout  made  me  sit  up  and 
take  notice.  According  to  the  Hulbert 
Financial  Diciest,  Russell's  timing  ad- 
vice has  been  one  of  the  few  to  have 
beaten  the  market  over  the  last  11 
years  on  a  risk-adjusted  basis.  An  in- 
vestor who  switched  between  an  in- 
dex fund  and  cash  on  Russell's  signals 
since  1980  would  have  made  85%  as 
much  as  the  market  itself  with  only 
half  the  risk.  That's  impressive.  The 
alternative  way  to  cut  your  risk  in  half 
would  have  been  to  keep  half  your 
money  in  Treasur\'  bills — and  you 
wouldn't  have  come  close  to  earning 
85%  as  much  as  someone  with  an  all- 
stock  portfolio. 

Russell  has  made  two  extremely 
impressive  calls.  Ixss  than  a  week  after 
the  August  1987  stock  market  top,  at 
a  time  when  bullish  sentiment  among 
advisers  was  extreme,  Russell  turned 
bearish.  This  was  nearly  eight  weeks  in 
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advance  of  the  1987  crash,  giving  his 
followers  plenty'  of  time  to  get  out. 
And  in  December  1974,  within  weeks 
of  the  bottom  of  the  great  1973-74 
bear  market  and  at  a  time  when  pessi- 
mism was  rampant,  Russell  turned 
bullish.  This  was  before  I  started 
tracking  newsletters  formally,  but  I 
have  independently  confirmed  this 
part  of  his  record. 

Needless  to  say,  Russell's  record 
isn't  100% — no  one's  is.  He  was  bear- 
ish for  most  of  the  time  since  his  bear- 
market  signal  in  August  1987,  for 
example,  causing  his  followers  to  miss 
most  of  the  1988-91  rally.  But  his 
overall  record  is  such  that  1  for  one 
take  his  views  seriously. 

What  made  Russell  turn  bullish  this 
summer?  As  his  ser\'ice's  name  would 
suggest,  Russell  relies  heavily  on  the 
Dow  theor\\  This  is  the  technical 
theory,  introduced  by  Charles  H. 
Dow  in  the  1920s,  that  declares  the 
market  to  be  in  a  bullish  or  bearish 
mode  only  if  this  trend  has  been 
confirmed  by  both  the  Dow  industrial 
average  and  the  Dow  transportation 
average . 

On  Russell's  interpretation,  a  bull 
market  was  signaled  earlier  this  sum- 
mer when  both  the  industrials  and  the 
transports  reached  new  highs — the 
transports  to  a  new  recover}-  high  and 
the  industrials  to  an  alltime  high. 
Indeed,  he  now  says,  he  was  wrong  to 
have  been  bearish  in  the  months  pri- 
or: "As  I  see  it  today  [with  hindsight, 
of  course],  the  primar\-  trend  has 
been,  and  remains,  bullish." 

Some  of  Russell's  other  indicators 
have  joined  the  Dow  thcor\'  in  de- 
claring this  a  bull  market.  Russell's 
own  "primary  trend  index"  has 
reached  new  record  highs  several 
times  this  summer.  Russell  won't  di- 
vulge the  composition  of  this  index 
other  than  to  say  that  it  is  a  compos 
itc  of  eight  technical  indicators  that 
"track  the  action  of  the  market  it 
self"  But  the  message  from  this  in 


dex,  according  to  Russell,  is  that 
technical  understructure  of  the  r 
ket  remains  bullish." 

Russell  advises  against  treating 
change  of  mind  as  a  "throw  cautio 
the  winds"  buy  signal.  He  rem 
concerned  about  the  long  term, 
says  he  responded  to  his  buy  si 
purchasing  for  his  portfolio^no  ir' 
than  a  "moderate"  position  in  sto 

Russell    is   such   a   reluctant 
because    the    market   isn't   ch 
according  to  any  of  a  numbci 
fiindamental  ratios  such  as  price 
book,  price-to-earnings  or  price 
dividends.  And  while  it  may  seem 
of  character  for  a  Dow  theorist, 
any  technician  for  that  matter,  ti 
paying  so  much  attention  to  flin? 
mentals,  Russell  sees  nothing  inc 
gruous  about  doing  so.  In  fact, 
contends,  "a  consideration  of  val 
constitutes  the  vet)-  guts  of  the  D 
theon,'.  Li  studying  major  tops 
major  bottoms,  the  most  impo 
and  the  most  consistent  gauge,  I 
none,  is  stock  values."  If  that  me» 
that  a  Dow  theorist  must  look  4* 
fijndamental  as  well  as  technical  f4- 
tors,  in  Russell's  opinion  this  ji 
means  that  the  Dow  theor\-  is  na» 
purely  technical  system. 

Russell's  prediction  of  shortil* 
term  strength  followed  by  longt^ 
term  weakness  coincides  nice!) 
the  forecasts  of  other  top  timers.  Mrv- 
ket  Lojjic  and  Htissman  Econometrt 
for  example,  whose  economet^  '^ 
models  couldn't  be  more  dift'erc'*' 
from  Russell's  approach,  are  both  al,*  •■ 
calling  for  an  eventual  bull  market  tc*  * 
later  this  year — to  be  follow  ed  by* ' 
se\ere  bear  market  {sec  my  May  .  ' 
column).  * 

Russell  advises  investors  who  bi 
stocks  here  to  treat  them  as  tradirt 
positions  rather  than  as  long-terJ 
buy-and  hold  investments.  How  w 
the  investor  know  when  to  bail  ou 
Russell  sa\s  to  be  on  the  lix^ktHii  ft^ 
nonconfirmations  among  the  avc: 
ages.  That  is,  if  just  one  or  two  of  th 
major  market  indexes  break  out  t 
new  highs,  and  if  none  of  the  othc 
major  axcragcs  is  able  to  do  so  ovc 
the  ensuing  w  eeks,  this  will  be  an  carl 
warning  signal  t>f  big  trouble 

You  can  sum  up  Russell's  \icws  lik 
this;  Hnjoy  the  part) ,  but  make  sui 
\ou  know  w here  the  fire  exits  are  an 
don't  «et  nx)  far  from  them.  ■ 
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MONEY  &  INVESTMENTS 


[prospects  for  Eastern  Europe  fading, 

'■  America  looks  better  and  better  as  a  place  to  invest. 

ivoid  countries  that  heed  the  IMF. 


nshinem 
e  South 


A^TAR  ago  Europessimism  gave 
a  stupendous  burst  of  euphoria 
all  the  wonderful  things  that 
going  to  happen  as  a  result  of  the 
ration  of  East  and  West  Germa- 
he  freeing  of  trade  in  "Europe 
and  the  supposedly  tranquil 
Uization  of  the  Soviet  bloc.  The 
s  in  this  storybook  were  already 
wing  badly,  even  before  Mos- 
s  KGB  shattered  the  illusions. 
5  our  good  luck  as  .\mericans 
all  the  good  things  that  were 
osed  to  happen  in  Europe  are 
illy  happening  on  our  doorstep. 
America  is  rapidly  mo\ing  to 
k  down   barriers  to  trade  and 
tment.  Chile,  Mexico  and  Boliv- 
:d  the  way,  cutting  tarifft  that 
etimes  reached    100%  or  more 
Ti  to  10%  to  20%.  .Argentina,  Bra- 
Zolombia  and  Peru  are  mo\ing  in 
same  direction.  There  has  been 
gress  in  eliminating  barriers  to  for- 
1  invesment,  such  as  the  new  pat- 
laws  in  Mexico  and  Brazil,  and  the 
ning  of  Brazil's  stock  market  to 
ign  institutional  investors, 
he  competitive  spur  to  improve 
lit\  and  cut  costs,  which  always 
ows  freer  trade,  has  alreadv  result- 
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ed  in  quite  respectable  economic 
growth  in  Mexico,  Chile,  Colombia, 
\'enezuela  and  Bolivia. 

Even  more  encouraging  is  the  de- 
\  elopment  of  regional  common  mar- 
kets that  aim  to  eliminate  virtually  all 
barriers  among  several  countries. 
Mercosur  is  such  a  pact  between  Ar- 
gentina, Brazil,"  Uruguay  and  Para- 
guay, with  Bolivia  likely  to  join  soon. 
The  Andean  Pact  consists  of  \'enezu- 
ela,  Colombia,  Bolivia,  Peru  and 
Ecuador.  The  13  English-speaking 
Caribbean  countries  of  Caricom  are 
working  toward  completely  free 
trade  among  themselves,  as  well  as 
with  \'enezuela  and  possibly  Mexico. 
Other  bilateral  and  trilateral  free- 
trade  agreements  are  forming  be- 
tween the  emerging  Central  Ameri- 
can Common  Market  and  Mexico, 
and  among  Venezuela,  Colombia, 
Mexico  and  Chile. 

Nearly  even'  countrv'  in  Latin 
America  has  now  signed  an  agree- 
ment to  negotiate  freer  trade  with  the 
U.S.,  under  President  Bush's  "Enter- 
prise for  the  Americas  Initiative.'" 
Prospects  look  good  for  U.S.  free- 
trade  agreements  with  Chile,  Colom- 
bia and  Costa  Rica,  as  w  ell  as  Mexico. 

Curiously,  the  media  have  paid  lit- 
de  anention  to  these  important  devel- 
opments. U.S.  exfHDrts  to  Latin  Amer- 
ica were  cut  in  half  during  the  ill- 
conceived  "austeritv"  policies 
imp>osed  bv  Western  advisers  in  the 
early  1986s.  Since  1986,  though, 
U.S.  exports  to  Latin  America  have 
doubled,  approaching  51 00  billion. 
On  the  imp>ort  side,  low-priced  mate- 
rials and  components  from  Latin 
America  have  held  down  U.S.  manu- 
facturing costs,  helping  to  keep  L'.S. 
goods  magnificendy  comp>etidve  on 
world  markets;  from  1986  to  1990 


U.S.  export  volume  rose  by  13%  per 
year,  compared  with  2.7%  for  Japan. 

Tax  reform,  like  free  trade,  has 
always  been  another  vital  component 
of  renewed  economic  growth  and  re- 
duced inflation.  The  record,  as  fol- 
lows, is  awesome: 

■  Mexico  cut  the  top  tax  from  over 
60%  to  35%  in  1989  90.  Tax  revenues 
rose  from  16%  of  gdp  to  18.6%. 

■  Jamaica  cut  the  top  tax  from  58%  to 
33%  in  1986.  Tax  revenues  rose  from 
28.1%  ofGDP  to  33.4%. 

■  Colombia  cut  the  top  tax  from  60% 
to  30%,  mosdy  in  1984.  Tax  revenues 
rose  from  7.8%  of  gdp  to  10.6%. 

■  Chile  cut  both  corporate  and  indi- 
vidual tax  rates  in  1984.  Tax  revenues 
rose  from  7.8%  of  gdp  to  10.6%. 

■  Bolivia  cut  the  top  tax  from  45%  to 
10%  in  1986,  and  let  ta.xpayers  deduct 
the  value-added  tax.  Tax  revenues 
rose  from  1 .9%  of  GDP  to  7%. 

In  those  Latin  American  countries 
that  have  not  yet  adopted  comp)etitive 
tax  policies,  punitive  tax  rates  are 
vielding  less  and  less  revenue,  oblig- 
ing governments  to  print  money  to 
pay  their  bills.  In  Argentina,  where 
taxes  remain  onerous,  government 
revenues  fell  from  15.1%  of  GDP  in 
1986  to  4.7%  in  1988.  Peru  routinely 
overtaxes  evervthing,  and  revenues 
have  dropped  from  14%  of  gdp  in 
1985  to  6.4%  in  1989.  Brazil  imposes 
a  counterproductive  61%  tax  rate  on 
foreign  corporations;  Brazil  has 
stopped  publishing  figures  on  its 
dwindling  tax  revenues. 

L'nfortunately,  the  International 
Monetarv'  Fund  continues  to  push 
Latin  .America  in  the  direction  of 
counterproductive  tax  increases. 
Business  Latin  America  recendy  re- 
ported that  in  Peru  "taxes  .  .  .  will  be 
hiked  sharply  in  an  effort  to  narrow 
the  deficit  to  the  i.viF- mandated  tar- 
get." In  Argentina  "the  l.MF  seeks  to 
boost  the  countn's  fiscal  surplus  by 
raising  .  .  .  taxes."  Raising  ta.xes  in 
countries  with  already  high  tax  rates  is 
a  bit  like  tning  to  sober  up  by  having 
another  drink. 

Want  to  invest  in  Latin  .America  to 
get  a  piece  of  the  growing  action 
there?  Wherever  the  l.MF  is  actively 
involved  in  "helping,"  shun  that 
countr\''s  stocks  and  short  the  curren- 
cv'.  Put  your  money  in  countries  that 
understand  lower  tax  rates  mean  fast- 
er economic  growth.  ^ 
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FORBES  MARKET 


FINANCIAL  SERVICES 


BUSINESS  OPPORTUNITIES 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
^  Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9)— including  some 
very  famous  names 
— which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  TheZweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance  of 
my  key  market  indicators  which 
helped  make  The  Zweig  Forecast 


*1  IN  PROFITS  for  the  whole  decade 
through  12/90  among  all  advisory 
services  tracked  by 
Hulbert.  (Past  results 
do  not  guarantee 
future  results.)  Call  to- 
day for  bonus  Per- 
formance Ratings  and 
gift  book  with  your 
Zweig  Forecast  trial. 
Time  is  crucial.  EXTRA  BONUS 

Three-Month  Trial  $55. 
One  Year  $265.  Visa/MC. 
1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


Introductory  Trial 

Value  Line 
Only  ^&5C$55 


An  introductory  subscription  to  The 
Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — ^Value  Line's  most 
recent  ratings  and  reports  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
JKeekB  for  $86^  $55.  Available  only 
^tJgace  every  two  years  to  any  house- 
hold. 30  day  Money-Back  Guarantee. 

Call  ToU-FreeW' 
1-800-833-0046^ 

(Ext.  2903-Dept.  316E16) 
American  Express,  MasterCard  or 
Visa.  7  days  week,  24  hrs.  a  day. 


BUSINESS  SERVICES 


-RESEARCH  REPORTS 

19,278  academic   topics   available! 

Send  $2.00  for  the  272-page  catalog 

Custom-written  reports  also  available. 

RESEARCH  ASSISTANCE 

11322  Idaho  Ave,,  #206FM, 

Los  Angeles,  CA  90025 

Toll  Free  Hotline:  800-351-0222 

(California:  213-477-8226) 


BUSINESS  OPPORTUNITIES 


Successful  Specialty 

Sales  Company 
For  sale.  14-year  old  company 
with  $4  million  sales.  Principals 

call:  DDI  Group 

903-592-1128. 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Cdrporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Delaware    Call/WrHe  for  FREE  KIT: 

a'Ttvisfrv         PO-  Box  484-FB 
a    X^     ^-    Wilmington,  DE 19899 


MAKE  592%  PROFIT! 


MIRACLE  POLISHING  CLOTH 

Cleans/polishes   ANY   surface   like   magic 
Instantly!  Terrific  10  second  demonstration!  Fast 
$3.49  seller  pays  $2.90  profit'  Big  volume  Chain 
Store  item.  Exclusive  territory 

FREE  SAMPLE  ""trot^ir 

D0.C      131Z-KB      WASHINGTON  AVENUE 
nOlO     ST  LOUIS.  MO  63103-1989  USA 

Phone  or  write:  314-241-8464 


COMPUTERS 


wffmflRYmflc 


SHARING 


IS  CARING 


INDUSTRIESINC 


Our  15th  year  of  DISCOUNTS 

Tiindy*  Computers 

Radio  Shack'"'  phones     .  and  more 

Toll  Free  800-231-3680 
22511  Katy  Fwy  Katy  (Houston)  TX  77450 
1-713-392-0747     Fax  (713)  574-4567 


Get  the  details  about  nature  I 
source  investment  oppo ._ 
are  beneficial  to  our  enviror 

Environmentally  responsib 
investments  make  good  "do 
sense".  Take  advantage  of  m 
benefits  under  Section  29  of 
Internal  Revenue  Code  before 
end  of  '91  by  investing  in  nat4-" 
resource  programs  ttiat  are  [ 
our  environment.  Call  now  to 

IQflfl  700    i|  444  able  information  on  envi 
"mMUU' M  iLO'H  III  safe  investments! 

''%TcT2%l%T   ID  #33  Bonus:FREE  Information  Port\ 


CORPORATE  ITEMS 


Save 

50% 


FREE  CERTIFICATE 


IE 

't  tt<f 

AWARD  PLAQUES  WHOLESA  U 

Perfect  award  to  show  appreciation'  '^ 
recognition  for  donors,  employees,!  lei 
salesmen,  members  and  at  meetint^P 
conventions. 

send  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  FNGMBER  205-349-3'4- 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscaloosa,  Alabama  35403 


tllf 

JAi 
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BUSINESS  OPPORTUNITIES 


w^mm 


#)  Spare  Time  Money  Maker! 

Work  from  home  pick  own  r-ou's  No  se  ■•.-, 
No  inventory  No  multi-level  Almosl  ro  o,erhejc 
Age  location,  experience  not  important  Tape  ano 
lull  report  Iree  phone  805-646-1400  Mon-fri 
9-5  or  write  today     -Publicly  Documented 

REAL  MONEY 

206-K  Signal  St  Dept    F 
Oiai  Calilornia  93023 


FREE  AUDIO 
CASSETTE 


COLLEGE  DEGR, 

BACHELORS  •  MASTERS  •  DOC 

F«  Wwt.  Litt  M« 

■MoC 

|R» 


-101 


1-«00-«23-.i'' 
FAX  (213)  47  ^f 

v%mt»itn>t4 
lor  FrM  EirMi 

Pacific  \Vest»?rn  I'nivor 


S    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES.  FARMS  i  RANCHES 

FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCING' 

To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 

NO  BROKERAGE  FEES 


GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 


■Vj^- 


FREE  COLLEGE 


•  EXTERNAL DEGREi 

TOLlFRII24hrm.(aOO)7S9l 

L*  SallE  u»«vE«aTy     I 


FORBES  MARKET  CLASSIFIED 

rOR  ADDITIONAL  DfTORMATION  WRITE  OR  CALL 

LINDA  LOREN 

FORBES  MARKET/ CLASSIFIED 

60  Fifth  Av«..  N.Y.,  NY  10011 
(212)  620-2440 


BUSINESS  OPPORTUNITIES 


CORPORATE  ITEMS 


Peak  Profits. 


Launch  an  independent 
business  with  Lindal 
Cedar  Homes,  the 
world's  most  popular 
premium  custom  houses. 

•  High  profit  margins. 

•  No  franchise  fees. 

•  World-class  sales 
support. 

•  Powerful  marketing. 
For  the  whole  story, 
please  call 

1-800-426-0536 


ALindal  Cedar  Homes 

P.O. Box  24426,  Dept.  FG9,  Seattle,  WA  98124 


fOP  SWEAT 
^EEKS 


II 

LES 

:(ati() 

leeiiii 


nic®  is    an     in- 

ibly  more  effec- 

way  to  combat 
>ss  sweat  — 
out  chemicals. 
troniQ  treatment 
s  6  weeks  dry- 

.   Reusable   — 

&  effective  say 
ledical  books. 
nd  for  free  information. 

ERAL  MEDICAL  CO.  Oept   FOB  48 
1935  Armacost  Avenue 
Los  Angeles.  CA  90025 


FEET 


ranchise 

our  business! 

y*||  r  the  expert  help  you  need 
^  to  become  a  franchisor, 
(I  I  the  franchise  specialists. 

Francorp* 

;«|l«w  York  Chicago        Los  Angolos 

7  Pi»»  «««nu<  70;00  C«*trn«n  Oriw      UU  W  CtBl«r»  llrd 

-  rut    HI  10C17     airmp.t  '<cidi   il  WM1    L»t  Angdci   C*  9004^ 
2)922-3600    (708)4812900     (213)  3380800 

-800-877-1103 


IRWCHISr  VOl.R 

HLSIM  SSS2,900 


IN  30  DAYS 

1  Year  Free  Consultation 

Top  Franchise  Pros. 


Jl^ 


J  FRANCHISES 

1  ■ 


THAT 
^SELL 
609-662-6446 


EXECUTIVE  GIFTS 


SAVE  UP  TO  60% 

Take  advanUge  of  one  of  Ihc  fastcM  growing 
sporLs  in  ihe  worid  and  begin  building  clubs  for 
business  and  pleasure 

IT  Coirs  years  of  expenencc  and  knowledge 
provides  you  a  full  line  of  original  pro-line " 
quaiin  components  and  finished  clubs   while 
saving  you  up  (o  60%  wiih  factory  direct 
wholesale  pnces 

Before  you  "invest "  in  a  new  set  of  clubs,  take 
a  look  at  IT  Golf  components  The\  II  speak  for 
themselves   and  vou' 


UTGOlf 

1-800-666-6033 

2lH<i«rsl  liOOtoull. 
SlllLikrOn.luh 

MiMeiOrd  &  \  \S.\  vaptnl 


it 


Ambassador  Lapei  Flags® 

Your  logo  with  any  2-flag  mix. 
Also  custom-made  single  &  2-flag  ALFs 
Oeiivery:  1 4  business  days  Worldwide 
TME  Co.,  117  Park  Ln  Rd  .  Ste  1C1 

New  Milford.  CT  06776.  USA 
(800)  535-5255    •    Fax  (203)  354-2786 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemstones  Free  wholesale  catalog  siiKe 
l%7!  Member:  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville.  Kentucky  42345 

TOLL  FREE  l-80e-«2«-S352 


Chris  Naylor 


Fast  Trackers— 
Get  noticed!  Order 
Personalized  Post-it 
notes  for  all  your  mes- 
sages. Not  available  in 
stores  at  this  low  price 
Call  today.  Major  credit 
cards  accepted.  Box  of 
10  yellow  or  blue  4"x  3" 
pads,  only  $9.95? 


1-800-433-3011 

8:00  a.m.-5:00  p.m  CST.  M-F 

Personalized  ^    deluxe 

POSHI    Notes     i:!lHl.^U■<^^.l:|lL^l.^ll■J■Jlm 

BRAND  .     .'    ~        .     .  "" 


•Plus  $1  95  sfiipping,  handling  and  lax       "Post-it"  is  a  registered  tradennark  o(  3M     DO  1512 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  just  IZ  shirts,  for  a  price  list  and  catalogue 
pleasecall:  1-800-274-4787 

The  Queensboro  Shirt  Company 

Dept  F19,   119  N  11th  St.,  Greenpoint,  NY  11211 


EXECUTIVE  GIFTS 


PERSONALIZED  ENGRAVING  SERVICES 

PENS  (MONT  BLANC,  CROSS,  WATERMAN, 

COLIBRI,  ETC.)  PLAQUES,  EXEC  GIFFS. 

LOGOS  AND  SIGNATURES  AVAIL 

•••  48  HOUR  TURNAROUND  ••• 

PJZ  ENGINEERING 

CALL  TODAY  1  800-321-3508 

1  800-273-1949  NJ 
9  NO.  BEVERWTCK  RD. 
fm  LK.  HIAWATHA  NJ  07034 


•  16"  to  22"  models  ore  hond- 
crafted  from  solid  mohogony  with 
hondpointed  nxsHtings  ond  deioils 

•  Over  WO  models  in  slock 

•  Pnced  from  $99,50 

•  Sotisloction  guoronieed 

Call  1-800-950-9944 


UWftatiTWSl'w' 
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!!  CASHMERES  !! 

And  Lots  Of  Other  Goodies '  Free  BiDchure.  Map! 

AIRMAJLEO  RIGHT  TO  YOUR  DOM! 

Write,  phone,  or  tai 

all  major  cards  accepted 

PtlOM:  01 1-44-334-72366  {24hn) 

Fu:  76416 

ST.  ANDREWS  WOOUEN  MILL, 

ST.  AtNWEWS,  SCOTUNO 

(Yes,  me'ie  ngtit  here  on  the  ISIh  Green!) 


brbes:  Capitalist  Tool 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICAS  BUSINESS 


EXECUTIVE  GIFTS 


For  Back  Relief  & 
Stress  Reduction 


Our  leather  executive  recliner  is  like 

no  other  chair  in  the  world! 

Adjustable  from 

upright  to  a  fully 

horizontal 

position 


Home 
Model 
Available 


RackSa\'er     ™k  u  (»j»  tauioj 

DttCKJdWr       i.800.»|.2a5or«rif, 

S3  Jfffrrv  AiT    Drpi    y  fi2  Hollislon  MA  01746 


dinccinHLivcn 


EDITED  BY  THDMAS  JAFFE 


Island  in  the  sun 

Look  at  the  chart  of  the  Dow  Jones 
industrial  average  preceding  the  New 
York  Stock  Exchange  prices  in  the 
Wall  Street  Journal  each  day.  You'll 
notice  two  breaks  in  the  chart  line 
between  Aug.  16  and  Aug.  21 .  These 
breaks  may  not  mean  much  to  lay- 
men, but  to  technicians  they  create  a 
"gap"  and  are  highly  significant. 

Here's  what  happened:  On  Mon- 
day, Aug.  19,  the  morning  after  the 
coup  in  the  Soviet  Union,  the  market 
opened  lower  than  what  had  been  the 
daily  low  for  the  previous  Friday, 
Aug.  16.  Hence  the  first  break  in  the 
graph.  The  next  day,  Tuesday  the 
20th,  the  market  stayed  within  Mon- 
day's trading  range.  But  on  Wednes- 
day, Aug.  21,  the  day  Gorbachev 
returned  to  Moscow,  the  market 
opened  so  strongly  that  even  its  low 
for  the  day  ended  up  above  Tuesday's 
high.  Hence  the  second  break  in  the 
chart  line,  and  the  formation  of  what 
technicians  refer  to  as  an  "island." 

In  technical  jargon,  the  entire  pat- 
tern is  known  as  an  "island  reversal." 
If  the  volume  accompanying  the  is- 
land reversal  is  strong — as  it  has  been 
post-coup — then  the  reversal  is  gen- 
erally considered  a  bona  fide  signal 
that  the  market  is  going  higher. 

So  far  this  technical  indicator  has 
worked  well.  Recent  price  of  the 
Dow:  3039,  well  above  the  island. 
What's  more,  say  technicians,  if  the 
market  subsequendy  sells  off,  the  is- 
land may  act  as  support  on  the  down- 
side— support,  in  short,  at  around 
2930  on  the  Dow. 


La  Petite's  petite  prospects 

La  Pkthk  Academy,  Inc.  (1990  sales, 
$201  million)  is  the  second-largest 
operator  of  child  care  and  preschool 
education  centers  in  the  U.S.,  behind 
Kinder-Care  Learning  Centers.  Un- 
fortunately, some  of  the  activities  of 
La  Petite's  recently  deceased  former 
chairman,  Robert  Brozman,  are  re- 
turning to  haunt  the  company. 

In  July,  Kansas  ('ity.  Mo. -head- 
quartered La  Petite  disclosed  that 
Brozman  had  improperly  used  $23 
million  from  CxMiCor,  Inc.,  another 
Kansas  Cit)- based  public  company  he 
had  run.  Although  La  Petite  was  not 
involved  in  the  alleged  fraud,  it  may 
feel  the  impact  all  the  same.  Robert 


Brozman's  son  Jack,  is  both  the  presi- 
dent of  La  Petite  and  the  executor  of 
his  father's  estate.  He  has  decided  to 
liquidate  that  estate,  which  owns 
about  26%  of  La  Petite's  15.9  million 
shares.  Merrill  Lynch  has  been  hired 
to  explore,  among  other  options,  the 
sale  of  La  Petite. 

But  don't  get  your  hopes  up.  Todd 
Richter  of  Dean  Witter  thinks  the 


La  Petite  Academy  child  care  center 
The  late  chairman  was  a  bad  boy. 


750-center  operation  will  fetch  no 
more  than  $10  a  share,  not  much  of  a 
premium  to  the  stock's  recent  o-t-c 
price  of  7V2.  Nor  does  he  think  La 
Petite  will  be  an  easy  sale.  Richter  also 
says  the  stock  is  already  fairly  valued 
on  earnings,  which  he  estimates  will 
be  just  50  cents  and  55  cents  a  share  in 
1991  and  1992,  respectively.  He's 
advising  clients  to  sell. 

Highei*  voltage 

The  same  week  that  the  rollback  of 
the  coup  in  the  Soviet  Union  helped 
send  the  Dow  to  an  alltime  high,  the 
s&p  electric  utilit)'  average  quietly 
made  a  new  high  of  its  own — 68.26. 
Electric  utilities.^  Ho  hum.  But  lis- 
ten to  Robert  Ritter,  technical  analyst 
for  New  York's  Ladenburg,  Thal- 
mann.  What's  striking  about  the  utili- 
ty' sector's  new  high,  he  says,  is  that 
except  for  a  brief  breakout  and  subse- 
quent pullback  in  1989,  the  s&r  elec- 
tric- had  basically  been  marking  time 
for  nearly  25  years.  But  unlike  1989, 
Ritter  expects  no  such  retrenchment 
this  time  around.  He  notes  that  since 
the  fall  of  1990  the  s&r  electric  utilit>' 
average  has  outperformed  the  long 
bond  market.  Ritter  thinks  it  will  rise 


out- 

5  (toe 

be 


16%  over  the  next  12  to  18  mon 
Add  another  6%  in  average  divid 
yield,  and  the  total  returns  Ri 
looks  for  are  attractive  indeed. 

Ritter  admits  many  utilities 
have  to  spend  heavily  to  meet  ci 
ronmental  regulations  and  pr 
new  generating  capacity.  On  the  c 
er  hand,  he  thinks  the  industry'  is 
for  consolidation.  With  interest  n 
declining,  he  believes  electric  utilit 
high  yields  will  prove  increasingly 
pealing.  Among  the  stocks  he  lil,|.3 
Texas  Utilities  (recent  yield  of  7.9 
Carolina  Power  &  Light  (6.4%),  Elfliiin 
timore  Gas  &  Electric  (6.6%),  Utt  jant 
Corp  United  (5.9%),  scEcorp  (6.3' 
LG&E  Energy  (6.4%),  Pacific  Gas 
Electric  (6%),  Detroit  Edison  (6.1it"^i> 
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and  Florida  Progress  (6.4%). 


I  ltd, 
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Dividend  crimp 

Speaking  of  yields,  what  gives  wiifc.3 
the  oils?  The  group  has  lagged  t,  37 
market  for  nearly  a  year.  This,  despK  id 
the  industry's  recent  histon,'  of  riii  |hl 
dividend  payouts.  From  1986  'W 
1990,  the  oil  companies  paid  out  ;<  ijm 
average  73%  of  reported  net  earning  do 
versus  just  44%  during  the  previoal 
25  )'ears.  As  a  percentage  of  cash  tlov  vt 
the  group's  average  pavout  increase/  f 
from  18%  to  27%  bet\veen  1980  ar.st 
1990.  Compare  that  with  the  SSiic 
500's  cash  flow  payout,  which  rosel \\ 
mere  three  percentage  points  durim  rs 
the  period,  also  to  27%. 

But  analyst  Philip  Dodge  of  Dilloi  i 
Read  thinks  the  days  of  rich  oil  con  B 
pany  dividend  increases  may  be  com  a 
ing  to  an  end.  1(4 

Worldwide  crude  production  lasj 
year,  he  notes,  was  only  8%  higher j 
than  in  1973.  .\nd  near  term,  saynj 
Dodge,  the  oil  market  must  adjust  or  i 
the  resumption  of  exports  from  Ira« 
and    Kuwait.    L'ntil   that   additional! 
supply  has  been  absorbed,  he  e.vpcctt; 
dow  nw  ard  pressure  on  prices.  Longcn 
term.   Dodge  thinks  the  industn'M 
protit  growth  in  the  1990s  may  aver» 
age  no  more  than  5%  a  year,  as  th« 
price  of  oil  stnigglcs  to  keep  up  with 
inflation.  If  so,  it  will  be  ditfrculi  fort 
oil  companies  to  increase  their  casi 
flow  payouts  much  further — especial 
ly  when  so  many  of  them  will  ha\e  ti 
spend  hea\ily  to  replenish  their  de 
plcting  resource  bases,  as  well  as  \c 
meet  air  and  w  atcr  qiialitx  standards. 
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^"^  ^jthout  substantially  higher  divi- 
ds,  the  bearish  Dodge  concludes, 
oil  stocks  will  lose  one  of  their 
n  props  since  the  mid- Eighties.  At 
ent,  he  has  long-term  buys  on 
two  oil  companies:  Occidental 

f  -oleum  (Forbes,  Sept.  2)  and  Brit- 
Gas.  Their  recent  mSE  prices  are 

^*^«   'a  and  46,  respectively. 

terest 

far,  too  soon? 

ter-Walijkch,  Inc.  (estimated 
al  1992  sales,  $697  million)  makes 
rything  from  tranquilizers  and 
gnancy  tests  to  Arrid  deodorants 
Trojan  condoms.  Between  1986 
1989  the  New  York- based  com- 
y's  per-share  earnings  compound- 
at  nearly  18%  a  year.  Then  growth 
ved,  as  Carter's  drugs  ran  into  stiff 
Jnpetition  from  generic  counter- 
rts.  For  the  fiscal  1991  year  ended 
* »  ar.  31,  earnings  were  up  just  2%,  to 
.37  a  share.  Meantime,  the  Big 
''«  lard  stock  treaded  water.  For 
'^'i  ughly  2y2  years  it  trundled  along 
tween  the  low  40s  and  low  60s. 
Since  July,  however.  Carter  has 
ined  some  30%,  recently  making  a 
w  high  of  82.  What's  behind  the 
ove.^  The  company  expects  to  file  a 
reas  w  drug  application  with  the  fda 
is  month  for  felbamate,  a  drug  that 
f  iJbntrols  epileptic  seizures.  There's 
Ik  that  felbamate  could  be  approved 
iini^r  sale  as  early  as  a  year  from  now  and 
entually  could  rack  up  annual  sales 
$100  million  to  $200  million. 
But  Craig  Dickson,  director  of  re- 
oif-arch  at  Charlotte's  Interstate/ 
)hnson  Lane,  fears  the  stock  has 
)tten  ahead  of  itself.  He  thinks  felba- 
;li(  late's  approval  may  take  longer  than 
^Ji  xpected,  which  would  push  back  its 
it  nticipated  contribution  to  earnings. 
ra  For  the  fiscal  year  ending  Mar.  31, 
^  992,  Dickson  expects  the  company 
ilk)  earn  $3.85  a  share.  His  estimate  for 
icihe  following  year  is  $4.22.  Respect- 
v'  [ble  growth,  says  he,  but  not  worth  a 
;r  Premium  earnings  multiple.  And  at 
li(kcent  prices  Carter  is  valued  at  a 
premium  to  Warner-Lambert  and 
fflkistol-Myers  Squibb — both  of 
vhich,  according  to  Dickson,  have 
juperior  prospects.  He  thinks  Carter 
:ould  backtrack  to  below  70. 

There  are  15.3  million  shares.  The 
'Hoyt  family,  led  by  Chairman  Henr\' 
Hoyt  Jr.,  controls  51%.  WM 

Forbes  ■  September  16,  1991 
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'This  is  the  way  you  always 
imaginedthe South  Pacific 


Read  what 
Andrew  Harper's 
jtde  to  unspoiled  plao 

says  about  Malcolm  Forbes' 

exotic  Fiji  Island  paradise 


It's  the  vacation 
of  a  lifetime  for 
$2,600  a  week! 


Taken  as  a  whole,  Fyi  is 
perhaps  the  most  idyllic  and 
hospitable  archipelago  in  the 
South  Seas,  its  essence 
springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fyi  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-sfrewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  frees 

and  wild  birds 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  fravelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  fraditional 
full-blown  social  resort,  but  rather 


Contact: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland.  CO  81133 
(719)  379-3263 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  er\joyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  fransparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  fropical  fish  and 
specimen  shells — 

"It's  zilways  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  fropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific  .. .  ■■ 


Fire  up  my  imagination! 

Send  me  a  free  color  brochure. 

Name 


Zip 
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the  most  precious  thing  you  can  own 


Land . . .  what  else  can  give  you  so  much  iileasare  now  and  fSor  years  to  comeT 


T|ie  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  S30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to;  Erroi  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch.  P.O.  Box  303  1 WJ7 
Ft.  Garland,  CO  81 133. 


Oblain  the  Property  Heport  required  by  Federal  law  and  read  it  befofe  signing  anyiriing 

judged  the  merits  or  value,  it  any.  ol  this  property  Equa'  Crpcli"  ard  \  (oi  i^  nq  Oppo'n.'V 

statement  has  been  liied  with  the  Secretary  o(  State  r ' 

of  the  sale  or  lease  or  offer  lor  sale  or  lease  by  the  $©€'• 

upon  the  merits  ol  such  ,  jffo' ic;    A  i-dr.  nt  ihn  oficr 

Ranches  NYA86  153 

to  t>e  offered  to  l^ew  .ii 

Offering  Statement  aiiii  .r^u,  .1  i.,-iv.,-  Mi,.n,i, .,,  yini.ui  i^ 
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Jmore  things  change. . ." 
trears  ago  in  Forbes 

:  HE  ISSUE  OH  Sept  17,  1 92 1 ) 

Though  now  topped 
by  many  a  later 
and  taller  one, 
this  Metropolitan 
Life  office  tower, 
completed  in  1909, 
still  vies  for 
the  title  of  New 
York's  most 
beautiful. 
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th  this  issue  Forbes  enters  its 

year.  Born  amidst  the  strain  and 

ss  of  war,  it  has  experienced  its  hill 

re  of  the  vicissitudes  of  the  last  four 

s.  We  are  happy  to  be  able  to  say, 

.ever,  that  our  progress  has  been 

d\'  and  that  we  are  more  strongly 

enched   today,   notwithstanding 

recent  general  depression,  than 

r  before." 

he  treaty  of  peace  ending  the  state 
var  between  the  U.S.  and  Germany 

been  signed  by  representatives  of 

two  countries  and  must  now  be 
fied  by  the  U.S.  Senate  and  Ger- 
n  Reichstag.  The  compact  assures 
the  U.S.  all  the  rights  accruing  to 
s  country  under  the  Treat)'  of  Ver- 
les,  but  provides  specifically  that 

U.S.  shall  not  be  bound  by  the 
uses  of  the  Versailles  compact  relat- 

to  the  League  of  Nations." 

)  years  ago 

aoM  THE  ISSUE  OF  Sept  15, 1931) 
his  is  a  call  to  arms,  a  call  to  wage 

ir.  The  enemy  is  unemployment,  a 
lenace  which  cannot  be  met  by  com- 
licency.  The  army  of  unemployed  is 
reater  than  any  army  this  nation  was 


ever  before  called  upon  to  face.  Six 
million  hungr>'  men,  though  un- 
armed, constitute  a  danger  of  immea- 
surable gravit)'." 

-B.C.  Forbes 

"The  Lindberghs  in  Tokyo,  the  DO  X 
in  New  York  Cit\',  Graf  Zeppelin  on  a 
flying  trip  to  South  America,  and 
[Frank]  Hawks  breaks  a  few  more 
records — that  about  sums  up  the  avia- 
tion of  the  last  fortnight.  It  is  neces- 
sary' to  add,  however,  the  \er\'  impor- 
tant bread-and-butter  news  that  the 
Army  Air  Corps  has  made  contracts 
involving  .  .  .  $2.57  million." 

50  years  ago 

(From  the  issue  of  Sept  15, 1941 ) 
"The  President  has  just  said  that  'it  is 
very  possible'  that  the  perils  facing  the 
nation  and  the  world  'may  be  even 
more  serious  at  this  moment  than 
they  were  at  the  end  of  August  and  the 
beginning  of  September  1939,  when 
the  war  began.'  He  has  suggested  that 
the  Axis,  rather  than  the  Americas, 
may  force  the  final  decision." 

"If  the  authorities  cannot  arrange 
transportation  of  a  full  supply  of  gaso- 
line for  eastern  states,  there  can  be  but 
one  upshot,  rationing  through  issu- 
ing of  cards  to  each  consumer.  No 
'curfew,'  no  closing  on  Sunday  or  any 
other  day,  no  limiting  of  shipments  to 
vendors  will  achieve  the  objective." 

"Sleek  is  the  word  for  these  huge, 
heavy  trucks,  with  Plexiglas  bomber- 
type  cockpits — the  ultimate  in  mod- 
ern design.  Now  touring  the  countn' 
in  General  Motors'  'Parade  of  Prog- 
ress' (the  company's  traveling  science 
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carnival),  these  trucks  of  tomorrow 
have  incorporated  the  terrifying  effi- 
ciency of  a  war  machine." 

25  years  ago 

(From  i  mi  issi  kof  Sept  15,  1966) 


T? 


One  Levi  Strauss 

promotion 

required 

a  single  oversize 

pair  of  Levis  for 

a  young 

Bob  Hope 

and 

Rhonda  Fleming. 


Futuristic  trucks  transported  GM's 
1941  "Parade  of  Progress"  show. 


"Since  1850  over  150  million  pairs 
of  Le\is  have  been  sold,  some  15 
million  pairs  last  year  alone.  President 
Walter  A.  Haas  Jr.  says  that  even 
9,000  employees  can't  meet  current 
demand.  Levi  Strauss  is  still  the  big- 
gest customer  of  North  Carolina's 
Cone  Mills,  which  for  over  50  years 
has  made  the  famous  xx  denim  used  in 
regular  Levis." 

"According  to  word  now  seeping 
from  authoritative  sources  in  the  Pen- 
tagon, the  U.S.  is  planning  to  put  yet 
another  300,000  American  soldiers  in 
South  Vietnam,  bringing  our  total 
there  to  600,000 If  300,000  can- 
not do  whatever  it  is  we  are  ultimately 
planning      to      do,      neither      will 

600,000 How  bloody  dumb  can 

we  get?" 

-Malcolm  Forbes 

10  years  ago 

(From  THE  issue  OF  Sept  14,  1981) 
"Slowly  but  surely  high  interest  rates 
are  choking  off  the  demand  for  capital 
goods.  Unless  you're  selling  compres- 
sors or  machine  tools,  that  isn't  neces- 
sarily bad — at  least  in  the  short 
run.  .  .  .  Among  the  beneficial  side 
effects  is  higher  employment.  When- 
ever you  defer  capital  investment,  says 
Neil  Wissing,  a  Weyerhaeuser  vice 
president,  one  result  is  keeping  people 
on  the  payroll  at  less  efficient  ma- 
chines. Because  of  the  high  cost  of 
money,  Wissing  says,  Weyerhaeuser  is 
scaling  back  1982  [capital]  spending 
plans  by  15%."  Hi 
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Summer,  with  its  dog  days, 
its  vacations,  its 
distractions,  is  over. 
We  have  had  our  holidays, 
our  rest,  our  recreation. 
The  fall  season,  with  its 
new  opportunities  for 
effort,  enterprise  and 
achievement,  is  upon  us. 
Let  us  rip  off  our  coats 
and  get  down  to  business. 
We  may  have  allowed 
pessimism  to  grip  us 
during  the  summer  months. 
We  may  even  have  allowed 
laziness  to  enter  our 
bones.  Now  it  is  up  to  us 
to  throw  off  both  lassitude 
and  pessimism.  The  time 
has  come  for  action,  for 
aggressiveness.  .  .  . 


-B.C.  Forbes 


Always  do  right.  This  will 
gratify  some  people  and 
astonish  the  rest. 

-Mark  Twain 

The  man  who  is  clever  and 
industrious  is  suited  to  high 
staff  appointments;  use  can  be 
made  of  a  man  who  is  stupid 
and  lazy;  the  man  who  is 
clever  and  lazy  is  suited  for 
the  highest  command,  he  has 
the  nerve  to  deal  with  all 
situations;  but  the  man  who  is 
stupid  and  industrious  is  a 
danger  and  must  be  dismissed 
immediately. 
-Baron  von  Hammerstein-Equoard 

There  is  nothing  that 

you  can  have  when  you 

are  old  that  can  replace 

being  young  and  having 

nothing. 

-Mary  Wallace  Smlfh 

Life  is  the  greatest  bargain: 
We  get  it  for  nothing. 

-YinOISH  PROVKRB 


A  Text ... 

These  things  I  have  spoken 
unto  you,  that  in  me  ye 
might  have  peace.  In  the 
world  ye  shall  have 
tribulation:  but  be  of 
good  cheer;  I  have 
overcome  the  world. 
-John  16:33 


Sent  in  by  Mrs.  Gay  Peterson, 
Des  Plaines,  III.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


Among  all  human  constructions 
the  only  ones  that  avoid  the 
dissolving  hands  of  time 
are  casdes  in  the  air. 
-Frederico  de  Roberto 

In  love  there  is  always 
one  who  kisses  and  one  who 
offers  the  cheek. 
-French  proverb 

A  bachelor's  virtue  depends 
upon  his  alertness;  a 
married  man's  depends  upon 
his  wife's. 
-H.L.  Mencken 

Marriage  is  our  last,  best 
chance  to  grow  up. 

-JosKrH  Rarih 


More  ihan  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  tO:  Forbes  Inc.,  60  Fifth  Ave.,  New 
York,  N.y.  1001 1.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Never  play  down  the  importance 
of  incompetence  in  the 
organization.  It  has  always 
been  the  seed  of  discontent, 
independence  and  successfiil 
entrepreneurship. 
-William  Bliss 

The  will  is  the  strong  blind 
man  who  carries  on  his 
shoulders  the  lame  man  who 
can  see. 
-Schopenhauer 

The  English  political 
aristocracy  will  probably 
continue  to  reign.  If  they 
were  rega'-ded  as  a  li\ing 
aristocracy  their  energ}'  and 
arrogance  might  irritate 
people  into  unrest  or 
destruction.  But  as  they  are 
presented  to  us  as  a  dying 
aristocracy,  we  do  not  mind 
how  long  they  take  to  die. 
-G.K.  Chesterton 

There  will  always  be  a 
battle  between  the  sexes 
because  men  and  \\  omen  w  ant 
different  things.  Men  want 
women  and  women  want  men. 
-George  Blrns 

New  York  attracts  the  most 
talented  people  in  the  world 
in  the  arts  and  professions. 
It  also  attracts  them  in 
other  fields.  Even  the  bums 
are  talented. 
-Edmund  Love 

If  you  want  to  get  rich 
from  writing,  write  the 
sort  of  thing  that's  read 
by  persons  w  ho  move  their 
lips  when  they're  reading 
to  themselves. 
-Don  Marqiis 

Think  w  hat  cowards  men 
would  be  if  the\  had  to  bear 
children.  Women  are  altogether 
a  superior  species. 

-GH>R».iK  BFRNAR.nSH.MV 
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Music  magnate 
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The  MD-1 1 ,  a  new  long  range  advanced  technology  th-Jet  airliner 

being  manufactured  by  Douglas  Aircraft,  a  division  of  McDonnell 

Douglas,  is  an  important  part  of  Long  Beach's  broad  economic  base. 
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Landmark  Square, 

a  striking  addition 

to  the  downtown 

skyline,  is  attracting 

widespread 

attention  by 

combining  an 

urban  setting  with 

panoramic  ocean 

views,  countless 

amenities  and 

excellent  value. 


The  Metro  Blue  Line  is  t 

vital  iink  between 

downtown  Los  Angefai 

and  downtown  Long 

Beach.  Commuters 

make  the  trip  in  a 

relaxing  50  minutes. 


Long  Beach  is  home  to  its 

own  convenient 
municipal  airport  which 
services  major  hubs  all 
over  the  country  and  is 
within  30  minutes  of  Los 
Angeles  International  and 
Orange  County  airports. 


The  Queen  Mary, 

the  largest  ocean 

liner  afloat,  has 

attracted  a  royal 

following  of  over  20 

million  visitors  and 

hotel  guests  since 

her  opening  to  the 

public  in  1971. 


re  Long  Beach,  California  is  the  right  choice.' 


pment,  Inc.  •  GTE/GTEL*  Landmark  Square,  a  development  of  Cushman  Investment  &  Development  Corporation 
le  Square  Associates  •  McDonnell  Douglas  Realtv  Company  •  The  Port  of  Long  Beach 
enter  at  Long  Beach  an  IDM/Kajima  International  Development  •  The  Walt  Disney  Company 
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The  Port  of  Long  Beach  is 

one  of  the  mosf  modern 

in  the  world  and  handles 

more  cargo  tonnage  than 

any  other  port  on  the 

West  Coast. 


Long  Beach  is  a 

recreational 
paradise  with  a 

multitude  of 

choices  including 

municipal  golf 

courses,  country 

clubs,  the  worla's 

largest  municipal 

marina  operation 

and  water  sports  of 

every  type.  And  it's 

also  convenient  to 

nearby  mountains. 

deserts  and 

Catalina  Island. 


Phase  11  of  Kilroy  Airport  Center/Long  Beach,  a  GTE  SmartPark®,  is  a  master-planned  52  acre.  2.2  million  square  foot, 
ampus-style  office  development,  freeway  close  to  both  LA.  and  Orange  counties,  and  adjacent  to  the  Long  Beach  Airport. 


We're  not  content  to 
just  sit  on  the  beadi 

Long  Beach  isn't  just  another  pretty  place.  Companies  that 
move  here  enjoy  a  real  competitive  edge  for  many  reasons. 


City  government  and  industry  work 
together  to  create  a  pro-business 
environment 

Long  Beach  has  the  largest  state 
Enterprise  Zone  in  California, 
providing  five  categories  of  state  tax 
incentives  to  eligible  businesses 

The  Redevelopment  Agency's 
investment  of  $100  million  in  public 
funds  has  attracted  over  $3  billion 
in  private  monies  to  rebuild  and 
refurbish  the  Downtown 

One-stop  Development  Center  for 
building  permits 

Employment  and  training 
assistance 

Business  management  assistance 
in  cooperation  with  the  Long  Beach 
Area  Chamber  of  Commerce 

Business  expansion  financing 
through  the  Long  Beach  Local 
Development  Corporation 


Small  Business  Administration  Loan 
Packaging  Assistance 

Industrial  development  bond 
financing 

The  largest  Foreign  Trade  Zone  in 
Southern  California 

Diverse  and  growing  labor  pool 

Lower  utility  costs 

Six  highly  desirable  executive 
residential  communities  within 
Long  Beach  and  close  to  Los 
Angeles  and  Orange  counties' 
executive  housing 


'  Home  of  a  major  Port  and 
Mumcipal  Airport 

'  Tlie  Port  of  Long  Beach  is  develop- 
ing a  plan  which  will  provide  the 
largest  marine-highway-rail 
transport  hub  in  the  world 

Metro  Rail  access  direct  from 
downtown  Long  Beach  to  down- 
town Los  Angeles  also  provides  an 
outstandmg  clean  cor  solution 

A  Convention  Center,  that  is 
cun^ently  tripling  its  size,  within 
walking  distance  of  over  2,000  hotel 
rooms 

Long  Beach  is  located  in  the  heart  of 
one  of  the  fastest  growing 
commercial  and  industnal  markets 
in  the  world 

Over  $2  billion  dollars  in  commer- 
cial, industrial,  retail  and  recre- 
ational development  cunently 
under  construction  or  in  the 
planning  stage 


For  more  information,  contac; 
City  of  Long  Beach,  Mr.  jerry  Miller,  Economic  Developmen'  Bu'at.:  f"'!'^  !^T  -R'^ 

Long  Beach,  California 

Avery  choice  place. 
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HowlDkeep55% 

ofyour  net  worth  ftorn 
going  to  strangers. 


Estate  planning  with 
Merrill  Lynch  can  help. 

It  may  surprise  you  to  learn  that 
unless  you  plan  your  estate  care- 
fully as  much  as  55%  of  your 
assets  can  go  to  taxes,  probate 
costs,  legal  fees  and  other 
expenses. 

That's  why  it's  important  to 
talk  to  your  Merrill  Lynch  Finan- 
cial Consultant  at  once  if  you 
don't  have  an  estate  plan  in  place. 

We  can  analyze  your  needs, 
advise  you  on  managing  your 
investments  and  explain  the  wide 

©1991  Merrill  Lynch,  Pierce.  Fenner&Smilh  Inc  Member SIPC, 


variety  of  trust  services  and  insur- 
ance products  available  today 
including  survivorship  insurance. 
And  if  you're  a  business  owner, 
we  can  provide  you  with  experts 
to  help  you  determine  your  com- 
pany's value  and  help  you  estab- 
lish and  implement  your  business 
succession  goals. 

For  a  free  booklet  on  estate 
planning  strategies,  see  your 
Financial  Consultant,  call  our  toll- 
free  number  or  mail  the  coupon. 

Isn't  it  time  you  made  sure 
your  assets  go  to  the  people  you 
really  care  about? 
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CaU  1.800-6377455,  act  9151 

Return  to:  Merrill  L>T(ch  Response  Center. 

PQ  Box  30200.  New  Brunswick.  W  0898*<1200 

Please  send  me  your  ftw  brochure  on  estate 
preservation  straiesies. 
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"In  12  years  I  had  18  titles, 
and  basically  what  I  did  was 
fix  broken  businesses." 

■■■■   82 


The  Forbes  Index 
The  Forbes/Barra 
Wall  Street  Review 
Industry  Review 


38 

185 
186 


SCIENCE  &  nCHNOLOGY 


Streetwalker  198 

A  technician  worries;  Martin  Mariet- 
ta; Airborne  Freight;  TRW  Inc. 


LAW  AND  ISSUES 


142 


Taxing  Matters 

By  Laura  Saunders 

Dan  Rostenkowski's  bad  news  for 
software  and  cable  companies  and 
good  news  for  advertisers. 

On  The  Docket  150 

By  James  Lyons 

Are  bankruptc)'  rules  too  lenient  for 

real  estate  debtors? 


MARKETING 


152 


Choosing  An  Agency 

By  Joshua  Levine 

"You've  got  to  be  perfect,  but  not 

plastic  perfect." 


COMPUTERS/COMMUNICATIONS 


Color  Is  Coming 

By  Kathleen  K.  Wiegner 
To  office  computing. 


156 


160 


Mentor  Graphics 

By  Kathleen  K.  Wiegner 

When  the  computer  business 
changed.  Mentor  Graphics  was  slow 
to  adapt.  AJso:  Commentary  by  Rich- 
ard A.  Shaffer. 


Editorial  index  is  on  page  8 

Cover  photo  by  Aaron  Rapoport/Onyx 


166 


High  Anxiety 

By  Toddi  Gutner 

Is  stage  fright  treatable?  Also:  Com- 

mentarx'  bv  Peter  Huber. 


PERSONAL  AFFAIRS 


Collectors: 

Aviation  Memorabilia 

By  Christie  Brown 

Posters,  old  planes,  and  more. 


174 


Careers: 

Letting  Both  Sides  Win  178 

By  Mary  Beth  Grover 

Never  tell  a  good  customer  to  shove  it. 


FACES  REHIND  THE  FIGURES 


John  Herrington  180 

Harcourt  Brace  Jovanovich 

Jerry  Geist  180 

Former  utility  chairman 

Michael  Losh  182 

Oldsmobiie 

Frederick  Gale  Ru£Ener  Jr.  182 

Gale  Research 


COLUMNISTS 


Observations  56 

Thomas  Sowell 

The  Larger  Context  148 

Michael  Novak 

Capital  Markets  191 

Ben  Webe'man 

Portfolio  Strategy  192 

Kenneth  L.  Fisher 

Wall  Street  Irregular  193 

Mark  Hulbert 

Market  Trends  194 

Frederick  E.  Rowe  Jr 

Property  Strategy  195 

Charles  E.  Babin, 


Side  Lines 

10 

Follow- Through 
The  Informer 

12 
18 

Readers  Say 

Fact  and  Comment 

22 
25 

Other  Comments 

30 

Commentary 

What's  Ahead  For  Business 

35 

37 

Flashbacks 

201 

Thoughts 

202 

September  30,  1991 
Volume  148 
Number  7 

Forbes  (ISSN  0015  6914)  is  published 
biweekly  except  weekly  during  rvvo  weeks  in 
C^ctober,  bv  Horbes  Inc.,  60  Fifth  .\ve.. 
New  Vork,'N.V.  1001 1.  Second  class 
postage  paid  at  New  York,  N.Y.  and  at 
additional  mailing  oftices.  Canadian  scc»)nd- 
class  postage  paid,  permit  number  9490. 
GST  #  R125769313.  Subscription  552  a 
vear,  U.S.A.  Postmaster:  Send  address 
changes  to  Forbes,  60  Fifth  Ave.,  New 
York,  N.Y.  10011. 

C'opyright  ©  1991  Forbes  Inc.  Title  is 
protected  through  a  trademark  registration 
in  the  L'.S.  Patent  Oflkc. 
Forbes  does  not  supply  back  issues  or 
copies  ot'individual  articles.  Requests  for 
permission  to  reprint  should  be  sent  to  the 
Permissions  and  Reprints  Department  at 
Forbes.  Forbes  is  indexed  in  major  penodical 
indexes  and  can  be  located  in  bound  copy 
or  microtbrm  in  major  libraries.  The  tull  text 
is  available  electronically  on  major 
database  systems. 

Where  necessar.',  permission  is  granted  by 
the  copvright  o\%  ner  for  those  registered 
with  the  C'opyright  ("learance  ("enter 
((■(Xl),  27  Congress  St  ,  .Salem,  Mass. 
01970  to  photcKopy  articles  owned  by 
Forbes  for  a  flat  fee  of  S 1  .SO  p»er  copy  per 
article.  Send  payment  to  the  C"(X"  stating 
the  ISSN  ( 00 1 S  69 1 4 ),  volume  and  first  and 
last  page  number  of  each  article  c«)pied. 
("opying  for  other  than  personal  u.sc  or 
internal  reference,  or  of  articles  or 
ct)lumns  not  o\\ ned  by  Forbes  without 
express  permivsion  of  Forbes  or  the 
copyright  owner  is  expressly  pa>hibited 


Forbes  ■  September  30,  1991 


All  Across  Europe, 

ASTHENEWD/Q^ARRIVES, 

SoDom. 


/^ 


Schedules  subjcn  lo  change 


FRANCE 


ITALY 


SWEDEN 


SPAIN 


BELGIUM 


^     -^- 


With  The  Most  nonstops  To  Europe  . 

It  happens  in  London  and  in  Paris  just  as  the  cities  start  to  stir. 

It  happens  in  Frankfurt  and  Munich,  in  Zurich  and  Milan.  In  Stockholm,  Glasgow, 

Brussels,  Manchester  and  Madrid.  All  across  Europe,  American  arrives 

just  as  the  day  begins.  So  whatever  brings  you  to  Europe, 

fly  the  airiine  that  has  brought  Europe  closer  than  ever  before. 

As  close,  in  fact,  as  tomorrow  morning. 

American  Airlines 

Something  ^)ecial  to  Europe. 


SWITZERLAND 


SCOTLAND 


ENGLAND 


GERMANY 


COMPANIES  IN  THIS  ISSUE 


Forbes 


EACH  REFERENCE  IS  TO  THE 
FIRST  PAGE  OF  THE  STORY  IN 
WHICH  THE  COMPANY 
NAME  APPEARS. 


A&M  Records,  108 

Abacus  Capital,  22 

Absolut,  152 

Adams  Cohen,  44 

Advanced  Telecommunications,  42 

Air  France,  152 

Airborne  Freight,  198 

Albany  Savings,  44 

Alcoa,  188 

Alltel,  42 

Aloha  Airlines,  72 

American  Brands,  198 

American  Business  Products,  16 

American  Home  Products,  82 

Ameritech,  42,   172,   192 

Ammirati  &  Puris,  152 

AMR,  198 

AmSouth  Bancorp,  107 

Anchor  Savings,  44 

AOR,  172 

Appel  Inter,  19 

AT&T,  19,  37,  42,  188 

Atari,  92 

Aztar,  124 


Bache,  70 

Baker  Hughes,  58 

Bally  Manufacturing,  124 

Bank  of  Boston,  188 

Bank  of  New  England,  188 

BankAmerica,  188 

Bankers  Trust,  188 

BankWatch,  107 

Bantam  Books  (Bertelsmann),  178 

Banxquote,  38 

BayBanks,  58 

Bell  Adantic,  42,   172,   192 

Bell  C;anada,  19 

Bell  Federal,  44 

BellSouth,  42,   172 

Bertelsmann  Music  Group,  108 

Birmingham  Turf  Club,  107 

D.H.  Blair,  70 

Blenheim  Group,  45 

Bobbin,  45 

Boeing,  50,   174 

F.J.  Brach,82 

Bristol-Myers  Sc]uibb,  58 

Browning- Ferris  Industries,  198 


Cadence  Design  Systems,  160 

Caesars  World,  124 

California  Federal  Savings  &  Loan,  42 

Callan  A.s.sociates,  58 

Calumet  Federal,  44 

Campbell  Soup,  198 

Canadian  Imperial,  18 


C^anon,  156 

CBS,  108 

Century  Federal,  44 

Champion  International,  78,  198 

Chase  Manhattan,  188 

Chiat/Day/Mojo,  152 

Chiquita  Brands,  16 

Circus  Circus,  124 

City  Federal  Savings  &  Loan,  107 

Club  Med,  152 

Comdial,  42 

Comdisco,  198 

Communispond,  178 

Compagnie  Gencrale  des  Eaux,  45 

Conrail,  188 

Continental  Airlines  Holdings,  174 

Control  Data,  198 

Al  Copeland  F],nterprises,  18 

Cragin  Financial,  44 

Cummins  Engine,  12 

Curtiss  Candy,  82 


Dain  Bosworth,  186 

Delphis  Hanover,  191 

Delta  Air  Lines,  198 

Denver  Nuggets,  66 

Digital  Equipment,  164,   198 

Walt  Disney,  156 

Donaldson  Lufkin  &  Jenrette  (Equitable 

Life  Assurance),  42,  199 
Dow  Chemical,  142 
Dreyfus  funds,  191 
DuPont,  156 


E-Systems,  198 

Eastman  Kodak,  156 

Eaton  &  Vance,  58 

Electric  Boat  (General  Dynamics),  40 

Elf  Aquitaine,  188 

Emmis  Broadcasting,  18,  96 

Empire  of  America,  44 

Entergy,  188 

Erie  Pennsylvania  Lease 

Revenue  Bond,  191 
Ernst  &  Young,  60 


Farley  Candy,  82 

Federal  FLxpress,  198 

FedFirst  Bancshares,  44 

Fiat,  201 

Fidelit\'  Investments  (FMR),  188 

Fidelity  Monitor,  193 

Fifth  Third,  107 

First  Alabama  Bancshares,  107 

First  Fidelit\',  188 

First  FSB,  44 

Floating  Point  Systems,  160 

Ford  Motor,  12 

Four  Queens,  124 

Freedom  House,  148 

Fund  E\rhnuijt\  193 


Cialc  Research,  182 
(ininitin  C^  Wiujninij 

liiisintss  Mnjiazint\  1 24 
Gannett,  142 
GE,40,  50,   195 


General  Cinema,  180 
General  Dynamics,  40 
General  Motors,  42,  182,  195 
Georgia-Pacific,  198 
Gitano,  192 
Gold  Coast,  124 
Goldriver  Finance,  124 
Gordon  Capital,  198 
W.R.  Grace,  188 
Grand  Metropolitan,  88 
Granville  Market  Letter,  193 
GTE,  172 
Gucci,  124 


Harcourt  Brace  Jovanovich,  180 

Healthcare  Ser\ices  Group,  70 

Hewlett-Packard,  156,   160 

Hilton  Hotels,  124 

Hogan  Systems,  42 

Home  Depot,  144,  188 

Honda  Motor,  182 

Honewell,  198 

Horseshoe,  124 

Household  International,  188 

Hulbert  Financial  Digest,  193 

Humana,  198 

Hunt  International  Oil,  18 


IBM,  42,  164,  188,  195,  198 
ICE  International,  97 
Imperial  Palace,  124 
Intel,  164 

Inter-Continental  Hotels,  88 
Interface  Group,  45 
Intergraph,  160 
Intermountain  Power 
Authorit)'  Bond,  191 
International  Game  Technologies,  124 
International  Paper,  78 
Interstatcs/Johnson  Lane,  186 
Investment  Clounselors  of  Marvland,  198 
Investors  Intelligence,  193 
IP  Timbcrlands,  78 


Jacobs  Suchard  ( Philip  Morris),  82 
Jamaica  Sa\  ings  Bank,  44 
Jcfterson  Louisiana  Sales 
Tax  Revenue  Bond,  191 
Johnson  &  Johnson,  198 
Justice  Records,  108 


Kecfc,  Bruvette  &  Woods,  107 
Kidder,  Peabi>dv  iGE),  195 
Kimberlv  CMark,  16 
Kmart,  188,   198 
Kubota,  12 


Udvluck,  124 

Largo  Entertainment,  52 

C.J.  l^nvrencc,  40 

Liberrv  Federal.  44 

Limited,  1^8 

Lindner  Dividend  Fund.  185 

Litton  Industries.  1 6 

I.lamadas  R^jpidas,  19 

Lockheed,  198 


Forbes  ■  September  v^O,  1991 


London  Records,  108 
Loral,  198 

Los  Angeles  Department  of 
Water  &  Power  Bond,  191 


Magna  Bancorp,  44 
Manufacturers  Hanover,  42 
Marffo's  Market  Monitor,  193 
Martin  Marietta,  198 
McCavv  Cellular  Communications 

(Affiliated  Publications),  172 
McDonald's,  198 
McKinsey,  88 
Media  General,  186 
Melville,  198 
Memphis,  66 

Mentor  Graphics,  142,   160 
Meritor  Financial,  44 
Mernll  Lynch,  18 
Mcssner,  Vetere,  Berger, 

Carey  &  Schmcttcrer,  1 52 
MGM-Pathe  Communications,  52,  124 
Microsoft,  164 
Midland  WaKvyn,  12 
Mirage  Resorts,  124 
Miscellaneous  Man,  174 
Mitsubishi  Trust  &  Banking,  18 
Mitsubishi,  156 
Moneyletter,  193 
Monitoring;  Times,  1 72 
Moody's  Investors  Service,  37 
Morgan  Guaranty,  188 
Morgan  Stanley,  18,  70 
J. P.  Morgan,  107 
Motorola,  164,  172 
.Motown  Record  (Matsushita),  10 
Mutual  Fund  Investing,  193 
Mutual  Fund  Strategist,  193 


N.S.  Bancorp,  44 
*  National  Heritage  Management,  70 
National  Medical  Enterprises,  198 
Nationwide  Mutual  Insurance,  96 
NCNB,  107,  188 
NEC,  156 

New  Jersey  Health  Care 
Authorit)'  Bond,  191 
New  York  Times,  201 
Nichii,  52 
Nike,  160 
Nikon,  156 
Nyncx,42,   188 


Oce  Graphics,  156 
OgiKy  &  Mather,  152 
Omnigraphics,  182 
Oppenheimer,  124 


Pacific  lelesis,  42 

PaineVVebber,  12 

Pan  Am,  88 

Paramount  (Communications,  52,  92 

J.C.  Pennev,  198 

Pennzoil,  108 

Pep  Boys,  144 

PepsiCo,  58,   198 

Personal  Technology  Research,  172 


Pertamina,  18 

Peter  Dajj  Investment  Letter,  193 
Pfizer,  58 

Phelps  Dodge,  188 
Philip  Morris,  58,   188 
Piggly  VViggly  (Fleming),  201 
Pitnev  Bowes,  198 
PolyGram,  108 

Popular  Communications,  172 
Port  Authority,'  of  New  York  & 
New  Jersey  Bond,  191 
J.D.  Power^  182 
Procter  &  Gamble,  198 
Professional  Tape  Reader,  193 
Professional  Timing  Service,  193 
Promus,  124 

Public  Ser\'ice  Co  of  New  Mexico,  180 
Putnam,  188 
Pyramid,  66 


QMS,  156 


Radio  Shack  (Tandy),  172 
Ralston  Purina,  16 
Raytheon,  198 
Reed  International,  45 
Republic  National  Bank,  42 
Resorts  International,  124 
Reyn  Spooner,  72 
Reynolds  Metals,  188 
Riviera,  124 
RJR  Nabisco,  82 
Robinson-Humphrev,  198 
Rolls-Royce,  50 
Royal  Dutch  Petroleum,  188 
Royal  Palm  Sa\ings,  44 


Saatchi  &  Saatchi,  45,   152 

Saison  Group,  88 

Salomon,  26,  30 

Sands,  124 

SB K  Records,  108 

Scandinavian  Airlines  System,  88 

Schlumberger,  58 

Scientific-Atlanta,  198 

Sea  Containers,  185 

Seattle  Mariners,  18 

Seattle  Washington  Metropolitan 

Sewer  Revenue  Bond,  191 
SecuriU'  Federal,  44 
Securit\' Pacific,  18,   188 
Seiko,  156 

Sequent  Computer,  160 
Sharp,  156 

Shawmut  National,  188 
Shearson  Ix'hman,  142 
Shochiku,  52 

Smith  Barney  (Primerica),  70,   191 
SNL  Securities,  44 
Sony,  52,   108 
Sotheby's  Holdings,  1 74 
Southdown,  192 
Southmark,  70 
Southwestern  Bell,  42 
Standard  Asset  Group,  58 
Stardust,  124 
Stephens,  42 
Stockmarkct  Cycles,  193 


Strauss  Auto  Stores,  144 
Sun  Microsystems,  160,   164 
SunTrust,  107 
Svstematics  (Alltel),  42 


Tandem  Computers,  198 

TAP  Publishing,  174 

TBWA,  152 

Tektronix,  156,   160 

Tcnneco,  12,  40 

Texaco,  108 

J.  Walter  Thompson  (WPP  Group),  178 

Thomson,  12 

Thorn  EMI,  108 

Time  Warner,  10,  52,  92,   108 

Toei,  52 

Toho,  52 

Tosco,  185 

Toyota  Motor,  182 

Toys  "R"  Us,  144 

Transamerica  Occidental  Life  Insurance,  22 

Trident  Financial,  44 

Trump  Group,  124 

TRW,  199 

Twentieth  Centur\'  Fox  (News  Corp),  52 

Tyson  Foods,  42 


U.S.  Surgical,  198 

U.S.  West,  42 

UAL,  198 

Uniden  America,  1 72 

Union  Carbide,  188 

United  International  Pictures,  52 

United  Missouri,  107 

United  Parcel  Sen  ice,  198 

Universal  Building  Ser\ices,  70 

Universal/MC'A  (Matsushita),  52 

Upjohn,  198 


Valid  Logic  Systems,  160 

Van  Kampen  Merritt,  191 

Vertex,  37 

Virgin  Group,  108 

Volvo,  152 

Louis  Vuitton  (LVMH),  124 

w^^m  w 

Wachovia,  107 

Wal-Mart  Stores,  42,   188 

Wall  Street  Journal,  35 

Wallace,  18 

Weiner  Associates,  60 

Wells  Fargo,  198 

We-stern  Publishing,  192 

Westinghousc,  198 

Wesnaco,  78 

Weverhaeuser,  78 

wkZL,96 

WWH  r,  96 

Wycth-Aycrst  Laboratories,  166 

^^m  X,  Y,  z 

Xerox,  156 

Tour  Windoiv  into  the  Future,  193 

Ziveifl  Forecast,  193 


Forbes  ■  September  30,  1991 


wm. 


SIDE  LINES 


Fbrbes 


^m    Editor 

JAMES  W.  MICHAELS 

■■    Managing  Editor 

LAWRENCE  MINARD 

Assistant  Managing  Editors:  William  Baldwin, 

Jean  A.  Briggs,  Stewart  Pinkerton 

Executive  Editor:  James  Cook 

Art  Director:  Everett  Halvorsen 

Senior  Editors:  ITiyllis  Berman,  Peter  Brimelow, 

Subrata  N.  Chakravart^-,  William  G.  Flanagan, 

Jerry  Flint,  Ruth  M.  Gruenberg,  Lisa  Gubernick, 

Thomas  JafFe,  Steve  Kichen,  Marlene  Mandel, 

Gretchcn  Morgenson,  James  R.  Norman, 

Howard  Rudnitsky,  Laura  Saunders,  Matthew  Schifrin, 

Harold  Seneker,  Gary  Slutsker,  Richard  L.  Stern 

Contributing  Editors:  Norm  .\lster,  Esther  Dyson, 

George  Gilder,  Susan  Ixe,  Richard  C.  Morals, 

Richard  Phalon,  Dero  A.  Saunders 

Associate  Editors:  David  Churbuck,  Betty  Franklin, 

John  R.  Hayes,  Laura  Jereski,  Dolores  A.  llataniotis, 

Joshua  Ixvine,  Dana  Wechsler  Linden,  James  Lyons, 

Dyan  Machan,  Fleming  Meeks,  Peter  Newcomb, 

Tatiana  Pouschine,  Jason  Zweig 

Staff  Writers:  Christie  Brown,  Patrice  Duggan, 

Edward  Giltenan,  Rita  Koselka,  Seth  Lubove, 

Suzanne  L.  Oliver,  Eric  Schmuckler,  Leslie  Spencer 

Reporters:  Katherine  Weisman,  Deputy  Chief;  Reed 

Abelson,  Graham  Button,  Ignatius  Chithelen, 

Lisa  Coleman,  Vicki  Contavespi,  Amy  Feldman, 

Carolyn  T.  Geer,  Mary  Beth  Grover,  Toddi  Gutner, 

William  Heuslein,  Roula  Khalaf,  Martin  Kihn,  Linda 

Killian,  Paul  Klebnikov,  Manjeet  Kripalani,  Randall  Lane, 

Evan  McGlinn,  Brigid  McMenamin,  Joel  Millman, 

Christopher  Palmeri,  Zina  Sawaya,  Maura  Smith,  David 

Stix,  Wendy  Tanaka,  Merrill  Vaughn,  Katarzyna  Wandycz 

Washington  Bureau:  Howard  Banks,  Manager;  Janet 

Novack,  Cristina  von  Zeppelin.  West  Coast:  John  H. 

Taylor,  Manager;  Kathleen  K.  Wiegner,  Kathryn  Harris, 

Julie  Pitta,  Thomas  Bancroft,  Julie  Schlax.  Midwest: 

Marcia  Berss.  Southwest:  William  P.  Barrett,  Manager; 

Toni  Mack,  Claire  Poole.  Europe:  John  Marcom  Jr., 

Manager;  Peter  Fuhrman.  Pacific:  Andrew  Tanzer, 

Manager;  Gale  Eisenstodt,  Hiroko  Katayama 

Columnists:  Ashby  Bladen,  David  Dreman,  Kenneth  L. 

Fi.sher,  Mark  Hulbert,  Michael  Novak,  Ben  Weberman 

Art  Department:  Roger  Zapke,  Deputy  Art  Director; 

Ronda  Kass,  Robert  Mansfield,  Andrew  Christie, 

Associate  Art  Directors;  Alexandra  Gregson, 

Lauren  Stockbower,  Meredith  Nicholson,  Photo  Editors; 

Samantha  Hoyt,  Photo  Research 

Statistics:  Donald  E.  Popp,  Editor;  Ann  C.  Anderson, 

Senior  Editor;  Carsten  M.  Thode,  Editorial  Programmer; 

John  Chamberiain,  Susan  Chin,  Scott  DeCarlo,  Timothy 

Dodman,  Eric  S.  Hardy,  Eileen  Henderson,  Gustavo 

I^)mbo,  Tina  Russo  McCarthy,  Warren  Midgett,  Steven 

Ramos,  Mitchel  Rand,  Dukhee  Son,  Gilbert  Steedley, 

Susan  Yu 

Copy  Desk:  Dolores  Aksel,  Deputy  Chief; 

Deborah  Markson-Katz,  Hugo  Moreno,  Gilda  Roberts, 

James  Shaheen,  Maggie  Topkis;  Barbara  Souza 

Proofreaders:  Dolores  Guilhot,  Chief;  Arthur 

Abramowitz,  Deputy;  David  J.  Fleischmann, 

Susan  R.  Goldberg,  James  Neu 

Director  of  Information  Services:  Anne  P.  Mintz 

Information  Center:  CAnthia  Crystal,  C^larita  Jones, 

Naomi  Prall,  Irene  Richards,  Linda  Stinson,  Information 

Specialists,  Luis  C^ollazo  Jr.,  Jaculine  Daniel,  Qucenie 

Flake,  Vanessa  Lewis,  Thomas  Scott,  Michael  Smith,  Start' 

Director  of  Manufacturing  and  Production:  John  }. 

Romeo;  Robert  M.  Rosengarten,  Edward  B.  Morgan, 

Peter  I.  Pallans;  Donald  Althoft',  Peter  Althoft",  Robert  E. 

Crawford,  Joseph  De  Gray,  Linda  Byron  Glucksman 

Advertising  Services  Manager:  Patricia  Deckelnick; 

Jane  R.imp 

Director  of  Photocomposition:  James  C'ianclli; 

Mark  Decker,  Arthur  Pet/  III,  Richard  Nobilc, 

Hill  Basham;  Paul  ('aruso,  Toin  Shatinsky 

Director  of  Editorial  Information:  R.UTnond  F.  Hcalcy  Jr. 

^    FOUNDED  IN  1917 

B.C  FORBES,  Editor-in-Chief  ( 1917  1954) 

MALCOLM  S  lORBFS,  Editor-in-Chief  (1954-1990) 

^    PAID  CIRCULATION 
OVER  735,000 


What  will  the  mall  hrats  go  for  next? 

For  THE  FIRST  time  since  Forbes  began  compiling  its  annual  list  of 
the  nation's  top  entertainers  in  1987,  neither  Michael  Jackson  nor 
Bill  Cosby  holds  the  top  spot.  "Cosby's  hanging  tough  at  number 
two,"  says  Forbes'  Peter  Newcomb,  "but  Michael  Jackson  hasn't 
had  a  new  album  or  tour  in  years,  dropping  him  to  the  fifth  spot, 
behind  Madonna.  This  year's  highest-earning  act,  the  New  Kids  on 
the  Block,  may  not  be  as  durable  as  Cosby  and  Jackson.  The  next 

generation  of  mall  brats  will  want  something     

different." 

Covering  show  biz  is  never  dull,  says  New- 
comb, who  supervised  the  feature:  "Riding  back 
from  the  photo  shoot  for  the  cover,  record 
magnate  Charles  Koppelman  told  his  assistant 
to  call  legendary  rhythm-and-blues  singer 
Smokey  Robinson  on  the  car  phone.  'Get  ready, 
Smokey,'  Koppelman  told  the  aging  king  of 
soulfijl  pop  music.  'You  haven't  seen  anything 
like  this  since  the  early  days  of  Motown.'  Kop- 
pelman is  backing  a  comeback  for  Smokey  with 
$1.5  million.  On  the  plane  ride  home,  Koppel- 
man put  the  new  Smokey  video  into  the  jet's  vcR 
and,  with  the  sound  blaring,  threw  his  fists  in  the 
air  with  glee."  This  is  business?  Yep.  Big  busi- 
ness. Record  sales  hit  $7.5  billion  last  year,  and  several  of  its 
impresarios,  Koppelman  among  them,  are  fast  becoming  centimil- 
lionaires.  "What's  not  to  love.^"  starts  on  page  108. 

Did  the  boss  object? 

Graef  Crystal  publishes  a  bimonthly  newsletter  on  corporate 
compensation.  The  Crystal  Report,  and  teaches  at  Berkeley's  Walter 
A.  Haas  School  of  Business.  He  used  to  do  an  annual  report  on 
executive  compensation  for  another  business  magazine  but  quit  this 
year  after  he  was  pressed  to  scale  down  the  figures  for  several 
executives.  One  just  happened  to  be  co-chief  executive  of  the  giant 
corporation  that  owns  the  magazine. 

Now  Crystal  has  written  a  book.  In  Search  of  Excess:  TJje  Overcom- 
pensation of  American  Executives.  In  this  issue  we  have  adapted  a 
chapter  from  it  describing  the  convoluted  compensation  systems 
applied  by  the  chap  who  topped  all  U.S.  executives  in  take-home  this 
year.  His  name?  Steven  Ross,  boss  of  Time  Warner,  which  owns 
Fortune,  Crystal's  ex-employer. 

Cr^^stal's  numbers  diflfer  from  the  ones  in  our  May  27  executive 
compensation  issue.  The  difference  largely  comes  down  to  a  matter 
of  opinion  on  when  and  over  what  period  gains  from  stock  options 
and  other  long-term  incentives  should  be  credited.  But  most 
observers  agree  that  the  number  given  by  Fortune  for  Ross  was 
ludicrously  low  and  that  ours  and  Cr>'stal's,  though  different,  are 
much  closer  to  the  mark. 

We  at  Forbes  don't  accept  the  view  that  chief  executives  as  a  group 
arc  overpaid.  We  do,  however,  think  there  are  some  bizarre  cases.  So 
will  you  after  you've  read  "The  prince  of  pa\ ,"  starting  on  page  92. 
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FOLLOW  THROUGH 


EDITED  DY  EDWARD  GIITENAN 


The  rewards 
of  patience 

Just  over  a  year  ago,  takeover  rumors 
were  swirling  around  financially 
strapped  Cummins  Engine  Co.  The 
rumors  quickly  stopped  when  three 
big  companies  (Ford  Motor  Co., 
Tenneco  and  Japanese  heavy  equip- 
ment maker  Kubota)  bought  a  27% 
equity  stake  in  Cummins  for  $250 
million  (Forbes,  Au£i.  6,  1990). 
Chairman  Henry  Schacht  said  the 


Cummins  Engine  Chairman  Henry  Schacht 
The  patient  money  is  still  waiting. 


deal  infused  Cummins  with  "patient 
money"  that  would  enable  the  diesel 
engine  maker  to  plan  for  the  long  haul 
rather  than  the  next  quarterly  earn- 
ings release.  All  three  big  investors  are 
either  customers  of  Cummins  or  part- 
ners with  it  in  joint  ventures.  The 
arrangement  reminded  Forbes  of  Ja- 
pan's antei  kabunushi:  friendly  suppli- 
ers, customers  and  banks  that  take 
large  stakes  in  firms  that  they  do 
business  with. 

But  one  year  out,  says  analyst  Eli 
Lustgarten  of  PaineWebber,  "the  in- 
vestors probably  wish  Cummins  had 
been  taken  over."  Ford,  Tenneco  and 
Kubota  paid  $62.50  a  share;  today 
Cummins  is  around  $40,  giving  the 
big  investors  a  paper  loss  of  $100 
million. 

In  the  first  half  of  1991  CAimmins 
lost  $51  million  on  revenues  of  $1.7 
billion,  Uirgely  because  the  recession 
curtailed  demand  for  the  company's 
heavy-duty  truck  engines  by  almost 
30%  since  last  year. 

With    a    dcbt-to-capital    ratio    of 
44% — prett\-  high  for  a  cyclical  com 
pany — Cummins  finally  cut  its  quar- 
terlv  dividend  in  Mav  from  55  cents  to 


5  cents.  That  will  save  the  companv 
around  S30  million  a  year.  Still,  some 
analysts  think  Cummins  might  need 
another  equity  boost  before  long.  If 
so,  Cummins  may  have  to  go  to  the 
public  markets,  since  other  antei  ka- 
bunushi won't  be  so  easy  to  find. 

-Katarz^TsA  Wandycz 

Niche-rich 

Many  media  companies  are  strug- 
gling, but  not  Thomson  Corp.,  the 
publishing,  newspaper  and  travel  em- 
pire of  Canada's  billionaire  Thomson 
family.  Forbes  expected  Thomson  to 
keep  piling  up  money  in  arcane  pub- 
lishing and  information  serxices  (Sept. 
19, 1988).  The  piles  are  a  little  smaller, 
but  Thomson  is  resilient.  Last  year 
Thomson  earned  S385  million  on 
S5.4  billion  in  revenues.  Thomson's 
net  profit  could  be  down  by  25%  for 
1991 ,  but  Heather  Ritchie,  an  analyst 
at  Midland  Walwyn  in  Toronto,  ex- 
pects earnings  to  rebound  to  their 
prerecession  level  next  year — and 
grow  at  least  16%  in  the  years  after. 

Thomson's  secret?  Standing  alone 
in  out-of-the-way  niches.  Thomson 
has  spent  more  than  SI. 5  billion  on 
acquisitions  since  1988,  mostly  in 
specialized  publications.  The  biggest: 
the  $810  million  purchase  in  1989  of 
Lawyers  Cooperati\c  Publishing, 
which  puts  out  Amencan  Jurispru- 
dence and  other  legal  journals. 

Specialized  information,  which 
Thomson  sells  to  professional  and 
commercial  customers,  relies  more  on 
subscription  revenue  than  advertising 
revenue.  Thomson  offers  45,000 
products,  from  drug  databases  for 
physicians  to  Jane's  Defence  Weekly  lo 
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INTRODUCING  A  CORPORATE 
GIFT  FOR  EVERY  CHARACTER. 


A 


Closed  circle:     Full  upper  loop: 
Reticent  Mystical 


Initial  hook: 

Full  "d"  upper 

Full  "e"  loop: 

Balanced  tx)p  & 

Strai^l 

No  irutial 

Closely  dotted 

Acquisitive 

loop:  Sensitive 

Open-minded 

bottom  on  "/"'• 

dounstroke: 

stroke: 

"i":  Attention 

to  atticism 

Organized 

Loner 

Dirert 

to  details 

Small  loop: 
Clannish 


A  large  "k" 
buckle: 
Defiant 


Loop  in  "I": 
Philosophical 


Rounded  "m": 
Logical 
thinker 


Flourish  on  "n": 
Sense  of 
humor 


Circle  on  n'^t 

side: 

Seaetive 


Tall  upper  "p" 

stroke: 
Argumentative 


Q 


Breakauay 

stroke: 
Aggressive 


Flat-top  "r" 
Manual 
dexterity 


-^ 


-t-t 


u_ 


^uJ      X^ 


Soft  "s"  ending: 

Su.eeping  l-bar: 

Final  hook: 

Sharp  "v": 

Short  initial 

Firm  ending: 

Full  louer 

Narrou  loop: 

Yielding 

Enthusiasm 

Tenacity 

Analytical 

stroke: 
Temper 

Decisive 

loop: 
Imagination 

Seleaivity 

Handwriting  reveals  everything  about  a  person's 
character.  So  does  their  choice  of  pen.  Now  you  can  give  a 
gift  that  shows  good  taste,  individxmlity  and  practicality. 
The  new  Parker  Insignia  Pens.  These  beautiful  uniting 
instruments  are  designed  to  fit  comfortably  in  the  writer's 
hand  and  guaranteed  to  last  a  lifetime. 

Plus,  your  company's  logo  can  be  placed  on  the  pen  with 
jewdry-quality  dip  emblems,  so  it  looks  like  the  logo  was  part 


of  the  original  design  of  the  pen.  Wi&i  ten  distinctive  firushes 
to  choose  from,  diere's  an  Insignia  for  every  personality. 

For  more  information,  or  for  your  compHmentary  copy 
of  the  Insignia  Corporate  Gift  Guide,  call  l-800-522'302l. 


Thel^ew 

<t>  PARKER 

INSIGNIA 


C  IW  nWKW  P0< USA  LWTHl  JW<SV*j.f  MIS3&47 
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To  start  building  a  car,  or  J  anything  else  today,  you  need  more 
than  designs  and  determination.  You  need  a  freight  transportation 
partner  you  can  rely  on.  One  with  proven  ability  to  deliver  the  right 
product  at  the  right  time.  A  partner  like  CF  MotorFreight. 

We  pride  ourselves  on  being  an  integral  part  of  your  business,  in 
industries  ranging  from  automobiles  to  aerospace,  computers 
to  retailing.  That  means  playing  a  vital  role  in  Just -In-Time 
manufacturing,  inventory  management  and  distribution.  It 
means  dedicating  ourselves  to  increasingly  sophisticated 
levels  of  communication,  and  providing  the  flexibility  to 
make  your  business  more  competitive.  But  above  all,  it  means 
truly  understanding  and  responding  to  your  needs. 

As  a  Consolidated  Freightways  Company  we  satisfy  customers 
by  offering  the  most  complete  range  of  customer  focused  services  in 
the  industry  All  supported  by  unmatched  shipping  management  systems, 
by  CF  EXCEL,  our  quality  process,  and  by  a  team  of  professionals  devoted 
to  serving  both  your  business  and  that  of  your  customers. 

Let  us  give  your  company  a  head  start.  Because  at  CF  MotorFreight, 
we  don't  just  help  build  products.  We  help  build  businesses  and 
keep  them  growing. 


COnSOLIDRTED  FREIGHTIURVS,  IRC. 


WE  PUT  YOU  MILES  AHEAD 


CF  MotorFreight,  a  CF  Company.  Our  intermediate  and  long-haul  LTI.  motor  canier 


GUESS  WHO 
NOW  MAKES 

A  SIMPLE 

ORGANIZER 

THAT  USES 

THESE. 


(HERE'S  A  HINT.) 
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The  people  who  wrote  the  cord  on 
organizing  have  now  written  the 
book.  Introducing  the  Rolodex^ 
Personal  Organizer.  The  first  and 
only  organizer  with  Post-it'"  brand 
Notes.  And  accessories  that  let  you 
customize.  Available  wherever 
office  products  are  sold. 
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ROL&DEX 


Our  organization  is  dedicated  to  y€>ur». 


Rolcxtflx*  is  o  registered  trademark  of  the  Rolodex  Corporotion. 
"Poif-«t"  is  o  trodemark  of  3M, 
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Some  astute  people 

who  care  about 

the  environment 

are  really  cleaning  up! 

That's  because  they've  become  top 
producers  in  our  rapidly-growing  com- 
pany... a  company  whose  products  are  in 
extremely  high  demand  because  they  help 
improve  our  personal  environment! 

If  you  feel  stuck  in  your  present  com- 
pany and  have  the  entrepreneurial  spirit, 
an  exciting  career  in  marketing,  training, 
and  development  could  be  awaiting  you. 
Our  products  meet  the  proven  "rule  of 
four"  blue-print  for  success:    l)universal 
need   2Wiae-spread  use  inevitable 
3)pricea  for  sale  4)priced  for  profit.    As  a 
result,  we're  one  or  the  world  s  fastest- 
growing  companies! 

By  tapping  the  security  and  support  of 
our  international  network,  you  can  oe  in 
business  for  yourself,  but  not  by  yourself... 
earning  a  potential  six-figure  income!    So 
if  you're  tired  of  just  maKing  a  living  and 
want  to  make  a  dilTcrence,  start  cleaning 
up  today.    To  be  electronically  connected 
to  the  office  nearest  you,  call  the  toll-free 
number  below. 

1-800-634-PRO-l 

(800-634-7761) 

National  Network  AffUsaies 

Copyright  19V1,  Ro»olu(ionti,  Inc. 


1-800-356-3704 


Call 
FORBES  SUBSCRIBER  SERVICE 

To  Change  Your  Address  Or 
Order  A  New  Subscription. 

(  Allow  4-6  weeks  for  Address  Change. 

Please  quote  subscriber  number  on  address 

label  of  magazine.) 

or... 

mail  this  coupon 
with  current  address  label 


Name 


please  print 


New  Address 


Clty_ 


State 


-Zip. 


F3820 
NEW  SUBSCRIPTION 

1  Year  (27  issues)    $52 

3  Years  (81  issues)  -  $104 

In  Canada,  $79  Can.  a  year.  Subscriptions 
overseas,  add  $57  to  U.S.  annual  rate. 

Forbes 

60  Fifth  Avenue.  New  York.  NT  100 11 


American  Banker.  The  group  also 
publishes  more  than  200  daily  and 
weekly  newspapers  in  cities  and  towns 
across  North  America. 

Thanks  in  large  part  to  this  geo- 
graphical spread,  advertising  lineage 
at  Thomson  fell  by  only  2.6%  last  year, 
versus  a  fall  of  7.3%  for  major  U.S. 
media  groups. 

-K.\TARZYNA  WaNDYCZ 


Low-beta,  sleep  better? 

Wn  H  THE  s&p  500  at  20  times  latest 
12 -month  earnings  and  over  twice 
book  value,  it's  a  good  time  for  anoth- 
er look  at  low- beta  stocks  as  insurance 
against  a  big  market  drop.  (Low-beta 
stocks  are  those  whose  prices  have 
historically  been  less  volatile  than  the 
overall  market.)  A  year  ago  Forbks 
listed  ten  stocks  that  we  figured 
would  underperform  a  snorting  bull 
market,  but  would  beat  the  averages 
in  a  bear  market  (Anjj.  20,  1990). 

In  the  event,  these  stocks  have  fared 
prett)'  well  in  a  market  that  did  ver\', 
ven,'  well.  Led  by  paper  giant  Kimber- 
ly-Clark and  banana  king  Chiquita 
Brands,  the  low -beta  stocks  rose  an 
average  13%  through  the  end  of  last 
month,  versus  20%  for  the  s&r  500. 

If  the  market  at  its  current  level  is 
giving  you  cold  feet,  here  are  a  few 
more  stocks  with  relatively  stable 
price  histories.  Each  has  a  beta  below 
1.0,  making  it  less  volatile  than  the 
marker.  Forrfs  screened  \'alue  Line 
to  find  the  stocks. 

.\tlanta-based  American  Business 
Products,  a  maker  of  business  forms, 
catalogs  and  brochures,  has  a  beta  of 
0.7.  Its  profits  have  risen  an  average 
6%  since  1986,  and  the  company 
avoids  discounting  by  selling  to  a  loyal 
base  tif  small  and  mid-size  businesses. 
Recent  price:  29%. 

Ralston  Purina,  the  world's  largest 
producer  iif  dn*'  pet  food  and  drv-cell 
batteries,  has  a  beta  of  0.95  and  carries 
\'aluc  Line's  highest  ranking  for  sate 
ty.  Recent  price:  50'-.'. 

Litton  Industries,  the  defense  and 
electri>nics  conglomerate,  has  a  beta 
of  0.9.  Fresh  growth  should  come 
from  I.itttMi's  dixision  of  oil  field  in 
formation  ser\  ices,  w  hich  is  already  at 
work  in  the  Persian  Gulf  and  has  just 
signed  twi>  contracts  in  the  rcjuvcnat 
ing  republics  o(  the  Smiet  L'niiMV 
Recent  price:  89 Vi.  ^ 
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FACT:  You  are  Only  Worth  45% 
of  What  You  Think  You  are  Worth. 


Within  9  months  after  your  death,  your  family  will  have  to  pay  55%  of  your 
assets  in  federal  estate  taxes.  It  took  vou  50  vears  to  build  vour  estate.  Do  vou 
really  want  it  cut  in  half?  This  is  not  necessary.  You  can  reduce  your  estate  tax  cost 
up  to  90%  and  pay  your  taxes  at  10-30  cents  on  the  dollar. 


Death 


The  Wealth  Creation  Centers 
concept  simply  involves  transferring 
money  to  an  irrevocable  trust.  Then, 
the  trust  purchases  a  one-payment 
life  insurance  policy  based  on  current 
assumptions.  Upon  death,  the  policy 
produces  the  money  to  pay  the  estate 
taxes  at  a  substantial  discount.  Uncle 
Sam  receives  the  full  estate  tax  due 
while  your  family  can  retain  the  full 
value  of  your  estate.  (For  trust  and 
tax  information  see  your  own 
accountant  or  attorney). 

Barry  Kaye  wrote  the  book  on 
how  to  "Save  A  Fortune  On  Your 
Estate  Taxes."  Let  the  man  who 
wrote  the  book  resolve  your  problem. 

Remember,  not  your  attorney, 
not  vour  accountant,  not  vour 
investment  advisor,  Oi\LY  a  life 
insurance  company  will  bring 
vou  a  check  to  pay  vour  estate 
taxes  at  a  discount. 


Fabcrge  egg  I'rom  the  Forbe>  Maga/ine  Collection. 


This  1/2  stays 
in  vour  estate. 


This  1/2  goes 
to  Uncle  §am. 


Reduce  your  Estate  Tax  Cost  up  to  90% 

If  your  estate  is  over  S3  million,  call  for  a  free,  no-cost,  no-obligation  proposal  and 

our  book:  Save  A  Fortune  On  Your  Estate  Taxes  which  describes  our  concepts. 

Call  the  original  creators  of  the  estate  tax  cost  discount  program  now  at  800-932-584 1 . 


♦ 


.•\\.iil.iHc  in  K>.>k>ti>r<.-N- 


Barr\  Kavc,  author  oi 
Sotr  a  Fortune  on 
Your  Estate  Taxes 


Wealth  Creation  Centers 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

UVl  A\ENUE  OF  THE  STARS.  SUITE  500 
LOS  ANGELES,  CA  90061 
1 1  ^277-9400  FAX:  2 1 3-282-0775 

♦  Based  o\  ci  rrent  assl  mptions   ©1991  Wealth  Creation  Centers 
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Bunker  Hunt  redux 

Ar  65,  former  billionaire  Nelson 
Bunker  Hunt  is  attempting  a  come- 
back. He  is  putting  the  finishing 
touches  on  a  huge  oil  exploration  deal 
with  Pertamina,  Indonesia's  state- 
owned  oil  company. 

In  effect,  Hunt  is  buying  a  long- 
term  option  on  some  of  Indonesia's 


Nelson  Bunker 

Hunt 

An  oily  new 

start  for  the 

busted 

billionaire. 


most  promising  oil  acreage.  The  30- 
year  production-sharing  agreement 
would  let  Hunt  International  Oil  drill 
on  western  Sumatra.  Hunt  is  only 
obligated  for  three  years.  But  a  Perta- 
mina source  says  that  if  Hunt  stays  for 
ten  years  he  would  have  to  pay  up  to 
$30  million,  plus  royalties. 

It's  unclear  where  Hunt,  who 
emerged  from  personal  bankruptcy  in 
1989,  would  get  such  a  sum.  He  still 
owes  $90  million  to  the  iRS  from  his 
aborted  attempt  to  corner  the  silver 
market  in  1980.  But  taxpayers  should 
be  cheering  him  on:  A  big  Sumatra 
strike  would  help  pay  off  that  tax 
liability.  Hunt  wouldn't  confirm  any- 
thing, saying  only,  "I  don't  need  the 
publicity."  -JOEL  MiLLMAN 

A  game  of  chicken 

A  SKITLKMHNT  is  in  the  works  at  the 
bankrupt  Al  Copeland  Enterprises, 
which  owns  the  Popeye's  and 
Church's  fried  chicken  chains  (1990 
revenues,  $980  million).  The  big  win- 
ner: Alvin  Copeland,  who  founded 
Popeye's  in  1971. 

Under  the  yet-to-be-finalized  deal, 
Popeye's  creditors — ^Merrill  Lynch 
and  a  bank  group  led  by  (Canadian 
Imperial — will  give  ('opeland  $31 
million  in  cash,  five  Popeye's  stores 
worth  $5  million  and  a  company  jet, 
and  forgive  $3  million  Copeland  per- 
sonally owes  the  company.  Copeland 
will  also  retain  a  contract  to  proxide 
spices  to  the  chain.  In  exchange, 
Copeland   will   relint]uish   his    100% 


IS 


equity  stake  and  hand  over  the  secret 
Popeye's  recipe. 

The  big  loser  to  date:  Merrill 
Lynch.  It  put  up  $140  million  to 
finance  the  1989  buyout  of  Church's; 
under  the  proposed  deal  it  would  end 
up  with  a  $30  million  note  and  about 
80%  of  the  still-leveraged  company. 

Condolences 

Houston  pipe  and  valve  distributor 
Wallace  Co.  won  the  Malcolm  Bal- 
drige  Award  for  "total  quality'  man- 
agement" last  fall.  Too  bad.  Award  in 
hand,  company  executives  started  fly- 
ing around  the  country  giving  speech- 
es. Back  home,  daily  plant  tours  dis- 
rupted factory  operations.  So  far  this 
year,  $70  million  ( 1990  sales)  Wallace 
has  lost  $1  million.  In  July  the  board 


1 


called  in  company  doctor  Gail  Coo- 
per and  made  him  a  consultant.  Coo- 
per promptly  canceled  50  scheduled 
speeches  and  fired  several  executives 
who  were  spending  more  time  talking 
about  qualit)'  than  delivering  it. 
"When  you  win  an  award,"  counsels 
C'ooper,  "set  it  up  in  the  lobby  and  go 
back  to  work." 


Debt  in  the  dugout 

Is  SKAiri  I-  about  to  lose  its  Mariners 
baseball  team.^  The  team  was  pur 
chasedin  1989  b\  radio  station  entre- 
preneur Jeffrey  Smulyan  for  $76  mil 
lion.  Security  Pacific  lent  Smulyan 
$35  million  to  finance  the  deal.  Smul- 
yan borrowed  another  $4.5  millit)n 
against  the  Mariners  from  the  bank  in 
luly.  ihe  entire  loan  is  to  be  repaid  by 
Fcbruan  or  he'll  sell  the  club. 


Ken  Gnffey  Jr.  of  the  Seattle  Manners 
He's  safe,  but  Is  his  team? 


Smulyan  says  the  real  question  is 
not  his  shak\'  finances  but  whether 
baseball  can  work  in  Seattle.  "If  this 
isn't  a  viable  business,  I  wouldn't  want 
to  be  here,"  says  Smulyan.  His  private- 
ly held  Emmis  Broadcasting,  which 
owns  all -sports  radio  station  \\t.\n  in 
I  New  York  and  other  big-cit\-  stations, 
t  is  also  heaxily  le\eraged  and  lost  $23 
million  on  $95  million  in  revenues  in 
the  fiscal  year  ended  February  1990 
(the  last  year  it  reported).  Emmis  has 
since  sold  stations  and  paid  down  debt, 
but  it  is  still  stRiggling.  And  the  Mari- 
ners are  not  generating  enough  cash  to 
carr\'  their  debt. 

All  this  is  bad  news  for  Morgan 
Stanley  &  Co.,  which  made  Smulyan  a 
bridge  loan  of  about  $40  million 
(subordinated  to  the  Securit\'  Pacific 
loan)  to  help  him  buy  the  Mariners. 
The  Wall  Street  firm  currently  owns 
about  25%  of  both  Emmis  and  the 
Mariners. 

Baseball  team,  anyone- 
Nineteenth  hole 
Eyhrrows  were  raised  last  September 
when  Japanese  businessman  Minoai 
Isutani  paid  a  reported  $820  million 
to  Mar\  in  Das  is  for  Pebble  Reach,  the 
U.S.'  best- known  golf  rcson.    That 
was  25%  to  50%  more  than  many 
beliexed  the  5,300  acre  resort  on  Cal 
ifornia's  Pacific  coast  was  worth. 

Rut  now  Isutani's  ci>mpanies  ha\e 
to  repa\  a  $5^5  million  acquisition 
loan  from  Mitsubishi  Trust  &  Rank 
ing  Corp.  by  Sept.  30.  He  planned  to 
sell  memberships  tor  berwecn 
$100,000  and  $500,000  in  the  U.S  , 
Europe  And  lapan  to  help  raise  tlinds. 
Rut  the  California  Coastal 
Commission  repeatedly  de- 
layed approving  the  plan  to 
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sell  membership. 

Can  Isutani  repay  the  loan  without 
selling  a  single  membership?  Joseph 
Petrillo,  a  lawyer  for  Isutani,  says,  "I 
don't  know  whether  he  can  pay  the 
whole  loan  ofFor  not."  He  says  Isu- 
tani and  Mitsubishi  are  currently  in 
negotiations.  "Maybe  the  loan  can  be 
extended  or  refinanced,  or  another 
bank  may  be  willing  to  step  in."  Isu- 
tani has  already  prepaid  some  of  the 
loan,  though  Petrillo  declines  to  say 
how  much.  -John  Taylor 

Get  me  Fidel 

AcouPLH  of  entrepreneurial  Canadi- 
an companies  are  coining  money  by 
routing  U.S.  calls  to  Cuba.  Llamadas 
Rapidas  of  Toronto  and  Appel  Inter 
of  Montreal  bring  calls  from  the  U.S. 
to  Canada  on  toll-free  numbers,  and 
then  patch  them  through  to  Cuba  on 
Bell  Canada's  system.  (Unlike  the 
U.S.,  Canada  has  no  economic  em- 
bargo against  the  Castro  regime.) 
Each  call  costs  around  $25  for  the  first 
four  minutes,  five  times  what  Bell 
Canada  charges  these  operators  for 
use  of  its  lines.  Bell  Canada  isn't  too 
thrilled  with  the  price -gouging,  but 
the  company  can't  market  its  services 
directly  to  U.S.  citizens. 

AT&T  is  not  happy  about  the  Cuban 
situation  either.  AT&T  does  provide 
some  limited  (and  legal)  service  from 
the  U.S.  to  Cuba,  but  less  than  1%  of 
the  attempted  calls  ever  make  it 
through.  The  company  cannot  ex- 
pand the  scrx'ice  on  its  recently  refijr- 
bishcd  cable  to  Cuba  because  doing 
so  would  mean  paying  Havana  a  roy- 
alty— a  no-no  under  Uncle  Sam's  28- 
year-long  economic  blockade  of 
Comrade  Fidel. 

How  long  the  entrepreneurs  will 
last,  however,  is  unclear.  The  U.S. 
Treasury  recently  blocked  a  similar 
operation  run  out  of  Miami.  Treasury 
officials  think  that  this  one,  even 
though  it  is  based  in  Canada,  may  also 
be  illegal.  -J.M. 


Reverso. 
Ahead  of  its  time  since  1931. 


Pure   art   deco 
lives   on   in   this 
uncommon 
timepiece   which 
has   been   hand- 
crafted  by 
our    master 
watchmakers 
for   more   than 
50  years.     the 
reversible   case 
is   absolutely 
unique.     an 
engraved    mono- 
gram   makes   the 
reverso   a   jewel 
of   a  watch.      a 
cherished   col- 
lector's  item 

SINCE     1931. 


A\<  >1  ML  k 
TIMEPIECt     fROM 

Jaecer-Le- 
CouLTRE    The 

FAMOUS     ATMOS 
CLOCK.    WHICH 
RUNS    ON    SLIGHT 
TEMPERATURE 
CHANGES    IN     THE 

AIR.   Almost 

perpetual 

motion! 
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The   Reverso 
has  a  unique 
twist:     it  turns 
into  a  refined 
piece  of  jew- 
ELRY. 
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<>Jaeger-leCoultrp> 


AVAILABLE  AT  SELECTED  FINE  JEWELERS.  FOR  NAME  OF  [EWELER 
NEAREST  YOU.  OR  TO  REQUEST  A  COLOR  CATALOG.  PLEASE  CALL  I  -800-|LC-T1ME. 


No  one  will  solvi 


That's  why  the  smar 


If  you  have  a  computer  problem,  most  PC  companies  react  in  a 
predictable  way.  They  point  their  finger  at  someone  else,  and  say: 
"It's  not  our  problem." 

You  won't  hear  that  from  Compaq.  If  you  experience  a  problem 
with  one  of  our  PCs,  running  stand-alone  or  networked  in  a  Banyan, 
Microsoft,  Novell  or  SCO  UNIX  operating  environment,  we  promise 
to  take  ownership  of  that  problem.  We'll  help  find  a  solution. 


Compaq  has  made  a  great  commitment  to  service  and  support. 
So  you'll  find  that  we're  not  just  a  1-800  number. 

We've  created  alliances  with  leading  hardware  and  software 
companies,  so  support  staffs  are  cross-trained  to  understand  entire 
systems,  not  just  parts.  We've  e.xtensively  trained  a  worldwide 
network  of  over  3,500  Authorized  Dealers  who  offer  a  variety  of 
service  and  support  programs  which  can  be  tailored  to  vour  needs. 
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■:hoice  is  Compaq. 


We've  amassed  a  vast  library  of  technical  information  that        through  our  Customer  Support  Center— only  a  phone  call  away 
you  can  access  instantly  from  the  COMPAQ  QuickFind  Reference  For  free  brochures  that  show  you  how  to  put  our  resources 

Library,  our  CD-ROM  database.  And  we've  set  up  programs  to  work  for  you,  call  I  -800-23 1  -0900,  Operator  1 72.  In  Canada, 

that  help  dealers  get  you  the  parts  you  need,  when  you        (yjiH>^      1  -800-263-5868,  Operator  1 72.  We'll  also  give  you  the  location 
need  them.  N^^^'*^       ^^  yo^''  "^^""^s*  Authorized 

If  you  need  help  with  PCs,  options  or  operating  \^       COMPAQ  Computer  Dealer         CO/nP/AU 

systems,  we've  also  made  sure  that  you  have  access  to  us        ^^^^m^m^ma^^^^t^^^^m^^^^a^m^^^^tm 


It  simply  works  better. 
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Make  patients  pay 

Sir:  Re  Fact  and  Comment  (Au0.  5). 
The  free  market  alternative,  where 
cost-conscious  patients  pay  directly 
for  their  health  care  and  where  physi- 
cians and  hospitals  respond  directly 
and  efficiently  to  these  consumer  de- 
mands, will  work  when  the  insurance 
industry  provides  appropriate,  under- 
standable and  affordable  coverage  op- 
tions, and  the  U.S.  legal  system  re- 
turns to  its  place  as  a  protector  of 
legitimate  rights. 

-KiPTON  J.V.  LUNDQUIST,  M.D. 
Minneapolis,  Minn. 

Sir:  I  vividly  recall  that,  early  in  the 
days  of  my  actuarial  career,  actuaries 
warned  their  publics  repeatedly  that 
first  dollar  coverage  coupled  with  a 
high  coinsurance  percentage  would 
prove  to  be  unsound,  based  on  the 
laws  of  human  nature.  It  has  taken  this 
bad  egg  a  long  time  to  hatch. 
-David  R.  Carpenter 
Chairman,  President  and 

Chief  Executive  Officer 
Transamerica  Occidental 

Life  Insurance  Co. 
Los  Angeles,  Calif. 

The  doctoir 

Sir:  In  evaluating  the  problem  of 
rising  health  care  costs,  Frederick 
Rowe  says  "...  [the]  'medical  arms 
race'  [has]  centered  on  the  financial 
enhancement  of  doctors,"  (July  8). 
He  should  concentrate  on  legitimate 
reasons  costs  increase.  A  heart  attack 
today  does  not  merely  mean  a  bit  of 
watchfiil  waiting,  but  rather  a  stay  in 
the  coronary  care  unit,  cardiac  cathe- 
terization, myocardial  imaging,  and 
often,  coronary  artery  bypass  grafting. 
If  America  desires  a  return  to  the 
"simpler"  medical  care  of  yesteryear, 
so  be  it;  costs  will  diminsh.  Let's  just 
understand  that  "simpler"  medical 
care  will  not  be  the  type  of  care  Ameri- 
cans have  come  to  expect  and,  up 
until  now,  demanded. 
-David  P.  C'ari.ion,  M.D. 
Salt  Lake  City,  Utah 

California  dreaming 

Sir:  Your  Sept.  2  stoiy  on  San  Francis- 
co's unfortunate  antibusiness  policies 
("Self-destructive  lunacy")  was  99% 
accurate.  And    1%  prett\'  close.    The 


San  Francisco,  polish  your  Golden  Gate. 


Agnos  administration  has  exacerbated 
our  local  problems  by  promoting  poli- 
cies that  have  encouraged  some  of  our 
large  corporate  employers — and  small 
enterprises,  too — to  shift  employees 
and  business  elsewhere.  That's  why  I 
am  running  to  replace  Agnos  in  the 
city  election  in  November. 
-Tom  Hsieh 
San  Francisco,  Calif. 

Sir:  San  Francisco  has  one  of  the 

country's  healthiest  urban  centers.  I'll 

put  San  Francisco's  qualit)'  of  business 

life  up  against  that  of  New  York  any 

day  of  the  week. 

-Donald  D.  Doyle 

President 

Chamber  of  Commerce 

San  Francisco,  Calif. 

Sir:  I  hope  that  our  elected  leadership 
will  soon  learn  that  lower  taxes  will 
stimulate  business  and  that  we  should 
reduce  the  amount  of  regulations  and 
rely  on  supply  and  demand  to  help 
San  Francisco's  growth  within  care- 
fully planned  limits. 
-Ronald  K.m'lman 
San  Francisco,  Calif. 

Sir:  The  cit}'  is  dominated  by  finan 
cially  well  heeled  anarchists. 
-Michael  Raddih 
Snn  Rafael,  Calif 

Sir:  Forbes  is  right  about  one  thing: 
San  Francisco  \-oters  did  in  19S6  en 


act  controls  on  downtown  construc- 
tion to  protect  the  cit)''s  qualit>'  of  life 
from  unbridled  growth  and  develop- 
ment. Now  if  we  could  just  figure  out 
how  to  regulate  unbridled  bias  at 
Forbes  magazine. 
-Art  Agnos 
Mayor 
San  Francisco,  Calif. 

Sir:  During  my  20  years  of  operating 
a  business  in  San  Francisco,  I  have 
seen  time  and  time  again  the  c\x\  and 
its  bureaucracts  throw  roadblocks  in 
the  way  of  entrepreneurs  and  corpo- 
rations. I  would  advise  any  company 
to  steer  clear. 
-Edward  S.  Abbott 
Chairman 

Abacus  Capital  Corp. 
San  Francisco,  Calif 

Sir:  I  personally  am  proud  to  live  and 
raise  a  famih  in  a  forward-thinking 
cit)'  that  is,  in  its  own  clumsy  but 
democratic  way,  tackling  many  of  the 
tough  issues  that  Peoria  will  not  be 
able  to  avoid  much  longer. 
-Niels  Erich 
San  Francisco,  Calif. 

Less,  not  more 

Sir:  For  more  than  a  decade  we  have 
been  di\ided  on  how  to  respond  to 
the  competitive  threat  of  Japan.  Our 
government  has  been  actively  putting 
the  pressure  on  Japan  to  open  up  its 
markets,  to  play  by  "our  rules."  The 
best  approach  may  be  to  call  upon  the 
government  to  do  less,  and  remove 
obstacles  upon  our  competitiveness, 
like  our  outdated  antitrust  laws. 

In  contrast,  Japanese  businesses 
align  themsehes  into  business  fam- 
ilies, w  hich  also  have  close  ties  with 
goNcrnment.  The  Japanese  recognize 
that  it's  just  too  expensive  tor  one 
company  to  assume  all  the  risk  on  its 
own  to  develop  and  prtxiucc  a  new 
technology. 

While  revising  i>ur  antitrust  laws 
may  not  be  the  ci>mplete  answer  to 
our  trade  imbalance,  it  will  give  US 
ccMiipanies  a  needed  edge  to  develop 
new   technologies,  tap  new   markets 
and  increase  sources  of  hniding. 
-Wll  1  IA.\l  Oistfn 
Chairman 
Olstctt  Corp. 
\\'csthnry,  N.T. 
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START  PLANNING  FOR  RETIREMENT. 
RESERVE  YOUR  SEATS  NOW. 

If  you  couldn't  reach  your  goal  for  retirement, 
would  you  stand  for  it'^  Well,  if  you  don't  plan  ahead, 
you  might  have  to. 

After  all,  you  can't  count  on  social  security 
alone  to  keep  pace  with  the  rapidly  rising  cost  of 
living.  And  since  your  life  expectancy  is  now  longer 
than  ever,  you'll  need  more  money  still. 

It's  time  to  contaa  The  New  England.  "With 
more  than  150  years  of  experience  and  more  than 
355  billion  in  assets  under  management,  we're  in  a 
unique  position  to  help.  Using  a  variety  of  funding 
options,  one  of  our  representatives  can  help  you  create  a 
retirement  plan  to  meet  your  budget  today  and  your 
goals  tomorrow  Plus,  we'll  monitor  your  plan 
to  make  sure  it  changes  as  your  needs  change 

So,  if  you  want  the  best  seats  available 
for  your  retirement,  aa  now 

Reservations  will  be  gladlv  accepted. 
Call  l-800-(562-2448,Ext.909  for  more 
information,  including  our  free  orochure. 
The  New  England.  Your  Financial  Partner, 
\bur  Financial  Future. 


N  E 


The  New  England 

Insurance  and  Investment 


The  name    Ihc  New  t.ngland  and  the  : 
of  New  Ei>gland  Mutual  Life  Insurance  > 
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An  Owner  iMlay  Keep  One., 
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aKes  as  loii^  to  build  a  Rolls- 
loycc  motor  car  today  as  it  did 
icarly  a  century  aji^o. 

liut  then  handcraftsmanship  is 

iariiig,  patient  process  tliat  cannot 

hurried. 
And  today,  still,  this  nearly  lost 
irt  form  is  the  pivotal  difference 
:)etween  Rolls-Royce  motor  cars  and 
ill  others  -  creating  automobiles  so 
>uperbly  engineered,  so  exquisitely 
inished,  they  live  up  to  the  expecta- 
ions  of  the  most  demanding  owners 
n  the  world. 

Bonding  in  a 
new  perspecti\^c. 

er  half  of  all  Rolls-Royce  motor 
i"s  built  since  1904  are  still  gliding 

kng  the  road. 
Others  are  in  prized  collections 
md  museums. 

Some  are  in  collections  of 
owners  who  simply  haven't  been 
able  to  part  with  their  first  Rolls- 
Royce  motor  car.  Or  their  second. 
i^  third. 
ii    And  some  owners  have  become 
iattached  to  their  Rolls-Royce 
motor  cars  that,  much  like  family 
heirlooms,  they  have  been  passed 
on  from  generation  to  generation. 

legends  are  made  of  this. 

One  of  the  first  Rolls-Royce  motor 
cars  ever  built,  the  1907  Rolls- 
Royce  Silver  Ghost,  is  still  going 


strong  after  three-quarters  of  a 
century  and  more  than  half  a  mil- 
lion miles. 

Even  now  you  can  test  the 
extraordinar>'  smoothness  of  the 
Silver  Ghost's  engine  by  balancing 
a  coin  on  the  radiator.  Just  as  Sir 
Frederick  Henr>'  Royce  first  did  all 
those  years  ago. 

Today,  Rolls-Royce  motor  car 
engines,  while  being  technologically 
current  and  computer  precise,  con- 
tinue to  be  painstakingly  assembled 
by  hand.  As  they  were  then. 

And  their  renown  for  power, 
smoothness  and  silence  continues 
to  grow. 

Simply  the  best  motor  car 
ill  the  world. 

The  Rolls-Royce  motor  car  has,  you 
might  say,  been  in  development  for 
over  85  years.  A  gradual,  systematic 
evolution  with  every  improvement 
thoroughly  researched,  tested  and 
perfected  before  acceptance. 

A  process  that  has  led  to  the 
fabled  Rolls-Royce  ride,  now  further 
enhanced  through  a  remarkable 
electronic  suspension  system*  that, 
automatically  and  instantaneously, 
adjusts  to  meet  changing  road 


surfaces  and  driving  conditions. 

A  load-leveling  system  so 
finely  tuned  that  it  even  compen- 
sates for  the  gradual  emptying  of 
the  fuel  tank. 

A  radiator  grille  so  intricately 
handcrafted  that  only  seven  men  in 
the  world  are  qualified  to  build  one. 

Aesthetic  refinements  such  as 
rare  woods  from  around  the  world, 
hand-cut  and  perfectly  matched  to 
create  veneers  no  two  motor  cars 
will  ever  share. 

All  in  all,  a  culmination  of  devc 
opments  of  rufficient  importance 
to  justify'  a  visit  to  an  authorized 
dealer.  To  arrange  for  an  appoint- 
ment, or  to  recei\'e  Rolls-Royce  litei 
ature,  simply  call  1-313-350-0500. 

Owning  one  will  not  make 
you  a  different  person,  ^'et  you 

won't  be  the  same,  either. 
Ever\'  motor  car  in  the  world  can 
be  compared  to  others  in  its  class. 
Except  one.  The  Rolls-Royce  motor 
car.  It  defines  its  own  chiss. 

Which  gives  an  owner  the  sin- 
gular distinction  of  attaining  a  goal 
all  but  abandoned  in  todays  j^ 
homogenized  society. 

Individuality. 

And  how  can  one  ever 
be  the  same  after  that? 


I  lit)  name  "Rolls-Royce  '  and  ttw  Hying  Lady  mascol  tudg*  and  radiator  gnli!  it«  n>giiier' 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


BONDS  AND  STOCKS 


EvHN  THOUGH  THH  economy  shows  some  signs  of  new 
life,  interest  rates  will  be  coming  down  further.  Cx)m- 
modit}'  prices  are  still  weak.  The  most  important 
barometer  of  all,  gold,  is  still  low.  Bondholders  can 
expect  further  gains. 

BONELESS  BANKING  BILL 


Stockholders  can,  too.  Businesses  continue  to  slash 
costs;  the  recover}'  next  year  will  swell  many  bottom  lines. 

A  federal  tax  cut,  particularly  capital  gains,  combined 
with  this  downward  interest  rate  trend,  would  give  the 
economy  a  powerful,  noninflationar\'  takeoff. 


Thh  banking  rili.  making  its  way  through  Congress  has 
a  glaring,  fiindamental  omission:  reforming  the  flawed 
federal  deposit  insurance  system,  which  gave  us  the 
S&L  disaster. 

The  U.S.  banking  industry  should  have  been  downsiz- 
ing during  the  1980s  as  it  faced 
growing  competition  from  the 
commerical  paper  market, 
money  market  fiinds  and  other 
instruments  and  institutions. 
But  thanks  to  deposit  insur- 
ance, it  grew.  Banks  could  easi- 
ly raise  funds  for  speculation; 
depositors  didn't  care  what 
happened  to  their  money  since 
its  safety  was  guaranteed  by 
Uncle  Sam.  Normal  market  re- 
straints went  out  the  window. 

Representative  Charles  Schu- 
mer  (D-N.Y.),  member  t)f  the 

House  Banking  &  Finance  Committee,  has  a  proposal 
that  would  add  real  meat  and  bones  to  this  jellyfish 
legislation.  Under  this  plan,  banks  with  federally  insured 
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deposits  would  be  barred  from  making  any  one  loan  in 
excess  of  4%  of  their  capital.  And  the  interest  these 
institutions  could  pay  on  federally  insured  deposits  would 
be  capped  at  105%  of  the  Treasury'  bill  rate.  The  ceiling 
would  prevent  banks  from  luring  depositors  with  juicy, 

above-market  yields,  which  is 
just  what  hundreds  of  them  did 
during  the  1980s.  The  floating 
cap  \\'ould  also  avoid  the  havoc 
that  low,  fixed  rates  wrought  in 
the  1970s.  If  they  wish,  banks 
could  set  up  noninsured  affili- 
ates to  escape  limits  on  interest 
rates  and  loans. 

Another  possible  reform  leg- 
islators  could   examine    is   to 
ha\'e  banks  in\est  federally  in- 
sured deposits  in  short-term  in- 
struments, just  as  the  money 
market   funds  do.    Money   for 
other  loans  would  have  to  be  raised  by  banks  without  a 
federal  guarantee.  In  the  absence  of  such  changes,  Ameri- 
can banking  will  remain  ricket)-. 


WHY  ISN'T  THE  ADMINISTRATION 


reexamining  plans  to  reduce  our  defense  forces  by  up  to 
25%  over  the  next  five  years? 

The  Gulf  war  should  have  triggered  such  a  rethink.  That 
crisis  underscored  how  lethally  volatile  parts  of  the  world 
remain.  If  the  need  arises,  shouldn't  we  have  the  capacity 
to  respond,  as  we  did  so  brilliantly  earlier  this  year? 

Russia's  Glorious  Revolution  may  lead  to  the  emer 
gence  ofse\eral  democratic  nations.  But  what  if  Russia 
follows  the  path  of  the  French  Revolution  after  1789? 
Given  the  FLmpire's  autocratic  tradition,  and  its  worsening 
economy,  shouldn't  we  hedge  our  defense  reduction  bets? 

The  Administration  must  also  loudlv  sound  the 
tocsin    about    the    need    to    rapidly    develop    eflective 


missile  defense  systems.  Scores  of  nations  will  have 
nuclear  and  chemical  missiles  within  a  decade  or  two. 
Political  uphea\als  are  coming  in  China;  what  fingers 
will  be  on  its  nuclear  triggers? 

The  Senate  has  passed  a  bill  authorizing  depUn  nient  of 
ground  based  interceptor  missiles  by  1996;  peaceniks 
were  dismayed  by  the  apparent  victor)'  of  missile  defense 
advocates.  But,  in  realit)',  the  Nunn-Warner  SDI  compro- 
mise doesn't  go  tar  enough. 

The  tide  of  democracy  has  never  been  stronger.  An 
ert'ective  U.S.  defense  posture  will  strengthen  this  wave  by 
making  it  clear  that  the  forces  of  darkness,  a  la  Saddam, 
ha\e  no  hope  of  success. 
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DISCARD  THE  CARTEL 


Salomon  Brothers'  Treasury  auction  scandal  has 
brought  to  light  the  archaic  way  our  government  sells  its 
securities.  A  few  financial  firms,  handpicked  by  the  Feder- 
al Reserve,  are  each  allowed  to  bid  for  up  to  35%  of  the 
bonds  offered  at  each  auction.  They,  in  turn,  peddle  the 
paper  to  the  public. 

Given  the  size  and  depth  of  the  Treasury  market,  which 
totals  $2.3  trillion  with  an  average  daily  trading  volume  of 
almost  $125  billion,  why  do  we  need  this  closed  system  of 
"primary  dealers"?  Why  not  break  up  the  cartel  and  let 
the  Treasury  Department  accept  direct  bids  from  any  ma- 
jor investors,  such  as  mutual  and  pension  funds,  foreign 


central  banks  or  even  well-to-do  individuals.*  There  is 
always  a  market  for  U.S. -backed  securities.  That's  why 
people  complain  about  the  size  of  the  deficit:  Treasury  pa- 
per is  always  first  in  line,  crowding  out  other  investments. 

Washington  should  also  abolish  the  35%  limit.  If  a 
customer  wants  to  bid  for  all  the  securities  Uncle  Sam 
offers  at  an  auction,  let  him.  Commentators  are  forget- 
ting that  to  win  you  have  to  pay  a  higher  price  than  )'Our 
competitors.  A  higher  price  means  a  lower  interest  rate. 
The  taxpayer  comes  out  ahead. 

More  regulation  isn't  needed  in  this  particular  market. 
More  openness  is. 


NO  TO  WORKPLACE  NANNIES 


It'S  AN  OUTRAGE  that  a  growing  number  of  companies  are 
intruding  into  the  personal  habits  of  their  employees. 
They  want  to  know,  for  instance,  if  a  worker  is  a  smoker  or 
a  social  drinker  or  rides  a  motorcycle.  If  so,  he  or  she  might 
have  to  pay  extra  for  health  insurance.  Some  outfits  are 
even  going  so  far  as  to  prohibit 
workers  from  smoking  or 
drinking  or  eating  too  much 
outside  the  workplace.  They 
give  urine  tests — if  there  is  evi- 
dence of  smoking,  for  exam- 
ple, the  employee  is  fired. 
Companies    justify    this    Big 

Brotherism  by  pointing  to  rapidly  rising  health  insurance 
costs.  Because  employers  pay  the  premiums,  they  suppos- 
edly have  the  right  to  monitor  your  health-related  habits. 
Twenty- two  states  have  responded  by  oudawing  dis- 
crimination against  people  who  smoke  off  the  job.  Other 


states  should  follow  suit.  Companies  have  no  business 
prying  into  employees'  personal  habits  unless  they  are 
truly  related  to  job  performance. 

This  trend  of  companies'  trxing  to  police  lifestyles  is 
another  powerfijl  argument  for  fundamentally  changing 

the  way  we  finance  health 
care.  Employees,  not  employ- 
ers, should  get  the  tax  breaks 
for  health  insurance  premi- 
ums. That  way,  indi\iduals 
could  make  their  own  choices. 
If  they  want  to  smoke,  they 
will  presumably  pay  higher 
premiums.  But  that  should  be  the  individual's  decision. 
The  current  system  of  paying  for  health  care  encour- 
ages all  the  wrong  habits — consumer  indifference  to  cost, 
more  regulation  and  price  controls,  health  care  rationing 
and,  now,  corporate  nannyism. 


USA  TODAY 


NEW  YORK'S  NEWEST  WORLD-CLASS  HOTEL 

The  reopened  St.  Regis. 

AT  LAST,  JUSTICE 


Professional  baseball  has  removed  the  notorious  aster- 
isk from  the  record  set  by  Roger  Maris  in  1961  for  home 
runs  hit  in  a  single  season.  Baseball  justified  the  asterisk 
because  Maris  hit  round-trippers  in  a  162-game  season, 
while  Babe  Ruth's  season  ran  154  games.  The  real  reason 
was  that  baseball  writers  and  the  then-baseball  commis- 


sioner loved  the  Ruth  legend  while  they  personally  dis- 
liked the  allegedly  moody  Maris. 

In  trying  to  belittle  Maris'  feat,  they  demeaned 
themselves. 

Kudos  to  current  commissioner  Fay  Vincent,  the 
catalyst  for  righting  this  wrong. 


RESTAURANTS— GO,       ''^ '^,STOP 

^rhese  reviews  are  the  distilled,  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  Associate  Publisher  JeJfCu pi ninjjhatn. 

worth  a  special  visit.  One  dessert.  Variations  of  Choco- 
late, has  enough  goodies  on  the  plate  to  keep  even  a 
chocoholic  happv. 

Arqua— 281  Church  St.  (Tel:  334-1888).  Decor 
and  scr\icc  onlv  so-so;  more  important,  so's  the  ftH>d. 
One  item  that  does  hit  the  spot  is  the  pappardcllc  with 
shitake  mushrooms. 

•  Harry  Cipriani— 781  Fifth  .\vc.,  between  5*^th  and 
60th  Sts.  (Tel:  753  5566).  It's  back  in  its  old  Shcrr>- 
Ncthcrland's  spt)t — and  st)  arc  the  crowds  of  Kuro  cash 
and  affluent  oldies.  One  myster> :  how  some  of  these 
vencrablcs  arc  able  to  negi>tiatc  the  drop  into  the  ver\-  low 
chairs.  But  the  Italian  iood  is  wi>rth  the  nsk.  Go  here  to 
eat;  the  acoustics  render  conversation  impt^ssiblc         ^ 


•  La  Reserve-4  West  49th  St.  (Tel:  247-2993). 
Classic  French  restaurant  tucked  in  between  the  granite 
towers  of  Rockefeller  Center;  worth  the  effort.  Grilled 
tuna  with  a  hint  of  green  peppercorn  sauce  is  particularly 
good.  For  dessert,  have  the  tarte  tatin,  which  is  named 
after  the  family  who  created  it  by  accident  and  found  that 
it  was  a  great  hit  among  guests. 

•  Trattoria  Dell'Arte— 900  Sexenth  Axe.,  bervxeen 
56th  and  57th  Sts.  (Tel:  245-9800).  Delightfully  stA'li/ed 
Italian  family-style  cooking.  Tiy  the  hand  rolled  spaghet- 
ti with  roasted  garlic.  Those  eating  as  if  it's  their  last  meal 
must  have  the  chocolate  macadamia  torte. 

•  Prix  Fixe— 18  West  18th  St.  (Tel:  675-6777). 
Salmon    tournedos    in    a    horseradish   crust    is   almost 
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Where  do  you  want  to  be  in  10  years?  Driving 
a  golf  ball?  Driving  your  own  business?  Maybe 
even  driving  the  Faris-Dakar  rally. 


kset  Allo<otion  for  Robert  Jl  Needham 


Current  Alloiotion        Proposed  Allocation 

Cosh  _     Co»h 

Ittfomc 


Growth 


Cosh 

Income... 
Growth.. 

.     11.7% 
.   55.6  % 
.32.7  •» 

Cosh 

Income... 
Growth... 

7.0  % 
.    29.4  % 
.  63.6  "o 

The  science  of  gettii^  there  from  here. 


Wherever  it  is,  its  going  to  take  a  sound  and 
farsighted  investment  strategy  to  get  you  there. 
Which  we  can  help  you  create  with  our  new 
Strategic  Asset  Allocator. 

You  simply  sit  down  w  iih  a  Shearson  Lehman 
Brothers  Financial  Con- 
sultant to  fill  in  the  per- 
sonal details.  What  are 
your  resources?  Your 
investment  goals?  Your 
appetite  for  risk?  The  computer-based  Strategic 
Asset  Allocator  will  identify-from  more  than  half 
a  million  possibilities-the  investment  strategy*  we 
think  is  best  for  you.  Then,  your  Financial 
Consultant  can  make  spe- 
cific investment  recommend- 
ati()ns-st(K'ks.  l"K)ncLs.  CDs  and 
so  on.  But  it  dcx^n't  end  there. 
Your  Financial  Consultant  will  work  with  you 
year  after  year,  helping  you  to  follow  your  in- 
\estment  strategy  all  the  way  to  your  dream. 
Wherever  you  want  to  be  in  the  future,  call 
us.  We  can  help  you  gel  there  from  here. 


% 


You  can  get  there 
from  here. 


SHEARSON 

LEHMAN 

BROTHERS 


'  \'l^>i  Mu.iisliO  li'lifain  llmHA'rvltH'  Mi-mini  MIX 


The  FAA  Is  Already  Looking  Forward 
To  The  Day  These  Kids  Are  Grown. 


Every  year,  more  people  travel  by  air.  And  every 
year,  our  air  traffic  system  gets  pushed  a  little  harder.  As 
this  trend  continues,  we  need  to  ensure  that  our  future  air 
traffic  system  will  be  able  to  accommodate  tomorrow's 
travellers. 

The  Federal  A\dation  Administration  has  developed 
a  visionar)^  plan  to  meet  that  challenge— a  plan  for 
"Moving  America  into  the  21st  Century." 

It's  a  vast,  far-reaching  program  that  not  only 
modernizes  the  air  traffic  system  today,  it  also  looks  ahead 
to  the  needs  of  future  system  users.  Our  air  traffic  system 
must  be  more  internationally  compatible,  exploit  new  and 
emerging  technologies,  and  must  improve  the  present 
system— while  in  use. 

And  that's  just  what  the  FAA's  program  does.  Its 
primary  focus,  for  example,  is  to  integrate  weather,  navi- 
gation, landing,  communications  and  surveillance  systems, 
using  global  computer  and  satellite  technology. 

The  FAA  has  a  flight  plan  for  the  future  already  in 
place.  We're  proud  that  Martin  Marietta  can  be  part  of  the 
team  that  will  help  make  it  fly 
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Other  Comments 


Double  Trouble 

Boris  Yhi.TsiN  and  the  U.S.  domestic 
policy   agenda    have    something    in 
common.  President  Bush  doesn't  rel- 
ish dealing  with  either  of  them. 
-Fred  B.\rxes,  New  Republic 

He  Was  Right— And  How! 

If  ONE  WERE  to  choose  the  man  of  the 
hour  in  post-Communist  Europe,  his 
name  might  well  be  Woodrow  Wil- 
son. For  he  was  the  President  who 
memorably  informed  Congress  in 
1918  that  "self-determination  is  not 
a  mere  phrase.  It  is  an  imperati\e 
principle  of  action  which  statesmen 
will  henceforth  ignore  at  their  peril." 
Wilson,  who  died  defeated  and  em- 
bittered, has  earned  the  epitaph  be- 
stowed by  Londoners  on  Sir  Christo- 
pher Wren:  If  you  wish  to  see  his 
monument,  just  look  around. 
-Karl  E.  Meyer,  New  York  Times 

A  Losing  Gain 

The  1990  budget  agreement  in- 
cluded a  number  of  excise  taxes  on 
"luxur\'  items"  aimed  at  purchasers 
of  high-end  automobiles,  yachts, 
private  aircraft,  flirs  and  expensive 
jewels.  Congress'  Joint  Committee 
on  Taxation  estimated  their  com- 
bined effect  to  be  a  revenue  gain  of 
nearly  SI. 5  billion  over  the  five-vear 


life  of  the  budget  agreement. 

Less  than  a  year  after  enactment  of 
these  luxur}'  taxes,  however,  the  im- 
pact of  the  boat,  plane  and  jeweln' 
luxury  taxes  is  to  throw  more  than 
9,000  Americans  out  of  work  and  to 
cost  the  federal  government  nearlv 
S20  million  in  1991. 
-Rep.  Rich.ard  Armey,  (R-Tex), 
Ranking  Republican, 
Joint  Economic  Committee 

Back  to  the  Drafting  Board 

The  biggest  high-tech  hazard  [re- 
cently] was  the  menace  of  the  swal- 
lowed Constitution.  Just  days  before 
the  final  vote  July  4  on  Colombia's 
new  Constitution,  a  technician  who 
was  storing  the  final  draft  in  a  bor- 
rowed computer  erased  or  lost  the 
document.  Members  of  the  drafting 
committee  were  reportedly  rooting 
through  trash  cans  looking  for  notes 
and  preliminary'  drafts.  Now  repeat: 
Print  out,  early  and  often. 
-AiViY  Bernstein, 
U.S.  News  &■  World  Report 

Prophetic  Genius 

In  an  ironic;  sense  Karl  Marx  was 
right.  We  are  witnessing  toda\'  a  great 
revolutionarx'  crisis — a  crisis  where 
the  demands  of  the  economic  order 
are  colliding  directly  with  those  of  the 
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'Curiosity." 
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political  order.  But  the  crisis  is  hapj 
pening  not  in  the  free,  non-Marxisij 
West,  but  in  the  home  of  Marxism 
Leninism,  the  Soviet  Union.  It  is  the 
Soviet  Union  that  runs  against  the 
tide  of  histor\'  by  denying  freedom 
and  human  dignit)'  to  its  citizens. 

What  I  am  describing  now  is  a  plan 
and  a  hope  for  the  long  term — the 
march  of  freedom  and  democraq- 
which  will  leave  Marxism-Leninism 
on  the  ash  heap  of  histor\'  as  it  has  left 
other  tyrannies  which  stifle  the  free- 
dom and  muzzle  the  self-expression 
of  the  people. 
-Ronald  Reag.\n,  to  the 
British  Parliament,  1982 


This  problem  [the  Salo- 
mon Brothers  scandal],  and 
the  way  it  was  resolved, 
with  three  top  people  losing 
their  jobs,  will  do  more  to 
prevent  future  abuses  than 
any  piece  of  legislation 
which  could  be  introduced. 
-Victor  Chang,  former 
bond  market  executive, 
head  of  an  investment  firm. 
New  York  Times 


You  Made  Me  Do  It 

"There's  a  widely  held  Wew  that  if  ? 
something  bad  happens  to  you, 
someone  else  must  be  responsible," 
says  Roger  Conner,  the  director  of 
the  American  Alliance  for  Rjghts  & 
Responsibilities  in  Washington.  The 
L'nited  States  is  becoming  a  nation  of 
belligerent  shirkers,  of  pouting, 
mewling,  finger-pointing  crybabies. 
Take  the  frat  house  daig  busts  in 
March  at  the  L'niversit>-  of  \'irginia. 
When  the  father  (of  one  of  the  stu- 
dents arrested]  learned  of  the  charge, 
w  as  he  ftirit^us  at  his  st>n  for  jeopardiz- 
ing his  fiiturc  by  breaking  the  law? 
No.  rhe  father's  wrath  was  instead 
directed  at  the  j-K^licc.  "Why  didn't 
the  iincstigators  go  to  the  Univcrsirs' 
ol  l^chmond  or  N\>rtolk  State?"  he 
asked  indignantly. 
-John  Tavior,  .Vnr  York 
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A  promise  tnat  recovering  from  surgery  won't  mean  recovering  irom  tne  mils. 


A  promise  tnat  tne  only  anxiety  anout  naving  tne  baty  will  oe  about  baving  tbe  baby. 


A  promise  you'll  bave  more  to  rely  on  tban  a  gold  watcb  and.  a  slap  on  tbe  back. 


Nothing  binds  us  one  to  tne  otner  like  a  promise  kept.  Notnin^  divides  us  like  a  promise  broken.  At  MassMutual 
we  believe  in  keepinfi^  our  promises.  Tnat  way  all  tne  families  and  businesses  tbat  rely  on  us  can  keep  tneirs. 
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MassMutual' 

We  nelp  you  keep  your  promises. 
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Redefining  Automation:  Old  world 


craftsmanship  in  partnership  with  new  world 


Solutions  for  the  steel  industry 


innovation  allows  AEG  to  give  you  the  best 


of  both  worlds.  With  this  perspec- 

[  E^l   Modicon  programmable  logic  controllers 


five,  AEG  redefines  automation  with 


a  unifying  concept  we  call  Geamatics. 


Solutions  for  the  food/beverage  industry 


Geamatics  is  cost-effective  solutions  based  on 


Assembly  systems 


icrui 


repeatable  results  in  specific  manufacturing 


k 


and  process  industries.  It's  control  products, 


Solutions  for  the  automotive  industry 


automation  systems  and  software  that  deliver 


Solutions  for  the  paper  industry 


new  levels  of  flexibility,  functionality  and 


compatibility.  And,  it's  wraparound 


Modcomp  real-time  computers 


service  -  from  concept  to  comple- 


! 


tion  and  beyond.  Call  (908)  231-8405  to  learn 


what  AEG's  partnership  can  do  for  your  plant. 


Solutions  for  the  petrochemical  industry 


AEG  Corporation. 


AEG 

Member  of  the  Daimler-Benz  Group 
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YOUR  FIRM 

ARRIVES  IN 

THIS  BOX 


A  corporate  gift  expresses  more  than 
JL  jL  gratitude.  It  speaks  volumes  about 
your  firm.  ♦  For  154  years,  firms  have 
expressed  themselves  in  words  only  a 
Tiffany  blue  box  can  say.  Tiffany  gifts  ha\'e 
passed  from  CEOs  to  clients.  From 
managements  to  staffs.  TTiey  are  bestowed 
by  everyone  who  prizes  stability  over  capnce, 
substance  over  veneer.  And  who  \\ishes  to 
send  this  message  in  a  gift  that  is  chcnshed 
forever.  ♦  To  rcceivv  a  brochure,  or  leam 


HUM 


0  about  the  rewards  of  a  Tiffany  &  Co. 


coiponuc  .K-coum.  call  800-42vV2»4. 


TIFIWYcSlCO. 


Gommentaify 

i  on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


REEXAMINING  OLD  CONVICTIONS— OR  HOW  I  SPENT  MY  SUMMER 


A  Mmnh  summhr  is  a  wondrous  thing.  The  tides,  the 
weather  q'cles,  the  clarity  of  the  night  sky,  dawn  emerg- 
ing over  the  ancient  Sound,  indeed  all  of  the  physical 
splendors  of  the  countryside  we  notice  less  as  time  passes. 
But  the  slower  pace  and  the  longer-range,  more  detached 
perspective  (aided  by  the  usual  delay  in  receiving  major 
newspapers)  are  the  most  significant  aspects  of  a  Maine 
summer  for  one  who  writes  on  short  notice  about  the 
world's  great  events. 

Anxious  to  see  if  the  summer's  leisurely  pace  would 
change  opinions  forged  in  the  heat  and  turmoil  of  daily 
changes,  I  looked  back  at  some  old  columns.  Thus  far  I 
have  found  no  basis  for  changing  those  on  the  Gulf  war. 

Seven  months  ago  we  celebrated  one  of  the  most 
sweeping  military  victories  in  our  historv'.  I  wrote  then 
that  I  felt  our  only  mistake  was  in  stopping  too  soon.  We 
had  a  glittering  opportunity'  to  depose  Saddam  Hussein 
and  replace  him  with  a  largely  Arab  army  of  occupation.  I 
must  say  that  the  more  time  there  is  for  reflection,  the 
more  convinced  I  become  that  this  should  have  been  our 
course.  Almost  daily  we  and  the  United  Nations  seemed 
to  be  increasingly  shocked  by  continuing  revelations  of 
Iraq's  perfidy. 

There  was  Saddam  Hussein's  refi.isal  to  let  the  U.N.'s 
nuclear  inspectors  examine  Hussein's  claims  to  have  no 
nuclear  capability — until  he  moved  some  damaging  evi- 
dence. Finally,  under  threat  of  renewed  bombing,  he 
admitted  that,  yes,  he  had  manufactured  some  weapons- 
grade  plutonium.  Other  critical  components  of  the  weap- 
ons cannot  yet  be  found.  Further,  this  plutonium,  which 
is  only  used  in  nuclear  weapons,  was  made  in  facilities 
listed  by  the  International  Atomic  Energy  Agency  as 
"safeguarded."  Well,  not  quite. 


The  Wall  Street  Journal  correctly  concluded,  "The  next 
time  the  United  States  wants  to  put  a  tyrant  out  of  the 
bomb  business,  it  had  better  be  prepared  to  occupy  his 
country  with  troops  and  make  a  house-to-house  search." 

And  unoccupied  Iraq  is  asserting  its  "sovereign  right" 
(backed  by  some  18  to  20  divisions  and  700  tanks  left 
after  the  Gulf  war)  to  object  to  the  very  generous  U.N. 
resolution  allowing  Iraq  to  sell  some  oil,  with  only  30%  of 
the  proceeds  to  begin  reimbursing  Kuwait.  The  balance 
would  be  under  U.N.  control  to  ensure  that  the  money  is 
actually  used  to  feed  hungry  Iraqis.  Why  should  Iraq  even 
be  heard?  Yet  the  more  Iraq  objects,  the  more  likely  it  is 
that  some  compromise  will  allow  Saddam  Hussein  to  use 
some  of  the  proceeds  as  he  wishes. 

Even  after  seven  months'  reflection  there  is  no  valid 
answer  as  to  why  Iraq  was  not  occupied  by  the  victors. 
Initially,  we  were  told  by  deep  geostrategic  thinkers  that 
"stability"  in  the  Mideast  required  a  strong,  independent 
Iraq.  But  a  strong  Iraq  still  under  the  complete  domina- 
tion of  Saddam  Hussein?  Fiven  the  shallowest  of  geostra- 
tegic thinkers  does  not  support  that. 

It  was  said  that  the  American  people  would  never 
support  a  long  occupation  of  Iraq.  But  for  nearly  40  years 
we  supported  American  troops  in  the  t\vo  countries 
defeated  in  World  War  II.  Further,  it  would  not  have 
been  an  American  army  of  occupation.  Our  Arab  allies 
would  have  been  far  more  appropriate  as  the  occupying 
forces  in  another  Arab  countn,'. 

In  short,  neither  the  reflection  of  several  months  nor 
the  calm  contemplation  induced  by  a  Maine  summer  has 
led  to  any  explanation  or  understanding  of  why  Saddam 
Hussein  is  still  the  dictator  of  Iraq.  Neither  peace  nor 
stability'  is  possible  in  the  Mideast  until  he  is  depniscd. 


REFORMING  OUR  LEGAL  SYSTEM 


Anothkr  hirst  imprfssion  that  has  sur\'ived  is  that  the 
President's  Gouncil  on  Competitiveness,  chaired  by  Vice 
President  Quayle,  has  many  of  the  right  answers  in  its 
proposal  of  50  long- needed  reforms  to  reduce  the  huge 
sums  wasted  each  year  in  the  flo(Ki  tide  of  litigation  that 
engulfs  our  courts.  This  plethora  of  lawsuits  adds  greatly 
to  our  costs  of  production  and  reduces  our  competitive- 
ness worldwide.  PlaintiflTs'  attorneys,  many  of  whom 
promote  this  mass  of  litigation,  profit.  No  one  else  does. 


This  is  not  to  say,  as  Shakespeare  phrased  it,  "Let's 
kill  all  the  lavsyers,"  but  it  is  to  say  that  we  have  t<K> 
many  lawyers  chasing  too  many  dollars  through  t(X) 
many  endless  lawsuits,  and  that  it  is  time  to  do 
something  about  it.  The  outgoing  president  of  the 
American  Bar  Association  found  this  hard  to  accept,  but 
that  should  not  diminish  the  gratitude  of  the  American 
people  to  the  Vice  President  for  telling  us  what  needs 
to  be  done.  ^M 
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Savings  are  packed 
and  ready  to  go. 


AT&T  Corporate  Calling  Card 
Essential  to  the  business  on  the  move. 

If  your  company  has  monthly  long  distance  phone  bills  of  just  $50  or  more, 
you  can  save  money  on  long  distance  calling  card  calls.  Because  AI&T 
ctfers  savings  on  calling  card  usage  with  the  AT&TPROT  WATS 
volume  discount  plan.  So  your  savings  can  go  wherever  your 
business  takes  you. 

What's  more,  when  you  use  the  AT&T  Corpomte  Calling 
Card,  you  can  be  sure  you're  using  the  quality  PSM  network 
for  all  your  long  distance  calls.  And  you're  piDtected  fR)m  the 
higher  rates  charged  by  some  unfamiliar  operator  service 
companies.  Rates  that  can  be  two  to  three  times  the  ARiT  price.* 
So  you're  always  getting  the  quality  AT&T  service  you  want  and 
prices  you  expect. 

Cost  control.  Another  AT&T  advantage. 

Whether  you'rt'  a  company  of  one  or  one  hundred,  you  can  get 
AT&T  Gorpom'   Qillin  i  Cards  for  your  company  free.  GUI 
1  800  225-6136,  exi.  310. 


W^J 


•*»**. 


•Bastxl  on  a  cx)m|-):iri,s()ii  ofbilkil  (.•liar>;cs  and  ,surchai)?t's 
of  altcrnatf  o|X'i-ator  .scrvitv  aMiip.tiiics. 
Ol991,ATST 


AHbT 

The  right  choice. 


WHAT'S  AHEAD  FOR  BUSiHESS 


EDITED  BY  HOWARD  BANKS 


Sometiines  faith  alone  won't  cut  it 


How  MUCH  FURTHER  is  this  year's  steady  decline 
in  interest  rates  likely  to  go?  Political  pressure  will 
increase  on  the  Federal  Reserve  to  keep  easing, 
as  the  1992  election  date  gets  nearer,  to  add  life  to 
the  economy's  lethargic  recovery.  But  that  pres- 
sure and  the  short-term  rate  cuts  that  will  probably 
follow  may  increase  the  market's  jitters  about 
the  long-term  course  for  inflation. 

Right  now  the  inflation  front  looks  bright. 
Most  economists  now  expect  the  underlying  rate 
of  consumer  price  inflation,  excluding  food 
and  energy,  to  be  around  3.5%  in  1992.  This  so- 
called  core  rate  has  in  the  last  six  months  been 
running  barely  above  this  pace.  And  the  prices  of 
producer  goods,  which  eventually  feed  into 
consumer  prices,  have  been  declining. 

Oil  prices,  too,  seem  headed  down.  Iraq  is 
now  expected  (finally)  to  be  allowed  to  export 
some  crude,  and  Saudi  Arabia  iias  built  up 
stocks  of  60  million  barrels,  with  the  deliberate 
idea  that  this  will  help  push  crude  prices  down 
to  around  $18.70  a  barrel,  down  from  a  recent 
$2 1 .30,  and  so  encourage  extra  demand. 

But  the  yield  curve — the  relationship  among 
interest  rates  on  Treasury  debt  securities  of  vari- 
ous maturities — is  saying  clearly  that  the  credit 
markets  do  not  believe  we  have  yet  whipped 
inflation.  The  curve  has  been  flattening,  but 
with  the  30 -year  long  bond  still  yielding 
8%,  the  diflference  between  very  short  and  very 


long  rates  remains  well  over  250  basis  points, 
much  higher  than  the  160  basis  point  average 
since  1986. 

"That  shows  that  inflation  fears  still  persist 
and  that  investors  are  not  convinced  that  they  can 
let  down  their  guard,"  says  John  Lonski,  senior 
economist  with  Motxly's  Investors  Service. 

There  is  also  concern  that  the  recession  did 
not  bring  inflation  down  frirther,  and  that  com- 
panies— notably  automakers,  despite  their 
business'  still  being  in  a  slump — are  willing  to 
push  for  9%-to- 11%  price  increases.  Labor  costs 
(mainly  health  benefits,  but  to  an  extent  hourly 
wage  rates  too)  are  also  ticking  up. 

The  markets  are  wary  that  what  happened  in 
1986  and  1987  might  be  repeated,  says  Lonski. 
Back  then,  oil  prices  went  through  the  floor, 
consumer  inflation  fell  to  around  1%  or  so,  and 
long  bond  rates  fell  to  7.25%,  down  from  9.5% 
in  early  1986.  But  by  the  middle  of  1987,  after 
cheap  oil  encouraged  faster  economic  growth, 
long  rates  moved  up  sharply,  to  around  1 0%, 
Lonski  says. 

The  implication  is  that  lenders  will  not  be 
content  with  a  3%  premium  to  protect  their  capi- 
tal against  inflation,  a  spread  that  would  give 
6.5%  long  bonds  in  1992.  Instead,  most  traders 
seem  to  think  the  market  will  demand  some- 
thing close  to  today's  4%  spread,  giving  a  floor  for 
long  Treasury  rates  of  around  7.5%. 


Sales  tax  nightmare  on  Main  Street 


Broke  state  and  local  governments  are  au- 
diting more  and  more  businesses — not  just  retail- 
ers— to  find  unpaid  sales  and  use  taxes.  And 
they  are  levying  sales  taxes  on  more  and  more 
items,  sometimes  conftisingly  so.  In  some 
places  sales  taxes  at  varying  rates  have  been  added 
to  such  items  as  long-distance  telephone  calls, 
automobile  leases  and  previously  exempt  busi- 
ness-to-business services.  Pennsylvania,  for  ex- 
ample, is  to  tax  computer  services  from  Oct.  I . 

Perhaps  the  most  ridiculous  extension  is  Ca- 
lifornia's new  snack  tax.  Under  it  Ritz  crackers  are 
deemed  taxable,  but  saltine  crackers  arc  not. 

"Compliance  is  becoming  much  more  com- 
plex as  the  states  expand  their  sales  taxes,"  says 
AT&T  tax  attorney  James  Kratochvill.  And  more 
costly.  AT&T  employs  76  people  to  file  9,000  sales 
and  use  tax  returns  each  year.  They  also  handle 
the  200  sales  tax  audits  it  is  presently  undergoing, 
up  by  about  30%  from  the  mid-1980s. 

There  are  now  over  9,000  state  and  local 
sales  taxes,  up  by  more  than  1 ,500  since  1986, 
according  to  Vertex  Inc.,  a  Berwyn,  Pa.  compa- 


ny that  sells  a  soft^vare  package  to  cope  with  this 
proliferation.  Generally,  a  business  must  collect 
sales  taxes  on  goods  sold  in  another  state  if  it  has  a 
presence — say  a  salesman — there.  But  some 
states  are  trying  to  collect  even  from  companies 
that  sell  from  catalogs  into  their  states.  Tliis 
contradicts  Supreme  Court  precedent  and  the 
High  Court  is  likeh'  to  take  another  look  at  the 
issue  this  year.  A  national  suney  of  444  compa- 
nies conducted  for  Vertex  found  that  on  aver- 
age these  companies  had  undergone  sales  tax 
audits  by  three  dift'erent  states  in  the  previous 
12  months.  In  84%  of  the  audits,  the  states  de- 
manded more  money.  By  a  wide  margin,  Cali- 
fornia is  reported  to  be  the  most  aggressive. 

Tvpicalh',  it  costs  these  businesses  2.1  cents  to 
collect  each  sales  tax  dollar.  But  audits  and  audit 
assessments  raise  that  cost  to  16  cents  of  each 
dollar  of  sales  tax,  and  more,  for  smaller  compa- 
nies. "Sales  tax  compliance,"  observes  Jon 
Riewe,  Vertex  vice  president  for  research,  "is  not 
something  they  teach  in  M.B.A.  courses."  They 
don't,  but  thcv  should.         -jANHl  N()V.\c  K  WM 
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THE  FORBES  INDEX 


BY  TIMOTHY  DODMAK 


The  Forbes  Index  (1967=100) 
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Current  185.8* 
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Percent  change 
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Since  peaking  in  December  1990,  personal  interest  in- 
come has  declined  every  month,  led  down  by  falling 
interest  rates.  According  to  Banxquote  of  Wilmington, 
Del.,  average  yields  on  three-month  certificates  of  deposit 
dropped  from  6.9%  at  the  end  of  December,  to  5.2% 
currendy.  If  the  recovery  gets  off  the  ground,  the  decline 
in  interest  rates  may  be  about  over.  In  August  nonfarm 
payrolls  showed  their  first  gain  in  three  months,  an 
increase  of  34,000  workers.  But  the  unemployment  rate 
remains  at  6.8%  of  the  eligible  work  force. 


Other  key  rates 

Source 

Status 

8.5% 

Prime  rate 

Chase  Manhattan  Bank 

Auto  sales  year  to  date  vs  1 990' 
Index  of  leading  indicators  July  vs  June 

Ward's  Autonwtive 

-112% 

1.2%   1 
-S84bil    1 

Dept  of  Commerce 

Trade  balance  12  months  ended  June  1991 
Ml-commodity  producer  price  index  July  vs  June^ 

Oept  of  Commerce 

Dept  of  Ijbor 

-0.3%    1 

GNP  2nd  quarter  vs.  tst — annualized  growth 
M2  (3-month  change) — annualized  growth^ 

Oept  of  Commerce 
Federal  Reserve 

-0.1% 

-1.5%    1 

'  U.S.-based  manutacturefs,  Mcludes  imports,  as  of  8/30/91 .  ^  Wholesate  goods.  ^  Includes  MI            1 

(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  mariiel  funds.                       1 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
mdustrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income  and  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 


Services     •    Total  index 


Inventories      •    New  orders 
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Consumer  price  indexes  (1982-84  3verage=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Personal  income  tStxilwnsI  Mge  and  ss^ 
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seasonally  adjusted  (Dept  of  Commerce} 
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OPEN  IN  CASE  YOU  WANT 
QUALITY  CARE  AND  COST  CONTROL 
FROM  ONE  OF  AMERICA'S  LARGEST 
HEALTH  CARE  NETWORKS. 


■ 


The  Travelers'  commitment  to 
quality  products  and  cost  control  starts 
with  35,000  employees  dedicated  to 
customer  satisfaction. 

Of  these,  12,000  work  exclusively  in  our 
Managed  Care  and  Employee  Benefits 
Operation. 

That's  the  real  Travelers  difference. 

But  the  numbers  get  even  more  impressive. 

50,000  carefully  selected  and  credentialed  physi- 
cians and  spetialists  and  600  hospitals  in  130  major 
metropolitan  areas. 

$1.6  billion  in  new  business  in  1990  —  testimony  to 
a  company  whose  health  care  network  delivers 
appropriate  care  more  efficiently  through  local  medi 
cal  management.  A  company  that  customizes  pro- 
grams because  it  understands  that  not  all  businesses 
are  the  same.  A  company  committed  to  avoiding 
illness  —  and  expense  —  through  wellness  and  coun- 
seling programs. 

Two  more  numbers  to  be  remembered.  The 
Travelers  is  backed  by  $55  billion  in  assets  and  by 
a  127  year  tradition  of  service. 

This  is  Manage^Care  The  Travelers  Way. 

The  Travelers  Insurance  Company  and  its  Affiliates 
Hartford,  Connecticut  06183 

Thelravelersj 

You're  better  off  under  the  Umbrella! 


C  1*»I  The  Trawlers  Corptirjhon 


Good  news  about  the  collapse  of  the  Soviet  empire  is  bad  news 
for  defense  contractors.  Now  the  Seawolf  submarine  program, 
vital  to  both  General  Dynamics  and  Tenneco,  is  in  trouble. 

Seawolf  at  bay 


By  Howard  Banks 

Worries  mount  for  defense  contrac- 
tors. Now  the  U.S.  Na\y's  plans  for  a 
new  high-technolog)'  attack  subma- 
rine, the  Seawolf,  planned  to  be  in 
senice  in  1995,  have  hit  a  reef 

Worries  are  growing  at  the  two 
yards  capable  of  building  the  sub — 
General  Dynamics'  Electric  Boat  unit 


in  Groton,  Conn,  and  Tenneco's 
Newport  News,  Va.  shipyard.  If  not 
canceled,  this  program  vital  to  their 
futures  will  be  stretched  out. 

The  Seawolf  class  is  a  central  ele- 
ment of  the  Naxy's  main  war  plan:  an 
all-out  batde  for  the  North  Adantic 
with  the  Soviet  Union.  It  provides  for 


88  nuclear  attack  subs,  14  to  be  main- 
tained on  batde  station. 

The  Na\T  hoped  to  order  three  a 
year  of  the  new  9,070-ton  SSN21 
Seawolf  subs,  at  S2  billion  a  copy  (in 
1992  dollars).  Gradually  the  Seawolt 
would  replace  the  62  Na\y  6,900-ton 
SSN688    Los    .\ngeles    class    subs. 


What  the  U.S.  Navy  says  its  new  $2  billion  9.070-ton  SSN21  Seawolf  attack  sub  will  look  like 

Bigger  than  the  6,900-ton  Los  Angeles  attack  sub  rt  will  replace,  Seawolf  will  be  twice  as  costly  but  will  cany  mon  powerful 

weapons  and  will  be  more  maneuverable  and  stealthier. 
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GO'S  Electric  Boat 
yard,  Groton.  Conn. 
Will  General  Dy- 
namics close  it  if 
the  Navy  cuts 
orders  to  below 
one  new  Seawolf 
a  year? 


which  cost  less  than  half  as  much  each. 

But  docs  the  Na\y  need  the  pro- 
gram now  that  the  U.S.S.R.  is  going 
out  of  business?  Will  sovereign  na- 
tions like  the  Ukraine  and  Russia  and 
Armenia  pose  anything  like  the  naval 
threat  the  old  Soviet  Union  did? 

The  collapse  of  communism  isn't 
the  only  blow  to  the  Seawolf  pro- 
gram. Another  is  a  messy  contract 
dispute,  now  in  the  courts.  The  $725 
million  contract  to  build  the  hull  for 
the  first  Seawolf  was  awarded  to  Gen- 
eral Dynamics'  Electric  Boat  unit. 
The  Na\T  awarded  the  second 
Seawolf  contract  to  Electric  Boat  be- 
cause its  bid  was  cheaper  than  that  of 
Tenneco's  Newport  >sY"ws.  But  New- 
port News  yelled  foul,  complaining 
that  the  Naw  had  considered  only 
price  and  had  not  taken  into  account 
the  impact  on  the  U.S.'  industrial 
base — meaning  jobs — at  Newport 
News.  A  federal  court  ordered  the 
Na\T  to  rcbid  the  second  contract  and 
the  Na\y  is  appealing. 

Another  wound  to  the  Seawolf  pro- 
gram is  the  widely  reported  problem 
with  weld  cracking  on  the  first 
Seawolf  being  built  at  gd's  Electric 
Boat.  It  will  cost  only  between  S50 
million  and  SI 00  million  to  fix  this. 
That's  not  frighteningh'  much  in  the 
cost-is-no-object  world  of  defense 
contracting.  But  it  \\  ill  delay  the  first 
Seawolf  for  at  least  a  year. 

Congress  has  other  complaints 
about  the  Seawolf  program.  A  large 
part  of  the  package  is  a  complex  battle 
management  and  suneillance  com- 
puter system  called  BSY-2,  or  "Busy 
Two."   General   contractor  on    the 


BSY-2  system  is  General  Electric. 

The  computer  system's  total  cost 
isn't  known  ("in  the  billions,"  says 
Ronald  G'Rourke,  a  naval  analyst 
with  the  Congressional  Research  Ser- 
vice), and  its  technology'  is  still  miles 
from  being  completed.  Likewise,  de- 
velopment of  the  new  torpedoes, 
mines  and  missiles  that  are  to  be 
carried  by  Seawolf  is  still  a  long  way 
from  being  completed,  and  no  cost 
estimates  arc  available.  Critics  say 
BSY-2  and  the  weapons  could  lift 
total  cost  of  a  single  Seawolf  to  $3 
billion  or  more. 

A  different  kind  of  threat  to  Seawolf 
lurks  in  the  form  of  a  paper  submarine 
called  Centurion.  This  is  a  smaller 
attack  sub  than  Seawolf,  and  therefore 
would  be  cheaper — perhaps  SI. 5  bil- 
lion a  sub,  according  to  its  propo- 
nents. Centurion  will  not  be  able  to 
do  all  the  missions  of  Seawolf,  but  it 
could  do  most  missions.  Centurion 
would  probably  end  up  costing  more 
than  its  proponents  claim.  But  the 
mere  fact  of  its  existence  on  a  drawing 
board  gi\'es  those  who  want  to  cancel 
Seawolf  a  way  out. 

None  of  this  is  good  news  for  Gen- 
eral Dynamics.  Submarines  are  an  in- 
creasing share  of  the  group's  total 
business — around  18%  of  sales  this 
year,  up  from  16%  in  1988,  and  an 
expected  $85  million  of  operating 
profits,  up  from  S36  million.  With 
sales  of  its  F-16  fighter  and  MlAl 
tanks  already  slated  for  future  cuts  by 
Defense  Secretar\'  Dick  C'hcncy, 
"submarines  w  ere  headed  for  a  signif 
icantlv  greater  than  20%  share  of  sales 
by  the ^mid  1990s,"  savs  C.J.  Law 


rence     aerospace     industr\'     analyst 
Howard  Rubell. 

The  controversy  over  Seawolf  will 
be  colored  by  a  noisy  debate  about 
defending  the  U.S.'  militan.'-industri- 
al  base.  For  politicians,  this  mostly 
means  jobs.  Electric  Boat's  employ- 
ment, at  around  23,000,  is  already 
slated  to  decline  to  around  1 1 ,500  by 
1996  or  so — and  that  assumes  some 
new  Seawolf  business. 

GD  has  said  loudly  and  clearly  (and 
often)  that  it  cannot  continue  making 
nuclear  submarines  with  less  than  one 
new  order  a  year.  Today  it  is  deliver- 
ing three  a  year  (two  688  attack  subs 
and  one  Trident).  If  the  order  rate 
dropped  and  GD  closed  down  Electric 
Boat,  the  U.S.  would  then  be  reduced 
to  just  one  shipyard — Newport 
News — capable  of  building  nuclear 
ships.  (With  its  carrier  work,  Newport 
News  could  continue  to  operate  w  ith 
close  to  one  new  sub  order  a  year.) 

The  case  for  slashing  spending  on 
submarines  isn't  as  cut  and  dried  as  it 
might  appear  to  those  who  get  their 
news  from  lA'  or  new  spaper  headlines. 
The  Soviets  may  have  cut  production 
of  planes,  tanks  and  missiles,  but  they 
are  said  still  to  be  launching  nine 
nuclear  subs  a  year.  Until  it  is  clear 
that  the  Soxiet  admirals  ha\e  sharply 
reduced  their  sub  launchings,  no  con- 
gressman in  his  or  her  right  mind  will 
walk  completely  awa\  from  building 
U.S.  nuclear  subs.  Even  Senator  John 
McCain  (R-Ari/.),  a  leading  critic  of 
Seawolf,  accepts  that  he  doesn't  ha\c 
the  votes  to  cancel  Seawolf  But  there 
is  little  doubt  the  program  will  be 
stretched  out.  MM 
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The  Baby  Bells  yearn  to  be  in 
manufacturing,  information  services, 
long  distance  and  cable  TV.  Here's  a  utility 
that's  already  doing  all  that— and  profitably. 

Country 
cousin 


By  Gary  Slutsker 


The  regional  Bell  telephone  compa- 
nies have  undertaken  a  monstrous 
legal  and  legislative  battle  over  the 
right  to  diversify  into  coveted  side- 
lines: cable  TV,  telephone  equipment 
manufacturing,  long-distance  traffic 
and  information  services.  While  these 
giants  busy  themselves  with  lobbying 
and  litigation,  they  are  being  up- 
staged by  a  little -known  but  heavy- 
weight outfit  called  Alltel  Corp.  in  the 
unlikely  setting  of  Litde  Rock,  Ark. 

Alltel,  unaffected  by  the  consent 
decree  that  broke  up  the  old  AT&T,  has 
already  diversified  into  manufactur- 
ing, long  distance,  cable  and  comput- 
er sofi^vare.  It  has  done  so  quite  prof- 
itably, making  a  stark  contrast  to  the 
disappointing  diversification  efforts 
made  so  far  by  its  giant  Bell  cousins 
(Nynex  in  computer  retailing,  Ameri- 
tech  in  software). 

Alltel's  basic  business  is  local  phone 
service,  furnished  to  1 .2  million  cus- 
tomer lines  in  25  states.  But  Alltel  has 
also  invested  in  long  distance,  cable 
iv,  cellular,  product  distribution, 
phone  manufacturing  and  informa- 
tion ser\'ices.  This  year  it  will  likely 
earn  around  $200  million  on  reve- 
nues of  $1.7  billion.  Five  years  ago 
profits  were  $56  million  on  revenues 
of  $700  million. 

As  one  might  expect  from  a  serious 
business  with  a  Little  Rock  address, 
Alltel  bears  the  influence  of  local  fi- 
nancier Jackson  Stephens,  whose 
family-owned  investment  firm  Ste- 
phens Inc.,  operating  out  of  a  skck 
new  office  tower  downtow n,  has  uii 
derwritten  such  Arkansas  enterpri.ses 


as  Wal-Mart  and  Tyson  Foods.  "Jack 
Stephens?  He's  helped  us  a  lot,"  says 
Alltel  Chairman  Joe  T.  Ford  with 
characteristic  understatement. 

Alltel's  predecessor.  Allied  Tele- 
phone, was  started  in  the  1940s  as  a 
construction  firm  that  installed  tele- 
phone poles,  among  other  things. 
When  the  founders  expanded  into  the 
phone  business,  they  did  so  by  acquir- 
ing a  275-phone  exchange  from  Jack 
Stephens  and  his  brother  Wilton. 
When  Alltel  got  into  information  ser- 
vices last  year,  it  bought  a  Little  Rock 
neighbor,  computer  ser\'ices  provider 
Systematics  Inc.,  in  a  stock  deal  worth 
$500  million. 

In  that  acquisition,  Alltel  had  a 
good  negotiating  tactic:  Jack  Ste- 
phens, who  had  put  up  the  seed  capi- 
tal for  Systematics  in  1968  and  re- 
mained its  largest  shareholder,  re- 
fused to  sell  his  shares  to  anyone  but 
Alltel.  Today,  his  firm's  10%  stake  in 
Alltel,  worth  $330  million,  makes  it 
the  largest  holder. 

Like  most  phone  companies,  Alltel 
has  had  the  diversification  bug  be- 
cause growth  in  its  core  business  has 
been  slowing.  The  biggest  source  of 
revenue  for  any  phone  company  is 
access  charges.  These  are  the  charges 
long-distance  providers  and  consum 
ers  p;y  for  the  right  to  use  a  local 
phone  network.  The  problem  for  a 
company  like  Alltel  is  that  access 
charges,  which  amounted  lo  S35S 
million  last  year  for  Alltel,  will  likely 
keep  shrinking,  as  regulators  appiv 
political  pressure  and  as  new  technol 
og)'  lets  long-distance  custtimers  by- 


pass the  local  network  (Forbks,  Mar. 
18,  1991). 

Despite  the  slow  grow  th  in  its  basic 
utility  business,  .\lltel  keeps  investing 
there.  It  has  spent  some  S90  million 
cner  the  last  year  buying  shares  in 
local  telephone  companies.  It  spent 
$270  million  installing  things  like 
digital  switches  and  fiber  optics.  The 
payback  will  come  in  increased  etti 
ciencies,  not  in  vast  amounts  of  new 
business. 

Alltel's  big  Bell  cousins  aim  toengi 
neer  some  earnings  growth  by  con 
vincing  rate  authorities  to  switch  from 
rate  of  return  regulatit>n  to  a  mt>rc 
flexible  "incentive"  system  in  which 
customers  Ani.\  investors  would  share 
the  benefits  i>fct>st  cutting  measures, 
such  as  cutting  the  payroll.  Hut  .\lltcl 
isn't  much  interested  in  this  regula 
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Mitel's  Joe  Ford  in  computer  center  at  Systematics 

Message  to  banks:  We'll  take  a  big  liability  off  your  hands— your  computer  depart- 
ment payroll. 


tory  change.  It  doesn't  think  it  would 
gain  much,  because  it  is  already  lean: 
Staff  at  the  Little  Rock  headquarters 
consists  of  46  people  out  of  1 1 ,400 
total  employees. 

In  diversifying,  Alltel  has  mixed 
some  Arkansas  shrewdness  with  a 
sharp  eye  on  the  fijture.  Other  phone 
companies  have  borrowed  heavily  to 
buy  cellular  properties  in  big  cities. 
Instead,  Alltel  horse-traded  some  of 
the  original  licenses  its  phone  subsid- 
iaries received  as  the  l(Kal  serxice  pro- 
vider to  accumulate  positions  in  bet- 
ter markets.  It  traded  out  of  Rust  Belt 
cities  like  Youngstown  and  Steuben - 
ville,  Ohio,  and  Wheeling,  W.  Va.  to 
get  bigger  chunks  of  partnerships  in 
growing  Sunbelt  cities  such  as  Augus- 
ta and  Savannah,  Ga.  and  Charlotte, 
N.C.  Cellular  is  still  small— only  $75 


million  in  revenues  this  year.  But  the 
business  is  growing  at  a  rate  of  80% 
this  year  and  has  just  turned  its  first 
operating  profit. 

The  cellular  strategy'  has  left  more 
cash  for  other  investments.  In  the 
mid-1980s  Alltel  bought  into  a 
1,200-mile  long-distance  fiber  net- 
work in  Florida  called  Microtel.  The 
Florida  carrier  merged  to  become  part 
of  a  fast-growing,  regional  long-dis- 
tance company  called  Advanced  Tele- 
communications Corp.  AlltePs  26% 
share  in  the  public  company  is  worth 
$100  million,  a  nice  return  on  an 
estimated  $10  million  investment. 

Some  investments  have  done  better 
than  others.  Alltel  bought  an  outfit 
that  provides  phone  and  cable  TV 
service — on  separate  wires — to  resi- 
dents of  the  Navajo  reservation  in 


New  Mexico.  The  company  also 
picked  up  a  piece  of  Comdial  Corp.,  a 
manufacturer  of  telephones.  Howev- 
er, the  Comdial  stock  is  on  the  block. 
Then  there  is  Systematics.  Nesded 
on  a  handsomely  landscaped  46-acre 
site  in  Little  Rock,  Systematics  has  for 
24  years  been  quiedy  building  a  busi- 
ness of  running  data-processing  oper- 
ations for  banks.  The  competition  is 
mostly  KDS — the  computer  unit  of 
General  Motors — and  IBM,  yet  Sys- 
tematics has  managed  to  accumulate 
1 ,000  customers,  including  Manufac- 
turers Hanover,  Republic  National 
Bank  and  California  Federal  Savings 
&  Loan.  Sales  are  growing  at  around 
50%  a  year  and  will  approach  $400 
million  this  year. 

Systematics  is  benefiting  from  tur- 
moil in  the  banking  and  thrift  indus- 
try. When  it  gets  a  contract  to  run  a 
bank's  computer  operations,  it  buys 
the  bank's  computers,  and  it  shifts 
some,  but  not  all,  of  the  bank's  data- 
processing  employees  to  its  own  pay- 
roll. Typically,  it  costs  Systematics  at 
least  20%  less  to  manage  an  operation 
than  it  costs  the  bank  to  do  the  job 
itself.  That  leaves  a  nice  margin  for 
Alltel  to  make  a  buck  and  for  the  bank 
to  save  a  buck. 

In  the  last  nvo  years  Systematics' 
backlog  of  signed  contracts  has  tri- 
pled from  $500  million  to  $1.5  bil- 
lion. Systematics'  edge  here  is  its  own 
homemade  softAvare,  which  lets  banks 
do  everN'thing  from  open  a  checking 
account  to  create  new  products  like 
certificates  of  deposit.  IBM  is  a  big 
competitor  when  it  comes  to  running 
bank  computers,  but  it  uses  software 
from  Hogan  Systems. 

"We  see  communications  and 
computers  continuing  to  converge," 
says  Joe  Ford,  explaining  the  reason- 
ing behind  the  Systematics  acquisi- 
tion. "We  are  moving  information, 
they  [Systematics]  are  moving  infor- 
mation, and  I  thought  there  would  be 
some  synergies  there.  It's  worked  out 
that  way." 

Systematics  accounts  for  only  22% 
of  Alltel  revenues  and  12%  of  earn- 
ings. "But  a  few  years  out,  Systemat- 
ics could  be  as  big  as  or  bigger  than 
the  phone  company,"  says  JtKl  Gross 
of  Donaldson  Lutkin  &  Jcnrctte. 
Gross  thinks  Alltel  has  stolen  a  march 
on  the  Bell  family  and  that  Alltel  has  a 
good  chance  t)f  staying  ahead.        ^ 
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What's  the  best  way  to  play  the  troubled  thrift  industry? 
Try  making  a  $100  deposit  in  a  mutual  savings 
association. 


Bargains 


By  Matthew  Schifrin 

While  the  public  focused  on  the  mas- 
sive government  bailout  of  savings 
and  loans,  a  fortunate  few  were  clean- 
ing up  in  stocks  of  healthy  savings  and 
loans  that  recently  converted  from 
mutual  to  stock  ownership. 

When  a  thrift  converts  and  its 
shares  rise,  its  depositors  win.  That's 
because,  when  a  thrift  goes  public,  it 
generally  offers  the  shares  first  to  its 
own  depositors  and  its  management. 

"Right  now,  the  euphoria  and  in- 
terest in  conversions  is  at  a  peak  that 
I've  never  seen,"  says  Matthew  Lin- 
denbaum,  a  New  Jersey- based  hedge 
fiind  manager  specializing  in  banks 
and  thrifts.  Information  compiled  by 
James  Marks  of  snl  Securities  in 
Charlottesville,  Va.  backs  up  Linden- 
baum's  observation:  There  have  been 
45  conversions  since  July  1990; 
among  the  widely  traded  issues,  the 
average  is  up  67%,  compared  with 
10%  for  the  thrift  stocks  overall  and 
9%  for  the  s&p  500. 

These  results  mask  even  more  spec- 
tacular results  among  the  top  per- 
formers, many  of  which  climbed  as 
much  as  50%  during  the  first  month  of 
trading.  Lynbrook,  N.Y.'s  Jamaica 
Savings  Bank  converted  in  June  1990; 
it  is  up  90%.  Mississippi's  Magna  Ban- 
corp came  public  at  24%  of  book  value 
in  March  1991;  it's  up  nearly  150%. 
Chicago's  Cragin  Financial  has 
climbed  over  105%  in  less  than  three 
months  (see  top  table). 

What's  behind  these  sharp  nmups? 
Almost  all  of  the  recent  conversions 
involve  healthy,  well -capitalized 
thrifts  that  decided  to  go  public  at 
relatively  low  prices.  Their  shares 
were  almost  guaranteed  to  rise.  They 
were  sold  to  the  public  at  30%  to  40% 
of  pro  forma  book  value,  whereas 
similar  quality  thrifts  trade  for  around 
66%  of  book  value.  Moreover,  many 
thrifts  institute  stock  buyback  and 


dividend  plans  soon  after  converting. 
Why  are  the  new  offerings  so  un- 
derpriced?  They  have  to  be.  A  lot  of 
folks  remember  what  happened  when 
many  thrifts  went  public  in  1986  and 
1987.  Back  then  regulators  let  shaky 
savings  and  loans  dress  up  their  finan- 
cial statements  and,  thus  made  pre- 
sentable, foist  billions  of  dollars  of 


overpriced  shares  on  their  depositors. 
Those  who  bought  such  shares — in 
Anchor  Savings,  Meritor  Financial, 
Empire  of  America  and  Royal  Palm 
Savings — subsequendy  saw  their 
shares  plunge,  sometimes  all  the  way 
to  zero. 

That  debacle  made  investors  wary. 

But  this  time  it  is  healthv  thrifts  that 


Recent  converts 

Thrift 

Assets 
($mil) 

IPO  date 

Offer  price/ 
t)ook  value 

Price 
change 

Cragin  Financial,  III 
NS  Bancorp,  III 
Magna  Bancorp,  Miss 
FedFirst  Bancshares,  NC 
First  FSB,  Smyrna,  Fla 

$2,559 

1,327 

982 

391 

282 

6/6/91 

12/19/90 

3/8/91 

3/27/91 

7/2/91 

37% 

40 

24 

40 

50 

105% 

110 

141 

63 

21 

Source:  SNL  Securities,  Va. 

Lucky  depositors  who  invested  in  these  conversions  were 
almost  guaranteed  to  profit  because  of  low  offering  prices. 
But  the  most  recent  convert,  First  FSB  of  Smyrna,  Fla.,  was 
priced  higher  and  is  up  the  least.  Prices  may  be  heating  up. 


Ready  for  conversion 

Thrift 

Assets 
($mil) 

Tangible  equity/ 
assets 

Nonperforming 
loans/assets 

Return  on 
assets 

Albany  Savings,  Albany,  NY 
Bell  Federal,  Chicago 
Century  Federal,  Pasadena,  Calif 
Liberty  Federal,  Chicago 
Calumet  Federal,  Chicago 
Security  Federal,  Chicago 

Source:  SNL  Securities.  Va. 

$2,136 

1,897 

1.027 

434 

411 

212 

7.10% 

8.14 

3.98 

8.03 

8.52 

9.44 

0.65% 

0.45 

0.58 

0.16 

1.57 

5.39 

0.53 
1.00 
0.17 
0.62 
0.96 
0.91 

These  thrifts  are  all  well  capitalized,  but  Chicago's 
Security  Federal  has  a  relatively  high  perceirtage 
of  nonperforming  loans.  Compare  prices  with  those  of 
publicly  traded  thrifts. 
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are  going  public.  Since  they  are  selling 
to  their  own  depositors,  and  aren't 
desperate  for  capital,  the  recently 
public  thrifts  have  no  incentive  to 
price  their  shares  richly. 

And  there's  another  reason  for  the 
bargain  prices:  Generally,  manage- 
ment is  given  restricted  stock  as  well  as 
options  to  acquire  stock  at  the  offer- 
ing price;  if  the  price  then  rises,  man- 
agement gets  a  fast  payoff.  When  $2.5 
billion  (assets)  Cragin  Financial  sold 
stock  to  depositors  on  June  6,  1991, 
its  62-year-old  chief  executive,  Adam 
Jahns,  gained  a  $3  million  paper  profit 
in  the  first  month.  Since  then,  he's  up 
another  $2.2  million,  and  other  offi- 
cers and  directors  of  Cragin  are  $23 
million  richer. 

Cragin  is  no  rare  case.  The  chief 
executive  of  Illinois'  N.S.  Bancorp, 
Henry  Smogolski,  is  up  $4  million  in 
less  than  a  year,  and  Jamaica  Savings' 
chief.  Park  Adikes,  has  a  gain  of  $4 
million  since  June  1990. 

More  conversions  are  in  the  offing. 
That's  good  news  to  investment  firms 
like  Great  Neck,  N.Y.'s  Adams  Cohen 
and  Raleigh,  N.C.'s  Trident  Finan- 
cial. These  reap  sizable  fees  helping 
thrifts  organize  conversions.  At  least  a 
dozen  more  should  convert  by  year- 
end,  mosdy  in  the  Midwest  and 
Southeast  (see  bottom  table). 

Want  a  piece  of  the  action?  It's  easy 
to  get.  Just  be  a  depositor  at  a  mutual 
savings  bank  or  savings  and  loan  be- 
fore it  decides  to  convert.  Some  smart 
investors  mail  $100  deposits  to  vari- 
ous mutual  savings  and  loans  that  they 
think  will  eventually  convert  to  stock 
ownership.  Jerome  Davis,  a  Connect- 
icut-based investor,  has  been  highly 
successftil  using  this  strategy  and  cur- 
rently has  13D  filings  in  three  thrifts 
that  converted. 

But  now  many  thrifts  are  rejecting 
mail-in  deposits.  Some  are  even  giving 
strangers  who  walk  in  with  a  deposit  a 
hard  time.  "Recently,  I  was  in  Chicago 
making  deposits,  and  eight  of  ten 
thrifts  didn't  want  my  money,"  says 
New  Jersey's  Lindenbaum. 

But  stranger  or  homctowner,  be 
carefijl.  If  the  demand  for  s&i.  conver- 
sions remains  high,  you  can  expect 
new  offerings  at  prices  that  will  not  be 
bargains:  It's  simple  supply  and  de- 
mand. So  don't  pay  over  60%  of  book 
value,  either  for  original  offerings  or 
in  the  aftermarkct.  Hi 


Here's  an  $8  billion  industry  that  was 
generally  overlooked  until  Briton  Neville  Buch 
caught  on  to  the  potential.  Now  Buch  and 
a  competitor  have  a  huge  head  start. 

The  exhibition 

industry: 

a  well-kept  secret 


By  John  Marcom  Jr. 

Of  every  dollar  paid  by  exhibitors 
and  visitors  at  the  Networld  computer 
marketing  show  in  Dallas  this  Octo- 
ber, about  2  cents  goes  to  the  munici- 
pally owned  convention  center  where 
it  is  staged.  Where  does  the  other  98 
cents  go?  To  a  London- based  trade 
show  organizer,  Blenheim  Group  Pic. 
After  paying  promotional  and  staffing 
expenses,  but  before  its  own  home- 
office  overhead,  Blenheim  makes  a 
gross  profit  margin  on  this  show  of 


about  75%,  or  $6  million. 

Not  bad  business.  And  don't  worry 
about  Dallas.  It  makes  its  cut  from  the 
hotel,  restaurant  and  other  spending 
that  the  event  brings  to  town. 

Welcome  to  the  world  of  trade 
exhibitions.  Organizers  such  as  Blen- 
heim justify  such  a  markup  because 
trade  shows  deliver  face-to-face  an 
audience  that  is,  by  definition,  inter- 
ested in  the  subject.  It  is  precise  and 
economical  narrowcasting.  A  typical 


Philip  Soar  and  Neville  Buch  at  one  of  Blenheim's  U.K.  shows 

Most  exhibitions  liave  proved  comfortingly  recession-resistant. 
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320- square -foot  stand  at  a  show  like 
Networld  nins  about  $10,000.  That 
outlay  gains  exposure  to  as  many  as 
30,000  high-potential  customers. 

Having  acquired  some  250  trade 
shows  in  1 1  countries  since  1980, 
Blenheim  now  reckons  itself  to  be  the 
world's  largest  trade  show  organizer. 
It  got  that  way  by  buying  individual 
shows.  Example:  In  July  Blenheim 
paid  Jewelers  of  America  Inc.,  an  in- 
dustry group,  $36.5  million  for  its 
semiannual  New  York  fairs.  The  price 
is  about  seven  times  the  anticipated 
profit  from  July's  and  this  coming 
January's  shows.  "The  concept  of 
buying  these  shows  didn't  enter  any- 


even  in  lean  times,  because  dropping 
out  of  a  show  loses  an  exhibitor  prime 
floor  positions  gained  by  seniorit\'. 
Attendance  has  also  held  up.  Some 
72,000  paid  to  attend  Blenheim's  lat- 
est three -day  Pc:  Expo  at  New  York's 
Javits  Convention  Center  in  June,  up 
from  50,000  last  year,  despite  the 
supposed  slowdown  in  PC  purchases. 
Profits,  similarly,  remain  robust. 
For  the  year  ended  in  August,  Blen- 
heim is  expected  to  report  a  29% 
increase  in  pretax  income,  to  $46 
million.  Its  revenue  jumped  an  esti- 
mated 36%,  to  $210  million.  After 
nearly  doubling  this  year,  Blenheim's 
recent  share  price  (£3.53)  stands  at 


June's  PC  Expo 
in  New  York 
Computer  mak- 
ers and  software 
companies  like 
the  face-to-face 
contacts. 


one  else's  mind,"  marvels  Neville 
Buch,  45,  Blenheim's  chairman. 

In  October  alone,  Blenheim  will 
mount  ten  other  shows  besides 
Networld,  including  a  Unix-focused 
computer  show  in  New  York,  a  major 
hotel  equipment  show  in  Paris,  a  fit- 
ness equipment  show  in  Basel  and  a 
gift  fair  in  Wiesbaden. 

Blenheim  avoids  consumer  shows, 
preferring  the  stability  of  big  industry 
fairs,  which  can  be  had  for  surprisingly 
little.  Sometimes  the  deal  is  sweet- 
ened by  cash  as  well  as  by  Blenheim's 
shares,  or  by  paying  the  key  trade 
association  a  royalty  (3%  in  the  jewelr>' 
fair's  case),  promoting  continued 
friendly  links  with  the  industry'. 

Space  booked  at  trade  shows  has 
proved  to  be  remarkably  resistant  to 
the  recent  recession.  Stand  space  has, 
in  any  case,  to  be  jMcbooked  in  some 
cases  a  year  or  more  ahead.  Kegular 
exhibitors  are  reluctant  to  stay  away 


about  17  times  its  latest  earnings. 

Blenheim  is  not  the  sole  beneficiary 
of  the  trade  show  boom.  The  only 
major  media  multinational  involved 
in  trade  show  organization,  British 
publisher  Reed  International  Pic. 
(Forbes,  Oct.  29, 1990).,  says  its  oper- 
ating profit  from  its  263  exhibitions 
increased  22%  in  the  year  ended  Mar. 
31 .  'T've  been  in  this  business  for  2d) 
years,  and  I've  always  said  we're  the 
best-kept  secret  around,"  says  Phil 
Ullo,  head  of  Reed's  Newton,  Mass.- 
based  exhibition  unit.  Reed's  Nep- 
con,  an  electronics  manufacturing 
show  that  began  in  Anaheim,  C\\lif ,  is 
now  mounted  18  times  at  regular 
inter\'als  in  12  countries. 

The  "best  kept  secret"  hasn't  been 
kept  from  cver\'one.  William  /iff,  the 
U.S.  computer  magazine  publisher 
(FoRRFS,  June  10),  bought  m\  11% 
stake  in  Blenheim  from  a  disatfected 
former  asscKiate  of  Buch.  A  unit  of 


France's  Cie.  Generale  des  Eaux  also 
holds  a  12%  stake  in  Blenheim.  Buch 
himself  holds  another  6%  of  the  equi- 
ty', worth  about  S31  million. 

Well-established  shows  are  like 
money  in  the  bank.  For  example, 
Blenheim's  marketing  expenses  for 
Batimat,  France's  biggest  trade  show 
and  the  largest  construction  industry 
gathering  in  the  world,  are  minimal. 
Exhibitors  renew  their  contracts  just 
after  one  show  for  the  next,  or  their 
space  goes  to  one  of  700  waiting 
companies.  The  next  Batimat,  in  No- 
vember, will  rank  as  Blenheim's  big- 
gest single  show,  with  3,700  exhibi- 
tors and  600,000  visitors. 

Blenheim  benefits  not  only  from 
money  spent  on  the  shows  but  also 
from  money  spent  by  those  attending. 
It  will  get  $12  million  in  the  U.S.  this 
year  from  commissions  from  booking 
hotel  rooms  and  air  tickets  for  attend- 
ees and  exhibitors.  And  there  are  ad- 
vertisement sales  from  exhibition  di- 
rectories. A  controlled-circulation 
trade  magazine.  Bobbin,  has  been 
spun  out  of  an  Atlanta  textile  machin- 
ery show  acquired  by  Blenheim. 

Blenheim  Managing  Director  Phil 
ip  Soar  would  like  to  pr\'  loose  more 
shows  from  trade  groups;  24  of  the  40 
biggest  shows  in  the  U.S.  are  still  in 
the  hands  of  trade  associations.  Reed, 
too,  is  interested  in  expanding.  Nei- 
ther company,  however,  seems  eager 
to  buy  one  of  the  top  three  U.S.  trade 
show  organizers.  Interface  Group, 
which  is  rumored  to  be  for  sale  for  a 
stift  price  of  more  than  $350  million. 

Will  the  juicy  margins  attract  com- 
petition and  drive  down  the  fat  profits 
Blenheim  and  Reed  reap?  It  could 
happen,  but  for  now  these  two  have  a 
tremendous  head  start  on  organizing 
an  $8  billion  (just  in  the  U.S.)  indus- 
try' that  is  still  highly  fragmented. 

Given  the  high  and  seemingly  fool- 
proof margins,  it  is  a  little  surj^rising 
that  there  hasn't  been  more  play.  But 
maybe  investors  sec  a  parallel  IxTvvcen 
Blenheim's  acquisition  led  growth 
And  the  dazzling  early  days  of  Saatchi 
&:  Saatchi  Co.  and  a  luvst  t)f  other  now 
scorned  British  service  businesses. 
Buch  vow  s  to  have  learned  frtim  their 
mistakes.  His  biggest  advantage  is 
probably  that  so  few  tnhersseeni  (yet) 
to  have  caught  on  to  the  money  to  be 
made  tron\  trade  slu>ws.  But  when 
thcv  do?  ■■ 
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Over  the  vears,  we've 


provided  people  with 


something  very  rare.  Peace  of 


mind.  Financial  protection 


for  families.  Employees.  And 


iimovative  ways  to  help  people 


get  back  on  their  feet. 


That's  whv  ITT  Hartford 


has  become  one  of  the 


leading  insurance  companies  in 


the  world.  There  are  nine 


businesses  in  ITT.  This  is  the 


one  that  helps  protect  you. 


ITT  HARTFORD 


>K('(IK  .Ul(i\ 


%u  can  bet  that  5  yea 
thrust  levels  will  go  down  ar 


You'll  find  better  odds  in  Monte  Carlo. 
The  reality  is,  tomorrow  will  look  a  lot  like 
today — only  harsher 

The  GE90  was  specifically  designed  to  let 
you  face  the  fiiture  with  confidence.  Low 
noise  levels  increase  your  landing  options. 
Reduced  emissions  let  the  world— and  you— 
breathe  easier  Improved  SFC  fiaels  your 
bottom  line. 

And  high  thrust  capability— designed-in 
ft'om  day  one— means  this  is  an  engine  that 
grows  with  you.  Comfortably  Through  every 
version  of  the  new  widebody  twins. 

The  choice  is  yours.  You  can  bet  your 
future  on  wishful  thinking. 

Or  you  can  buy 
this  engine. 


GE  Aircraft  Engines 

Keeping  the  Promise 


om  now  oil  will  be  cheap, 
iliability  worit  be  an  issue. 
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Beingbmlt  in  conjunction  with  SNECMA  of  France,  IHI  of  Japan  andFiatAvio  of  Italy. 


Freed  from  the  grip  of  central  planners,  Soviet 
enterprises  are  dumping  raw  materials  in  the  West. 
Result:  plunging  prices  in  titanium, 
aluminum  and  other  metals. 

Heavy  metal 


By  Peter  Fuhrman 

As  THE  planned  economy  of  the  Sovi- 
et Union  fell  apart  earlier  this  year, 
both  military  and  civil  enterprises  in 
that  country  began  what  looks  like  a 
going-out-of-business  sale.  Individ- 
ual enterprises  and  factories  have  been 
selling  to  the  West  thousands  of  tons 
of  stockpiled  strategic  commodity 
metals  like  titanium,  uranium,  alumi- 
num, nickel  and  manganese. 

Metal  traders  in  London,  where 
much  of  the  international  metals 
trade  is  brokered,  tell  of  tons  of  rhodi- 
um being  flown  out  to  Switzerland, 
5,000  tons  of  titanium  ingot  offered 
by  a  traveling  Soviet  salesman,  ship- 
loads of  nickel  being  bartered  for 
televisions  and  computers. 

The  most  immediate  impact  of  the 
selloff,  not  surprisingly,  has  been 
steep  falls  in  the  world  prices  of  those 
commodities  being  sold  by  the  Sovi- 
ets (see  chart).  No  matter  the  price, 
the  Soviets  are  racking  up  dollar  prof- 
its on  inventories  paid  for  with  rubles. 

The  Soviet  enterprises  are  able  to 
unload  the  stuff  because  a  change  last 
year  in  the  law  permits  them  to  keep 


part  of  the  hard  currency  from  such 
sales  to  the  West.  Many  of  the  sellers 
have  little  use  for  the  raw  materials 
they  are  selling.  Some  of  it  was  hoard- 
ed by  them  in  the  past,  because,  under 
commmunism,  managers  never  knew 
where  their  next  shipment  was  com- 
ing from.  Some  comes  from  now 
shuttered  or  slowed  down  militar)' 
production  lines.  The  clear  signal: 
Liquidate  inventory  now  because  to- 
morrow it  might  not  be  yours  to  sell. 
The  new  republican  governments 
might  claim  it.  Boris  Yeltsin,  who  has 
claimed  legal  title  over  the  Russian 
republic's  mineral  resources,  has  not 
yet  moved  to  gain  control  of  sales 
from  the  mines  and  stockpiles,  but  it  is 
only  a  question  of  time. 

The  end  of  Soviet  centralism  is 
worse  news  for  one  of  the  capitalist 
world's  most  disreputable  figures,  fij- 
gitive  from  U.S.  justice  Marc  Rich. 
Wanted  on  criminal  tax-evasion 
charges.  Rich  has  enjoyed  a  lock  on 
Soviet  nickel  sales.  It  is  doubttlil  the 
new  Russian  republic  will  permit  him 
to  keep  it. 


No  reasonable  offer  refused 

Uranium        Nickel       Aluminum     Titanium       Rhodium 


25.8% 


'ercent  change  fronn 
first-quarter  peak 
to  most  recent  price 


Source-  DatasUeaix):  Nuexco 


Months  before  the  failed  Au- 
gust coup,  Soviet  enterprises 
began  anticipating  the  break- 
down of  central  planning  and 
a  shutdown  in  Soviet  weap- 
ons manufacture  by  selling 
vast  quantities  of  strategic 
metals  to  the  West.  The  re- 
sult: Metal  prices  have 
tanked,  bringing  relief  to 
Western  inflation  rates,  but 
pain  for  many  Western  mining 
and  smelting  companies, 
some  of  which  may  have  to 
close. 


-49.6% 


The  main  drawback  for  the  Soviet 
sellers  is  product  qualit)'.  As  an  exam- 
ple, huge  lots  of  titanium — used 
mostly  in  aircraft  and  missiles — arc 
being  offered  to  the  West.  The  down- 
turn in  most  military'  spending  in  the 
Soviet  Union  has  left  defense  factories 
awash  in  the  metal,  none  of  it,  howev- 
er, certified  up  to  the  standards  re- 
quired by  major  users  like  Boeing, 
General  Electric  and  Rolls-Royce. 
The  Soviets  are  having  to  sell  their 
titanium  as  an  alloying  element  in 
stainless  steel  manufacture,  where  the 
market  is  smaller  and  prices  lower. 

Similarly,  virtually  none  of  the  So- 
viet aluminum  that  has  come  onto 
Western  markets  this  year  meets  puri- 
t\'  levels  required  for  sale  on  the  Lon- 
don Metal  Exchange.  Soviet  alumi- 
num (around  500,000  tons,  equal  to 
6%  of  total  Western  consumption  so 
far  this  year)  is  instead  going  cheap  to 
manufacturers  of  construction  mate- 
rials or  castings  for  automobiles.  They 
beef  up  its  qualit}'  by  mi.xing  it  with 
higher-grade  Western  aluminum,  a 
cheaper  approach  than  buying  all 
first-class  metal.  Who  loses?  Alumi- 
num companies  in  Austria,  Italy,  Ger- 
many and  Switzerland,  \\here  pro- 
duction costs  are  higher  than  the  pre 
sent  selling  price;  cutbacks  and 
closures  are  likeh'. 

In  uranium,  U.S.  suppliers  are  feel 
ing  the  heat.  In  just  rv\o  years  Soviet 
sales  of  both  priman.-  uranium  and  its 
enriched  isotope  have  risen  from  tri 
fling  amounts  to  close  to  K^  million 
pounds  this  year.  That's  equal  to  10'\. 
of  the  total  Western  market.  The  ura 
nium  price  is  near  its  alltime  low  of 
$8.35  a  pound  (close  to  breakeven 
for  many  American  producers).  The 
prospect  is  that  prices  will  tall  ftirthcr 
as  Soviet  nuclear  w  arhcid  prtxluction 
declines,  freeing  more  Soviet  uranium 
for  Western  markets. 

At  a  rt>ugh  guess,  metal  traders  ui 
Li^ndiMi  figure  So\  ict  cnterj">ri.ses  have 
earned  S500  million  so  far  this  year 
selling  their  stivks  of  nickel,  titanium, 
aluminum  and  uranium  to  the  West. 
Now  the  Bear's  threat  to  the  West  has 
switched:  from  menacing  collective 
national  security  ti>  threatening  West 
em  mining  and  smelting  companies' 
profits.  Fi>r  these  companies,  the 
channe  is  uncomfonable.  For  the 
world  as  a  w  hole,  though,  it  can  only 
be  welcomed.  ■■ 
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Marlene  is  The  Soltl  Of 

Concern.  She  Cannot  Sleep 

Well  At  Night  Unless 

She  is  Certain  You  Will. 
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ir  ?i-.i<i(>ns  Mote 


Her  radiant  smile  Lelies  a  steely  determination  —  to  transform  your  room  into  a  Kaven  ot  tranquility  With  pillows  the 
way  you  like  tKem,  FrencK-milled  soaps,  and  stacks  of  thick  tatK  towels,  morning  and  nigkt.  Like  ker  untiring  colleagues  who 
press  your  jacket  witkin  tke  kour,  pohsk  your  skoes  ovemigkt,  and  unfailingly  take  your  pkone  messages,     ^^Jj 
Marlenes  mission  is  to  enkance  yourpersonal  comfort  and,  in  turn,  your  professional  efficiency  the      Ur\t  ir  ^fVmnim 
following  day  Which  makes  a  Four  Seasons  Hotel  tke  kind  of  investment  you  never  lose  sleep  o\'cr.        HOtelS  *  heSOItS 


Two  major  companies  rig  Japan's  movie  business  in 
ways  that  maximize  their  own  comfort  and  minimize 
the  revenues  of  U.S.  movie  producers. 

A  cozy  Japanese 
near  monopoly 


By  Gale  Eisenstodt 

This  spring  Time  Warner  Inc. 
joined  with  Nichii  Co.,  an  Osaka- 
based  retailer  widi  lots  of  real  estate, 
to  build  some  30  multiplex  theaters 
in  the  Japanese  suburbs.  With  6  to 
12  screens  each,  die  new  movie 
houses  will  increase  the  number  of 
screens  in  Japan  by  over  15%.  Other 


U.S.    entertainment   companies   are 
watching  closely. 

Japan  is  a  dream  market  for  mov- 
ieland.  What  with  high  ticket  prices 
($12.50  for  an  adult)  and  an  audi- 
ence receptive  to  Western  films,  Ja- 
pan has  become  the  biggest  foreign 
market  for  U.S.  movies.  In  1990  the 


U.S.  majors  took  in  S236  million  I 
from  film  rentals  in  Japan.  Last  year 
Universal's  Back  to  the  Future  Part 
II  was   Japan's   biggest   box   office 
earner. 

But  Time  Warner  and  other 
Western  film  companies  feel  they 
could  do  much  better.  The  number 
of  screens  in  Japan  has  dwindled 
nearly  every  year  since  1960,  to 
under  2,000.  This  works  out  to 
about  one  movie  screen  for  every 
60,000  Japanese;  the  equivalent  fig- 
ure in  the  U.S.  is  one  for  every 
10,000.  Half  of  Japan's  towns  have 
no  theaters  at  all. 

It  is  not  at  all  easy  for  foreign 
filmmakers  to  get  their  product  into 
the  relatively  small  number  of  the- 
aters that  do  exist.  Two  Japanese 
cinema  companies  control  the  re- 
lease of  most  foreign  films  in  Japan. 
One  is  $1.2  billion  (sales)  Toho 
Co.,  known  in  the  West  for  its 
Godzilla  movies.  The  other  is  $400 


Monopolist  Shochiku's  Central  Theater  in  the  lie,;rt  of  downtown  Tokyo 

Even  wonderful  foreign  films  iilte  Jody  Foster's  "Silence  of  the  Lambs"  are  restricted  in  Ja|>an. 
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Can  Your  Copier  do  This? 


Can  It  send  out  Its  own  distress  signal?  Sumnnon 
maintenance  personnel?  Provide  constant  updates  and  an 
accurate  diagnosis  of  tXDth  actual  and  impending  trouble? 

Atxjve  all,  can  It  keep  you  from  being  left  stranded? 

Ours  can.  Thanks  to  a  revolutionary  bit  of  technology 
called  the  Minolta  S.M.A.R.T  System. 

This  system  links  your  copier  (provided  Its  a  Minolta) 
directly  to  a  PC  in  your  dealers  maintenance  department. 

So  he's  Instantly  alerted  to  any  copier  problem  -  from  a 
simple  paper  jam  to  a  major  snafu.  And  t)etter  equipped  to 
take  swift,  appropriate  action.  Whether  that  means  sending 


out  the  right  tools  and  parts,  or  automatically  scheduling 
preventive  maintenance. 

Youii  find  In  terms  of  convenience,  efficiency  and 
economy,  the  Minolta  S.M.A.R.T  System  can  be  a  real 
ilfesaver.  To  find  out  more  about  It.  call  1-800-9-MiNOLTA. 


COPIERS  AND  FAX  MACHINES 

ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


How  not  to 
finance  films 


On  the  surface,  Japan's 
rigid  and  protective  film 
distribution  system  seems 
to  serve  Japan's  movie  in- 
dustry' well  enough. 
Through  most  of  the  1980s 
Japanese  movies  were 
able  to  maintain  a  market 
share  at  home  of  about 
50%.  In  Britain  and  Germa- 
ny the  figure  is  less  than 
20%.  Even  in  culturally 
chauvinistic  France  the 
ratio  of  home-grown  mov- 
ies is  only  about  35%. 

But  by  sheltering  its 
movies  ft"om  the  rigors  of 
the  marketplace,  Japan's 
majors  are  ensuring  the  in- 
dustr>''s  inevitable  de- 
cline. Last  year  Japan's 
films  took  only  40%  of  the 
domestic  box  oflSce,  and 
the  number  of  theaters 
devoted  to  Japanese  movies 
has  sharply  declined. 
Since  1989  total  box  office 
receipts  for  Japanese 
movies  have  trended  down- 
ward, while  box  office  re- 
ceipts for  Western  movies 
are  on  the  rise. 

To  reduce  the  risks  of 
flops,  Japan's  major  film 
companies — Toho  Co., 
Shochiku  Co.,  Toei  Co. — 
use  a  film  financing  trick 
that  is  fiirther  reducing  the 


quality'  of  Japanese  films. 
Producers  maximize  reve- 
nues for  their  films  by 
getting  big  corporate  back- 
ers to  invest  in  a  movie 
and  then  sell  tickets  in  ad- 
vance to  their  employees 
and  clients.  For  example,  a 
recent  film  released  by 
Toei  called  Heaven  and 
Earth,  a  samurai  epic,  was 
backed  by  some  40  compa- 
nies, which  were  able  to 
presell  4  million  tickets — a 
huge  number  by  Japanese 
standards. 

The  Japanese  notion  of 
^iri,  or  obligation,  encour- 
ages people  to  buy  tick- 
ets, even  if  they  have  no  in- 
terest in  seeing  the  film. 


But  the  results  are  often 
perverse.  "The  theaters 
are  empty,"  says  Donald 
Richie,  a  film  critic  based 
in  Tok\'o,  "but  on  the 
books  the  film  is  a  finan- 
cial success." 

This  system  of  financ- 
ing films  that  no  one  wants 
to  see  is  \\idespread.  Says 
one  ftustrated  producer: 
"You  go  to  Shochiku  or 
Toho  with  an  idea  for  a 
film,  and  the  first  thing 
they  ask  is  whether  you 
have  investors  to  buy 
tickets." 

The  three  big  distribu- 
tors that  control  most  of 
the  theaters  are  only  in- 
terested in  the  tried  and 


true.  The  result  is  a  steady 
diet  of  formula  films — 
movies  about  cute  ani- 
mals, gangsters,  and  car- 
toons. This  is  a  far  cry 
from  the  days  when  Japan's 
Akira  Kurosawa  pro- 
duced his  internationally 
acclaimed  Rashomon, 
Seven  Samurai  and  Ikiru, 
and  when  Yasujiro  Ozu 
brought  us  Tokyo  Story  and 
Late  Spring. 

Some  Japanese  pro- 
ducers, out  of  fiojstration, 
are  opening  their  own 
theaters.  If  there  is  a  turn- 
around in  Japan's  film  in- 
dustry', it  is  likely  to  come 
fi-om  these  entrepreneur- 
ial independents.  -G.E.  ^M 


m 


A  scene  from 
Akira  Kurosawa's 
"Dreams" 
Ararity 
in  today's 
Japanese  diet 
of  cartoons 
and  movies 
about  gangsters 
and  cute 
animals. 


million  (sales)  Shochiku  Co.,  Ja- 
pan's oldest  film  producer. 

Both  companies  own  theaters  and 
distribute  movies  and,  in  addition, 
do  some  producing.  A  third  film 
company,  Toei  Co.,  works  with 
Shochiku  to  release  foreign  films. 

Toho  and  Shochiku  exert  nearly 
total  control  over  the  release  of  all 
foreign  movies  in  Japan,  together 
with  Toei,  and  over  the  majority  of 
Japanese  films  as  well.  Thanks  to  Ja- 
pan's weak  antitrust  laws,  they  are 
able  to  reser\c  theaters  nationwide 
for    Japanese    movies    and    fix    the 


length  of  the  runs  of  their  own  mov- 
ies, even  if  they're  unpopular.  If  inde- 
pendently owned  theaters  in  the  ma- 
jor markets  want  access  to  the  first 
run  foreign  movies  or  films  produced 
or  distributed  by  Toho  or  Shochiku, 
they  must  agree  to  run  everything  the 
company  picks;  it's  similar  to  the  kind 
of  block  booking  outlawed  in  the 
U.S.  decades  ago. 

So  U.S.  distributors  can't  aftord 
to  offend  these  quasi  monopoly 
companies.  Says  Jean  I.ouis  Rubin, 
until  recently  head  of  Iwentieth 
Century  Fox's  international  division 


and  now  with  Largo  Entertainment: 
"If  you  get  into  a  fight  with  one 
company,  then  you  are  stuck  with 
the  other." 

And  if  a  foreign  film  company  were 
to  deal  directly  with  an  urban  inde- 
pendent Japanese  theater  owner? 
fc^ho  otficials  say  they  wouldn't  re- 
taliate against  a  company  that  did 
that.  Believe  that  if  yi>u  will.  Sa\-s  the 
head  of  one  big  foreign  distributor. 
"We  would  like  to  deal  with  exhibi 
ttirs  direct Iv,  but  we  can't  because 
roht>  might  sti>p  dealing  with  us  or 
we   might   Ix*   stuck  in  second -run 
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theaters. 

Right  now  at  least  600  cinemas — 
nearly  a  third  of  all  screens — are  re- 
scned  solely  for  Japanese  films  gen- 
erally produced  and/or  distributed 
by  foho,  Shochiku  and  Toci. 

U.S.  studios  can  show  their  pro- 
ductions through  Toho- affiliated 
theaters  or  Shochiku -affiliated  the- 
aters, but  never  both.  Thus,  even  a 
vildly  popular  foreign  film  like  Back 
:o  the  Future  Pan  II  will  open  at  a 
naximum  of  8  theaters  in  Tokyo 
pop.  12  million)  and  160  through- 
out Japan.  ''With  a  big  mo\ie,  you 
would  want  20  theaters  in  Tokyo," 
says  Shigeru  Musha,  president  of 
United  International  Pictures  (Far 
East),  the  overseas  distributor  for 
Paramount,  Universal  and  MGM. 

Even  Sony  Corp.,  which  bought 
Columbia  Pictures,  and  Matsushita, 
which  ow  ns  MCA,  are  at  the  merq,'  of 
Toho  and  Shochiku.  Since  1984 
Sony  has  opened  some  42  tiny  video 
theaters,  each  with  about  100  seats. 
These  video  theaters  show  mostly- 
Japanese  movies,  because  they  do 
not  want  to  do  business  on  the  near 
monopolists'  terms  for  Holh-wood 
product.  "If  we  joined  Toho's  cir- 


cuit, we  would  have  to  show  the 
movies  that  Toho  picks,"  says  To- 
mio  Maehara,  a  senior  managing 
director  at  Sony's  \ideo  theater  firm. 
Presumably,  Sony  could  yank  its 
Columbia  films  fi-om  Toho  or  Sho- 
chiku but  it  would  lose  more  than  it 
would  gain. 

Matsushita,  in  the  meantime,  is 
working  closely  with  Shochiku  to 
open  \ideo  theaters. 

In  its  brave  new  screen-building 
venture.  Time  Warner  is  picking 
spots  where  it  won't  compete  head 
to  head  with  theaters  owned  by 
Toho  and  Shochiku.  You  can't  be 
too  careful  in  crossing  Toho  and 
Shochiku. 

Toho  and  Shochiku  make  no 
apologies  for  their  tactics.  They 
complain  that  the  foreign  distribu- 
tors in  Japan  are  too  strong  already. 
Thev  also  like  to  point  out  that  their 
movie  houses  occupy  valuable  urban 
land  that  could  often  be  put  to  more 
profitable  uses  than  as  moxie  houses. 
Shochiku,  which  still  depends  on 
movies  for  half  its  revenues,  turned  a 
profit  last  year  only  by  selling  off" 
stockholdings.  Shochiku  and  Toho 
are  looking  to  property'  development 


for  growth. 

But  one  of  their  critics.  United 
International  Pictures'  Musha,  ar- 
gues that  with  a  more  flexible  book- 
ing system,  Japan's  box  office  reve- 
nues would  increase  by  around  20%. 
Toho  disagrees.  "We  would  end  up 
taking  each  other's  customers,"  says 
Toshihiko  Ishida,  executive  director 
in  charge  of  exhibition  at  Toho. 
Translation:  We  like  things  the  way 
they  are. 

Japan's  film  business  now  is  a  re- 
plav  of  what  happened  in  the  U.S.  in 
the  1930s  and  1940s,  when  the  Hol- 
IxAN'ood  studios  controlled  about  70% 
of  the  first-run  theaters  in  the  U.S.  In 
the  late  1940s  the  Justice  Depart- 
ment forced  U.S  studios  to  divest 
their  theaters  and  required  distribu- 
tors to  sell  their  films  on  a  theater-by- 
theater,  movie- by- mo\ie  basis.  Only 
in  the  1980s,  after  the  rise  of  televi- 
sion, cable,  vcRs  and  other  compet- 
ing means  of  distributing  films,  did 
Justice  allow  studios  to  purchase  the- 
aters again. 

But  in  Tokyo  antitrust  laws  are 
weak  and  rarely  enforced.  Time 
Warner  will  need  lots  of  luck  in  its 
new  venture.  ^ 


1 .  The  first  mass-produced, 
mass- marketed  PC 

2.  The  first  portable  PC 

3.  The  first  highly-integrated 
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5.  The  first  handwriting 
recognition  pad 
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Water  is  worth  more  in  the  desert  than  on  a  riverbank. 
That's  why  "distribution"  is  a  valuable  economic  activity. 

In  defense  of 
middlemen 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


No  SOONER  HAD  the  euphoria  about 
the  emergence  of  greater  freedom  in 
the  Soviet  Union  begun  to  subside 


than  there  was  a  new  worry^ — about 
how  the  U.S.S.R.  was  going  to  get 
enough  food  to  feed  its  people  during 
the  coming  winter.  It  is  a  serious  prob- 
lem, though  not  insoluble.  However, 
the  real  source  of  the  problem  has  not 
always  been  fully  understood  and  its 
implications  reach  well  beyond  the 
borders  of  the  Soviet  Union. 

As  bad  as  Soviet  agriculture  has 
been,  there  would  still  not  be  nearly  as 
much  of  a  shortage  of  food  there  if  so 
much  of  the  harvest  did  not  spoil,  get 
lost  or  get  eaten  by  rats  before  it  can 
reach  the  consumer.  If  anyone  ever 
doubted  the  importance  of  distribu- 
tion, the  Soviet  Union  is  a  classic 


example  of  what  happens  when  distri- 
bution is  neglected. 

Unfortunately,  many  people  in 
many  countries  have  seen  those  who 
carry  out  the  distribution  process  as 
merely  parasitic  middlemen  who  stand 
between  the  producer  and  the  con- 
sumer, levying  tribute  on  the  goods 
that  pass  through  their  hands.  Marxists 
are  not  the  only  people  who  think  this 
way.  The  medieval  "just  price"  doc- 
trine condemned  those  who  bought  a 
commodity'  and  then  resold  it — 
"whole  and  unchanged" — for  more 
than  they  paid  for  it. 

Physically  changing  the  commod- 
ity would  justify  charging  a  higher 
price,  but  merely  relocating  it  in  space 
and  time  wasn't  regarded  as  changing 
its  value.  The  ban  against  charging 
interest  reflected  the  same  \ision: 
Charging  more  money  than  you  lent 
v^'as  cheating. 

This  physical  fallaq-  has  long  been 
politically  powerful,  though  nonsense 
nevertheless.  A  gallon  of  water  is  ob\i- 
ously  more  valuable  in  a  desert  than  it 
is  along  a  riverbank.  Cash  today  is 
obvioush'  more  valuable  than  a  bond 
that  will  pay  the  same  amount  of 
money  in  20  years.  Buying  on  credit 
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can  enable  a  young  couple  to  raise  a 
family  in  their  own  house,  instead  of 
w  airing  until  they  are  elderly  and  have 
accumulated  enough  money  to  buy  a 
home  for  cash — after  their  children 
are  grown  and  gone. 

Middlemen  who  distribute  goods 
and  provide  credit  have  not  only  been 
unappreciated.  Often  they  have  been 
positively  hated.  Where  the  middleman 
function  has  been  performed  by  an 
ethnically  distinct  group,  such  groups 
have  been  among  the  most  hated  mi- 
norities anywhere.  Other  minorities 
may  be  disdained  and  discriminated 
against,  but  few  have  experienced  the 
centuries  of  animositv',  persecution, 
mob  violence,  mass  expulsions  and 
wholesale  slaughters  which  have  been 
the  fate  of  such  middleman  minorities 
as  the  overseas  Chinese  in  Southeast 
Asia,  the  Jews  in  Eastern  Europe  or  the 
Armenians  in  Turkey. 

All  the  blacks  lynched  in  the  entire 
history  of  the  U.S.  do  not  add  up  to  as 
many  people  as  the  number  of  Chi- 
nese slaughtered  in  one  year  in  18th- 
centurv'  Vietnam  or  in  the  17th-cen- 
turv'  Philippines — and  the  mass  kill- 
ings of  the  Armenians  and  the  Jews  in 
the  20th  centurv'  have  been  manv 


times  greater  than  the  killings  of  the 
Chinese. 

Often  such  groups  have  been  ac- 
cused of  charging  exploitative  prices 
and  usurious  interest.  Yet  it  has  been 
common  for  their  expulsion  to  be 
followed  by  rising  prices,  higher  inter- 
est rates  and  shortages  of  goods. 

Even  when  there  are  no  ethnic 
differences  between  middlemen  and 
their  customers,  their  distributive 
fiinction  puts  traders  under  a  cloud. 
An  economist  who  was  a  prisoner  of 
war  in  Germany  during  World  War  II 
noted  this  social  phenomenon  among 
his  fellow  pows. 

All  the  prisoners  received  the  same 
Red  Cross  packages,  but  difJ'erent  in- 
dividuals had  different  preferences  as 
between  cigarettes  and  chocolate 
bars,  or  between  canned  goods  and 
biscuits.  Some  enterprising  rows  be- 
gan circulating  around  the  prison 
camp,  trading  various  items  back  and 
forth,  and  usually  ending  up  with 
more  of  evervthing  at  the  end  of  the 
day,  while  their  customers  ended  up 
with  a  mixture  of  goods  they  pre- 
ferred to  what  they  had  been  issued  in 
the  Red  Cross  packages. 

Sometimes  the  middlemen  offered 


credit.  Near  the  end  of  the  month,  for 
example,  some  prisoner  might  be  run 
ning  out  of  chocolate  bars.  The  trader 
would  offer  to  lend  him  three  choco- 
late bars,  if  he  would  agree  to  pay  back 
four  chocolate  bars  v^hen  the  next 
month's  Red  Cross  packages  arrived. 

\'irtually  all  the  rows  in  the  camp 
made  use  of  the  services  offered  by 
these  entrepreneurs — who  were  nev- 
ertheless widely  condemned  for  ex- 
ploiting their  fellow  prisoners. 

The  idea  of  "exploitation"  dies 
hard,  because  of  the  assumption  that 
what  is  physically  the  same  is  the  same 
in  value,  and  because  physical  work  in 
producing  a  com  modi  tv'  is  more  easily 
understood  than  the  invisible  en- 
hancement of  value  through  relocat- 
ing goods  in  space  and  time — which  is 
the  fiinction  of  the  middleman. 

The  Soviets  are  not  the  only  ones  to 
suffer  from  the  neglect  of  the  middle- 
man function.  It  has  been  a  tragic  but 
common  sight  in  Third  W^orld  coun- 
tries during  famines  to  see  food  rot- 
ting on  the  docks  in  port  cities  w  hile 
people  are  dving  of  hunger  in  the 
interior.  There  should  be  some  easier 
way  to  learn  the  importance  of  distri- 
bution. ^M 


We're  continually  developing  and  nnarketing  emerging  technologies.  GRiD 
Systenns  is  introducing  the  second  generation  of  pen-based  computers. 
Victor's  mini-towers  feature  removable  hard  drives.  And  our  new  Tandy 
computers  usher  in  the  next  generation  of  PC  technology:  Multimedia. 
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MONEY  MEN 


Here's  a  little  church  that  doesn't  consider 

moneymakingto  be  evil; 

it  has  gotten  itself  into  the  money 

management  business  and  finds 

lots  of  ways  to  do  good 

with  the  profits. 

God  bites 
mammon 


By  Richard  Phalon 

In  a  uni\erse  of  stock  pickers  whose 
touchstones  are  often  such  ephemera 
as  Eliot  \va\es,  volume  reverses  and 
trend  line  analysis,  Gordon  Rollert 
ma\'  be  the  onl\  mone)'  manager 
around  who  can  claim  God  ( or  at  least 
one  of  His  flock)  as  a  limited 
partner. 

This  spring  the  small  (110  voting 
members  i  Pakachoag  United  Church 
of  Christ  in  Auburn,  Mass.  put  up 
S200,000  to  become  a  20%  limited 
partner  in  RoUert's  Boston-based 
Standard  Asset  Group.  Big  Standard 
Asset  isn't;  it  manages  just  570  mil- 
lion for  a  score  of  clients,  including 
the  Auburn  parish  and  its  S5 .5  million 
endowment  ftind.  But  it  sure  is  un- 
usual. Rollert  chuckles:  "We  like  to 
think  we  have  things  going  for  us 
other  managers  don't  have." 

Rollert,  56,  has  been  running  mon- 
ey ever  since  he  cut  his  eyeteeth  as  a 
manager  at  the  old  Eaton  &  Howard 
(now  Eaton  &  Vance)  some  30  years 
ago.  According  to  Callan  Associates, 
which  audits  portfolio  managers,  his 
classic  balanced  portfolio  approach 
(60%  stock/40%  bonds)  has  consis- 
tently pr(Kiuccd  solid  average  annual 
returns  of  12.9%  a  year,  with  compar- 
atively low  risk,  since  Standard's  in 
ceptionin  Januar\'  1987.  That  perfor- 
mance compares  with  the  14.7%  re- 
turn for  the  Standard  &  Ptxjr's  500 
over  the  same  period,  and  it  puts 
Rollert  ahead  of  all  six  of  the  balanced 
mutual  funds  that  this  magazine  re 


cendy  rated  as  "Best  Buys"  (Forbes, 
Sept.  2). 

If  Rollert  has  unusual  partners, 
there  is  nothing  especially  unusual 
about  his  imestment  approach.  Rol- 
lert focuses  on  companies  with  high 
or  rising  returns  on  net  worth.  The 
tN'pical  stock  in  his  portfolio  earned 
over  18%  on  equit\'  over  the  past  two 
decades,  versus  12%  for  the  average 
corporation. 

But  apart  from  this  wrinkle,  Rollert 
follows  a  standard  balanced  ftind  ap- 
proach. WTien  the  value  of  the  stock 
side  of  the  portfolio  gets  a  couple  of 
percentage  points  over  the  60%  mark, 
Rollert  takes  profits  and  reinvests 
them  in  a  bond  list  that  currently 
yields  close  to  9%.  He  tacks  the  other 
way  when  (and  if)  the  \alue  of  the 
bonds  goes  over  40%  of  assets. 

For  the  most  part,  the  stock  side  has 
been  feeding  the  bond  side.  Rollert 
has  been  long  such  familiar  consumer 
and  drug  names  as  PepsiCo,  Philip 
Morris,  Bristol-Myers  Squibb  and 
Pfizer,  all  of  which  have  outper 
formed  the  broad  stcKk  market  in 
recent  years. 

There  are  some  surj^riscs  in  the 
portfcrtio.  Rollert  is  over\veighted  in 
oils  (5%  of  the  total  portfolio),  a 
cluster  in  which  service  companies 
like  Schlumbergcr  and  Baker  Hughes 
have  generated  gcH)d  profits. 

Rollert  is  also  hea\y  in  bank  stiKks, 
which  make  up  2.5%  t)f  the  portfolio. 
He  recently  sold  a  large  position  in 


Partners  Gordon 
Rollert,  Dennis  Knight 
and  the  little 
church  that  manages 
money. 

For  conservative 
investors  who  like 
their  odds  short, 
a  balanced  blend 
of  stocks  and 
bonds  may  be 
just  the  ticket: 
few  home  runs, 
but  consistently 
good  averages. 


Bay  Banks  at  an  average  of  S19  per 
share,  netting  him  a  return  of  about 
50%  since  he  bought  the  stcKk  in 
Februan,-.  Rollert  thinks  of  BayBanks 
as  "Massachusetts'  most  efficient  de- 
posit gathering  system"  and  would 
buy  the  stcxk  again  if  the  price  6:11. 
The  bank  will  be  a  gtxxl  play  on 
improvement  in  the  Massachusetts 
economy,  which,  Rollert  sa\'s,  has 
b<nti>med  out. 

C  ompanies  with  abtne  average  re 
turns  on  equin  don't  come  cheap;  the 
average  price/earnings  ratio  of  the 
st(Kks  in  Rtillcrt's  j-Kinfolio  is  abtiui 
15%  abo\c  the  market.  Fhc  Ixmd 
portfolii>,  run  by  son  Icfierx  Rt>llcrt,  t 
32,  is  quality  siutV,  tix>,  with  85%  in 
in\estment  grade  corj-H^rate  Kmds 
and  the  remainder  in  Trcasur\-5. 


is 
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"It's  dull  as  dishwater,"  says  Rol- 
lert  of  his  portfolio.  "We  don't  tn'  to 
hit  home  runs.  We  just  tr>-  to  be 
consistent."  As  any  follower  of 
Forbes'  mutual  tlinds  ratings  knows, 
consisteno'  counts  for  more  than  hot 
hands  do  in  long-term  performance. 
Hence  RoUert's  excellent  long-term 
showing. 

But  how  did  he  get  involved  with  a 
church?  Dennis  Knight  is  minister  of 
Auburn's  United  Church  of  Christ.  A 
decade  ago  Knight's  congregation 
was  polarized  when  it  fell  heir  to  a 
windtall  bequest  of  S2.7  million. 
There  were  only  40  members  in  the 
church  at  the  time.  "We  were  o%er- 
whelmed,"  recalls  Knight.  "We 
couldn't  imagine  dealing  with  the 
interest  on  a  sum  like  that,  let  alone 


the  principal." 

The  traditionalists  in  Knight's  flock 
wanted  to  give  the  mone\  away.  But 
Knight  convinced  them  that  with  the 
help  of  professional  money  managers 
they  could  invest  the  bequest  and, 
says  Knight,  "give  it  away  not  just 
once,  but  many,  many  times."  .\fter 
asking  around  for  names  of  good 
portfolio  managers.  Knight  compiled 
a  short  list  and  ultimately  chose  Rol- 
lert  for  his  record  of  compounding 
capital. 

Today  the  original  S2.7  million 
windfall  has  grown  to  S5.5  million — 
plus  S2.7  million  worth  of  income 
(drawn  at  about  5%  of  assets  a  year), 
w  hich  has  been  spent  on  major  church 
projects  like  the  establishment  of  a 
communit\  music  school  and  a  model 


support  program  for  .\IDS  patients  and 
their  families  in  Auburn. 

As  Knight  and  his  church's  elders 
grew  comfortable  with  Rollen's  ap- 
proach to  looking  after  their  mone> , 
Knight  decided  to  take  the  church's 
involvement  another  step  by  invest- 
ing directly  in  RoUert's  Standard  .\s- 
set  partnership. 

"It's  pan  of  our  mission,"  explains 
Knight.  "We  had  to  learn  not  to  be 
ambivalent  or  uneas\-  about  manag- 
ing money,  as  if  it  were  un- Christian, 
and  we  want  to  help  others  learn, 
too."  Dennis  Knight  hopes  that  the 
seal  of  approval  his  church  has  put  on 
Gordon  Rollert  will  encourage  other 
c  mons  to  seek  the   help  of 

p;     _       nal    management   for  their 
endowTnento  ^ 
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It's  Wild  West  time  in  the  emerging  business  world 
of  the  old  Soviet  Union. The  place  is  full 
of  gangsters  and  quick-buck  artists  as  well  as 
really  smart  budding  entrepreneurs. 

Watch  your 
wallet! 


By  Natalia  Darialova  and  Vladimir  Kvint 


Until  recently,  practically  anyone 
who  was  rich  in  the  U.S.S.R.  was  rich 
illegally.  We  know  a  manager  of  Mos- 
cow's food  storage,  Yakov.  He  grew 
very  rich  under  communism.  He  was 
in  the  levak  business — stealing  goods 
(in  this  case  food)  from  the  state,  and 
selling  them  privately. 

Poor  Yakov.  He  can't  show  off  his 
wealth.  He  does  not  even  wear  his 
favorite  ring,  which  cost  ten  times 
what  he  earns  legally  in  a  year  as  a  food 
distributor.  As  a  man  who  benefited 
from  the  system,  albeit  illegally,  Ya- 
kov has  always  been  a  loyal  member  of 
the  Communist  Party.  "Modesty  is 
the  best  decoration  for  a  Commu- 


nist," Yakov  says,  explaining  why  his 
prized  ring  remains  in  a  drawer  in  his 
apartment. 

Yakov  is  of  the  old  school.  A  new 
breed  of  entrepreneurs  has  emerged 
in  the  past  year  or  so  who  have  shed 
the  protective  colors  of  communism 
and  frugality.  Many  of  these  are  hard- 
working, talented  entrepreneurs  and 
managers,  good  partners  for  Western 
companies.  Others  are  outright 
crooks  like  Yakov,  who  simply  knew 
how  to  play  the  old  system. 

Moral  for  foreigners  wanting  to  do 
business  here:  Be  carefiil  whom  you 
take  as  partners. 

Among   the   legitimate   entrepre- 


Russian  parliament  member  and  businessman  Artem  Tarasov 

Charged  with  running  an  illegal  business,  he  sued  the  Ministry  of  Finance  and  won. 


neurs  who  have  made  a  big  splash  is 
Artem  Tarasov.  Tarasov  made  a  lot  of 
money  collecting  some  of  the  indus- 
trial waste — scrap  metal  and  the 
like — that  goes  unused  in  the  Soviet 
Union  and  selling  it  abroad.  He  used 
the  proceeds  to  buy  computers, 
which  he  imported  into  Russia  and 
sold  at  huge  profits  in  rubles. 

One  day  in  1989,  Tarasov  came  to 
pay  his  party  membership  fee,  3%  of 
his  income.  His  income,  Tarasov  dis- 
closed, was  7  million  rubles.  He  was 
quickly  charged  with  doing  business 
illegally;  the  Ministn'  of  Finance  ft^oze 
his  bank  account. 

But  times  had  changed.  Taraso\ 
wasn't  sent  to  Siberia.  Tarasov  sued 
the  Ministry  of  Finance — and  won. 
The  State  Arbiter  ruled  that  the  Fi- 
nance MinisUA'  should  return  millions 
of  rubles  to  Tarasov. 

Another  talented  entrepreneur  is 
the  tamous  So\iet  e\c  surgeon  Svia- 
toslav  Fyodorov.  Starting  in  1989,  he 
and  his  employees  took  advantage  ot 
early  perestroika  reforms  and  leased 
his  medical  hospital  and  research  cen 
ter  from  the  state.  His  company  has 
become  a  succcssfi.il  medical  empire, 
w  ith  hospitals,  ten  joint  \  cntures,  and 
m(U'»ile  hospitals  tmiring  Furo^">e. 

In  necembc'-  1986  eci>nomic  re- 
formers pushed  through  laws  allow- 
ing the  establishment  of  ccxiperatives 
in  which  members  could  invest  their 
saxings.  There  ha\e  since  been  many 
cases  of  fraud  rejx>rted  at  indixidual 
cooperatives,  but  main  are  honest 
enterprises.  Some  4  million  iH:i>ple 
w  i>rk  at  such  ctx^pcrativcs  in  Russia. 

These  ctx^perativcs  and  other  new 
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SURGEON  GENERAL'S  WARNING:  Cigarette 
Smoke  Contains  Carbon  Monoxide. 


'  ^  KENT 

gives  you  a  Light  with  pleasure. 


KENT  [W  REST 

fAUmiHttt.   ■;      III 


«»*^-» 


Light.         Lighter.      Lightest. 


i    Kent  12  mg.  "tar,"  0  9  mg.  nicotine,  Kent  Golden  Lights  /  mg  "tar,"  0  /  mg.  nicotine,  Kent  III:  3  mg.  "tar."  0.3  mg.  nicotine  av.  per  cigareiie  by  FTC  Method. 
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Soviet  eye  surgeon  Sviatoslav  Fyodorov 

A  member  of  the  Soviet  parliament,  he  and  his 

employees  took  advantage  of  perestroika  early. 


businesses  have  developed  some 
strong  entrepreneurs.  Armen  Kazar- 
ian  is  one  of  the  first  brokers  at  the 
new  Moscow  commodity  exchange. 
He  has  already  concluded  contracts 
with  a  total  value  of  about  300  million 
rubles  ($10  million  at  the  ruble's 
current  street  value)  in  such  com- 
modities as  construction  materials 
and  industrial  waste.  If  the  amount 
seems  small,  remember  such  a  busi- 
ness was  unthinkable  barely  24 
months  ago.  Another  young  Mos- 
cow-based entrepreneur,  German 
Stcrligov,  has  established  a  network  of 
people  with  access  to  construction 
materials  and  is  putting  them  togeth- 
er with  people  who  want  to  build 
houses  and  commercial  buildings. 

Wealth  is  slowly  losing  its  bad  con- 
notation in  Russia.  Even,  unfortu- 
nately, ill-gotten  wealth. 

Ck)nsider  Leonid  Brezhnev's  son- 
in-law,  Yuri  Churbanov.  He  was  dep- 
uty to  the  minister  of  the  interior  and 
was  ver\'  corrupt.  After  Hrezhnev's 
death  in  1982,  Clhurbanov  was  sen 
tenccd  to  prison  for  participating  in 
the  black  market.  He  is  currently  do 
ing  his  lime  in  the  Ihals  as  a  prison 
sauna  keeper.  But  the  Brezhnev  fam- 
ily  has   held   on   to   its  wealth   and 
connections.       Brc/hnev\s      grand 
daughter's  husband,  Ciennadi  Vara- 


kuta,  is  active  in  joint  ventures  with 
Westerners.  One  of  Varakuta's  joint 
ventures  has  until  quite  recently  spe- 
cialized in  bringing  delegations  of 
Western  businessmen  to  the  Soviet 
Union  and  introducing  them  to  influ- 
ential officials.  But  he  was  not  a  good 
partner:  Varakuta  was  closely  in- 
volved with  Gennadi  Yanaev,  one  of 
the  chief  plotters  in  the  failed  coup. 

Geidar  Aliev  was  head  of  the  Azer- 
baijan republic  and  is  said  to  be  one  of 
the  old  empire's  leading  mob  bosses. 
Aliev,  Brezhnev's  best  friend,  now  in 
his  60s,  was  Azerbaijan's  KGB  boss 
before  becoming  the  head  of  the  re- 
public in  the  early  1970s.  Under 
Aliev,  corruption  in  Azerbaijan 
reached  levels  that  were  scandalous 
even  by  Soviet  standards.  At  the  next 
elections  this  thug  may  well  be  elected 
the  republic's  president.  But  such  an 
election  will  probably  have  been 
rigged,  and,  despite  his  connections 
and  loft)'  standing,  Aliev  is  not  a  good 
person  to  do  business  with. 

Hovr  can  Western  businessmen 
know  whether  a  potential  partner  is  a 
crook  or  just  a  good  business  person? 
Some  guidelines:  The  state  enter 
prises  are  usually  safer  partners  than 
cooperatives  or  individuals,  for  two 
reasons.  One,  there  are  still  manv 
black  marketers  invohed  in  coopera 


German  Sterligov 

Thanks  in  part  to  him,  a  market 

to  trade  construction  materials. 


tives;  two,  state  enterprises  are  legal 
entities,  whereas  a  cooperative  may 
appear  to  be  a  legal  entit\'  but  really 
isn't.  Moreover,  state  enterprises  usu- 
ally have  much  better  facilities  than 
cooperatives.  If  you  are  dealing  with  a 
cooperative,  xx\  to  find  out  the  nauire 
of  its  income  and  learn  more  about 
the  people  behind  it.  U.S.  auditing 
firms  like  Krnst  &:  Young  or  Weiner 
Associates  can  help. 

With  the  end  of  the  SoNiet  Union, 
Russia  and  the  other  republics  will 
probably  go  through  a  period  of 
"wild"  capitalism.  A  new  breed  of 
entrepreneur,  energi/ed  by  the  free- 
dom to  buy  and  sell,  will  quickly  anse. 
Some  will  be  quick  buck  artists  and 
worse.  St)me  will  be  sman  business 
people,  good  for  the  K>ng  pull. 

Chotise  your  partners  carefiilly.  ^ 


Vladimir  Kvint  is  Distinguished  Lecturer  at 
Fordham  University  and  Babson  College. 
Natalia  Darialova  is  a  writer  wtiose  txx)k  Ho 
Man's  Land  was  a  Ijestseller  in  the  Soviet 
Union. 
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There  are  three  standards 
for  measuring  banks: 
Moody's,  S&P  s  and  our  clients! 


Today  a  bank's  credit  rating  is  an  especially 
important  performance  standard. 

So  it  is  noteworthy  that  Union  Bank  of 
Switzerland  stands  among  only  a  handful  of 
banks  rated  Triple-A. 

But  our  clients  have  come  to  expect  more 
of  UBS  than  the  highest  rating  major  credit 
agencies  assign. 

It  is  these  expectations  that  have  led  us  to 
conduct  business  on  the  basis  of  long-term 
relationships.  Apply  sound  credit  judgment  in 


innovative  ways.  And  deploy  our  resources 
and  assets  to  accomplish  meaningfiil  objectives 
for  corporations,  institutions  and  individuals, 
worldwide. 

UnionBankof  Switzerland.  One  Triple-A 
rated  bank  committed  to  standards  in  com- 
mercial banking,  investment  banking  and  asset 
management  that  measure  up  to  the  needs  oi 
the  most  important  group  of  all.  Our  clients. 


Union  Bank  of  Switzerland,  299  Park  Avenue,  New  York,  NY  10171 

Offices  In  North  America:  Chicago.  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 
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Xhe  eyes  have  one 
language  everywhere." 


George  Herbert 


True  vision  is  without  boundaries. 
So  when  the  New  York-based  Project 
ORBIS  developed  a  program  to  save  or 
restore  eyesight,  they  put  a  teaching 
hospital  on  an  airplane  and  took  it 
around  the  world. 

On  board  are  five  Toshiba  laptop 
computers.  Not  only  to  record  surgical 
schedules,  patient  records,  and 
lecture  materials,  but  also  to  manage  the 
flow  of  information  between  the  aircraft, 
Project  ORBIS  headquarters  and  its 
offices  throughout  the  world. 

For  Toshiba,  it's  one  more  chance  to 
help  all  of  us  see  a  better  tomorrow. 

In  Touch  with  Tomorrow 

TOSHIBA 


Color  TVs 
&VCRs 

Computers 
&  Printers 

Copiers 

CT  Scanners 

Digital 
Instrumentation 

Disk  Drives 

Facsimile 
Systems 

Industrial  Motors 
&  Controls 

Liquid  Crystal 
Displays 

Medical  Tubes 

Mobile  Electronics 

MR  Imaging 

Nuclear  Medicine 

OPTO  Electronic 
Devices 

Picture  Tubes 

Professional 
Video  Systems 

Room  Air 
Conditioners 

Satellite  Receivers 

Semiconductors 

Telecommunication 
Systems 

Turbines  & 
Generators 

Ultrasound 

Uninterruptible 
Power  Supply 

Variable  Speed 
Drives 

X-Ray  Systems 
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REGIONS 


MEMPHIS 


In  Tennessee,  the  twice-named  Memphian  of  the  Year 
just  invoked  Chapter  11  and  left  the  locals  with  a 
half-empty  monument. 

The  blu£f  city 


By  William  P.  Barrett 

Memphis,  Tenn.  (pop.  610,000)  has 
a  lot  going  for  it  these  days.  Touching 
both  Mississippi  and  Arkansas  at 
Tennessee's  southwestern  corner,  the 
city  is  the  nation's  18th  largest  and 
the  biggest  between  Washington  and 
Dallas.  The  area,  which  has  minimal 
manufacturing,  has  been  only  mod- 
estly affected  by  the  recession.  While 
construction  starts  are  way  down,  the 
metropolitan  area's  unemployment 
rate,  now  5.6%,  has  been  constantly 
lower  than  the  national  average. 
Memphis'  location  on  the  edge  of  the 
Midwest,  Southeast  and  Southwest 
makes  it  a  prime  site  for  distribution 
centers — filled  with  low-paying  jobs, 
but  jobs  nevertheless. 

This  Mississippi  River  town,  found- 
ed in  1819  by  U.S.  President-to-be 
Andrew  Jackson  and  unscathed  by  the 


Civil  War,  has  more  than  its  share  of 
gracious  tree-lined  neighborhoods 
and  grand  homes. 

And  then  there  is  Graceland,  Elvis 
Presley's  legendar\'  mansion  on  the 
town's  southern  outskirts.  It  was  in  an 
upstairs  bathroom  that  the  King 
croaked  of  a  massive  drug  overdose  in 
1977  at  age  42.  No  matter:  Grace- 
land,  where  he  is  buried  and  which  is 
still  owned  by  his  estate,  draws  nearly 
700,000  visitors  annually — among 
U.S.  homes,  maybe  second  only  to 
the  White  House.  At  Graceland, 
adults  shell  out  $15.95  a  pop,  plus  $2 
parking,  for  a  tour  that  also  includes 
two  Presley  planes  and  his  customized 
tour  bus.  A  row  of  on-premises  gift: 
shops  peddle  such  items  as  limited- 
edition  Elvis  figurines  ($99.95)  and 
plastic  capsules  containing  Graceland 


soil  ($19.95).  Business  is  brisk. 

Almost  all  of  Graceland's  visitors 
live  outside  the  area  and  require  local 
bed  and  board.  So  the  Presley  legacy 
probably  tosses  more  than  540  mil- 
lion a  year  into  Memphis'  economy. 

But  Memphis  has  yearned  for  other 
tourist  attractions,  both  to  boost  the 
economy  and  to  gain  recognition  as  a 
big-time  city.  Result:  the  PvTamid,  a  . 
pointy,  32 -story- high  stainless  steel 
landmark  built  by  the  cit>'  and  county 
governments,  scheduled  to  open  in 
November.  Besides  a  20,000-seat 
sports  arena,  the  Pyramid  has  a  large 
observation  deck  at  the  top  and  more 
than  150,000  square  feet  at  the  bot- 
tom earmarked  for  glitz\',  money- 
making  ventures. 

Just  one  problem  here:  The  non- 
arena  space  is  empt>'  and  probably  will 
stay  that  way  for  a  while.  Sidney 
Shlenker,  a  flamboyant  promoter, 
had  promised  $80  million  worth  of 
museums,  an  outdoor  elevator  and 
other  niceties  in  exchange  for  con- 
tracts to  manage  the  complex.  Trou- 
ble was,  he  couldn't  get  the  financing 
to  complete  the  job.  So  the  observa- 
tion deck  is  unfinished  and  the  grand 
outdoor  elevator  up  the  Pyramid's 
northwest  corner  unbuilt. 

Quite  an  embarassment;  Shlenker 
had  been  twice  voted  Memphian  of 


The  soon-to-open 
Pyramid  in 
Memphis 
Unless  you're 
Spidennan,  don't 
try  to  get  to  the 
observation  deck 
at  the  top. 
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the  Year  by  the  readers  of  Memphis 
magazine.  After  liis  contracts  were 
revoked  in  June,  he  put  his  six  Pyra- 
mid-connected companies  into 
Chapter  1 1 .  Although  Shlenker  had 
raised  millions  through  loans  and  sale 
of  S50,000-a-year  luxurv-  boxes, 
court  filings  revealed  the  P\Tamid 
Cos.,  as  they  were  known  collectively, 
had  S20  million  of  liabilities  and  vir- 
tualh'  no  cash  or  other  real  assets. 
Shlenker's  lawyer  says  the  mone> 
went  for  design  and  operations. 

What  happened?  Inspired  by  the 
famous  structures  near  Memphis' 
namesake  cxxs  in  Eg>'pt,  the  locals  had 
b>cen  hankering  to  build  a  hometown 
polyhedron  ever  since  erecting  one  95 
years  ago  in  Nashville  for  the  state's 
centennial.  It  would  become  an  archi- 
tectural statement — an  instantly  rec- 
ognizable symbol  like,  say,  St.  Louis' 
arch  just  up  the  river. 

This  time  around,  c\\\  and  count)' 
governments  floated  bonds  to  fiind 
the  S62  million  cost  of  the  basic 
structure — originally  called  the  Great 
American  Pxramid — and  the  interior 
arena  area,  which  covers  about  half 
the  ground  floor  space.  Shlenker,  for- 
mer owner  of  the  Denver  Nuggets 
basketball  team,  promised  the  works 
in  exchange  for  a  management  con- 
tract. He  said  Dick  Clark  would  build 
a  music  hall  of  fame  and  that  the 
College  Football  Hall  of  Fame  would 
relocate  from  Ohio.  He  even  envi- 
sioned a  trendy  Hard  Rock  Cafe. 

Shlenker  talked  a  great  game — so 
great  that  much  of  the  population 
thought  he,  rather  than  local  govern- 
ment, was  building  the  INramid. 
Shlenker  evidently  convinced  oflFicials 
that,  contran.'  to  experience  else- 
where, an  unusually  high  amount  of 
debt  ser\ice  and  operating  costs  could 
be  immediately  defrayed  by  revenues 
from  his  projects. 

Who  could  resist?  In  dealing  with 
Shlenker,  though,  the  administra- 
tions headed  by  Memphis  Mayor 
Richard  Hackett  and  Shelby  Counts- 
Mayor  Bill  Morris  show  ed  themselves 
a  bit  naive.  They  helped  Shlenker 
pledge  maybe  S4  million  in  revenue 
streams  from  their  Pxramid  as  collat- 
eral for  a  $3  million  bank  loan  to  one 
of  Shlenker's  companies.  The  S3  mil 
lion  now  is  all  gone;  government  can't 
grab  that  collateral. 

As  a  sort  of  performance  guaranr\', 
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Target  America's 

Fastest  Growing 

Companies 

Today  s  new  pnxlucts  and  technologies  could  be  the  path  to  tomorrow  s  grow  ih 
opportunities.  Fidelity  Emerging  (Irow  th  Fund  gives  you  a  \\a\  to  tap  the  potential 
of  some  of  todays  fastest-growing  companies.  This  aggressi\e  fund  invests  pri- 
marily in  stocks  of  small  companies  expected  to  achieve  rapid  grow  th  in  earnings 
or  revenues.  Share  price  may  be  \olatile. 

Call  today  and  learn  how  emerging  grow  th  companies  may  fit  w  ith  your  long- 
term  investment  goals.  Start  with  just  S2.50():  $S(K)  for  IR.\s. 

No  Sales  Charge  Thru  1991 ! 




Call  24  hours  1-800-544-8888   }^^M 


i^idelity  Emerging  Growth  Fund.  For  more  complete  information,  mclud 
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Read  it  carefulK  before  \ou  invest  or  send  money  ^ou  nia\  have  a  gain  or  loss  w  hen  you  sell 
\oiir  shares  The  fund  w  ill  impose  a  "  "„  redemption  fee  on  shares  held  less  than  0(t  da\s 
Fidelil\  Distributors  Corporation  (General  Distribution  Agent ).  PO  Bo\(i(i<Ki03.  IVallas.  T\ 
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Fidelity 


imfesimenis  ® 

CODE:  FORB/FEG '093091 


Wfe  Ve  saved 

companies  an  average 

of  $20  for  every  $1  invested  in 

disability  cost  reduction  programs. 


We  get  paid  for  results! 


CIGNA 


The  last  time 
you  had  this 

kind  of  service 
you  were 

probably  living  with 

your  mother. 


At  The  Fairmont  Hotel,  with  five  convenient 
locations,  our  staff  will  be  happy  to  pamper  you 
with  more  comforts  than  you'd  ever  get  at  home. 

Because  we'll  not  only  make  your  bed  (a  custom 
Serta®  mattress),  clean-up  after  you  (twice  daily), 
and  fix  your  meals  (with  a  choice  of  premier 
restaurants),  but  we'll  provide  many  in-room 
business  amenities  as  well.  Like  PC  dataports, 
dual-line  phones,  and  voice  mail.  All  at  a  price 
much  lower  than  you'd  expect. 


Business  travelers  are  also  encouraged  to  join 
our  President's  Club  free  of  charge.  Members 
receive  a  number  of  complimentary  benefits  such 
as  suite  upgrades,  guaranteed  room  reser\'ations 
(with  48  hours  notice),  overnight  shoe  shine,  and 
more  with  every  stay  at  a  qualifying  room  rate. 

The  Fairmont  Hotel  in\ites  you  to  discover  the 
elegant  side  of  business  travel,  and  experience  our 
impeccable  ser\ice.  You  don't  even  have  to  send  a 
card  on  Mother's  Dav. 


For  reservations,  call  your  travel  agent  or  Fainnont  at  1-800-527-4727. 
To  enroll  in  our  President's  Club,  call  1-800-522-3437. 
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NEW  ORLEANS 


DALLAS 


SAN  JOSE/ 
SILICON  VALLEY 


SAN  FRANCISCO 


CHICAGO 


THE   FAIRMONT  HOTELS 

President's  Club  benefits  apply  at  the  published  National  CoTXirate  or  Weekday /Weekend  Rack  Rates  Rates  subfcvi  to  availability. 

Not  applicable  to  groups  or  conventions.  Tax  not  included. 


Tounsts  3!  E'v's  ^''eS'ey's  G'ace'and 
Maybe  the  second  most  visited  private 
resideAce  in  the  U.S. 


officials  accepted  SI. 8  million  of 
stock  in  a  company  listed  on  the 
notorious  Vancouver  Stock  Ex- 
change. Now  it's  worth  a  lot  less — if 
buyers  can  be  found.  Also,  the  due 
•  diligence  on  Shlenker  seems  to  have 
been  a  bit  lacking.  Some  aides  now 
acknowledge  they  didn't  know  when 
they  contracted  with  Shlenker  that  he 
^"as  no  stranger  to  putting  a  company 
into  bankruptCN'. 

Shlenker,  of  course,  ran  straight 
into  the  nation's  credit  squeeze.  The 
tact  that  he  didn't  own  the  Pvxamid 
projea  couldn't  have  helped  collater- 
al-hungn  bankers,  either.  Anv-way, 
local  taxpayers  will  pay  a  high  price  for 
Shlenker's  ambitions  and  their  elect- 
ed officials'  laxit> .  They  will  have  to 
subsidize  the  P\Tamid  to  the  tune  of 
neariy  S4  million  a  year.  Indefinitely. 
But  things  aren't  all  glum.  Mem- 
phis is  getting  a  big  arena  in  a  big 
monument  that's  probably  the  big 
gest  pyramid  to  come  along  in  4,000 
years.  Even  the  empty  space  looks  a 
bit  like  an  Egyptian  ruin.  Big  publicit> 
is  sure  to  follow .  Clearly,  the  perfor- 
mance of  all  the  parties  involved  is 
breathing  new  meaning  into  Mem- 
phis' famous  river- generated  nick- 
name: the  Bluff  C^it\-.  ^U 
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Healthcare  Services  Group  has  been  a  hot  little 
growth  company,  but  real  danger  looms  ahead. 


Cash 
squeeze 


By  Fleming  Meeks 

"This  business  is  pretty  simple,"  says 
Daniel  McCartney,  a  39-year-old 
Brooklyn,  N.Y.-born  Irishman  with 
an  infectious  grin  and  refreshing 
modesty.  McCartney  is  the  founder 
and  chairman  of  Healthcare  Services 
Group,  which  mops  floors  and  washes 
sheets  at  some  520  nursing  homes 
around  the  country  and  has  become  a 
very  hot  litde  growth  company. 

Over  the  past  five  years  Health- 
care's revenues  have  grown  at  a  com- 
pound annual  rate  of  26%,  to  $66 
million  last  year.  Earnings  have  com- 
pounded at  27%,  to  $5.4  million. 
Such  smart  performance  earned  Hun- 
tingdon Valley,  Pa. -based  Healthcare 
the  197th  spot  on  Forbes'  list  of  the 
200  Best  Small  Companies  in  Ameri- 
ca last  year  (Nov.  12,  1990).  Health- 
care shares,  first  sold  to  the  public  in 
1983  by  penny  stock  broker  D.H. 
Blair  &  Co.,  have  risen  nearly  tenfold, 
to  a  recent  233/4,  or  22  times  last  year's 
earnings;  the  equity  is  now  valued  at 
$123  million.  McCartney,  who  still 
owns  $13  million  worth  of  Health- 
care stock,  says  he  started  the  compa- 
ny with  just  $10,000. 

But  do  some  research  on  this  com- 
pany, and  things  begin  to  smell  a  litde 
sour.  The  story  of  Healthcare  Services 
begins  in  1973,  when  McCartney,  a 
21 -year-old    graduate    of  Villanova 
Universit)',  went  to  work  as  a  manager 
for   a    small    Philadelphia    janitorial 
business,  Universal  Building Seniccs. 
At  Universal,  McCartney  became 
fast  friends  with  a  former  vice  presi- 
dent at  Bache  &  Co.  named  Mehyn 
Mason.  Mason,  then  in  his  40s,  ar- 
rived at  Universal  as  a  marketing  man 
in  1974.  His  past  soon  followed.  In 
1975   Mason  pleaded  guiltv  to   13 
counts  of  fraud  and  was  barred  from 


revenues  of  $76  million  and  profits  o 
over  S6  million.  But  in  anv  rapidl- 
growmg  company,  cash  flow  is  more- 
important  than  reported  earnings 
and  Healthcare  is  beginning  to  rur 
low  on  cash. 

The  company's receixables  have  ris 
en  by  S7  million,  to  a  record  52^ 
million.  To  that,  add  S5.4  million  for' 
long-term  receivables.  Plus,  anothci 
$5.3  million  in  receivables  have  been 
moved  oflfdie  balance  sheet  altogeth- 
er—sold to  Healthcare's  bank,  but 
widi  recourse  to  Healdicare.  Health-' 
care  is,  in  eflfect,  guaranteeing  loans 


involvement  in  the  securities  industr\'. 
Sentenced  to  nine  months  in  prison, 
he  was  allowed  to  keep  his  job  at 
Universal  but  spent  nights  in  jail. 

As  they  toiled  at  Universal,  the  t^vo 
friends  designed  their  own  janitorial 
senices  compam-.  Immediatelv  after 
Mason  was  released  from  prison,  in 
Noxember  1976,  he  and  McCartney 
incorporated  Healthcare  Ser\ices. 
McCarmey  took  the  title  of  chairman; 
Mason  has  stayed  in  the  background 
as  vice  president  of  marketing.^ 

But  a  happy  ending  to  the  ston- 
may  ne\cr  be  written.  Healthcare  is 
suflering  big  receivables  problems. 

Over  the  past  12  months  (through 
June  30),  the  company  has  booked 


70 


for  customers  late  in  paxing  their  bills. 
That  adds  up  to  an  S^IS  million 
increase  in  receivables,  to  $3,7  million. 
Kven  if  you  consider  the  off-balance 
sheet  receivables  as  paid  in  tiill,  the 
time  it  takes  Healthcare  to  get  paid  for 
its  serxices  noxx  runs  to  149  da\-s,  up 
fi"om  1 10  days  a  xcar  ago. 

"That's  not  so  terrible,"  shnigs 
McC:artney,  asked  about  Healthcare's 
dxxindling  cash.  Whx  not.-  "Because 
the  company's  groxxing.  And  the  rc- 
ceixables  are  collectible."  Mc(\mncy 
is  so  conxinced  of  this  that  he  has 
rcsened  only  $626,000,  aKnit  2%, 
fordoubtfiiLiccounts.  In  1^82, xx hen 
the  firm  xxas  prixatc  and  reccixablcs 
xxere  only  34  da>-s.  Healthcare's  bad 
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accounts  reserve  was  11%.  If  uncol- 
lectible accounts  exceed  $626,000  by 
very  much,  Healthcare's  earnings  will 
get  clobbered. 

Healthcare  also  ran  into  some 
sticky  problems  with  its  acquisition  of 
American  Services  Co.  Three  years 
ago  Healthcare  paid  $16  million  in 
stock  and  notes  to  Southmark  Corp. 
for  American  Services  and  its  contract 
rights  to  provide  housekeeping  and 
laundry  services  to  some  190  nursing 
homes;  Southmark  had  syndicated 
the  homes  into  limited  partnerships 
but  remained  the  general  partner. 


?   Healthcare 
J   Services  Group 

Chairman 

Daniel  McCartney 

While  earnings 

continue 

to  dimb, 

cash  is 

dwindling. 


Healthcare  estimated  that  annual 
revenues  from  the  contracts  would  be 
about  $26  million.  But  no  sooner  did 
Healthcare  close  on  the  deals  than  the 
nursing  homes  began  screaming  that 
they  were  Ixring  overcharged.  By 
some  estimates,  the  prices  Healthcare 
charged  for  its  services  were  in  certain 
cases  50%  above  the  nursing  homes' 
previous  costs.  William  Filippone, 
former  president  of  National  Heri- 
tage Management,  the  Southmark  af- 
filiate that  managed  the  nursing 
homes,  says  in  1989  he  refused  to  sign 
cost  reports,  submitted  to  Medicaid 
for  reimbursement,  for  60  or  70 
homes.  "1  refrised  to  accommodate 
price  gouging,"  says  Filippone. 
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HOW  TO 

CHOOSE  A  TAX-FREE 

PORTFOLIO 


STEP  1:  CONSIDER 
YIELD  POTENTIAL  In  a 

bond  fund,  other  things  being  equal, 
lower  costs  mean  higher  yields.  The 
\^guard  Municipal  Bond  Fund  has 
virtually  the  lowest  operating  costs 
in  the  industry:  0l25  of  l%*-with  no 
commissions,  no  fees.  Minimum 
investment  $3,000, 
STEP  h  CHOOSE  MATURITY  LEVEL. 
The  longer  the  average  maturity 
length  of  the  bonds,  the  higher  the 
maricet  volatility— and  potential 
returns. 

Vanguard  offers  you  two  short- 
term  portfolios  for  lowest  risk;  two 
intermediate-term  portfolios  for 
higher  yields  with  some  volatility; 
th^ee  long-term  portfolios  for  high- 
est yield  potential. 
STEP  3:  CALL  1-800-992-9822  for 
our  free  TaxJree  Investing  Kit. 

A  portion  of  income  may  be  subject  to  the 
Rsderal  alternative  minimum  tax. 
*Lipper  Directors'  Analytical  Data. 


Residents  of  CA,  NY,  Nl  OH.  R\:  Please 
ask  about  our  State  Tax^ree  Funds. 


n 


Please  send  me  the  free  Vanguard 
Tax-Free  Investing  Information  Kit. 

I  understand  it  contains  a  prospec- 
tus with  more  complete  information 
on  the  Vanguard  Municipal  Bond 
Fund,  including  advisory  fees,  distri- 
bution charges  and  other  expenses. 
I  will  read  it  carefully  before  I  invest 
or  send  money 

Vanguard  Municipal  Bond  Fund 

PO.  Box  2800 
Valley  Forge,  Pennsylvania  19482 


Name. 


Address. 


City. 


State. 

(95) 


-Zip- 


FBG1-273 
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dty  fethers  had  fbresi^tf 


Ron  Graves,  Crrv  Treasurer,  Rutland,  VT 
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Around  the  time  Southmark  filed 
for  bankruptcy  in  July  1989,  the  nurs- 
ing home  partnerships  began  looking 
for  ways  to  break  the  20-year  con- 
tracts with  Healthcare.  Curiously, 
however,  when  Morgan  Stanley  sold 
875,000  shares  of  Healthcare  stock  to 
the  public  for  $21  million  on  July  25, 
1990,  there  was  no  mention  in  the 
prospectus  that  any  large-scale  cancel- 
ation was  likely.  Yet  by  the  end  of 
September,  105  of  the  Southmark 
homes  had  canceled  their  contracts. 

Did  Healthcare  know  the  cancel- 
ations were  coming  but  fail  to  disclose 
it  in  its  prospectus?  In  a  March  1990 
bankruptcy  filing — over  three 
months  before  the  stock  offering — 
Mark  Amstrong,  then  Southmark  vice 
president,  said  the  partnerships  would 
"inevitably"  cancel  Healthcare's  con- 
tracts. Armstrong  says  talks  about  un- 
winding the  acquisition  began  as  early 
as  mid- 1989. 

McCartney  argues  that  Healthcare 
had  reduced  its  service  fees  in  early 
July.  At  that  time,  he  says,  the  partner- 
ships had  a  chance  to  cancel  on  rea- 
sonable terms,  but  didn't. 

Maybe  so,  but  rumors  are  now  rife 
that  the  Securities  &  Exchange  Com- 
mission has  been  taking  depositions 
fi-om  people  involved  with  the  former 
Southmark  nursing  homes.  Several 
people  who  spoke  with  Forbes  about 
the  Southmark/Healthcare  deal  said 
they  had  been  deposed  or  contacted 
by  the  SEC  to  provide  documents. 

So  it  comes  as  no  surprise  that 
short-sellers  are  swarming  all  over  the 
stock.  Nearly  2  million  of  the  5.2 
million  shares  outstanding  have  been 
sold  short.  Yet  the  stock  hasn't  gone 
down  much;  at  a  recent  23%,  it  is 
down  less  than  a  third  from  its  alltime 
high,  not  bad  for  the  volatile  stock  of  a 
junior  growth  company. 

Are  the  shorts  right?  Or  will  they  be 
bloodied  in  a  short  squeeze?  One  very 
bullish  analyst  who  follows  Health- 
care, Smith  Barney's  Keith  Mullin, 
thinks  the  shorts  arc  on  the  wrong 
track.  "I  would  expect  the  receivables 
to  come  back  in  line  by  the  end  of  the 
year,"  says  Mullin. 

Perhaps.  But  for  that  to  happen, 
McCartney  and  Mason  will  need  to 
start  working  the  phones,  reminding 
their  slow  paying  customers  that 
Healthcare  must  pay  its  bills  with 
cash,  not  reported  earnings.  ■■ 


It  took  a  transplanted  Californian  to  teach  Hawaii's 
businesspfien  to  dress  like  they're  in  Hawaii. 

Aloha  from 
Hawaii 


By  Ellen  Paris 

Midday  on  Bishop  Street  in  down- 
town Honolulu.  Businessmen,  bank- 
ers and  lawyers  rush  between  lunch 
meetings  and  appointments.  But  to 
an  out-of-towner  something  seems 
strangely  amiss.  There's  hardly  a  suit 
and  tie  in  sight. 

Chalk  up  the  casual  look  among 
local  influentials  to  Hawaii's  temper- 
ate climate  and  a  transplanted  Califor- 
nian named  Reyn  McCullough.  The 
preferred  attire:  dress  slacks  and  a 


muted  print  "Hawaiian"  shirt.  More 
precisely,  a  short-sleeved  pullover 
with  button-down  collar  made  by  a 
family-run  outfit  named  Reyn 
Spooner-lnc. 

Such  has  not  always  been  the  case. 
Twenty- some  years  ago,  when  Jack 
Lord  and  Hanzii  Five-Owerc  in  their 
heyday,  many  respectable  Hawaiian 
businessmen  still  dressed  in  the  staid 
old  business  attire  of  the  mainland. 
And  loud  Hawaiian  shirts,  known  io- 


Reyn  Spooner's 
Tim  McCullough  and 
wife.  Kooksie 
"OwbasiMss 
isnt  about  dMap. 
It's  about 
quality." 
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cally  as  aJoha  shirts,  were  strictly  for 
I  tourists. 

But  around  that  time  the  Hawaii 
state  legislature  created  something 
called  Aloha  Friday,  encouraging  men 
to  wear  aloha  shirts  to  work  on  Fri 
days.  (Today's  aloha  shirt  dates  back 
to  the  1920s,  when  the  loose,  brightly 
colored  print  shirts  were  regularly 
made  out  of  leftover  material  from 
women's  muumuus.)  Trouble  was, 
most  of  the  aloha  shirts  on  the  market 
were  more  suited  to  the  beach  than 
the  office. 

That's  where  Rcnti  McCulIough 
comes  in.  In  the  1940s  and  1950s 
McCulIough,  who  died  seven  years 
ago,  OA^Tied  a  traditional  men's  store 
on  Catalina  Island  off  the  coast  of  Los 
.\ngeles.  "My  father  got  tired  of 
watching  the  Pacific  bound  planes  fly 
overhead,"  recalls  Re\Ti's  son  Timo- 
thy, 42,  who  now  runs  the  business. 
"So  he  decided  to  get  on  one  and 
come  out  to  see  what  was  going  on  in 
Hawaii." 

He  liked  what  he  saw.  Statehood 
was  imminent.  And  so  was  the  intro- 
duction of  jet  travel.  Hawaii — soon  to 
be  just  a  short  flight  from  the  West 
Coast — seemed  to  be  filled  \Nith  op- 
portunities. So  in  1959  McCulIough 
packed  up  his  wife  and  t>vo  kids  and 
moved,  opening  up  a  men's  shop  at 
,  the  new  Ala  Moana  shopping  center 
near  Waikiki. 

McCulIough  soon  spotted  another 
opportunity'.  No  one,  it  seemed,  was 
making  an  aloha  shirt  dignified 
enough  for  his  local  customers  to 
wear  on  a  casual  evening  out.  So 
McCulIough  got  it  into  his  head  to 
design  a  sort  of  preppy  all  cotton 
aloha  shirt  with  button-down  collar. 
To  make  the  shirts,  he  teamed  up  with 
Ruth  Sptxjner,  a  custom  swimwear 
maker  in  Waikiki. 

The  shirts,  which  he  began  selling 
in  his  store  in  1 96 1 ,  quickly  caught  on 
with  local  customers.  Not  the  least  of 
their  ap(H:al  was  their  toned-down 
colors.  McC>ullough  had  observed 
that  the  most  authentic  Icxiking  aloha 
shirts  were  the  ones  the  surfers  wore, 
which  had  become  bleached  out  bv 
the  sun.  To  achieve  that  eftect  he 
simply  tunned  the  brightly  colored 
floral  and  calico  prints  inside  out. 

Gradually,  as  the  aloha  shirt  phc 
nomcnon  caught  nn  among  business- 
men, sales  of  Rcyn  (pronounced  ren) 
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%  Reyn  Spooner's 
I   Honolulu  factory 


Sp>ooner  shirts  began  to  grow.  By  the 
mid-Seventies — McCullough  had 
bought  Ruth  Spooner's  company  in 
1963— he  was  operating  seven  Reyn's 
stores  and  \\  holesaling  shirts  to  about 
250  small  accounts  in  Hawaii  and  on 
the  U.S.  mainland.  Revenues  for  the 
company,  which  is  headquartered  in 
VVaimea  on  the  "Big  Island"  of  Ha- 
waii, hit  S2.5  million. 

But  by  1984,  when  Tim  McCul- 
lough took  over  after  the  sudden 
death  of  his  father,  Reyn  Spxxjner 
shirts  were  starting  to  look  a  bit  old- 
fashioned.  The  younger  McCullough 
moved  careftilly,  but  decisively,  to 
expand  the  business.  (One  sister 
works  as  a  buyer  for  the  stores;  two 
others  are  not  involved  in  the  busi- 
ness, and  Tim's  wife,  Kooksic,  over- 
sees the  women's  merchandise.) 

"It's  a  delicate  dance,"  says  Tim, 
"to  retain  the  virtues  of  a  company 
that  was  created  by  someone  else  and 
to  move  f()rv\'ard  at  the  same  time." 
He  had  worked  around  his  father 
since  he  was  a  kid,  beginning  with  cxld 
jobs  in  the  Catalina  store.  After  high 
sch<x)l,  he  spent  eight  years  operating 
a  truck  farm  before  coming  back  to 
the  family  business.  He  recognized 


the  company's  greatest  strength  was 
the  "traditional"  look  of  its  shirts — a 
tradition  Reyn  McCullough  had  cre- 
ated. But  he  also  knew  that  the  com- 
pany was  ignoring  the  more  trend - 
conscious  part  of  its  customer  base. 

To  attract  new  customers,  Tim 
started  looking  at  new  fabrics  and 
stales.  (Reyn  Spooner  shirts  come  in 
five  basic  st\des  and  cost  between  S52 
and  570  each.)  For  starters,  he  ex- 
panded the  number  of  patterns  intro- 
duced even,'  year — ranging  fi-om  flor- 
als featuring  large  plumeria  blossoms 
to  pastel  prints  of  postcard  scenes  of 
Waikiki,  circa  1940 — ft-om  12  to  75. 

He  also  took  the  button-dowTi 
coat-ft-ont  model,  among  others,  and 
updated  it  in  "Reyn  Ion,"  a  100% 
rayon  fabric.  The  material  is  looser, 
drapes  well,  and  lcx)ks  Ixrtter  with 
linen  slacks  and  pleated  pants.  Hx 
plains  McC^ullough:  "This  gives  us 
entree  to  another  kind  of  retailer  that 
didn't  buy  Reyn  Sptxiner  before.  We 
figure  we  can  take  an  old  Rc\ti 
Sptx)ner  customer  and  trade  him  up 
to  this  new  kx>k." 

Since   taking  over,  Tim   McC-ul- 
lough  has  more  than  doubled  rcvc 
nues,  to  nearly  $16  million.  To  do  so. 


he  has  taken  on  some  long-term 
debt — he  won't  say  how  much.  How- 
ever, he  says  pretax  profit  margins 
have  remained  steady  at  about  10%. 
Most  of  the  company's  growth  has 
come  ft-om  expansion  of  the  retail 
stores  and  a  tenft>ld  increase  in  whole- 
sale accounts — mainly  specialty'  shops 
in  Hawaii,  Japan  and  the  U.S.  main- 
land. In  addition  to  the  wholesale 
business,  which  accounts  tor  50%  cA 
sales,  McCullough  runs  ten  Recti's 
retail  stores  in  Hawaii. 

While  Re\Ti  Spooner's  fabrics  arc 
made  in  the  Far  F.ast,  McCullough 
continues  to  make  his  shirts  in  Ha 
waii,  at  a  29,000  square -fcxM  factory 
near    downtown    Honolulu,    which 
employ's    almost    100    seamstresses. 
Why  not  lower  costs  by  moving  pro 
ducrion  offthorc?  For  one  thing,  he 
believes    an    authentic    aloha    shirt 
ought  to  be  made  in  Hawaii.  Mtxv 
over,  he  adds,  "My  gt>als  arc  the  same 
as   my   father's.   Our   business  isn't 
about  cheap.  It's  about  quality." 

Aloha    Airlines    Chief    F.xcciiti\-c 
Mauncc  Mvers,  w  ho  has  a  closctflil  ot 
Reyn  shirts,  agrees:  "ITie  cxily  pa>b 
lem  with  RcNTi  Sptx>ncr  is  that  the 
shirts  never  wear  out."  ^B 
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MADE  IN  GERMANY 


For  decades,  the  words  "Made  in 
W.  Germany"  have  set  the  global  standard  for 
product  excellence.  And  for  decades,  West 
Germany  has  been  equal  to  the  challenge  this 
standard  implies. 

Now  we  face  a  new  challenge.  By  dropping 
the  "W"  we  extend  this  mark  of  excellence  to 
include  the  New  Federal  States  of  Germany. 
And  in  realizing  this  aim,  we  create  investment 
opportunities  of  unparalleled  proportion  for  com- 
panies large  and  small  around  the  globe. 

Find  out  how  you  can  put  "fvlade  in 
Germany"  to  work  for  you.  For  information  on 
nvestment  incentives  and  opportunities  in  the 
New  Federal  States  of  Germany  please  give  us 
a  call  at  1-800-551-8545  (U.S.  and  Canada). 


SI  rEDERAL 
J^JIS  OF  GERMAMY 


For  on-the-spot  information  about  investment  opportunities  in  the  New  Federal  States. 

you  can  also  call  our  new  Foreign  Investor  Information  Center  in  Berlin  directly  at  011-49-30-39985-100 

©  Economics  Ministry  of  the  Federal  Republic  of  Germany. 
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A  Unique  Approach. 


Finding  the  right  solution  often  requires  approaches  your  needs  from  a  unique 

seeing  the  familiar  in  an  unexpected  way.  vantage  point.  And  when  your  market 

As  the  leading  global  bank  with  origins  is  the  globe,  a  new  point  of  view  can 

in  the  Western  U.S.,  Bank  of  America  make  all  the  difference  in  the  world. 


The  Golden  Gate  Bridge, 
photographed  by  Michael  Kenna. 


m 

Bank  off  America 
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International  Paper  gets  modest  cash  revenues  but  a 
big  public  relations  payoff  by  letting  folks  use  many 
of  its  6.3  million  acres  for  recreation. 

A  walk  in 
the  woods 


By  Linda  Killian 

About  1 50  miles  southeast  of  Dallas, 
nestled  in  the  Texas  woods  near  Nac- 
ogdoches, is  Cherokee  Ridge,  a 
3,500-acre  fenced  game  preser\'e. 
Amid  stands  of  loblolh'  pine  and  bot- 
tom-land hardwood,  hunters  get  a 
crack  at  deer,  ducks,  quail  and  squir- 
rels in  the  hunting  season. 

Cherokee  boasts  a  fully  equipped 
lodge,  but  it  is  also  a  working  timber- 
land  where  for  most  of  the  year  trees 
are  harvested.  The  property'  belongs 
to  IP  Timberlands,  a  publicly  traded 
limited  partnership  84%  owned  by 
International  Paper. 

Eddie  Miller  and  a  dozen  or  so 
other  hunters  pay  S2,300  a  year  for 
the  combination  to  the  propert\''s 
padlocked  gate,  and  this  restricted 
access — ir  employees  working  on  the 
propert)'  also  get  the  combination — 
makes  hunting  relatively  safe  and  un- 
crowded.  Miller,  who  owns  a  medical 
insurance  claims  business,  uses  Cher- 
okee Ridge  in  the  summer,  too,  when 
he  takes  his  family  there  for  cookouts 
and  fishing. 

C'herokee  Ridge  is  only  one  of 
3,800  IP  properties  where  recreation- 
al anci  timber  har\esting  activities  co- 
exist. IP  currently  has  over  60,000 
hunting  and  recreational  customers, 
many  of  them  members  of  clubs.  For 
90  cents  to  $5  an  acre,  these  custom- 
ers get  exclusi\e  hunting  and  recrea- 
tion rights  on  the  propert)'. 

Most  of  IP's  recreational  facilities 
are  cheaper  and  more  primitive  than 
those  at  C'herokcc  Ridge — just  a  few 
hundred  acres  of  forestland,  some 
with  electricity  And  toilets.  In  north 
em  Maine,  where  IP  owns  whole 
townships,  the  public  pays  daily  fees 
of  $3  to  $6  and  seasonal  fees  of  SI  5  to 


$90  for  camping,  hiking,  fishing  and 
canoeing.  In  New  York's  Adirondack 
region,  people  snowmobile  and  back- 
pack on  IP  land  for  a  fee;  they  can  even 
lease  land  for  a  cabin  for  S700  to 
$1,000  a  year. 

Growing  trees  takes  a  long  time — 
1 5  to  20  years  for  paper  and  30  to  40 
years  for  lumber.  While  the  trees  are 
growing  on  IP's  6-million-plus  acres, 
the  land  yields  IP  litde;  by  selling 
recreational  use  of  the  land,  IP  gets 
extra  revenue  during  these  long 
growing  periods.  Almost  t\vo-thirds 
of  IP's  land  is  now  in  the  the  so-called 
wildlife  and  recreation  program.  Last 
year  the  program  generated  some  S 1 0 
million  in  revenues  for  IP  Timber- 


lands.  That's  a  minuscule  portion  of 
International  Paper's  SI 3  billion  in 
revenues,  but  nobody  is  sneering. 
"It's  growing,  and  we  expect  reve- 
nues to  double  in  fixe  years,"  says 
William  Wall,  wildlife  ecology'  manag- 
er for  the  midsouth  region. 

As  revenue  from  the  leasing  pro- 
gram increased,  regional  forest  man- 
agers began  to  manage  their  proper- 
ties somewhat  differently.  They  be- 
gan leaving  corridors  of  trees  between 
cut  areas  for  wildlife  to  travel  through 
and  planting  "food  plots"  for  animals 
in  open  areas  rather  than  reseeding  all 
of  them  with  trees.  They  have  also 
reduced  the  size  of  clear-cuts  and  now 
lea\e  stands  of  trees  uncut  while 
N'ounger  stands  next  to  them  grow. 
They  are  finding  ways  of  protecting 
endangered  species,  such  as  the  black 
bear  in  the  South.  The  effort  focuses 
on  enhancing  the  bear's  habitat. 

Company  w  ildlife  biologists  renew 
timber  decisions.  They  don't  have 
veto  pow  er,  but  they  do  get  listened 
to.  "There  were  times,"  says  John 
Georges,  chairman  and  chief  execu- 
tive officer  of  International  Paper, 
"when  some  executives  were  asking, 
'Is  it  worth  it — should  we  be  doing 
this?'  "  Local  managers  were  taking 
flak,  for  example,  fi^om  neighbors 
w  ho  had  become  accustomed  to  us- 
ing the  properties  for  free.  But  oppo- 


John  Squires.  Dresident  of  International  Paper  Forest  Resources 

In  IP's  East  Texas  timberlands.  where  wildlife  and  timber  harvesting  coexist. 
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ONE  OF  THE  BIGGEST  THINGS  WE  EVER  ACCOMPLISHED 

WAS  BECOMING  THIS  SMALL. 


BP's  Endicott  Field  in  Alaska's  Beaufort  Sea.TWo  tiny, 
man-made  islands,  less  than  60  acres  in  all.  Small,  yet 
so  efficient,  it  produces  over  100,000  barrels  of  oil  every 
day.  In  fact,  what  we've  learned  at  Endicott  will  help  us 
make  every  field  of  the  future  smaller,  more  efficient. 
Which  may  just  make  Endicott  our  biggest  success  story 
yet.  For  more  information,  write:  BP,  Public  Affairs, 
200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


The  Energy  To  Change 


$19,995* 

IWC's  Da  Vinci®,  an  automatic  chrono- 
graph with  perpetual  calendar  and  moon 
phase  indicator- 
It  will  be  a  reminiscence  of  Leonardo 
Da  Vinci's  ingenuity  for  entire 
generations  of  watch  connoisseurs  to 
come  -  at  least  until  the  year  2499. 


The  century  slide  for  IWC's  Da  Vinci® 
automatic  chronograph. 
In  the  year  2200,  it  will  propel  an  entire 
generation  of  watchmakers  into 
the  technological  world  of  the  1990s. 
Dear  watchmaker:  we  hope  you  will 
forgive  us  that  your  colleagues  from 
Schaffhausen  have  created  the  Da  Vmci 
in  such  a  way  that  you  rarely  have  the 
opportunity  to  see  one  in  your 
professional  capacity. 
But  chances  are,  you  will  be  able  to  open 
one  of  them  in  early  January  2200  and 
marvel  at  the  ingenuity  of  the  old  masters. 
As  you  peer  in  amazement  into  its 
intricate  movement,  don't  forget  to  insert 
the  new  century  slide  for  the  period  from 
2200  to  2499.  Your  customer  will  have 
brought  it  along  sealed  in  a  tiny  vial. 
Should  you  elect  to  keep  the  Da  Vmci  a 
little  while  -  for  educational  purposes,  of 
course  -  we  suggest  that  you  refrain  from 
oflFering  the  owner  a  substitute  watch. 
After  all  this  time,  he  is  likely  to  regard  it 
as  a  breach  of  loyalty  to  his  Da  Vinci. 
Yours  truly,  IWC. 

IWC 

For  further  information  and  a  complete  catalogue  on  all  IWC  timepieces 
please  call  1-800-432-9330 

Beverly  Hills.  CA:  Fred  Joaillier.  Inc.,  (213)  278  37.1,^  •  Beverly  Hills,  CA:  Princes.-;  Jewels  Collection.  (21.^)  276S.S.S6  .  Carmel.CA: 

Hcsscibein's  Inc.  (408)  62.S-2.S22  •  Denver.  CO:  Hyde  Park  Jewelers,  (.303)  7S.S-354I  •  Fargo,  ND:  Royal  Jewelers, 

(701)  232-2491  •  Honolulu,  HI:  Royal  Hawaiian  Gems,  (808)  926-2722  •  Kttchum.  ID:  Jensen  Stern,  (208)  726-2.»6l 

I.incolnwood,  IL:  Smart  Jewelers,  (708)  673-6000  •  Los  Angeles,  CA:  Chong  Hing  Gold.smith,  (818)  289  6992  •  lx>s  Anjeks,  CA: 

Morgan  &  Co.  Jewelers,  (213)  208-3377  •  Monterey  P»rk,CA:  Chong  Hing  Goldsmith,  (213)  623  364 ,s  •  New  OrleiiK,  LA: 

Adier's,  (504)  523-5292  •  Newport  Beach, CA:  Traditional  Jewelers,  (714)  760-8035  •  Salt  Lake  City,  IT:  O.C  Tanner, 

(801)  532-3222  •  .San  Francisco,  CA:  Shapur,  (415)  392-1200 

'Mtnuficlurcf's  sujigcMcd  rclail  price 


International  Paper 

sition  melted  when  the  program  be- 
gan paying  off  in  more  plentiful  game 
and  more  attractive  forests.  "Lands 
that  were  an  eyesore  with  no  game  are 
now  a  showcase  with  abundant 
herds,"  says  Wall. 

Other  timber  companies  have  tak- 
en a  leaf  from  IP's  book.  Wesnaco, 
Champion  International  and  Weyer- 
haeuser now  have  programs  well  un- 
der way.  "Our  competitors  watched 
us  get  beat  up,  then  when  things 
calmed  down,  they  came  in,"  says 
John  Squires,  president  of  Intema- 


International  Paper's  John  Georges 
Good  for  wildlife  and  the  botton  Hue. 


tional  Paper  Forest  Resources. 

One  thing  that  brought  the  com- 
petitors in  was  the  public  relations 
dividend  IP  began  to  reap.  People  who 
use  the  land  for  recreation  feel  gcKxl 
about  IP.  So  do  all  but  the  most 
extreme  environmentalists.  "The  ir 
story,  when  told,  will  give  (other) 
companies  the  idea  they  can  do 
more,"  says  lern  Anderson,  a  Mon 
tana  State  Univcrsit)'  economics  pro 
fes.sor.  .\nderson  is  a  well  known  ad- 
Nocate  lif  tree  market  cn\iri>nmental- 
ism — the  concept  that  the  free  market 
can  be  used  to  protect  the  enviriMi- 
ment  a  U>t  more  ethciently  than  gov- 
ernment management  can. 

The  pnygram  will  probablv  never 
iAo  w\)nders  for  Intcnutional  Pa^vr's 
pri>rtt  statement,  but,  sa>-s  Cici>rges, 
"It  pays  its  way  and  Ix'netits  the  en\i 
rt>nment."  IP  plans  doitig  more      ^ 
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What  really  constitutes 

financial  strength  In  todayls 

insurance  marketplace? 

An  impeccable  balance  sheet 

And  profits. 


If  you're  concerned  about  the  financial  strength  of  your 
insurance  organization,  here  are  some  questions  you  should  ask. 

Whats  the  clearest  indicator  of  financial  health? 

A  balance  sheet  of  impeccable  quality,  conservatively 
managed.  Lx)ok  at  AIG's  financial  statements.  You'll  find 
$10  billion  in  capital  funds;  $15  billion  of  general  insurance 
loss  reserves;  and  $1.4  billion  in  after-tax  profits  in  1990. 

How  important  are  the  designations  awarded 
by  the  rating  agencies? 

Very  important  They  provide  an  impartial,  thoroughly 
researched  measure  of  a  company's  financial  strength.  AIG 
holds  the  highest  ratings  awarded  by  the  principal  agencies. 
They  are  a  prized  asset,  enabling  us  to  capitalize  on  business 

opportunities  not  open  to  those 
without  these  credentials. 

Are  there  substantial  differences 

in  the  way  insurance 

organizations  are  managed? 

Yes.  Take  investment  and  under- 
writing philosophies.  In  investing, 
AIG  has  an  insignificant  exposure 
to  high-yield  securities  and  com- 
mercial real  estate,  which  have 
lately  caused  so  many  problems  for 
other  companies.  The  overall 
quality  of  our  assets  is  excellent, 

with  new  cash  flow  invested  primarily  in  investment-grade 

fixed-income  securities. 


AIG  Ratings: 

Standard     a  *   a 
&  Poor's    AAA 

Moody's    AS3, 


A.M.Best  Co. 


A+" 


■rVTnni»  Pw(»m  Cxmak\i'nT%mirs 


AIG  Domestic  Bond  Portfolio  Ratings* 


17.1% 


•   AAA   A 

39.1%  m 

4 

AA      • 
34.6% 
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We  also  believe  underwriting 
profits  are  ftindamental  to  the 
long  term  stability  and  health 
of  a  company.  Hence,  we  are 
committed  to  meeting  the 
needs  of  the  public  for  insur- 
ance products  while  maintain- 
ing strict  underwriting  discipline. 
For  years  these  beliefs  have  produced  outstanding 

results.  Including  a 

return  on  equity  that 

has  consistently 

exceeded  the  industry 

average  by  a  wide 

margin. 


What  other  qualities 
should  I  look  for? 


Return  on  Equity 


•80  '81    82  •H^  84  85  '8*  87  88  89  90 
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A  strong  commitment  to  its  basic  business,  a  diversi- 
fied business  portfolio  and  global  presence.  AIG  is  the 
nation's  lai^gest  underwriter  of  commercial  and 
industrial  coverages.  We  also  have  an  international 
network  second  to  none. 

So  if  you're  looking  for  financial  strength,  stability 
and  commitment  for  the  long  term,  consider  the  insur- 
ance oiiganization  that  has  demonstrated  exactly  those 
characteristics  for  decades.  If  you  would  like  a  copy  of 
our  annual  report  write  to  American  International 
Group.  Inc..  Dept  A,  70  Pine  St..  NY  NY  10270. 


AIG 


World  leaders  in  insurance  and  financial  services. 


Swiss  billionaire  Klaus  Jacobs  bulled  his  way  into  the 
U.S.  candy  market.  All  he  wants  now  is  to  be  made  whole, 

AiYogance 
goeth 

before  a  fall 


By  Amy  Feldman 


Brach's  Peter  Rogers 
Playing  Mr.  Hx-lt 
to  the  country's  largest  maker 
of  bagged  candies. 


When  Philip  Morris  paid  S3. 8  bil- 
lion last  year  for  Jacobs  Suchard  A.G., 
it  wouldn't  touch  its  American  sub- 
sidiary, E.J.  Brach  Corp.  Suchard,  the 
Swiss  chocolate  and  coffee  conglom- 
erate, was  in  fair  shape,  but  Brach — 
which  makes  penny  candies  like  star- 
light mints  and  chocolate-covered 
raisins — was  in  serious  trouble.  Philip 
Morris  didn't  want  the  headache. 

The  Swiss  management  had  man- 
aged to  create  a  real  mess.  Brach  was 
founded  in  1904,  and  purchased  by 
American  Home  Products,  which 
owned  it  from  1966  to  1987.  During 
those  83  years  Brach  garnered  about 
two-thirds  of  the  market  in  the  U.S. 
for  candy  sold  in  bags,  now  some  7% 
of  the  S9  billion  U.S.  candy  market. 

Suchard  bought  it  in  1987  for  close 
to  S750  million  in  an  apparent  effort 
to  get  more  distribution  in  the  U.S. 
for  its  fancier  brands.  Jacobs  had  built 
his  family  cofft  z  business  into  a  candy 
giant  with  his  1982  purchases  of  the 
Swiss  brands  Suchard  and  Tobler. 

Jacobs,  an  impetuous  German- 
born  billionaire,  just  didn't  under- 
stand the  U.S.  market.  Nor  did  he 
listen  to  those  who  did.  "It  was  auto- 
cratic," says  Lawrence  Dicke,  senior 
vice  president  of  finance,  who  has 
been  with  Brach  for  t\vo  decades. 

Americans,  for  example,  eat  less 
candy  than  do  Europeans  and  buy  it 
mosdy  on  impulse.  American  distri- 
bution is  far  more  complex  because  of 
the  plethora  of  store  t\pes  and  their 
sheer  number.  .-Vnd  in  the  U.S.,  candy 
sales  tend  to  be  concentrated  around 
four  holidays — Halloween,  Christ- 
mas, Valentine's  Day  and  Easter.  In 
Europe  people  indulge  their  sweet 
tooth  all  year  round. 

Plowing  ahead,  Jacobs  changed 
Brach's  name  to  Jacobs  Suchard  Inc. 
(which  few  retailers'  purchasing  di- 
rectors could  pronounce  correctly), 
and  purged  the  company's  top  man- 
agement in  favor  of  longtime  Jacobs 
Suchard  executives  from  Europe. 

Next,  Iact)bs'  European  managers 
started  tinkering  with  Brach's  prixl- 
uct  line.  They  reduced  the  number  of 
items  from  1,700  to  400.  Stariighi 
mints,  for  example,  now  came  in  6 
sizes  instead  of  20.  What  this  meant 
was  that  a  drugstore  could  no  longer 
sell  a  9V2  ounce  Kig  for  a  higher 
margin  than  the  7  ounce  bag  ax-ail- 
able  at  a  discount  iniilet. 
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We're  so  confident  of  the  Alfa  Romeo  164,  our  warranty 
even  covers  things  we  have  no  control  over. 


As  a  tangible  measure  of  our  confidence  in  the 
Alfa  Romeo  164,  we'v«  included  a  wan-anty  thafs 
much  more  than  just  a  warranty.  It  covers,  of  course, 
all  the  basics  and  then  some.  But  it  might 
raise  an  e>ebro\v  to  discover  that  the 
cost  of  installing  your  spare  tire 
while  you're  on  the  road,  or  a 
roadside  service  call  if  vou 
run  out  of  gas  is  on  us.  The 
Alfa  Romeo  Assurance 
Program.  It's  standard  equip- 
ment on  e\er>'  nesv  164.  Call 
V«)0-24SALfA  for  the  dealer 
nearest  >ou  for  details  and  a  copy 
of  the  limited 
warranty.' 

•bnwgency  HMdsjrfe  «Hvw»  and  mp  wafm^Xion 
pni«d«J  by  CroM  Coumrv  Mow  duU  Inc. 
Boston.  MA  02155:  ecepi  m  CaMomu.  wtmr 
tetvnes  «e  pronded  by  Cios  Ow«nr  MMor 
Ck*  of  CiKfoniu.  Inc.  Barton.  MA  0715S 
C*99l  Alti  lbm«n  DnmikMDn  a<  Na>4t  Amcnci 


Doing 

Business  with 
Confucius. 


It's   a  well-known   fact:  some 

Asian    countries    are    annong    the 

^_______.^    world's  leading  econ- 

rtie  success  omies. 

of  the  Confucian  Looking     closer 

philosophy  at  the  causes,  one 

In  the  computer      of    the    first    things 

age.  that  springs  to  mind 

"^^^"^^"^    are  the  teachings  of 

Confucius,  dating  from  over  2,500 

years  ago  -  a  school  of  thought 

which    laid    the    groundwork    for 

an  unusually  favorable  economic 

environment. 


The  foundation  for  success  has 
been  built  on  an  uncompromising 
recognition  of  competence,  the 
importance  of  getting  a  good  edu- 
cation, and  especially  the  indi- 
vidual's profound  feeling  of  being 
at  one  with  both  society  and 
his  employer. 

It  goes  without  saying  that 
such  strengths,  which  have  evolved 
over  generations,  also  involve 
duties.  For  in  order  to  sustain  the 
climate  of  harmony,  each  individual 
is  expected  to  comply  with  various, 


and  at  times  subtle,  rules  of  behavior. 

To    take    an    example:    those 
much-beloved      and      protracted 
business  dinners  are  not  designed 
primarily  as  a  medium  for  business  I 
negotiations. 

But  by  fostering  a  state  of  har- 
mony and  creating  the  correct 
atmosphere,  they  do  help  one 
successfully  conduct  business. 

If  in  the  course  of  negotiations   - 
you  are  confronted  with  a  situation 
where   you    could    in    some   way 
cause  your  counterpart  to  "lose   . 


I 


face,"  you  should  refrain  from  per- 
'*sisting  even  if  you  are  clearly  in  the 
right.  You  can  expect  this  dennon- 
stration  of  good  will  to  be  met  with 
grateful  recognition,  even  if  none  of 
those  present  openly  show  it. 

By  behaving  in  this  way,  you 
will  have  by  no  means  lost  in- 
fluence. On  the  contrary,  you  will 
have  shown  that  you  have  taken 
to  heart  the  most  important  rule 
of  conduct:  in  a  dignified  manner, 
i  always  permit  your  counterpart  to 
save  face.  And  by  doing  so,  you  will 


also    further   your   own    interests. 

Business  in  Asia  requires  pa- 
tience and  time.  But  once  accept- 
ed, you'll  always  be  accepted. 

Dresdner  Bank  has  been  an 
active  and  respected  member  of 
the  Asian  business  scene  for  many 
years  now,  with  nearly  five  hundred 
committed  professionals  -  both 
western  and  eastern  -  serving 
customers  with  their  experience 
and  expertise. 

Our  customers  know  they 
can  rely  on  us  to  help  bring  their 


interests    into    harmony   with    the 
various   Asian    mar-    


kets,   each    with    its     Striving  for 
own  particular  local     harmony  as  a 
business  customs.       formula  for 

And    yet,    every     competitive 
day    even    we    still     success. 
learn  something  new.    ^^^^^^~ 

That  is  how  it  should  be.  For,  in 
the  words  of  a  Chinese  proverb, 
continually  striving  to  secure  long- 
term  success  is  more  important 
than  "quickly  plucking  a  feather 
from  a  passing  goose." 


Dresdner  Bank 


f\ 


^^eorigi»^^^^^y»^y^ 


"^m.fi ' 


OUTIASTED  52  VPs 

14  SR  VPs,  4  CFOs 

AND  ONE  m 


y 


llj  Ah  yes,  the  ever-changing  faces  at  the 
office.  Some  with  titles  they're  not  even  aware 
of.  But  nobody  ever  talks  behind  a  Savin  copier's 
back.  They're  so  dependable  they've  been  known 
to  last  twenty  years.  Perhaps  the  only  reason 
you'd  replace  your  old  Savin  copier  is  to  get  your 
hands  on  the  full  range  capability  of  a  new  one. 
Ij  Take  the  new  Savin  9710.  It  has  all  the 
features  you  need  in  this  don't-give-me-any- 
problems-1-have-to-have-it-or-the-S.O.B.-will- 


fire-me  business  world.  [||  Like  high  speed  and 
high  volume  performance,  with  a  3700-sheet 
paper  capacity  Seven  preset  enlargement/ 
reduction  modes,  with  an  eighth  you  can  set 
where  you  like.  Automatic  copying  from  unburst 


e  1991  Savin  Coiporation 


computer  forms  so  you  don't  have  to  stand 
there  contemplating  the  pushijin  holes  in  the 
wall.  A  guidance  display  so  easy  even  the 
interns  can  figure  it  out.  And  a  Job  Card  System 
that  makes  those  tedious  copying  jobs  duck 
soup.  Ill  So  here  are  two  suggestions.  Pray 
that  the  SOB  doesn't  resurface  at  your  next 
)0b  And  call  Savin  today  at  1  -800-52-S«/lN  % 

saum 


WE  MIND  YOUR  BUSINESS 


Brach 


Failing  to  grasp  the  importance  of 
the  holiday  seasons,  Jacobs'  new  U.S. 
managers  neglected  the  usual  promo- 
tions such  as  Easter  and  Christmas. 

It  wasn't  long  before  retailers  de- 
serted to  Brach's  competitors.  Many 
switched  to  Chicago- based  Farley 
Candy  Co.,  the  country's  second- 
largest  general-line  candy  company 
(1990  sales,  $150  million),  or  to 
smaller,  regional  competitors. 

By  the  end  of  1989  Brach  had 
operating  losses  of  some  $50  million 
and  sales  had  fallen  off  by  20%,  to  a 
dismal  $470  million.  That  year  Jacobs 
Suchard's  profits  declined  by  10%,  to 
$216  million,  on  sales  of  $5.2  billion; 
the  decline  was  primarily  the  result  of 
weakness  in  the  U.S.  operation. 

This  was  the  disaster  that  Philip 
Morris  wanted  no  part  of  Jacobs, 
clearly,  wanted  out,  too.  In  August 
1990  Jacobs  brought  in  Peter  Rogers, 
53,  previously  Ross  Johnson's  right- 
hand  man  at  RJR  Nabisco.  A  blunt- 
talking  Englishman  with  a  doctorate 
in  biochemistry  and  plant  physiology, 
Rogers  knows  the  candy  business  in- 
side out.  He  had  been  president  of 
Chicago-based  Curtiss  Candy  Co.  in 
the  1970s,  and  at  Nabisco  had  pushed 


Making  jelly  beans 
T«n  days  to  produce, 
59  cents  per  pound. 


everything  from  Baby  Ruths  and 
Chewy  Chips  Ahoy!  to  Butterfingers. 
"In  12  years  I  had  18  titles,  and 
basically  what  1  did  was  fix  broken 
businesses,"  Rogers  says. 

He  quickly  decided  the  way  to  fix 
this  business  was  to  restore  the  formu- 
la that  had  made  it  successfiil  before 
Jacobs  stepped  in.  He  understands  a 
company  like  that  can't  just  carr\'  the 
most  profitable  items.  It  must  sell 
ever^'thing  a  retailer  needs.  The  prod- 
uct line  that  Jacobs  had  trimmed. 


Rogers  is  fleshing  out  again.  It  now 
has  1,300  items.  "By  and  large,  what 
we're  trying  to  do  is  sell  programs,  not 
products,"  says  Rogers.  "We  can't 
exist  as  an  item-by-item  company." 
Chastened,  Jacobs  is  keeping  hands 
oft'.  He  refiises  to  put  in  more  money 
and  doesn't  always  attend  board 
meetings,  although  he  continues  to 
own  100%  of  the  company.  Jacobs  has 
even  brought  back  Ned  Mitchell, 
Brach's  former  president,  who  was 
forced  out.  Mitchell  is  now  a  member 
of  the  board. 

Rogers  estimates  that  it  will  take 
three  years  to  turn  the  company 
around —  it's  now  slightly  profitable. 
He  projects  1993  pretax  profits  of 
around  $70  million  on  sales  of  $800 
million,  which  would  bring  Brach 
back  to  where  it  was  when  Jacobs  put 
it  on  the  downhill  path.  "It's  not  a 
quick  fix,"  says  Rogers.  "You  only  get 
to  play  Valentine  once  a  year.  If  you 
screw  it  up,  you  have  to  wait  a  whole 
year.  And  if  you  screw  it  up,  they 
won't  buy  from  you." 

For  Rogers,  it  will  be  Valentine's 
Day  when  he  has  nursed  Brach  back 
to  the  point  where  Klaus  Jacobs  can 
get  his  money  back.  Hi 


Seek  growth  in  Latin  Americans 
economic  changes. 

Introducing  Merrill  Lynch  Latin  America  Fund. 


^     n 


Growth  opportunities  are 
opening  up  in  L^tin  America 
as  economics  and  politics 
change.  With  this  Fund,  you 
can  tai^e  advantage  of  the 
long-term  capital  appreciation 
that  may  result  as  new 
markets  flourish. 

The  Fund's  management 
invests  primarily  in  debt  and 
equity  securities  of  Argentina, 


Brazil,  Chile,  Mexico  and 
Venezuela,  which  they 
believe, may  benefit  investors 
seeking  growth. 

Ask  your  Merrill  Lynch 
Financial  Consultant  for 
more  information. 

For  more  complete  information,  including 
all  charges  and  expenses,  and  the  special 
considerations  associated  with  the  risks  of 
international  ir]L)esting,  request  a  prospectus 
Please  read  it  carefully  before  \x^u  int^st  or 
send  money. 


Call  1-800-637-7455, 


4 


Please  send  me  a  (nee  brochure  and  prospectus  on  the 
Memll  Lvnch  Latin  Amenca  Fund.  Inc 


Name_ 


Address. 
C.tv 


Slate- 


.Zip- 


Home  Phone. 


©1991  Merrill  Lynch.  Pierce.  FennerA  Smith  Iik  Member  SIPT 


Business  Phone 

Merrill  Lynch  clients,  plea.se  give  the  naine  and 
liKation  o(  vt>ur  FinarKial  Consultant 


Merrill  Lynch 

A  tradition  of  trust. 
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Inter-Continental  Hotels  was  already  having  a  hard  time 
earning  back  the  high  price  paid  for  the  chain  in  1988. 
Then  people  stopped  traveling. 


No  more 
chocolates 


By  John  Marcom  Jr. 

Of  ALL  THE  DEALS  done  in  the  boom- 
ing 1980s,  few  now  look  as  poorly 
conceived  as  the  1988  purchase  of 
Inter- Continental  Hotels.  Japan's 
Saison  Group,  controlled  by  billion- 
aire Seiji  Tsutsumi,  paid  Britain's 
Grand  Metropolitan  Pic.  $2.25  bil- 
lion for  the  chain.  Much  of  the  money 
was  borrowed. 

Perhaps  sensing  the  trouble  that  lay 
ahead,  Tsutsumi  quickly  sold  an  inter- 
est to  Scandinavian  Airlines  System, 
which  injected  $500  million  in  equity 
(Forbes,  July  8).  sas  got  a  40%  stake 
in  a  101 -hotel  chain  burdened  with 
debt  approaching  $1.5  billion. 


The  new  owners  did  boost  operat- 
ing income  somewhat  during  their 
first  two  years  of  ownership,  but  not 
enough  to  cover  the  costs  of  the  debt. 
Last  year  the  chain  lost  $43  million, 
pretax,  on  revenues  of  about  $775 
million. 

Worse  was  in  store.  With  the  Gulf 
war  raging  earlier  this  year,  a  big  U.S. 
chent  canceled  bookings  under  which 
guests  in  its  incentive  program  would 
have  stayed  at  Inter-Continental's 
two  hotels  in  Paris.  "One  phone  call 
cost  us  30,000  room-nights,"  shud- 
ders John  van  Praag,  54,  a  Dutch- 
born    former   McKinsev   consultant 


who  became  Inter- Continental' 
chief  executive  last  year.  "We  looke« 
over  the  edge,  and  we  didn't  sei 
bottom."  Van  Praag  figures  the  Gul 
war  could  have  wiped  out  the  com 
pany's  1991  projected  S125  millior  ^ 
operating  profit  without  the  cost-sav 
ing  measures  taken  in  its  wake. 

Say  this  for  van  Praag:  He  reactec 
quickly.  He  gave  up  hope  of  embark  (ii 
ing  on  S450  million  in  needed  refur 
bishments.  And  he  saved  another  $8 
million  by  eliminating  expenses  tha 
most  customers,  usually  senior  busi 
ness  travelers,  probably  won't  notice 
For  example,  guests  turning  in  for  th 
night  at  Inter- Continental  hotels] 
around  the  world  no  longer  find  a 
chocolate  on  their  pillow.  "Nobodyl 
eats  them  anyway,"  says  van  Praag 
Other  subtle  measures  include  delay 
ing  maintenance  projects  in  service 
areas,  putting  staff  on  reduced  work- 
ing hours  and  suspending  the  group's 
image  advertising. 

More  important  than  chocolates 
are  "perfect  messages,  perfect  faxes'' 
and  other  services,  says  van  Praag,  for 
"the  senior  businessman  who  still  has 
to  file  an  expense  report  at  the  end  of 
the  trip." 

Van  Praag  knows  that  no  matter 
how  carefully  it  is  done,  cutting  costs 
will   not  fill  up  the  chain's  nearly 


Inter-Continental's 
John  van  Praag 
First  stnig^ing 
with  a  huge 
interest  burden, 
tt>en  the  impact 
of  the  Gulf  war. 
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"I  thought  I  was 

too  small  for  IBM 
and  they  were 
too  big  for  me.'' 


"ffp  onK'  needed  a  netuuHi  of 
sj.r  PCs  nnd  some  sttftuare,  stt  I  bet 
my  partner  half  a  buck  IBM  couldn't 
be  bothered. 

"They  vame  that  aftemfxm. 

'^ And  they  not  onh  kneiv  our 
business^  they  bent  over  backiixirds 
to  win  it.  The  (mly  thing  they-  didn't 
understand  uas  it /rv'  /  uanted  a 
fifty-vent  rebateT 

At  IBM.  smaller  businesses 
are  big  business  indeed.  In  fact, 
we  ha\e  specialists  devoted  to 
helping  smaller  companies 
find  the  right  solution^  at  the 
right  price.  Their  proposals  are 
clear  and  concise.  lhe\  arrange 
for  demonstrations,  and  the% 
can  offer  financing  that's 
\er>  competitKe. 

For  more  information  about 
IBM  and  small  business,  or  to 
hear  from  an  IBM  marketing 
representative,  call   — — ^  —    — 
us  at  I  800  IBM-       =    =:£  ==^ 
6676,  ext.  977. 
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In  telecommunications, 

a  new  order  of  smart, 

aggressive  companies 

is  emerging. 


Strong  performance 
doesn't  just  happen.  It  takes 
sound  strategic  planning. 

At  ALLTEL  Corporation, 
our  strategy'  of  enhancing 
our  core  telephone  business, 
while  mo\ing  into  high 
growth  fields  like  cellular 
telephone,  information 
ser\ices  and  produa 
distribution  has  produced 
consistendy  strong  results. 

Our  five-year  average 
total  annual  return  of  27% 
outperformed  the  S&P  and 
the  Dow,  as  well  as  our  peer 
group  —  the  nation's  14  largest  telecommunicadons 
companies.  We're  also  an  industr\'  leader  in  net  mcome  and 
earnings  per  share  growth  and  return  on  equit)'. 

For  more  information  on  ALLTEL's  strong  performance, 
write  or  call  for  a  copy  of  our  annual  report. 

wCIUXEL 

CORPORATION 

Telecommunications  •  Cellular  •  Product  Distribution  •  InforaaOM  Scnrka 
For  more  information,  call  (501)  661-8999  or  write  to:  ALLTEL  Investor  Relations  •  One  Allied  Drive  •  Linle  Rock,  AR  72202 


Inter- Continental  Hotels 


The  restored  lobby  of  Inter-Contmentais  Le  Grand  Hotei  m  Paris 

A  iiMicfHie«ded  up^radii^  of  otliar  hotels  has  been  put  on  hoM. 


40,000  rooms.  Occupano  this  year 
so  tar  has  averaged  57%,  \ersus  64% 
last  year.  To  boost  the  figures  he  must 
spend  money. 

Many  of  the  hotels'  locations, 
claimed  in  the  early  years  of  jet  travel 
by  the  chain's  founder.  Pan  Am,  are  as 
good  as  they  ever  were.  But  under 
Inter-Continental's  parsimonious 
British  owner  several  of  the  hotels 
were  allowed  to  deteriorate  and  now 
look  tatt\ . 

To  attract  people  who  can  afford 
S300  and  S400  a  night  for  a  hotel 
room,  van  Praag  intends  to  resume,  as 
quickly  as  possible,  the  program  to 
upgrade  his  hotels.  One  step  in  this 
makeover,  taken  before  the  Gulf  war 
shut  down  spending,  involved  Inter- 
Continental's  Le  Grand  Hotel  in  Par- 
is, just  steps  from  the  opera.  In  a  $24 
million  refurbishment  of  the  hotel's 
public  rooms,  a  hideous  suspended 
ceiling — someone's  cheap  idea  of 
modernization  in  the  1960s — was  re- 
moved from  the  central  courtyard  to 
reveal  a  handsome  iron -and -glass 
roof.  Now  the  Grand's  main  floor 
looks  ever\'  bit  as  grand  as  its  neigh- 
bors'— and  more  deserving  of  the 
S415  a  night  the  hotel  charges  for  a 
double  room. 

V^an  Praag  senses  that  hotel  proper- 
ty- prices,  in  the  U.S.  especially,  may 
be  bottoming  out;  he  says  he'd  like  to 
be  a  buyer.  In  New  York,  for  example, 
the  Inter-Continental,  just  off  Park 
Avenue  on  48th  Street,  isn't  up  to  the 
quality-  of  its  prime  prop>erties  in,  say, 
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London  and  Paris.  \'^an  Praag  says  he 
would  be  interested  in  either  renovat- 
ing the  New  York  hotel  or  perhaps 
acquiring  a  fancier  one. 

Before  Tsutsumi  bought  the  chain. 
Grand  Met  sold  Inter-Continental's 
Adanta  hotei.  V^an  Praag  says  Adanta 
is  just  the  sort  of  international  cit\- 
where  the  chain  ought  to  be  repre- 
sented. A  new  Inter- Continental  is 
under  construction  in  downtown  Los 
Angeles. 

During  an  interview  in  Inter-Con- 
tinental's offices  overlooking  Lon- 
don's Green  Park,  van  Praag  says  that 
the  chain's  finances  will  soon  be  re- 
structured to  relieve  some  of  the  debt 
pressures.  But  until  Inter-Continen- 
tal's business  picks  up,  van  Praag  will 
have  trouble  generating  internally  the 
money  necessary  to  bring  occupancy- 
rates  up.  By  the  same  token,  not 
spending  the  money  will  keep  occu- 
pancy- rates  low-.  Recognizing  the 
bind  he's  in,  van  Praag  says  he  will 
increase  spending,  but  carefiilly  and 
gradually. 

"We're  in  for  at  least  fixe  more 
years  of,  if  not  recession,  a  slow  econ- 
omy," says  van  Praag.  "I  don't  see  the 
boom  coming  back  in  Britain,  or  the 
L'.S.,  or  even  on  the  Continent,  ex- 
cept maybe  for  Germany.  We  should 
plan  and  organize  for  the  five  remain- 
ing years  of  seven  lean  years."  That's 
not  a  particularly  rosy  assessment,  but 
it's  probably  a  realistic  one — for  In 
ter- Continental  and  for  others  in  the 
business  travel  industr\-.  Hi 


The  monthly 

magazine  on 

Australian 

business 

BRW  International  is  the  window 

on  business  in  Australia  and  New 

Zealand,  and  the  southern  axis  of  the 

Pacific  Rim. 

As  the  monthly  edition  of  Australia's 

leading  business  magazine, 

Business  Review  Weekly,  it  is 

designed  specifically  for  international 
business  managers  and  investors. 

BRW  International  will  keep  you 

informed  of  the  policy,  economic 

trends  and  corporate  stratagies  that 

will  help  identify'  opportunities  for 
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1  year -US$58.00 

Method  of  payment:  Bank  draft/cheque 
payable  to  -  BRW  Publications 
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Country... 

Return  your  order  to:  BRW  International 
John  Fairtax  &  Sons.  Suite  1002. 
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USA  1004 


During  17  years  as  Warner  Communications'  boss 
Steve  Ross  earned  nearly  $280  million.  A  leading  ' 
compensation  expert  explains  how  Ross  did  it. 

The  priiice 
of  pay 

By  GraefS.  Crystal 


^^^ 


Based  only  on  his  salary,  Time  War- 
ner's co-chief  executive  Steven  Ross 
wouldn't  make  the  finals  for  most 
outrageously  paid  executive.  For  the. 
14  years  from  1976  through  1989, 
Ross,  as  head  of  Warner  Communica- 
tions, earned  a  total  of  $7.1  million, 
or  $500,000  per  year,  on  average. 

But  in  terms  of  the  total  compensa- 
tion packages  he  has  negotiated  for 
himself,  Ross  emerges  as  the  coun- 
tr>''s  best-paid  chief  executive  of  a 
major  publicly  traded  company  for 
the  better  part  of  tvvo  decades.  From 
1973  through  1990  Ross  made  close 
to  $280  million.  Average  annual  com- 
pensation:  $15.5   million  per  year. 
Few  chief  executives  get  truly  rich  on 
salary  alone.  If  corporate  executives 
crash  The  Forbes  Four  Hundred,  they 
usually  do  so  because  thev  ha\c  a 
substantial  interest  in  a  companv  that 
flourishes.  They  get  rich  ofl"  market 
appreciation,  not  off  salan-.  Ross  has 
gotten  rich  ofl^  salar>',  bonuses  and 
other  incentive  arrangements. 

To  be  sure,  Ross  has  paid  himself 
well  for  a  job  well  done.  From  1973 
(the  first  year  for  which  compensation 
statistics  on  Ross  are  readilv  available) 
through  Januar>'  1990,  when  Time 
acquired  Warner,  the  company  re- 
turned a  compound  23.9%  a  vear 
(counting  both  stock  appreciation 
and  dividends)  to  its  shareholders. 
When  this  performance  is  compared 
with  that  of  the  500  companies  that 
had  the  highest  market  capitalization 
in  1990  and  whose  stock  had  been 
publicly  traded  since  at  least  1971  (a 
group  of  407  companies),  only  17% 
did  better  by  their  shareholders. 

Ross  w  as  good  to  his  shareholders, 
but  better  to  himself  His  remunera 
tion  is  a  lesson  to  any  executiN  e  kx)k 
ing  to  creatively  enhance  his  compen- 
sation, or  any  board  memlvr  deter- 
mined to  watch  out  for  sharcholder>i. 
From  1973  through  1975,  Warner 
did  not  provide  a  detailed  breakdown 
of  Ross'  salan-  and  bonus.  .\11  we 
know  is  that  his  cash  compens^ition 
totaled  $1.1   milllion.  Hut  for  fiscal 
1976,  when  Warner  began  disclosing 
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LOT  OF  KEV  C 

In  fact,  78  of  the  top  100  U.S.  industrial  connpanies  are  MetLife  clients. 

Because  they  trust  MetLife  to  be  there  when  they  need  us.  The  first 

priority  of  an  insurance  company  is  to  be  financially  strong  and  stable, 

and  we  never  lose  sight  of  that  fact. 
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Steve  Ross 


executive  bonuses  in  its  prox)'  state- 
ments, Ross  received  a  5254,455  bo- 
nus on  a  salary  of  $260,000 — both 
fairly  modest. 

In  1977  Warner  created  a  ten-year 
bonus  plan  that  would  become  the 
blueprint  for  Ross'  S280  million  or  so 
in  earnings.  Ross  was  promised 
0.625%  of  Warner's  aftertax  profits, 
provided  the  most  recent  five-year 
average  was  at  least  S45  million.  If 
they  didn't  reach  that  mark."  The 
board  had  the  right  to  ignore  that 
hurdle  and  pay  Ross  a  bonus  anpvay. 
From  1977  through  1986  the  bonus 
plan  paid  Ross  a  total  of  S9.8  million. 

In  1987  Ross  persuaded  Warner's 
board  to  establish  a  sweeter  ten-year 
bonus  plan.  Warner  raised,  by  60%, 
the  percentage  of  profits  granted  to 
Ross  as  a  bonus — from  0.625%  to  1%. 
At  the  same  time,  the  board  eflfectively 
lowered  the  minimum  profitability' 
standard  that  Ross  had  to  meet  in 
order  to  collect.  When  he  negotiated 
his  1977  agreement,  Ross'  S45  mil- 
lion profit  threshold  represented  a 
16.8%  return  on  equit\'.  When  he 
negotiated  the  1987  agreement, 
Ross'  profit  threshold — which  was 
raised  to  $75  million — represented  a 
6.4%  return  on  equit)'.  In  a  sense, 
Ross  had  to  do  less  to  earn  more. 

In  1987,  the  first  year  the  new 
bonus  plan  was  in  place,  Ross'  bonus 
jumped  to  S3. 3  million,  nearly  dou- 
ble what  he  had  been  given  the  year 
before.  In  each  of  the  next  two  years 
he  received,  respectively,  $4.2  million 
and  $3.6  million.  From  1973 
through  1989,  then,  Ross  got  S29.4 
million  in  cash  salar\'  and  bonus. 

Steve  Ross  may  be  paid  better  than 
most  people,  but  like  the  rest  of  us  he 
works  hard  to  minimize  his  taxes.  For 
any  well-paid  executive,  a  good  way  to 
do  this  is  with  deferred  compensation 
plans,  whereby  a  portion  of  his  salar\' 
is  not  paid  out  but  accumulates,  un- 
taxed and  earning  a  return,  for  pay- 
ment later. 

But  Ross'  deferred  compensation 
was  not  a  deduction  from  the  salar\' 
and  bonus  figures  cited  above,  but 
rather  an  addition  to  them — a  kind  of 
bonus  on  a  bonus.  In  1977  the 
amount  deferred  amounted  to  25%  of 
the  sum  of  his  salar\-  and  bonus.  For 
the  next  five  years,  that  compensation 
rose  in  steady  five-pcrcentagc-point 
increments,  until  it  reached  50%  of  his 


combined  salarx'  and  bonus. 

In  1982  Ross  earned  a  salary  of 
$350,000  and  a  bonus  of  SI. 54  mil- 
hon.  In  addition,  he  received  a  de- 
ferred compensation  award  equal  to 
50%  of  his  SI. 89  million  cash  com- 
pensation, or  $945,000.  So  in  fact  his 
cash  and  deferred  compensation  to- 
taled S2.84  million. 

Even  though  the  deferrals  amount- 
ed to  only  50%  of  his  salar\'  (no  bonus 
included)  fi-om  1983  through  1989, 
they  added  up.  In  all,  from  1977 
through  1989,  Ross  got  $6.4  million 
of  deferred  compensation,  an  average 
of  about  $500,000  per  year. 

No  compensation  angle  escaped 
Steve  Ross'  attention.  Look  again  at 
his  deferred  compensation  plan.  The 
fine  print  let  Ross  take  for  himself 
some  of  the  tax  benefits  that  would 
normally  have  accrued  to  Warner. 
Here's  how  this  angle  worked: 

Suppose  that  $100,000  were 
placed  in  Ross'  deferral  account  and  it 
appreciated  to  $200,000  before  be- 
ing paid  out  to  Ross.  This  would 
result  in  a  deduction  for  Warner;  as- 
suming a  corporate  tax  rate  of  34%, 
the  company  would  be  able  to  lower 
its  corporate  tax  bill  by  $68,000.  But 
rather  than  let  Warner  take  full  advan- 
tage of  that  benefit,  Ross  took  much 
of  the  tax  advantage  on  the  apprecia- 
tion in  his  deferral  account.  In  this 
example,  he  would  have  ended  up 
with  an  extra  $34,000.  Again,  these 
rather  small  increments  grew  into  a 
nice  piece  of  change.  As  of  1987, 
payments  under  this  form  of  bonus 
arrangement  totaled  $2.3  million. 

We  haven't  even  reached  the  big- 
gest payments — those  involving  vari- 
ous forms  of  stock  and  stock  options. 

Ross  had  been  given  some  Warner 
option  grants  prior  to  1969.  By  1978, 
he  had  options  on  105,000  shares.  By 
March  1981,  these  had  profited  Ross 
to  the  tune  of  $12  million.  The  tune 
became  even  more  melodious  when 
he  exercised  another  option  in  1987, 
which  netted  him  S8.8  million  more. 

Under  a  plan  approved  in  1982, 
Ross  received  575,000  Warner  ''Bo- 
nus Units."  Essentially  these  were 
stock  options,  except  that  Ross  was 
allowed  to  collect  dividends  as  if  he 
owned  the  shares.  In  1990,  when 
Time  acquired  Warner  for  $70  a 
share,  these  Bonus  Units,  for  which 
Ross  paid  nothing,  were  cashed  out 


Warner's  bonus  baby 

Cummulative  total  compensation  ($millk)ns) 
$300 1 
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Note:  Forbes  reported  Ross'  1990  compensabon  as  $78  million, 
reflecting  the  fact  that  various  stock  plans  wre  cashed  out  in  1 9^ ' 
(See  Forbes.  May  27.) 


for  S57.2  million  (not  counting 
$12.4  million  he  received  earlier  fi-om 
a  similar  Bonus  Unit  grant). 

Including  tl.^  di\idends  he  received, 
the  Bonus  Units  produced  payments 
of  S73.6  million.  This  plus  his  salary, 
bonus,  deferred  compensation  and  tax 
sanngs  scheme  brings  Ross'  compen- 
sation fi-om  1973  through  1989  up  to 
$75. 3  million.  Even  including  the 
S57.2  million  he  received  ft"om  the 
Bonus  Units  in  1990,  we're  still  less 
than  halfivay  to  the  total. 

In  recent  years,  restricted  stock  has 
become  a  popular  compensation  me- 
dium. Restricted  shares  are  fi^ee  shares 
w  hose  resale  is  prohibited  t\pically  for 
five  years.  The  shares  are  given  simply 
for  remaining  with  the  company. 

VVTien  Ross  received  his  first  restrict- 
ed stock  grant  under  a  plan  adopted  in 
1970,  hardly  anyone  had  heard  of 
such  compensation.  The  initial  grant 
was  for  just  50,000  shares.  But  in 
1987  he  w  as  granted  the  equivalent  of 
900,000  more  restricted  shares  of 
Warner.  After  Time  agreed  to  acquire 
Warner  in  1989,  these  shares  were 
worth  $63  million. 

Most  oprion  plans  are  based  on  the 
premise  that  stcxk  prices  will  rise.  But 
as  a  result  of  a  prolonged  bear  market 
during  the  1970s  and  cariy  1980s,  a  lot 
of  chief  executi\cs  Uist  hiith  in  tlie 
abilitN'  of  the  sttxrk  market  to  place  the 
corrca  value  on  their  companies' 
shares.  As  a  result,  man\  companies, 
including  Warner,  adopted  alteniarivc 
long-temi  incentive  plans.  For  Rass, 
this  substitute  for  stcKk  options  took 
the   fomi  of  btxik  \aluc  sttxk  pur- 
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chases.  Under  a  Warner  plan  appro\  ed 
in  1982,  Ross  got  a  grant  of  2,000 
units.  He  was  permitted  to  purchase 
shares  at  their  current  book  value  and, 
eventually,  to  resell  them  to  the  compa- 
ny at  their  tuture  book  \'alue,  sidestep- 
ping the  vagaries  of  the  stock  market. 

VVhy  vs'ould  a  man  of  Ross'  dimen- 
sions bother  with  the  right  to  purchase 
a  paltTN'  2,000  shares  of  Warner's 
book-value  stock.'  Well,  the  prox\' 
actually  mentioned  2,000  units,  each 
the  equivalent  of  75  shares;  Ross' 
150,000  shares  of  company  book- 
•  value  stock  turned  into  300,000  after 
a2-for-l  split  in  1986. 

Ross'  book- value  stock  was  cashed 
out  when  Time  acquired  W^amer.  Ac- 
cording to  the  rules,  Ross  should  have 
received  book  value  for  the  units.  But, 
thanks  mainlv  to  the  huge  Atari  write- 
offs in  1983  and  1984,  Warner's  book 
value  in  1989  was  around  S 1 1  a  share; 
cashing  out  would  have  produced  a 
small  loss  for  Ross.  So  Warner's  board 
bent  the  rules  and  redeemed  the  units 
at  S72  per  share.  This  netted  Ross 
another  SI 7.8  million. 

Up  to  this  point  in  the  stor\',  Steve 
Ross'  compensation  package  has  se\  - 
en  basic  aspects:  saiarv',  bonus,  de- 
ferred compensation,  ordinan'  stock 
options.  Bonus  Unit  options,  special 
book- value  stock  options  and  the  re- 
stricted stock.  But  when  Ross  signed 
his  new  ten -year  contract  with  VV^amer 
in  1987,  he  received  yet  another  kind 
of  stock  option  on  1 .5  million  shares, 
with  gains  pavablc  over  the  period 
1989  through  1996. 

Under  the  terms  of  this  option. 


Warner  would  generally  give  Ross  the 
difference  between  the  option's  strike 
price  ( S30.875  a  share)  and  the  aver- 
age daily  high  price  during  the  eight 
consecutive  weeks  within  the  two 
years  preceding  the  date  of  payout 
during  which  the  price  of  Warner 
stock  was  the  highest. 

Confusing?  Yes,  but  there  was  no 
confusion  about  the  intent,  which  was 
to  put  more  money  into  Ross'  pocket. 
Take  as  an  example  the  option  grant 
set  to  expire  at  the  end  of  1991.  In 
determining  the  amount  to  be  paid, 
the  company  would  wait  until  Dec. 
31,  1991  and  find  that  eight- week 
period  between  Jan.  1, 1990  and  Dec. 
31,  1991  when  the  company's  stock 
price  was  the  highest.  The  company 
would  then  subtract  the  strike  price  of 
S30.875  from  this  high  stock  price 
and  multiply  the  remainder  (if  posi- 
tive )  by  the  number  of  shares  granted. 

The  options  were  set  to  expire  from 
1989  dirough  1996.  But  tiiat  schedule 
was  upset  when  Time  acquired 
Warner.  So  for  the  sake  of  simplicity' 
and  fairness  to  Ross,  Warner's  board 
valued  all  of  his  1.5  million  option-like 
shares  using  the  alltime-high  price  of 
S70  per  share  for  Warner  stock,  bring- 
ing Ross  a  cool  S58.7  million. 

The  S121.7  million  owed  to  Ross 
from  the  900,000  restricted  shares  and 
the  1.5  million  option-like  shares  was 
placed  in  two  deferred  compensation 
trust  accounts.  Ross  received  about 
S29  million  in  late  1989,  with  the  rest 
to  be  paid  out  through  Januars- 
1997 — that  is,  unless  he  quits,  gets 
tired  or  Time  Warner  goes  bust. 

All  told,  this  brings  Ross'  total  1973 
to  1990  compensation  to  S275.5  mil- 
lion. This  includes  more  than  S3. 5 
million  in  assorted  perquisites,  insur- 
ance pa\Tnents  and  additional  bonuses, 
as  well  as  S75  million  from  the  Bonus 
Units  and  book-value  stock  cashed  out 
w  hen  the  acquisition  closed. 

The  fijture  promises  more  of  the 
same.  When  Time  bought  Warner, 
Ross  negotiated  a  15-year  employ- 
ment contract  with  the  new  Time 
Warner.  The  new  contract  is  based  on 
many  of  the  well-honed  principles  of 
his  old  contracts  with  Warner. 

Under  the  new  contract,  Ross'  bo- 
nus percentage  of  the  company's 
profits  was  decreased,  from  1%  of 
profits  to  0.4%.  But  the  definition  of 
"profits"  was  broadened,  from  after- 


tax profits  to  pretax  profits.  The  profit 
base,  too,  was  broadened  after  the 
merger  since  the  combined  company 
is  roughly  twice  as  big. 

Note,  too,  that  in  calculating  these 
pretax  profits,  the  charges  arising 
from  the  amortization  of  goodv\ili 
associated  with  the  acquisition  of 
Warner  will  be  ignored.  So  wliile 
Time  Warner  reported  a  loss  last  year 
of  S227  million,  as  far  as  Ross'  bonus 
payment  was  concerned  there  was  a 
pretax  profit  of  S519  million.  Ross 
collected  a  h)onus  of  52.075  million 
(plus,  of  course,  his  salan-  of 
S800,000  plus  another  S400,0b0  in 
deferred  compensation  i. 

Another  feature  in  Ross'  new  bo- 
nus formula  pro\ides  that  Ross  will 
receive  a  flirther  0.2%  of  any  pretax 
income  in  excess  of  120%  of  the  high- 
est pretax  income  earned  by  the  com- 
pany during  any  of  the  three  preced- 
ing years.  For  example:  If,  say.  Time 
Warner's  annual  pretax,  pre-amorti- 
zation  earnings  in  the  1991-93  period 
were  SI  billion,  and  in  1994  the 
company  earned  SI. 4  billion,  then 
Ross'  share  in  1994  would  be  S6 
million.  That's  0.4%  of  SI. 4  billion, 
plus  0.2%  of  S200  million. 

But  the  real  potential  for  Ross  lies 
in  Time  Warner's  stock  market  ac- 
tion. Under  his  current  contract,  Ross 
received  options  on  1 .8  million  Time 
Warner  shares,  at  a  strike  price  of 
SI 50  per  share.  If  that's  quite  a  way's 
up  from  the  80^4  a  share  at  which 
Time  Warner  recently  traded,  it  is  also 
quite  a  discount  from  the  200  a  share 
that  Paramount  Communications 
had  bid  for  Time. 

Putting  a  current  value  on  these 
options  is  difficult.  They  expire  in 
2002.  But  let's  give  Ross  the  benefit 
of  the  doubt.  Let's  assume  Time  War- 
ner's debt  doesn't  break  the  compa- 
ny, and  that  the  shares  hit  200  by 
1995.  In  that  case,  Ross'  option  pack- 
age would  be  worth  S90  million  then. 

What  of  Ross'  defenders,  who 
point  out  that  Ross  greatly  increased 
the  value  of  Warner  stock,  and  there- 
fore earned  e\  er\  penny  of  his  nearly 
S280  million?  We  ask  them  to  re- 
member the  chief  executives  of  those 
70  or  so  companies  with  stocks  that 
performed  better  than  Warner's — 
and  who  were  J!  --^uredly  paid  a 

great  deal  less.  P.  em  arc  cning 

poor  mouth.  WM 
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What  has  deep  pockets,  appeals  to  young  women  and 
is  very,  very  profitable?  The  radio  group  owned  by 
Nationwide  Insurance. 

Give  'em  what 


they  want 


By  Rita  Koselka 

To  PROMOTE  its  new  contemporary 
hit  format  for  radio  station  kdmx-fm 
in  Dallas,  Nationwide  Communica- 
tions Inc.  is  reportedly  spending  over 
$1  million  for  billboard  and  television 
exposure. 

It's  an  unheard-of  amount  for  a 
radio  station  to  spend  in  a  market  that 
size — a  tactic  that  gives  the  competi- 
tion fits.  But  that's  how  $100  million 
(revenues)  Nationwide  does  business. 
And  why  it's  one  of  the  fastest- grow- 
ing broadcasters  in  the  industry. 

The  big  reason  for  Nationwide's 


muscle  is  that  its  14-station  group  is 
part  of  cash -rich  $11.3  billion  (reve- 
nues) Nationwide  Mutual  Insurance 
Co.,  the  fourth-largest  U.S.  auto  in- 
surer and  underwriter  of  a  full  line  of 
other  insurance  products. 

A  strange  business  for  an  insurance 
company."  Maybe  not.  Nationwide 
brings  to  a  volatile  business  a  long- 
term  and  down-to-earth  approach. 
"We  want  to  be  thought  of  as  the 
long-distance  runners  in  this  busi- 
ness," says  Steven  Berger,  47,  nci's 
president,  a  radio  veteran  who  started 
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N.itioiiwiilc  Coinrnunications'  Steven  Berger 
Striving  to  be  a  long-distance  runner. 


off  as  a  college  disc  jockey. 

Thus,  in  an  industn'  known  for 
high  turnover,  NCI  has  made  a  policy 
of  promoting  and  developing  talent 
from  within.  And  though  the  compa- 
ny has  a  reputation  for  responding  to 
changing  market  tastes,  it  never  acts 
in  haste  only  to  have  to  repent  at 
leisure. 

Case  in  point:  Nationwide's  KZZP 
FM  in  Phoenix  was  for  years  the  mar- 
ket's leading  top  40  station,  getting 
over  12%  of  the  audiences  as  recently 
as  1988.  Then  it  fizzled  to  just  3%  last 
year.  While  other  owners  might  have 
resorted  to  expensive  promotions  to 
prop  up  the  old  format  or  rushed  pell- 
mell  into  a  new  format,  Nationwide 
calmly  spent  a  year  analyzing  the  mar- 
ket, talking  to  advertisers  and  devising 
a  new  format. 

In  April  Nationwide  completely  re- 
launched the  station  under  new  call 
letters,  kvtiy  fm,  with  a  contemporar\' 
hit  format  aimed  at  women  aged  25  to 
34.  "We  shut  down  the  station  for 
three  days  and  [broadcast]  a  ticking 
clock  interrupted  every  15  minutes 
with  'If  we  build  it  they  will  come,'  " 
says  station  manager  Dale  Weber. 
"There  was  nothing  subtle  about  it." 
Accompanied  by  a  marketing  blitz, 
the  station's  share  ratings  for  its  new 
target  market  jumped  over  50%  in  the 
three  months  ending  in  July. 

Nationwide  got  into  radio  almost 
by  accident.  It  started  its  first  radio 
station  in  Columbus  in  1946,  as  a 
kind  of  public  service  to  its  customers, 
licensing  the  station  to  the  Ohio  Farm 
Bureau  to  give  farmers  a  voice  in  the 
citv'.  Nationwide  liked  the  business 
and  learned  to  understand  it  and  by 
1982  had  seven  radio  stations,  three 
i\  stations  and  a  local  cable  operator. 
In  1985  Nationwide  bought  the  radio 
group  of  Western  Cities  Broadcast- 
ing, doubling  the  size  of  the  radio 
group.  But  Nationwide,  with  its  long 
view,  sat  out  the  bidding  fi-cnzy  for 
stations  in  the  Luc  1980s. 

Now ,  with  prices  weak,  it  is  shop- 
ping again,  recently  buying  stations  in 
Houston  and  Dallas  fi-om  Hmmis 
Broadcasting.  Nationwide  now  owns 
the  leading  siaticMis  in  Columbus, 
Ohio;  Tucson,  Ariz.;  and  Baltimore, 
Md.;  four  television  stations  and  a 
cable  operation  in  Hmiston. 

All  told,  it  has  a  tight,  neat  little 
operation,  with  SI 00  million  in  sales. 
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Narionuidc  says  its  original  invest- 
ment, SI  1.5  million,  would  now 
bring  S300  million  on  the  market. 

None  of  this  has  ingratiated  Na- 
tionwide \^^th  comp)etitors.  Says  Mark 
Litton,  owner  of  wwht,  v*hich  bumps 
up  against  Nationwide's  dominant 
WNCI  station  in  Columbus:  "I  abhor 
the  v^-ay  the>'  do  business."  The  Na- 
tionwide stations  have  little  shame 
when  it  comes  to  borrowing  promo- 
tions off  competitors  and  claiming 
them  as  their  own.  Last  Christmas,  for 
e.xample,  WNCI  in  Columbus  copied 
within  20  minutes  a  listener  fiind- 
raising  drive  started  up  b>-  a  rixal 
station  to  help  a  family  burned  out  of 
their  home.  Sporting?  Maybe  not. 
But  it  works.  Because  the  larger  NCI 
stations  have  a  higher  degree  of  name 
recognition,  listeners  tend  to  credit 
the  promotion  to  Nationwide  when 
talking  to  ratings  agencies.  Polls  by 
the  ratings  agencies  then  determine 
how  much  a  radio  station  can  charge 
for  ad  time. 

Experiment  with  new  songs  and 
new  performers:  Not  Nationwide.  It 
puts  on  a  much  lower  p>ercentage  of 
new  music  than  many  of  its  competi- 
tors. This  offends  the  record  compa- 
nies, which  pin  big  hopes  on  new 
p>erformers  (see  story,  p.  108).  Nation- 
wide's  response  is:  We're  in  business 
to  make  a  buck,  not  to  make  Steve 
Rjoss  or  Da%id  Geffen  richer.  If  wom- 
en in  the  25-to-34-year-oId  group 
prefer  iamiliar  music,  that's  what  Na- 
tionwide will  give  them.  Thus  Na- 
tionwide's  emphasis  on  what  is 
known  as  "adult  contemporan"  mu- 
sic, a  cross-sampling  of  popular  hits 
over  the  last  decade.  No  rap,  hea\y 
metal  or  any  of  the  thumping  dance 
tunes  that  turn  listeners — and  adver- 
tisers— off. 

Not  all  Nationwide's  investments 
have  been  winners.  NCI  bought  wkzl 
in  Winston -Salem,  N.C.  in  the  early 
1980s  for  S4.8  million.  New  compe- 
tition— six  new  stations — shortly  en- 
tered the  market,  sharply  dropping 
the  NCI  station's  ratings.  Nationwide 
took  its  loss,  selling  out  to  a  local 
group  for  51 .6  million. 

But  with  his  deep- pocket  parent. 
Berger  remains  confident.  "It's  like 
ha\ing  nine  children,  hoping  they'll 
all  bchaNe  at  church  on  Sunday."  he 
says.  "Most  of  them  wind  up  doing 
just  fine."'  ^ 


ICF  grew  fat  and  happy  on  government 
and  other  cost-plus  contracts.  Then  the 
real  world  interrupted  that  idyll. 

Outside  the 
beltway 


By  Janet  Novack 

After  breezing  through  a  nine-citx' 
European  road  show  to  promote  an 
upcoming  stock  offering  late  this 
spring,  ICF  International  Inc.  Chair- 
man James  Edwards  called  his  chief 
financial  officer  fi-om  London's 
Heathrow  airport.  The  voice  at  the 
other  end  had  a  sobering  message: 
**You  may  have  problems." 

Edwards  thought  he  had  left  behind 
a  flourishing  company.  He  had  been 
boasting  to  European  prospects  about 
icf's  five-year  compounded  average 
annual  earnings  per  share  growth  of 
77%  fipom  its  exp)ansion  in  en%iron- 
mental  engineering,  particularly  haz- 
ardous and  nuclear  waste  cleanup. 
From  just  SIO  million  in  sales  in  1980, 


Fairfax,  V^a. -based  ICF  had  grown  to 
S625  million  in  revenues. 

It  was  all  true,  but  on  June  18,  1 1 
fi^netic  days  after  Edwards  had  deliv- 
ered his  London  sales  pitch,  ICF 
abrupdy  canceled  its  stock  offering. 
Reason  given:  Results  for  its  fiscal 
1992  first  quarter,  ended  May  31, 
would  fall  short  of  expectations. 

In  July  ICF  took  a  S43  million 
pretax  charge  to  cover  dumping  half  a 
dozen  businesses,  most  acquired  in 
the  last  two  years.  It  expects  to  lose 
over  SI  a  share  in  fiscal  1992,  versus 
earnings  of  68  cents  a  share  in  1991. 
Today  ICF  trades  around  9,  off  50% 
fix)m  its  12 -month  high.  Edwards 
knows  it  will  be  next  summer,  at  best. 


-ar>es  EdAra'Ss 
"Maybe  there 
was  an  excess 
of  hubris." 
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ICF  International 


ICF  President  William  Stitt 

He  turned  around  Kaiser  Engineers.  But  success  made  ICF  cocky, 

and  it  strayed  from  what  it  knew. 


before  ICF  can  retry  its  stock  offering. 

"We  didn't  go  out  on  the  road 
show  and  spend  all  that  money  to  look 
like  fools,"  says  a  chastened  Edwards. 
What  went  wrong  is  a  familiar  story.  A 
successfiil  company  got  cocky  and 
strayed  from  what  it  knew.  The  busi- 
nesses to  be  divested  range  from  seis- 
mic mapping  to  medical  television 
programming  to  computer-systems 
integration.  They  accounted  for  10% 
of  icf's  fiscal  1991  sales. 

Edwards  runs  ich  in  tandem  with 
President  William  Stitt,  50.  Stitt 
joined  ICF  in  1970  and  in  1973  be- 
came president.  In  1974  he  helped 
recruit  Edwards,  now  48,  a  Hanard 
Business  School  buddy  (class  of '67), 
from  the  Office  of  Management  & 
Budget.  They  have  equal  pay  pack- 
ages and  Stitt  describes  them  as  "Sia- 
mese twins."  Together,  they  directed 


ICF  as  it  followed  the  flow  of  govern- 
ment dollars,  moving  on  from  urban 
planning  consulting  to  the  environ- 
ment, health  and  energy. 

ICF  has  landed  contracts  in  a  variety 
of  "hot"  areas.  It  has  a  $37  million 
federal  contract  to  study  global  warm- 
ing; a  $  1 5  million  federal  contract  to 
set  up  a  center  to  prevent  drug  and 
alcohol  abuse  by  pregnant  women; 
and  a  $480,000  contract  (funded  by 
the  U.S.  government)  to  study  haz- 
ardous waste  management  in  the  Slo- 
vak Republic. 

In  the  early  1980s,  the  pair  began 
to  add  engineering  and  design  as  well 
as  consulting  seniccs,  the  better  to 
cater  to  their  biggest  client,  the  Envi 
ronmental  Protection  Agency.  Then 
one  dav  the  near- broke  Kaiser  Hni;i- 
neers  Group,  a  remnant  of  the  Henr\' 
J.  Kaiser  empire,  came  onto  the  mar 


ket.  Kaiser,  with  revenues  of  S280 
million,  was  2V2  times  icf's  size.  For 
just  $20  million,  including  the  cost  of 
buying  its  bank  loans  at  a  deep  dis- 
count, ICF  acquired  San  Francisco- 
based  Kaiser.  After  some  cost-cutting, 
including  laying  off  100  employees, 
Stitt  turned  the  business  around.  By 
December  1989,  ICF  was  riding  high 
and  sold  its  first  4.1  million  pubhc 
shares  for  $8.50. 

That  was  the  sucker  punch.  ICF  had 
successfully  moved  from  consulting 
on  environmental  issues  into  environ- 
mental engineering.  So,  Edwards 
says,  ICF  figured  it  could  as  easily  go 
from  consulting  on  health,  energy 
and  information  technolog}'  into  run- 
ning businesses  in  those  fields. 

Stitt  and  Edwards  claim  that  most 
of  the  problems  occurred  all  of  a 
sudden.  Maybe  so,  but  they  trace  to  a 
common  fault:  iCF's  management  was 
used  to  working  on  cost-plus  consult- 
ing and  engineering  contracts.  Cost- 
plus  contracts  carry  thin  profit  mar- 
gins. But  once  a  contract  is  acquired, 
the  profit  is  nearly  automatic.  iCF's 
new  subsidiaries,  by  contrast,  were 
creating  products,  such  as  seismic 
charts  of  the  Soviet  Union,  that  had 
then  to  be  sold  to  recoup  investment. 

For  all  their  Har\ard  M.B.A.s  with 
high  distinction,  Stitt  and  Edwards 
seem  shocked  by  how  swiftly  losses 
can  mount  in  the  world  outside  cost- 
plus.  (Ah!  The  cloistered  lives  of 
Washington's  beltway  denizens.) 

Stitt  insists  icf's  remaining  core 
business  can  generate  internal  sales 
and  earnings  growth  of  15%  a  year. 
The  Department  of  Energ\-  has  been 
ramping  up  cleanup  spending  (to 
$3.2  billion  this  year)  and  estimates  it 
will  need  to  spend  $41  billion  ft-om 
1993  through  1997  to  clean  up  the 
nation's  nuclear  weapon  facilities. 

Perhaps,  but  icf  will  have  to  com- 
pete with  construction  giants  and  de- 
fense contractors  for  this  work.  It  has 
a  leg  up  on  some  of  them.  It  already 
has  contracts  at  nine  nuclear  w  capons 
facilities.  ICF  also  hopes  to  profit  from 
the  new  C'lean  Air  Act  and  from  in- 
dustiy's  growing  concern  tor  reduc- 
ing waste.  Private  sector  work  is  now 
about  50%  of  revenues. 

"Maybe  there  was  an  excess  of  hu- 
bris," Edwards  now  concedes.  There 
was  more:  An  illusion  that  the  w  hi>le 
wiMld  was  like  Washington,  n.C\  ^ 
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At  Cadillac,  A  New  Approach 
Creates  A  Dramatic  Departure. 

Eldorado  has  established  a  legendary  rep- 
utation with  personal  luxury  coupe  buyers 
sinceitwasintroducedinl953. 

The  1992  Eldorado's  design  and  engineer- 
ing offers  that  rare  synthesis  of  character  we 
loved  about  yesterday  with  the  sophisti- 
cated comfort  and  performance  technology 
we  will  appreciate  about  tomorrow. 

The  1992  Cadillac  Eldorado.  The  pure  joy  of 
driving  returns. 


mm 


m 
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Substance  takes  shape,  Cadillac  Style. 


Elevate  Your  Senses. 


Performance  takes  shape  upon 
settling  behind  the  wheel.  Your 
first  inclination  will  be  to  buckle 
in,  turn  the  key,  shift  into  drive 
and  press  the  accelerator. 


Rugged  safety 
cage  protected  by 
energy-absorbing 
crush  zones. 


All-new  body  struc- 
ture provides  40% 
greater  rigidity 


Your  instinct  is  rewarded.  A 
sense  of  exhilaration  builds 
as  the  4.9  liter  V8  moves  you  for- 
ward smoothly  and  powerfully. 
With  Eldorado's  fully  indepen- 
dent Speed-Sensitive  Suspen- 
sion, you  approach  winding 


pavement  with  confidence,  and 
exit  curves  with  a  new  under- 
standing of  the  word  nimble. 
Even  its  body  structure  has  been 
designed  to  be  more  rigid,  to  help 
absorb  inconsistencies  in  the 
road. 


Electronically  con- 
trolled transmis- 
sion for  seamless 
shifting. 


4.9  liter  V8  with 
sequential  port 
fuel  injection. 


Speed-Sensitive 
Suspension  ad- 
justs for  city 
streets  and  spir- 
ited performance 
roads. 


Anti-lock  brakes 

help  maintain 
steering  control 
during  sudden 
stops. 


100.000-mile  dual 
platinum-tipped 
spark  plugs. 


Strike  a  Balance. 


Power,  of  course,  is  essential. 
The  type  that's  both  plenti- 
ful and  spirited.  Next,  you  inte- 
grate an  electronically  controlled 
transmission.  One  that  makes 
gear  changes  practically  unde- 
tectable. Even  the  wide,  16-inch 


Michelin  touring  tires  are  spe- 
cially tuned  to  Eldorado's  suspen- 
sion Eldorado  possesses  tech- 
nology that  works  in  harmony,  to 
provide  a  total  driving  experience. 
Not  to  mention  pure  joy 
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A  Systems  Approach  to  Safety. 


safety  takes  shape  with  the  phi- 
osophy  Cadillac  applies  to  auto- 
notive  safety.  The  1992  Eldorado 
Tieets  or  exceeds  the  demanding 
equirements  not  only  of  the 
United  States  but  Europe  and 
apanaswell. 

A  rugged  steel  safety  cage  is 
rl  designed  to  remain  intact 
during  a  collision.  The  cage  is 
bolstered  front  and  rear  by  crush 


zones,  which  absorb  energy  im- 
pact to  help  protect  the  interior 
compartment.  Side  guard  door 
beams  not  only  resist  side  intru- 
sion, they  also  helped  the 
Eldorado  successfully  complete 
dynamic  side-impact  testing, 
even  though  this  is  not  a  govern- 
ment requirement  until  the  1997 
model  year  for  all  car  lines.  Sen- 
sors with  gold-plated  internal 
contacts    provide    superior 


conductivity  to  activate  the 
driver's-side  Supplemental 
Inflatable  Restraint  System  (air 
bag),  which  is  to  be  used  with 
the  safety  belt  system. 

This  is  the  systems  approach 
to  safety  at  Cadillac  When 
designing  a  safer  automobile,  all 
systems  work  together  to  provide 
their  greatest  benefit-protecting 
you  and  your  family. 


V 


The  1992  Eldorado.  Substance  takes  shape,  Cadillac  Style. 


Front-engine,  front-wheel-drive  coupe, 
5-passenger,  2-door  steel  body, 

ENGINE: 

4,9  liter  V8,  aluminum  block,  iron  heads. 
Bore  X  stroke  3,62  x  3,62  in  (92.0  x  92.0  mm). 
Compression  ratio  9,5:1,  Fuel  system 
sequential  port  fuel  injection.  Power  net  200 
bhp@4100  rpm.  Torque  net  275-  lb-ft@  3000 
rpm 

DRIVETRAIN: 

4-speed  electronic  automatic  transmission. 
Final-drive  ratio  2,97:1  Eldorado  Touring 
Coupe:  3.33:1 


1992  CADILLAC  ELDORADO 

MEASUREMENTS: 

Wheelbase  108,0  in.  Track  front/rear 
60,9/60  9  in.  Length  x  width  x  height  202,2  x 
75.6  x  54  0  in  Curb  weight  3604  lb  Coeffi- 
cient of  drag  03  3.  Fuel  capacity  18  8  gal.  Lug- 
gage capacity  15  3cuft. 

SUSPENSION: 

Independent  front,  with  electronically  con- 
trolled dampers,  coil  springs,  anti-roll  bar. 
Independent  rear,  with  electronically  con- 
trolled dampers,  transverse  leaf  spring,  anti- 
roll  bar 


STEERING: 

Rack-and-pinion,  power-assisted  Turns  lock 
to  lock  2. 8 

BRAKES: 

Power-assisted  vented  discs  front,  solid 
discs  rear  Anti-lock  system 

WHEELS  AND  TIRES: 

16  x  7  0-in  forged  aluminum  wheels 
225/60R16  Michelin*  XGT4  tires;  Eldorado 
Touring  Coupe:  225/60HR16  Goodyear* 
Eagle  GA  tires 


-60  971546m 
-75. 671920mm 


In  the  last  round  of  bank  mergers,  First  Alabama 
Bancshares  prepared  for  a  wedding.  No  suitor  ever 
showed.  Now  it's  the  one  doing  the  courting. 


Not  for 
sale 


By  Claire  Poole 

Back  in  1987,  three  years  before  his  f 
retirement,  First  Alabama  Bancshares  | 
Chairman  Willard  L.  (Jack)  Hurley  | 
effectively  put  a  for- sale  sign  on  the  | 
door  by  announcing  that  the  $4.4  ^ 
billion  (assets)  holding  company  was 
pulling  back  on  acquisitions. 

Takeover  rumors  had  already 
popped  the  bank's  over-the-counter 
stock  to  the  mid-20s  from  a  low  of 
around  16  the  previous  year.  But  a 
buyer  never  came.  Acquisitive  bank- 
ers passed  over  Alabama  banks  for 
targets  in  faster-growing  markets  like 
Georgia,  Tennessee  and  Florida.  First 
Alabama  Bancshares  settled  back  to 
around  16. 

But  if  the  shareholders  were  disap- 
pointed, they  had  no  reason  to  be. 
The  stock  recendy  traded  around  28, 
for  a  price/earnings  ratio  of  12  and  a 
70%  premium  over  book  value — both 
high  for  a  bank  these  days.  Looking 
back,  J.  Stanley  Mackin  couldn't  be 
happier.  Mackin,  59,  took  over  as 
chairman  last  year,  and  is  now  sitting 
with  one  of  the  strongest  bank  hold- 
ing companies  in  the  country.  Instead 
of  waiting  for  a  suitor,  Mackin  is  now 
the  one  doing  the  courting.  Having 
paid  over  $24  million  in  the  past  year 
for  nearly  $1  billion  in  banking  and 
thrift  assets,  Mackin  is  eager  for  more. 
He  hopes  to  double  the  size  of  the 
bank  to  $12.6  billion  by  1995. 

Mackin's  acquisitions  so  far  have 
been  relatively  modest.  For  example, 
he  bought  $466  million  in  deposits 
from  City  Federal  Savings  &  Loan  in 
Birmingham  for  $11.7  million.  But 
every  bit  counts,  and  today  his  bank 
has  over  170  banking  offices  in  three 
states.  Mackin  has  his  eye  on  two 
closed  Resolution  Trust  Corp.  thrifts 
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First  Alabama's  J.  Stanley  Mackin 
"There's  no  fo^sale  sign  on  the  door." 


that  will  be  up  for  auction  later  this 
year.  He's  certainly  in  a  strong  posi- 
tion to  buy  more:  Now  with  $6.3 
billion  in  assets,  Birmingham -based 
First  Alabama  is  one  of  the  best- 
capitalized  banks  in  the  country,  with 
an  equity-to-asset  ratio  of  8.6%. 

The  bank  had  one  of  the  soundest 
loan  portfolios  in  the  country  last 
year,  with  only  $6,000  in  nonper- 
forming  assets  for  every  $1  million  in 
loans.  First  Alabama  is  one  of  only  five 
banks  in  the  countr\'  to  be  given  an 
"A"  grade  by  BankWatch,  a  well- 
respected  rating  service.  It's  in  good 
company:  The  other  four  incUidc  J. P. 
Morgan,  Wachovia,  Fifth  Third  and 
United  Missouri. 


How  has  First  Alabama  done  so 
well?  By  avoiding  banking  fads.  Since 
its  founding  in  1971,  First  Alabama 
has  kept  most  of  its  lending  in  the 
state  rather  than  chasing  loans  in  areas 
where  it  had  no  experience.  The 
bank's  loans  average  a  modest 
$250,000  to  $2  million,  spread  even- 
ly among  consumer,  commercial  and 
real  estate  loans.  Thus  no  single  bad 
loan  can  cause  big  trouble.  First  Ala- 
bama has  avoided  highly  leveraged 
transactions  except  with  customers  it 
already  knew. 

An  example  of  First  Alabama's 
hard-nosed  attitude  toward  lending 
occurred  in  the  mid-1980s,  when  it 
turned  down  what  later  turned  out  to 
be  one  of  the  biggest  fiascoes  in  the 
state.  First  Alabama  took  a  close  look 
at  the  Birmingham  Turf  Club,  a  330- 
acre  racetrack  facility  complete  with  a 
fancy  clubhouse,  stables  for  1,000 
Thoroughbreds — and  an  $80  million 
price  tag.  Mackin  didn't  like  the  smell 
of  it.  "We  didn't  feel  that  we  needed 
to  take  a  permanent  position  in  that 
facihty  out  there,"  he  says.  A  year  after 
it  opened  in  1987,  the  track  went 
bust,  sticking  five  southeastern  banks, 
including  AmSouth,  First  Alabama's 
next-biggest  competitor  and  the 
track's  lead  lender,  with  nearly  $40 
million  in  bad  loans. 

Steady  growth  has  helped  First  Ala- 
bama achieve  a  return  on  equit\'  of 
14.2%  at  the  first  half  of  this  year, 
easily  exceeding  other  southern  banks 
(13.1%)  and  the  industr\'  as  a  whole 
(12.6%).  Its  goal:  to  reach  15%  by 
1995.  John  Works,  analyst  at  Keefe, 
Bruyette  &  Woods,  thinks  that's  not 
unrealistic.  The  analyst  has  nudged 
his  earnings  projections  to  $2.35  a 
share  this  year  and  $2.60  next. 

Perhaps  inevitably.  First  Alabama 
itself  is  now  being  talked  about  again 
as  a  possible  takeover  target.  The 
usual  suspects  include  nc:nr  in  Char- 
lotte, N.C.,  SunTrust  in  Adanta  and 
Wachovia  in  Winston-Salem,  N.C. 
But  a  takeover  is  probably  unlikely; 
with  its  stock  selling  at  1.7  book 
value,  a  would-be  acquirer  would 
have  to  pay  a  probably  unrealistic 
premium  to  get  the  bank.  Says 
Mackin:  "I  don't  intend  to  have  any- 
thing to  do  with  selling  this  bank. 
There's  no  for-sale  sign  on  the  door." 
He  adds:  "We're  readier  than  we've 
ever  been  to  expand."  Hi 
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Elevate  Your  Senses. 


Performance  takes  shape  upon 
settling  behind  the  wheel.  Your 
first  inclination  will  be  to  buckle 
in,  turn  the  key,  shift  into  drive 
and  press  the  accelerator. 


Rugged  safety 
cage  protected  by 
energy-absorbing 
crush  zones. 


All-new  body  struc- 
ture provides  40% 
greater  rigidity 


Your  instinct  is  rewarded.  A 
sense  of  exhilaration  builds 
as  the  4.9  liter  V8  moves  you  for- 
ward smoothly  and  powerfully. 
With  Eldorado's  fully  indepen- 
dent Speed-Sensitive  Suspen- 
sion, you  approach  winding 


pavement  with  confidence,  and 
exit  curves  with  a  new  under- 
standing of  the  word  nimble. 
Even  its  body  structure  has  been 
designed  to  be  more  rigid,  to  help 
absorb  inconsistencies  in  the 
road. 


Electronically  con- 
trolled transmis- 
sion for  seamless 
shifting. 


4.9  liter  V8  with 
sequential  port 
fuel  injection 


Speed-Sensitive 
Suspension  ad- 
justs for  city 
streets  and  spir- 
ited performance 
roads. 


Anti-lock  brakes 

help  maintain 
steering  contro 
during  sudden 
stops. 


100, 000-mile  dual 
platinum-tipped 
spark  plugs. 


Strike  a  Balance. 


Power,  of  course,  is  essential. 
The  type  that's  both  plenti- 
ful and  spirited.  Next,  you  inte- 
grate an  electronically  controlled 
transmission.  One  that  makes 
gear  changes  practically  unde- 
tectable. Even  the  wide,  16-inch 


Michelin  touring  tires  are  spe- 
cially tuned  to  Eldorado's  suspen- 
sion. Eldorado  possesses  tech- 
nology that  works  in  harmony,  to 
provide  a  total  driving  experience 
Not  to  mention  pure  joy 


C  A  D  I  I  I  \  C 
S  M  L  I 


A  Refined  Difference. 


Refinement  takes  shape.  It  be- 
gins when  you  sit  down.  Imme- 
diately you  notice  how  the  seats 
seem  to  have  been  sculpted  spe- 
cifically  to  your  dimensions. 
Optional  premium  leather  seat- 
ing areas  soothe  you.  Patented 
lumbar  supports  are  available  to 


pinpoint  individual  comfort  set- 
tings at  the  desired  height  and 
depth,  thus  reducing  lower-back 
discomfort  during  long  trips. 

And  no  matter  what  driving 
situation  you  might  en- 
counter, you  feel  you  will  be  held 
firmly  in  place.  Surveying  the 


The  handf itted  leather  seat  i  ng  a  reas 
of  the  Eldorado  Touring  Coupe. 


instrument  panel,  you  note  how 
essential  controls  are  thought- 
fully placed  to  allow  for  an  unob- 
structed view.  Within  arm's  reach, 
a  teardrop-shaped  dash  turns 
the  horizon  into  a  gentle  slope. 
Openness  and  order  are  every- 
where you  look. 


■,.'f^-<\ 


The  new  perspective  of  the  Eldorado  Touring  Coupe 


Dne  Owner  at  a  Time. 


As  the  owner  of  a  1992  Eldorado, 
you're  afforded  considerable 
ownership  privileges.  Such  as  the 
assurance  of  a  no-deductible,  Gold 
Key  Bumper  to  Bunnper  Warranty* 
ith  it,  every  main  compo- 
nent is  covered.  From  en- 
gine to  suspension.  Comfort 
features  to  safety  systems.  For  4 
years  or  50,000  miles.  That  way, 
your  driving  pleasure  is  assured 
foryearstocome. 

Additionally,  you  have  the 
support  of  24-hour  Cadillac 
Roadside  Service®,  the  most 
comprehensive  program  of  its 
kind  forall  Cadillac  owners. 

Cadillac  provides  on-the- 
spot  service  when  you  need 
it  the  most-nights,  weekends 


On-the-spot  assistance  from  more  participating  dealers 
than  any  other  roadside  service  program. 


and  holidays.  If  necessary,  a 
highly  trained  service  technician 
will  be  dispatched  in  a  special 
vehicle  that  carries  genuine  GM 
parts,  to  get  you  back  on  the  road 
with  a  minimum  of  inconvenience. 

For  12  months/12,000  miles,  it 
now  offers  complementary 
emergency  road  service,  including 
free  gasoline  delivery,  and  trip-in- 
terruption reimbursement.  And 
no-charge  trip  routing  for  4 
years/50,000  miles. 


At  Cadillac,  substance 
takes  shape.  One  owner  at 
a  time. 


Remote  Keyless 
Entry  is  standard 
on  the  Eldorado 
Touring  Coupe. 


Please  call 
1-800-333-4CAD 

for  product  literature 
and  the  location  of  your 
nearest  Cadillac  dealer. 


CADILLAC. 
STYLE 


The  1992  Eldorado.  Substance  takes  shape,  Cadillac  Style. 


Buckle  Up. ^merlca' 

©1901  GM  Corp  All  Rights  Reser\*d 

SEVILLE.  ELDORADO,  ALLANTE,  FLEET\kOOD,  BROUCHAM„, 

•See  your  dealer  for  termsof  this  limited  warranty 


In  the  last  round  of  bank  mergers,  First  Alabama 
Bancshares  prepared  for  a  wedding.  No  suitor  ever 
showed.  Now  it's  the  one  doing  the  courting. 


Not  for 
sale 


By  Claire  Poole 

Back  in  1987,  three  years  before  his  f 
retirement,  First  Alabama  Bancshares  f 
Chairman  VVillard  L.  (Jack)  Hurley  | 
effectively  put  a  for- sale  sign  on  the  | 
door  by  announcing  that  the  S4.4  ^ 
billion  (assets)  holding  company  was 
pulling  back  on  acquisitions. 

Takeover  rumors  had  already 
popped  the  bank's  over-the-counter 
stock  to  the  mid-20s  from  a  low  of 
around  16  the  previous  year.  But  a 
buyer  never  came.  Acquisitive  bank- 
ers passed  over  Alabama  banks  for 
targets  in  faster-growing  markets  like 
Georgia,  Tennessee  and  Florida.  First 
Alabama  Bancshares  setded  back  to 
around  16. 

But  if  the  shareholders  were  disap- 
pointed, they  had  no  reason  to  be. 
The  stock  recendy  traded  around  28, 
for  a  price/earnings  ratio  of  12  and  a 
70%  premium  over  book  value — both 
high  for  a  bank  these  days.  Looking 
back,  J.  Stanley  Mackin  couldn't  be 
happier.  Mackin,  59,  took  over  as 
chairman  last  year,  and  is  now  sitting 
with  one  of  the  strongest  bank  hold- 
ing companies  in  the  countn,'.  Instead 
of  waiting  for  a  suitor,  Mackin  is  now 
the  one  doing  the  courting.  Ha\ing 
paid  over  S24  million  in  the  past  year 
for  nearly  SI  billion  in  banking  and 
thrift  assets,  Mackin  is  eager  for  more. 
He  hopes  to  double  the  size  of  the 
bank  to  S12.6  billion  by  1995. 

Mackin 's  acquisitions  so  far  have 
been  relatively  modest.  For  example, 
he  bought  S466  million  in  deposits 
from  Cit\'  Federal  Savings  &  Loan  in 
Birmingham  for  $11.7  million.  But 
every  bit  counts,  and  today  his  bank 
has  over  170  banking  offices  in  three 
states.  Mackin  has  his  eye  on  t\\o 
closed  Resolution  Trust  Corp.  thrifts 


First  Alabama's  J.  Stanley  Mackin 
"There's  no  for-sale  sign  on  the  door.' 


that  will  be  up  for  auction  later  this 
year.  He's  certainly  in  a  strong  posi- 
tion to  buy  more:  Now  with  S6.3 
billion  in  assets,  Birmingham-based 
First  Alabama  is  one  of  the  best- 
capitalized  banks  in  the  countr\',  with 
an  equit\ -to-asset  ratio  of  8.6%. 

The  bank  had  one  of  the  soundest 
loan  portfolios  in  the  country-  last 
year,  with  only  S6,000  in  nonper- 
forming  assets  for  even,'  S 1  million  in 
loans.  First  Alabama  is  one  of  only  five 
banks  in  the  countrN'  to  be  given  an 
"A"  grade  by  BankWatch," a  well- 
respected  rating  scr\ice.  It's  in  good 
company:  The  other  four  include  J. P. 
Morgan,  Wacho\ia,  Fifth  Third  and 
United  Missouri. 


How  has  First  Alabama  done  so 
well.'  By  avoiding  banking  fads.  Since 
its  founding  in  1971,  First  Alabama 
has  kept  most  of  its  lending  in  the 
state  rather  than  chasing  loans  in  areas 
where  it  had  no  experience.  The 
bank's  loans  average  a  modest 
S250,000  to  S2  million,  spread  even- 
ly among  consumer,  commercial  and 
real  estate  loans.  Thus  no  single  bad 
loan  can  cause  big  trouble.  First  Ala- 
bama has  avoided  highly  leveraged 
transactions  except  with  customers  it 
already  knew. 

An  example  of  First  Alabama's 
hard-nosed  attitude  toward  lending 
occurred  in  the  mid-1980s,  when  it 
turned  down  what  later  turned  out  to 
be  one  of  the  biggest  fiascoes  in  the 
state.  First  .\labama  took  a  close  look 
at  the  Birmingham  Turf  Club,  a  330- 
acre  racetrack  facilit\-  complete  with  a 
fanc\-  clubhouse,  stables  for  1,000 
Thoroughbreds — and  an  S80  million 
price  tag.  Mackin  didn't  like  the  smell 
of  it.  "We  didn't  feel  that  we  needed 
to  take  a  permanent  position  in  that 
facility-  out  there,"  he  says.  A  year  after 
it  opened  in  1987,  the  track  went 
bust,  sticking  five  southeastern  banks, 
including  AmSouth,  First  i-Mabama's 
next-biggest  competitor  and  the 
track's  lead  lender,  with  nearly  S40 
million  in  bad  loans. 

Steady  growth  has  helped  First  Ala- 
bama achieve  a  return  on  equit>'  of 
14.2%  at  the  first  half  of  this  year, 
easily  exceeding  other  southern  banks 
(13.1%)  and  the  industry'  as  a  whole 
(12.6%).  Its  goal:  to  reach  15%  by 
1995.  John  Works,  analyst  at  Keefe, 
Bruyette  &  Woods,  thinks  that's  not 
unrealistic.  The  analyst  has  nudged 
his  earnings  projections  to  52.35  a 
share  this  year  and  S2.60  next. 

Perhaps  inevitably.  First  .\labama 
itself  is  now  being  talked  about  again 
as  a  possible  takeover  target.  The 
usual  suspects  include  ncnr  in  Char- 
lotte, N.C.,  SunTrust  in  Atlanta  and 
Wacho\ia  in  Wmston-Salem,  N.C. 
But  a  takeover  is  probably  unlikely; 
with  its  stock  selling  at  1.7  book 
value,  a  would-be  acquirer  would 
have  to  pay  a  probably  unrealistic 
premium  to  get  the  bank.  Sa\-s 
Mackin:  "I  don't  intend  to  have  any- 
thing to  do  with  selling  this  bank. 
There's  no  for-sale  sign  on  the  door." 
He  adds:  "We're  readier  than  we've 
ever  been  to  expand."  §■ 


Forbes  ■  September  30,  1991 


107 


Ever  wonder  why  the  record  business 
makes  so  many  people  so  rich? 


^What's  not 
to  love?" 


By  Peter  Newcomb  and  Christopher  Pahneri 


Jetting  on  a  Gulfstream  II,  Charles 
Koppelman,  chairman  of  New  York- 
based  SBK  Records,  explains  why  he's 
such  a  happy  guy. 

In  1990,  its  first  full  year,  Koppel- 
man's  fledgling  firm  had  two  of  the 
top  four  bestselling  albums  and  be- 
came one  of  the  hottest  labels  around. 
Koppelman's  net  worth  is  approach- 
ing SI 00  million.  "I  love  this  busi- 
ness," Koppelman  proclaims,  be- 
txv'een  pufft  on  a  S20  Cuban  Cohiba 
cigar.  "WTiat's  not  to  love.*"" 

Not  all  ex-performers  have  as  much 
to  be  happy  about  as  Koppelman.  A 
native  New  Yorker  with  a  still -intact 
Queens  accent,  Koppelman  started  in 
the  music  industn-  in  the  late  1950s, 
singing  with  a  trio  called  the  I\y 
Three.  Its  only  hit,  "Yogi,"  was  a 
takeoff  on  Yogi  the  Bear.  On  the  side, 
he  previewed  songs  by  aspiring  song- 
writers for  music  publisher  Don 
Kirshner.  He  proved  so  good  at  pick- 
ing winners  that  Kirshner  made  him 
director  of  his  publishing  company. 
Prett\-  soon  Koppelman  concluded: 
VVhy  sing  for  your  supper  \\  hen  you 
can  make  more  mone\-  from  other 
people's  songs? 

Koppelman  hit  the  big  time  in  the 
Sixties  w  hen  he  landed  the  publishing 
rights  to  such  acts  as  the  Turtles  and 
the  Lovin'  Spoonful.  Today  his  com- 
pany, SBK  Records,  has  more  than  a 
dozen  performers  under  contract.  As 
a  record  impresario,  Kopp>elman,  at 
51 ,  stands  to  become  the  second  rich- 
est in  the  U.S.  record  industry-,  second 
only  to  near- billionaire  David  Gefi'cn 
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(Forbes,  Dec.  24,  1990). 

The  ex -singer's  hottest  acts  right 
now  are  the  pop  trio  Wilson  Phillips 
(pictured  on  the  cover)  and  white 
rapper  Vanilla  Ice.  Perhaps  because  he 
is  more  mainstream  than  black  rap- 
pers. Vanilla  Ice  outsells  most  of  them 
by  far — a  prime  example  of  Koppel- 
man's  ability'  to  ride  a  trend.  Together 
the  rv\b  new  acts.  Ice  and  Wilson 
Phillips,  have  sold  over  20  million 
albums  worldwide,  generating  over 
SI 00  million  in  sales  for  SBK.  Figure 
sbk's  gross  profits  at  about  S3  per 
album,  or  S60  million. 

The   Forbes  compilation  of  the 


LEFT:  Charles 
Koppelman 
RIGHT:  Wilson 
Phillips  and 
Vanilla  Ice 
KoppclnwM 
makes  them 
famous.  They 
make  him 
rich. 


Top  40  highest-paid  entertainers  (p. 
113)  contains  18  musical  acts  this 
year.  At  one  time  or  another  Koppel 
man  controlled  some  of  the  pubhsh 
ing  rights  to  two- thirds  of  them. 

He,  partner  Martin  Bandier  and 
former  partner  Stephen  Swid  bought 
CBS'  music  publishing  di>ision  in 
1986.  Two  years  later  the\-  sold  it  to 
Thorn  emi  for  S295  million,  more 
than  rvsice  what  they  paid  for  it.  Kop- 
p>elman  and  B.mdier  then  formed  SBK 
Records  in  a  50-50  partnership  with 
Thorn.  In  a  deal  struck  earlier  this 
year.  Thorn  will  pay  Koppelman  and 
Bandier  a  mulitiplc  of  sbk's  revenues 
in  1993  that  could  \aluc  their  half  of 
the  company  at  S 1 50  million  or  more 

Koppelman  has  his  lingers  in  man\ 
pies:  music  publishing,  record  pro 
ducing  and  talent  management.  A 
secret  of  his  success  is  that  he  runs  his 
far-flung  business  as  if  it  were  a  small 
business.  He  watches  ovcrorrvthing, 
rarely   delegating.   SBK   Rcci> 
released  )usi  20  albums  in  its  lA       ._ 
of  existence;  that's  as  many  as  a  major 
label  might  release  in  a  couple  of 
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months.  But  7  of  them  ha^e  surpassed 
500,000  copies  sold,  a  success  ratio 
rare  in  the  business.  "That's  because 
the  big  companies  are  being  run  by 
financial  gull's,  not  music  gu\^,''  Kop- 
pelman  sa\"5.  "The  record  gets  turned 
over  to  marketing  and  promotion  de- 
partments, arni  the  guy  that  signed 
the  act  has  litde  input." 

Koppelman's  success  demonstrates 
the  changing  economic  laiKlscape  in 
the  music  business.  As  costs  tor  pro- 
duction and  marketing  have  risen,  the 
impresarios — the  mone>-  people  and 
deal  packagers — have  become  zs  im- 
portant as  the  pertbrmers.  Ma>-be 
more  so.  -\nd  a  Koppeiman,  w-ho  is 
risking  his  o^ti  mone\'  aiKl  knows  the 
u-hok  business  intimateK',  has  an  ad- 
vantage o\er  the  big  companies  like 
Poh-Gram  N.V.  and  Benelsmaim 
Music  Group  with  their  bulging  over- 
heads, companies  that  have  gonen  so 
big  that  the  talent  rarch-  deals  with  the 
top  gun. 

"For  Warner  Bros,  there  is  ah*-a\-s 
another  record,"  observes  Vanilla 
Ice's  music  attome\    Peter  Lopez. 


"\\Tien  Charles  feels  resistaiKe  he 
douUes  his  eflforts." 

As  the  record  business  sw  elled  from 
S3.8  billion  in  1980  to  last  year's  S7.5 
billion,  it  became  both  more  competi- 
tKe  and  more  concentrated.  It  cost 
more  and  more  to  bring  out  records 
and  get  the  public's  attention  for 
them.  For  those  pertbrmers  who  hit  it 
big,  the  rcwiards  have  been  astound- 
ing. Thus  the  proven  winners,  like 
Michael  Jackson,  Madonna  and  Aero- 
smith,  have  been  able  to  demand 
bigger  and  bigger  ad\  ances.  But  even 
as  die  big  acts  were  gaining  in  bar- 
gaining power,  the  aspiring  and  lesser 
names  were  losing  bargaining  power. 
Why?  Because  the\-  were  increasingh 
at  the  mero  of  the  mone\  people, 
\*ithout  whom  the>'  couldn't  hope  to 
get  started. 

All  of  this  has  turned  the  record 
buaness — as  it  did  earlier  the  mo\ie 
business — into  a  capital-intensive  af- 
fair. Thus  the  growing  imp>onance  ot 
the  entrepreneur  who  can  mobilize 
the  capital  and  market  the  talent.  That 
is  why   Da\id   Getfen,  who  is  not 


known  for  his  abilitv-  to  sing  or  dance 
or  plav  an  instrument,  has  become  so 
rich  in  the  record  business. 

"Everyone  in  this  business  will  tell 
\  ou  the  real  thrill  is  de\  elofwng  new- 
acts,"  sa\-5  Jordan  Harris,  copresident 
of  \lrgin  Records  America,  a  label 
that's  home  to  such  stars  as  Paula 
Abdul  and  Keith  Richards.  Read 
thrill"  here  as  money.  There's  a  lot 
of  risk  in  the  huge  superstar  deals  and 
onh'  thin  protits  tor  entrepreneurs. 
"The  margins  on  superstars  are  com- 
paradveh'  thin,"  explains  Harris. 

Here's  w+iy  baby  acts  are  such  a 
sreat  deal — for  the  record  compames. 
A  new  act  t>picalh'  signs  a  contract  tor 
five  to  eight  albums.  The  royalt>'  rate 
per  album  is  usualh'  11%  or  12%  ot 
retail  sales,  compared  with  25%  or  so 
paid  to  groups  like  Aerosmith.  A  good 
contract  for  a  new  act  w  ould  preside 
for  escalations  in  the  royalt>-  as  the 
album  sells  more  copies,  but  new  acts 
aren't  ofren  in  a  posidon  to  demand 
huge  escalations. 

Thus,  tor  all  but  the  established 
name  acts,  the  entrepreneur,  the  im- 
presario, is  in  the  driver's  seat.  The 
money  he  advances  to  the  pertbrmers 
to  record  and  produce  an  album  is  not 
a  pure  expenditure  on  his  p>art.  It  the 
record  sells  tairly  well,  the  impresario 
gets  his  advance  back  before  the  per- 
formers get  a  dime.  Mo\ie  studios 
should  have  it  so  good.  It's  as  if  a 
mo^ie  studio  could  stipulate  that  the 
stars  and  direaors  of  its  lesser  films 
wouldn't  get  paid  until  the  studio  had 
gotten  back  esen  cent  of  its  ouday. 
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The  music  business 


"I  don't  know  of  any  other  busi- 
ness where  the  cost  of  creating  has  to 
be  recouped  by  the  creator,"  says 
Leonard  Marks,  a  New  York  City- 
based  entertainment  litigator.  Marks 
isn't  exacdy  complaining:  He  won  a 
reported  $80  million  setdement 
largely  in  payment  of  back  royalties 
from  Capitol-EMI  for  his  cUent  the 
Beades.  His  point,  nevertheless,  is 
quite  valid. 

Show  business  never  was  easy  for 
the  aspiring  talent,  but  the  record 
industry  in  the  1990s  has  carried  the 
exploitation  to  absurdity;  there  is  no 
minimum  wage  in  the  pop  music 
business. 

That's  why  Virgin's  Harris  says  the 
development  of  new  acts  can  be  thrill- 
ing. With  a  littie  risk,  the  record  im- 
presario stands  to  make  a  bundle. 

But  doesn't  the  lucky  performer 
make  a  bundle,  too?  Yes  and  no.  The 
percentage  of  retail  sales  the  act  re- 
ceives as  a  royalt}'  isn't  as  much  as  it 
sounds.  The  standard  record  industr)' 
contract  is  loaded  with  clauses  that 
reduce  the  numbers  on  which  royal- 
ties arc  calculated.  One  of  the  biggest 
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reductions  comes  in  the  form  of  pack- 
aging deductions.  Record  companies 
feel  the  costs  for  the  plastic  clamshell 
cases  that  house  compact  discs  and 
audiocassettes  should  be  covered  by 
the  performer.  So  in  the  case  of  CDs, 
record  companies  routinely  deduct  as 
much  as  25%  from  the  retail  price  to 
cover  packaging  costs — before  allow- 
ing royalties  to  kick  in.  "It's  total 
fiction,"  claims  Kenneth  Anderson,  a 
New  York- based  attorney  who  repre- 
sents rap  stars  D.J.  Jazzy  Jeff  and  die 
Fresh  Prince,  among  other  acts. 
"There  is  no  actual  cost  reflected  by 
these  deductions." 

According  to  Anderson,  when  CDs 
came  to  market  eight  years  ago,  provi- 
sions were  added  to  contracts  that  set 
the  royalties  on  higher-priced  CDs  at 
the  lower  retail  price  of  \inyl  albums, 
because  the  manufacturing  costs  of 
the  c:ds  were  higher.  Those  costs  arc 
dramatically  lower  today,  but  the  de- 
ductions are  still  there. 

Then  there  is  the  so-called  free 
goods  deduction.  Talent  t>pically  re- 
ceives royalties  on  just  85%  of  all 
records  sold.  What  happens  to  the 


A&M  Records'  group  Extreme, 
backstage  on  tour 
Despite  album  sales 
in  the  millions, 
the  band  is  still 
extremely  poor. 


other  15%?  Record  companies  say 
these  records  are  given  awa\'  as  pro- 
motional items.  Record  companies 
also  hold  back  royalties  on  30%  to  50% 
of  sales  as  resenes  against  returned 
albums.  These  reser\ed  royalties  can 
be  held  as  long  as  two  \cars,  interest 
free.  Much  of  the  math  came  about  in 
the  days  of  broken  records.  It's  ridicu- 
lous in  the  age  of  compact  discs. 

Producers  w  ho  help  put  the  album 
together  usually  get  a  piece  of  the 
action,  too.  As  the  album  sells,  their 
share  also  balltxins.  fhc  act  is  also 
responsible  for  touring  costs  and  in- 
dependent prcMnotion,  though  these 
are  really  just  marketing  expenses.  If 
there  are  earnings,  the  act  must  then 
shell  out  as  much  as  20%  to  its  manag- 
er. Add  to  that  six  figure  amounts  for 
legal  fees  and  publicists. 

There  are  plcnt>'  of  other  wa\-s  for  a 
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Justice  Records'  Randall  Jamail,  front, 
with  acts  Herb  Ellis  and  Wendi  Slaton 
He  threw  the  standard  record  industry 
contract  out  the  window. 


record  company  to  reduce  the 
amount  actually  paid  to  the  perform- 
ers. Royalties  paid  on  records  sold 
internationally,  for  example,  are  often 
50%  of  normal  rates — although  it 
does  not  cost  a  multinational  compa- 
^  ny  dramatically  more  to  sell  records 
overseas. 

Music  publishing?  Musicians  typi- 
cally give  up  50%  ownership  of  the 
songs  they  write  to  publishing  houses, 
many  of  which  are  owned  by  record 
companies.  The  songwriters  also  usu- 
ally agree  to  be  paid  their  publishing 
royalty  on  just  75%  of  the  congressio- 
nally  mandated  minimum  rate  of  5.7 
cents  per  song. 

All  these  holdbacks  and  cozy  deals 
add  up  to  very  big  money  for  the 
record  impresarios.  Record  mogul 
David  Geffcn's  first  million  was  made 
by  selling  the  rights  to  Laura  Nyro's 
songs  to  c:bs  Records  for  $4  million. 
As  part  of  his  deal  with  Nyro,  Geffen 
got  half  of  that. 

Performers  generally  agree  to  not 
be  paid  on  more  than  ten  songs  per 
album,  although  compact  discs  today 
often  have  more.  "That's  record  busi- 
ness accounting,"  Koppelman  says, 
scarcely  disguising  his  glee. 

So  heavily  is  the  accounting  stacked 
in  favor  of  the  impresario,  that  a  rec- 


ord or  an  album  can  make  a  great  deal 
of  money  for  him  while  producing 
little  more  than  lunch  money  for  the 
act.  Suppose  an  album  from  a  relative- 
ly new  act  costs  $500,000  to  produce 
and  market,  and  sells  600,000 
copies — a  nice  sale  for  a  relatively  new 
act.  The  record  company  would  prob- 
ably reap  around  $1.8  million  as  the 
reward  for  its  risk  and  effort.  The  act 
might,  if  lucky,  gross  $600,000.  But 
from  its  share  would  come,  first, 
$500,000  to  recoup  the  costs.  From 
the  remainder  the  act  would  have  to 
pay  its  managers  and  its  expenses. 
Thus,  a  nice  success  might  yield  less 
than  $50,000  after  taxes  to  be  divided 
among  the  performers. 

The  public  hears  from  the  slavish 
entertainment  media  about  the  lavish 
lifestyles  of  the  famous  pop  musicians. 
It  knows  little  of  the  desperate  strug- 
gle most  entertainers  face. 

Arma  Andon  Jr.  is  the  manager  for 
a  relatively  new  group  called  Extreme. 
The  band's  second  album,  Porno^raf- 
fitti,  has  sold  over  2.5  million  copies 
worldwide — a  smashing  success. 
That's  enough  to  recoup  production 
costs,  but  because  the  band's  first 
album  didn't  recoup,  the  losses  were 
carried  against  the  earnings  of  the 
group's  second  album.  "Let  me  put  it 
this  way,"  says  Andon  matter-of-fact- 
ly.  "We've  sold  over  2.5  million  re- 
cords and  wc  still  haven't  made  a 
nickel."  For  a&m  Records,  it's  meant 
$15  million  in  sales. 


For  years  the  Rolling  Stones  re- 
corded on  London  Records.  Their 
royalty  rate  then  pales  compared  with 
the  $1.75  or  so  per  album  they  get 
nowadays.  "We  had  a  terrible  deal, 
everyone  had  terrible  deals,"  says 
Rolling  Stones  singer  Mick  Jagger. 
"Black  artists  got  nothing,  literally, 
and  white  artists  got  a  derisory  royalt)' 
which  was  then  ripped  off  by  their 
management."  According  to  Jagger, 
if  a  record  earned  a  dollar,  the  Stones 
were  lucky  to  get  21/2  cents  to  a  nickel. 

In  this  lopsided  situation,  some 
clever  younger  impresarios  see  oppor- 
tunity'. One  such  is  Randall  Jamail,  the 
35 -year-old  son  of  the  man  who  took 
Texaco  for  $3  billion  on  behalf  of 
Pennzoil.  That  nice  little  piece  of 
litigation  put  Joseph  Jamail  on  The 
Forbes  Four  Hundred  and  helped 
give  his  son,  Randall,  a  certain 
amount  of  independence. 

Randall  Jamail  last  year  started  a 
Houston-based  jazz  and  blues  label, 
Justice  Records.  Jamail  threw  the 
standard  record  industry  contract  out 
the  window.  "In  light  of  other  sorts  of 
agreements,  they  look  usurious,"  says 
Jamail.  "The  companies  know  how 
much  it  costs  to  make  an  album.  Why 
should  successfiil  acts  subsidize  the 
mistakes  of  the  record  companies?" 

At  Justice  the  performers'  advance 
is  first  recouped  from  the  entire 
wholesale  price,  $7  or  so  an  album. 
The  record  company  doesn't  begin  to 
make  money  until  the  performer 
does.  "I  decided  that  if  I  couldn't 
operate  that  way  I'd  go  out  and  sell 
bananas,"  says  Jamail.  Aside  from  the 
fact  that  his  dad  is  a  centimillionaire, 
young  Jamail  won't  have  to  sell  ba- 
nanas if  his  outfit  is  even  reasonably 
successful.  There's  that  much  money 
in  the  business. 

Of  course,  the  record  companies 
argue  that  they  need  rich  deals  be- 
cause most  albums  lose  money. 
"There's  too  much  product,"  says 
Koppelman.  He  points  out  that  85% 
or  90%  of  the  acts  on  a  record  label 
lose  money  for  the  company;  that  is, 
even  though  the  talent  gets  nothing, 
the  record  company  still  loses  money. 

Time  was  w  hen  this  was  less  of  a 
problem  for  the  record  companies 
and  impresarios.  They  would  make  so 
much  from  their  big- name  perform- 
ers that  they  could  easily  afford  to 
gamble  and  lose  on  lesser  names.  This 
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The  music  business 


LEFT:  Mogul 
David  Geffen 
RIGHT:  Singer 
Axl  Rose 
Nowadays 
performers 
battle  record 
executives  in 
print  and 
on  tile  stage. 


is  changing. 

It  is  changing  in  ways  that  anyone 
familiar  with  the  movie  business  will 
understand.  It  took  years  for  Holly- 
wood stars  to  realize  that,  as  intoxicat- 
ing as  they  sounded,  net  points  were 
for  suckers;  the  smart  actor  would 
demand  a  percentage  of  the  gross,  not 
the  net.  Arnold  Schwarzenegger,  for 
example,  gets  a  percentage  based  on 
the  first  dollar  brought  in  to  the  stu- 
dio. The  similarity  of  the  situations 
has  not  been  lost  on  the  big-name  pop 
musicians  and  their  agents. 

Established  stars  increasingly  are 
looking  to  renegotiate,  or  break  alto- 
gether from,  their  existing  deals.  Gef- 
fen Records  has  taken  the  most  heat 
lately,  largely  because  of  company 
head  David  Geffen's  unwillingness  to 
renegotiate.  In  just  the  last  few 
months,  three  of  Geffen's  biggest  acts 
showed  their  displeasure  with  the  la- 
bel. Aerosmith  has  signed  with  Sony 
Music  Entertainment's  Columbia 
Records,  singer  Don  Henley  has  said 
he  will  leave  the  label,  and  Guns  N' 
Roses  lead  singer,  Axl  Rose,  personal- 
ly denounced  Geffen  onstage  at  a 
recent  concert. 

"These  are  bad  times  in  the  record 
business,  buddy,"  bemoans  Irving 
Azoff,  owner  of  Giant  Records.  "It's 
definitely  tipped  on  the  side  of  tal- 
ent." He  means  the  big  talent,  of 
course.  The  little  talent  and  the  rising 
talent  still  starve. 

Just  this  year  alone,  two  of  pop 
music's  biggest  stars,  Michael  Jackson 
and  his  sister  Janet  Jackson,  each 
signed  separate  deals  that  made  them 
two  of  music's  highest-compensated 


performers. 

Michael's  six-album  deal  with  Sony 
gives  the  entertainer  his  own  record 
label,  a  production  deal  with  Sony's 
Columbia  Pictures  division  and  ad- 
vances of  $5  million  for  each  of  the  six 
albums  he'll  record.  He  gets  paid  even 
if  an  album  bombs.  Royalty  rate.>  Over 
$2  per  album.  Jackson's  last  album. 
Bad,  sold  over  24  miUion  copies. 

Sister  Janet's  deal  with  Virgin  Rec- 
ords calls  for  the  singer  to  deliver  just 
three  albums,  unusually  short  terms 
for  an  industry  that  tries  to  lock  in  a 
performer  for  the  long  haul.  It's  esti- 
mated Jackson  got  $17.5  million  just 
for  signing  the  contract.  An  equally 
high  royalty  rate  and  advances  of 
about  $5  million  per  album  makes  her 
deal  one  of  rock's  richest. 

Last  month  Sony  Music  signed  vet- 
eran rock  group  Aerosmith  to  a  four- 
album  deal  worth  $40  million  to  $50 
million.  Aerosmith  got  a  signing  bo- 
nus of  some  $15  million  and  will  get 
at  least  a  $6  million  advance  on  each 
album.  The  deal  carries  a  25%  royalty' 
rate,  said  to  be  among  the  highest  in 
the  industry. 

Meanwhile,  Time  Warner  has  Ma- 
donna demanding  a  deal  similar  to 
Michael  Jackson's,  and  one  of  rock 
music's  oldest  acts,  the  Rolling 
Stones,  is  said  to  be  on  the  verge  of 
signing  a  new  deal  with  PolyGram. 
One  can  only  guess  what  kind  of 
monies  will  be  paid  for  them.  "These 
are  such  astronomical  sums,  the  royal- 
ty doesn't  even  matter,"  AzotVsays. 

Getting  their  investment  back 
could  prove  to  be  a  tough  propositii>n 
for   the   record   companies.   With   a 


$17.5  million  signing  bonus  and  a  S5 
million  advance  for  the  first  album, 
Janet  Jackson  will  have  to  sell  over  7  i 
miUion  copies  for  Virgin  Records  to 
break  even.  Her  last  album  has  sold  8 
million  copies. 

A  situation  is  developing  in  which 
the  record  companies  bear  all  the  risks 
and  merely  share  in  the  rewards. 

In  a  sense,  that's  the  way  it  should 
be:  Singers  get  paid  for  singing,  capi- 
talists get  paid  for  taking  risks. 

This  could,  in  a  way,  make  things  a 
bit — a  bit — easier  for  aspiring  talent. 
Unable  to  make  much  money  on  the 
big  names,  the  promoters  may  be 
more  willing  to  take  risks  on  relative 
unknowns.  That's  what  Charles  Kop 
pelman  is  doing.  But  this  doesn't 
necessarily  mean  the  terms  will  im- 
prove for  the  performers. 

Says  lawyer  Marks,  the  man  who 
won  the  big  bucks  for  the  Beatles: 
"Their  desire  to  be  famous  and  the 
competition  are  so  fierce  that  they  will 
sign  whatever  is  put  in  fi^ont  of  them." 

As  long  as  teenagers  have  bulging 
pockets  and  a  willingness  to  pay  out- 
rageous prices  for  an  ephemeral  prixi- 
uct,  there  will  be  big  money  in  the 
recorded  music  business.  But  the  Gef- 
fens.  Time  Warners  and  Ki^ppclmans 
will  have  to  take  more  risk  for  their 
profits  than  in  the  past.  The  top  per 
formers  and  their  handlers  will  get 
richer  and  richer;  it's  only  a  matter  of 
time  before  they  begin  to  crowd  oil 
men  and  Wall  Strceters  off  The 
Forbes  Hour  Hundred.  .\nd  the  great 
majority'  of  aspiring  talent?  fhings 
aren't  likely  to  get  much  better  for 
them.  ^ 
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Want  to  make  the  Forbes  Top  40?  Beware. 
Success  is  brief  and  fortune's  fleeting. 

It's  slippery  at  the  top 


Rap  music  proved  the  road  to  riches 
for  entertainers  this  year,  placing  two 
new  names  on  the  Forbes  Top  40. 
One  of  them  is  M.C.  Hammer,  ne 
Kirk  Burrell.  Hammer's  high-energy 
dance  steps  and  bouncy  secondhand 
grooves  helped  move  more  than  15 
million  copies  of  his  debut  album. 
Please  Hammer  Don't  Hurt  'Em. 
White  rapper  Robert  Van  Winkle, 
a.k.a.  Vanilla  Ice,  cracks  the  list  in  the 
40th  spot.  His  album  To  the  Extreme 
sold  over  12  million  copies. 

Also  new  to  the  list:  Xuxa,  Brazil's 
answer  to  Madonna.  Her  empire  in- 
cludes film  production,  an  array  of 
merchandise,  a  travel  agency  and 
comic  books.  But  most  of  her  money 


comes  from  record  sales  and  her  daily 
TV  show.  Roll  over,  Xavier  Cugat. 

Hollywood  dreamboat  Kevin 
Costner  jumped  aboard  with  pa- 
nache. He  directed  and  starred  in  the 
Western  epic  Dances  With  Wolves, 
which  swept  the  Oscars  and  grossed 
over  $400  million.  Costner's  share  of 
the  take  is  some  $40  million,  but 
Dances  was  distributed  by  the  nearly 
bankrupt  Orion  Pictures.  Costner 
makes  our  list  because  he  earned  the 
money;  getting  paid  is  his  problem. 

Teen-angst  auteur  John  Hughes 
(The  Breakfast  Club)  wrote  and  pro- 
duced Home  Alone,  which  grossed 
$500  million.  Welcome  also  militar>'- 
techno-thriller  writer  Tom   Clancy 


and  cartoonist  Matt  Groening,  cre- 
ator of  The  Simpsons. 

Atop  the  list,  knocking  off  perennial 
leaders  Bill  Cosby  and  Michael  Jack- 
son, are  teenybop  heartthrobs  New 
Kids  on  the  Block.  In  1990  they  sold 
nearly  $75  million  in  concert  tickets 
and  over  $1  billion  in  merchandise. 
Two-year  take:  $115  million. 

This  year  the  Top  40  bids  farewell  to 
Garfield  creator  Jim  Davis  and  warhorse 
rock  acts  Pink  Floyd,  U2  and  the  Who. 
And  pop  star  George  Michael,  who 
complained  about  the  rigors  of  stardom, 
found  his  public  responding  in  kind:  His 
new  album  didn't  sell  enough  to  keep 
Michael  on  the  chart.  He'll  find  it's 
lonely  at  the  bottom,  too.      -P.N.  ^ 


V 


New  Kids  On  The  Block 

pop  music  group 

1991  $  54,000,000 
1990  $  61,000,000 
Total  $115,000,000 


^ 


Oprah  Winfrey 

rv  host,  producer 

1991  $42,000,000 
1990  $38,000,000 
Total    $80,000,000 


Sources.-  The  Licensing  Letter;  Video  Marl(eting  News;  Pollstar;  Amusement  Busmess;  entertainment  executives,  lawyers,  agents  and  managers. 
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Madonna 

pop  singer,  actress 

1991  $24,000,000 
1990  $39,000,000 
Total    $63,000,000 


Kevin  Costner 

movie  actor,  director 

1991  $50,000,000 
1990  $  9,000,000 
Total    $59,000,000 


Johnny  Carson 

TV  fiost,  producer 

1991  $30,000,000 
1990  $25,000,000 
Total  $55,000,000 


^ 


The  Rolling  Stones 

roclr  group 

1991  $  11,000,000 
1990  $44,000,000 
Total    $  55,000,000 


^ 


Charies  M.  Schub 

cartoonist 

1991  $25,000,000 
1990  $26,000,000 
Total    $51,000,000 


^ 


Steven  Spielberg 

movie  director,  producer 

1991  $27,000,000 
1990  $23,000,000 
Total    $  50,000,000 


^ 


Paul  McCartney 
pop  singer,  composer 

1991  $  15,000,000 
1990  $34,000,000 
Total    $49,000,000 


^ 


Julio  Iglesias 

pop  singer 
1991  $23,000,000 
1990  $22,000,000 
Total    $45,000,000 
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The  Montanas  know  it. 

And  so  does  the  Franklin  Group  of  Funds. 

Franklin's  strategy  is  to  offer  a  broad  range  of 
innovative  mutual  funds.  Each  allows  investors  to 
target  a  specific  financial  goal.  An  example:  The 
Franklin  Equity  Fund.  The  portfolio  is  composed 
of  undervalued  common  stocks.  The  goal  is 
capital  growth. 

Call  your  investment  advisor  or  Franklin  today. 

1-800-DIAL  JOE,  Ext.869 

This  advertisement  is  a  paid  endorsement. 


I  would  like  a  free  prospectus  on  the  Franklin  Equity  Fund,  containing 
more  complete  information,  including  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest  or  send  money. 

I  am  currently  a  Franklin  shareholder. 

Name  


Addr 


City/State/Zip 


FRANKLIN     DISTRIBUTORS 

777  Mariners  Island  Blvd. 
San  Mateo.  CA  94404-1585 


I  N  C 


Member  $50  Billion  Franklin  Group  of  Funds 
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The  Top  40 


M 


Janet  Jackson 

pop  singer 

1991  $  18,000,000 
1990  $25,000,000 
Total    $43,000,000 


Bruce  Willis 

movie  actor 

1991  $  15,000,000 
1990  $28,000,000 
Total    $43,000,000 


Eddie  Murphy 
movie  actor,  comedian 

1991  $  16,000,000 
1990  $26,000,000 
Total    $42,000,000 


^ 


Tom  Cruise 

movie  actor 

1991  $  17,000,000 
1990  $  19,000,000 
Total    $36,000,000 


Arnold  Schwarzenegger 
movie  actor 

1991  $  15,000,000 
1990  $20,000,000 
Total    $35,000,000 


Aerosmith 
roci(  group 

1991  $  12 
1990  $22 
Total    $34 


,000,000 
,000,000 
,000,000 


^ 


M.  C.  Hammer 
rap  singer 

1991  $22,000,000 
1990  $  11,000,000 
Total    $33,000,000 


^ 


The  Grateful  Dead 
rock  group 

1991  $  16,000,000 
1990  $  17.000,000 
Total    $33,000,000 


^ 


SeanConnery 

movie  actor 

1991  $5,000,000 
1990  $27,000,000 
Total    $32,000,000 
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Who  Covers  Business 
Insurance  From  A  to  Z? 


Zurich- American.  That's  because  we  make  it  our 
business  to  really  know  yours. 

It's  a  commitment  of  time  and  talent  that  enables 
us  to  provide  the  right  insurance  for  your  particular 
needs.  And  it's  backed  up  with  financial  stability  you 
can  depend  on.  Stability  that  is  reflected  in  our  "A" 
rating  from  A.M.  Best  and  "AAA"  from  Standard 
and  Poor's. 

What's  more,  as  part  of  the  worldwide  Zurich 
Insurance  Group,  with  offices  and  exp>erience  in  over 
100  countries,  we  have  the  insurance  capacity  and  the 
people  to  make  a  world  of  difference  for  you  at  home 
and  abroad. 

So  make  sure  you've  got  the  right  type  of 
insurance  for  your  type  of  business.  Ask  about  Z-A. 

Zurich-American. 

ZURICH-AMERICAN 

L        INSURANCE  GROUP 

American  Creativity.  Swiss  Dependability. 

Zurtch  Insurance  Company  •,^^^>e^o^n  Cnxwanteeand  L«ij*ty  Insurance  Company  •  Ej«ecutTv«eOfices.Schaumburg.U.  60196 
A  MEMBER  OF  THE  VM3RU>WK>E  ZUMCH  INSURANCE  GROUP 


This  isn't  what  we  do. 


There's  a  strong  temptation 
to  put  a  technological  bandage 
on  an  organizational  ailment. 
But  Andersen  Consulting  would 
rather  help  you  find  a  cure. 


So  before  applying  informa- 
tion technology,  we'll  work  with 
you  to  examine  the  full  body  of 
your  company's  practices. 

To  help  you  align  internal 


processes  like  operations  ano 
human  resources.  And  to  mai 
certain  that  they  are  fully  syn- 
chronized with  all  of  your  vita 
strategic  processes. 


«  l«91  Anil«un> Cocnulllng.  M righli 
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Our  integrated  approach  has 
proven  effective  by  a  nna- 
syi>|Drity  of  Fortune  500  companies. 
They've  chosen  to  work  with 
Vndersen  Consulting  because 


mal>een 


vital 


they  want  information  technol- 
ogy to  improve  the  well-being 
of  their  entire  company. 

And  to  do  that,  we  had  to 
get  under  their  skin. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CQ,  S.C. 


Where  we  go  from  here^ 


The  Top  40 


^ 


Billy  Joel 

pop  singer 

1991  $  5,000,000 
1990  $26,000,000 
Total  $31,000,000 


^ 


Jack  Nicholson 

movie  actor 

1991  $  14,000,000 
1990  $  16,000,000 
Total    $30,000,000 


^ 


John  Hughes 

movie  producer,  director 

1991  $20,000,000 
1990  $  8,000,000 
Total    $28,000,000 


Michael  Douglas 
movie  actor,  producer 

1991  $  12,000,000 
1990  $  15,000,000 
Total    $27,000,000 


4 


Frank  Sinatra 

singer 

1991  $  14,000,000 
1990  $  13,000,000 
Total    $27,000,000 


^ 


m 


in 


kd 


^ 


Michael  J.  Fox 

movie  actor 

1991  $3,000,000 
1990  $23,000,000 
Total  $26,000,000 


<^ 


Guns  N'  Roses 
rocl<  group 

1991  $21,000,000 
1990  $  4.000.000 
Total    $25,000,000 


Stephen  King 
novelist,  screenwriter 

1991  $  13,000,000 
1990  $  12,000.000 
Total    $25,000,000 


^ 


Siegfried  &  Roy 

Illusionists 

1991  $  15,000,000 
1990  $  10,000,000 
Total    $25,000,000 


Prince 

pop  singer 

if.     19^^:  j  :.^ 

1,^  ^  ^.i,-( 

J0       1990   $  1- 

000,000 

^         Total    $25,000,000 
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This  is  the  key 

to  the  symbol  that 

welcomes  the  world. 


This  is  the  key 

to  the  bonk  where 

the  world  is  welcome. 


The  key  to  the  Statue 
of  Liberty. The  statue, 
a  gift  from  France 
commemorating 
the  1876  U.S.  cen- 
tennial celebration, 
IS  o  universally 
accepted  symbol 
of  freedom. 


With  offices  in  the  United  States  for  over  50  years, 
Swiss  Bank  Corporation  con  ensure  you  a  warm 
welcome  right  here.  When  it  comes  to  krwwing  Ameri- 
can business,  we  not  only  understand  your  banking 
needs,  we  possess  the  expertise  and  experience 
necessary  to  satisfy  them  at  home  and  abroad. 
We  offer  a  full  range  of  corporate  and  commercial 
banking  services  to  U.S.  corporations,  as  well  as 
serving  specific  industry  needs  including  project 
financing,  receivables  financing  and  leasing. 
In  addition,  we  are  a  major  provider  of  international 
trade  and  commodity  finance.  We  are  equipped  to 
assist  clients  with  interest  rote  risk  management 
and  money  market,  foreign  exchange,  and  precious 
metals  trading.  And  we  ore  a  primary  dealer  in  U.S. 
government  securities. 

From  a  global  banking  perspective,  we're  the  Swiss 
bonk  with  the  most  international  experience— and 
the  largest  international  network.  We're  at  home  in 
34  countries  around  the  world  and  at  work  as 
members  of  the  major  stock  exchanges  from  Tokyo 
to  New  York. 

Look  to  the  triple-A  rated  Swiss  Bank  Corporation  for 
any  of  your  banking  requirements— and  along  with 
a  warm  v^lcome,  you'll  find  your  key  to  success. 

^M|  Swiss  Bank  Corporation 

W,^  Schweizerischer  Bankverein 
liii  Societe  de  Banque  Suisse 

The  key  Swiss  bank 

New  York    •    Chicago    •    Houston    •    Los  Angeles 

Miami    •    San  Francisco 

Toronto    •    Montreal    •    Vancouver 


i'    Top  40 


Andrew  Lloyd  Webber 

composer,  producer 

1991  $  12,000,000 
1990  $  12,000,000 
Total    $24,000,000 


Paula  Abdul 

pop  singer,  dancer 

1991  $  10,000,000 
1990  $  14,000,000 
Total    $24,000,000 


Sylvester  Stallone 
movie  actor 

1991  $  10,000.000 
1990  $  13.000.000 
Total    $23,000,000 


^ 


Arsenio  Hall 

TV  liost,  comedian 

1991  $  12,000,000 
1990  $  11,000,000 
Total    $23,000,000 


Tom  Clancy 

f^ 

noMoMst 

^ 

1991  $  15,000,000 

J^ 

1990  $  5,000,000 

w 

Total    $20,000,000 

Xuxa 

pop  singer,  TV  host 

1991  $  10.000,000 
1990  $  9.000.000 
Total    $  19.000.000 


^ 


Mel  Gibson 

movie  actor 

1991  $  10,000,000 
1990  $  9,000,000 
Total    $  19,000,000 


^ 


Matt  Greening 
cartoonist 

1991  $  8,000,000 
1990  $  10,000,000 
Total    $  18.000,000 


^ 


Vanilla  Ice 

1991  $13,000,000 
1990  $  5.000.000 
Total    $  18.000.000 
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Ours  is  an  age  of  vanishing  loyalties.  Yet  the  client  relationships  of  one  insurance  company 
endure  for  decades.  Year  after  year  it  retains  nearly  90%  of  the  corporate  property/casualty 
clients  it  served  the  year  before.  D  Why  this  insurance  company,  not  another?  It  con- 
stantly pioneers  new  products  and  customer  services,  and  never  relaxes  the  standards  of 
fairness,  thoroughness  and  integrity  that  have  been  part  of  its  corporate  fabric 
for  over  180  years.  Perhaps  this  is  why  firms  that  come  to  ITT  Hartford  stay  ^KW    ,tg 

with  ITT  Hartford.  3  When  you  need  us  most,  we're  at  our  best.  ITT  HARTFORD 


Ifer-^ 


©  1991     ITT  Hartford  Insurance  Croup  Harttixd  CT  06115 


The  casino  business  is  no  longer  just  about  slots,  lavish 
floor  shows  and  bargain-priced  prime  rib  dinners. 
Think  of  it  now  as  Disneyland  with  gambling. 

Who's  got 
the  royal 
white  tigers! 


i 


By  Howard  Rudnitsky 

On  the  day  Boris  Yeltsin  quelled  the 
coup,  U.S.  stock  markets  jumped  3%. 
Guess  which  industry  group  rallied 
the  most?  Not  oilfield  sendees,  not 
grain  companies.  Casino  stocks. 

That's  right.  Some  gambling 
stocks,  Caesars  World  and  Aztar,  for 
example,  rose  10%  that  day.  Many  of 
the  stocks  are  now  around  their  long- 
time highs,  and  the  stronger  stocks, 
like  Hilton  and  Circus  Circus,  sell  at 
premium  price/earnings  multiples — 
as  high  as  22.  With  the  Soviet  Union 
not  staring  at  a  bloodbath,  people 
could  start  thinking  again  about  ftin 
things  like  traveling  and 
gambling. 

It  may  not  be  all  that 
simple.  Over  the  next  sever- 
al years  problems  that  have 
nothing  to  do  with  Mos- 
cow will  still  loom  for  the 
gambling  business.  Last 
year  20  million  visitors 
checked  into  Vegas' 
74,000  hotel  rooms,  a 
handsome  10%  gain  over 
the  year  before.  Gaming 
revenues,  spurred  by  the 
opening  of  tvvo  monster 
new  hotel/casinos,  rose 
14%,  to  around  $3  billion. 

However,  1991  will  be 
less  buoyant.  The  recession 
and  the  Gulf  war  will  have 
cut  revenue  growth  just 
about  in  half,  the  lowest 
gain  since  1984.  Ciood 
enough  for  most  business 
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Mirage's  white  tigers 
They  help  pack  'em  in. 


The  Excallbur 

Its  medieval  theme  seems  to  be  a  winner. 


es,  but  maybe  not  enough  for 
Vegas  casinos. 

Las  Vegas  is  showing  signs  that  it  i- 
becoming  overbuilt.  Circus  Circu; 
opened  the  Excalibur  last  year  with  if 
medieval  casde  theme  and  4,00C! 
rooms.  The  Mirage  Resort  preceded 
it  seven  months  earlier  with  its  3,00C 
rooms.  Scheduled  to  open  in  late 
1993  is  MGM  Grand's  huge  S900 
million  amusement  park/hotel/ca- 
sino with  5,000  rooms.  Circus  Circus 
will  also  open  its  third  facility',  adding 
3,000  rooms. 

With  traffic  growing  more  slowly 
than  capacity,  older  downtown  casi- 
nos like  Lady  Luck  and  Four  Queens 
and  even  Stephen  Wynn's  Golden 
Nugget  have  been  hurting,  as  are 
some  casinos  on  the  Las  V^egas  Strip 
such  as  the  Riviera,  Stardust  and  the 
Sands.  Atlantic  Cit\'  casinos,  like  Mer\' 
Griffin's  Resorts  International  and 
Donald  Tru'^p's  Trump  Casde  and 
Taj  Mahal,  of  course,  fared  much 
worse  last  year. 

These  problems  have  done  iitde  to 
slow  the  spread  of  legalized  gambling 
facilities.  Casino  gambling  is  prolifer- 
ating outside  of  Nevada  and  Atlantic 
City.  Riverboats  with  gambling  facili- 
ties will  soon  be  cruising  much  of  the 
Mississippi.  As  many  as  half  a  dozen 
states  could  have  casinos  operating  on 
Indian  reser\'ations  by  the  end  of  the 
year,  thanks  to  recent  ta\  orable  court 
rulings. 

Says  Paul  Dworin,  editor 
of  Gnmifijj  C"  Wa/jtrifijj 
Business  Majjazinr.  "VMth 
in  five  years  \irtually  ever\ 
one  in  America  will  be  in  a 
few  hours'  driving  distance 
of  a  casino." 

When  a  business  grows 
more    competitive,    those 
that  ofJer  customers  some 
thing  extra  arc  the  ones  that 
sur\i\c.  That's  what's  hap 
pening  in  Las  Vegas.  So. 
despite    the    slowdown    in 
growth  .\nd  the  new  com 
petition,  some  of  the  estab 
lishcd      casino     o{x*rators 
continue  to  Ao  fairU  well — 
Caesars  Palace  and  Circus 
C^ircus   among   the   public 
companies,   and   also   pri- 
\ately  t>wned  casinos  like 
Imjx'rial       Palace,      Ctold 
Coast  and  MorseshiK. 
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JOURNEY  IS  ITS  OWN  REWARD. 
BUT  WE'LL  THROW  IN  A  FREE 
TICKET  ANYWAY. 


A  journey  to  Asia  is 
rewarding  in  and  of  itself. 
The  Far  East  is  a  land  of 
beauty  and  mysterv- 
not  to  mention  business 
opportunity. 

And  from  September  1 
until  December  15,  wiien  you 
fl)'  Northwest  to  any  of  the 
business  centers  we  serve 
across  the  Pacific,  we'll  give 
you  a  free  ticket  to  any  of  the 
more  than  200  places  we  fl>' 
in  the  continental  US.  and 
Canada. 

Or  i f  you  prefer,  we'll  give 
you  a  free  upgrade  on  your 
next  flight  to  Asia.  Or  a  free 
two-night  WorldVacations'" 
package-to  Hong  Kong, 
Bangkok,  Singapore  or 
Honolulu-on  your  next  trip. 
How  you  wish  to  be  rewarded 
is  up  to  you. 

i)  qualif);  you  have  to  be 
aWorldPerks'member.lb 
join,  call  1-800-447-4747,  or 
enroll  on  your  next  flight. 
Once  you've  completed  your 
qualifying  transpacific  flight 
during  the  designated  travel 
period,  you'll  automatically 
receive  a  postcard  in  the 
mail.  Indicate  your  choice  of 
reward  on  the  postcard  and 
then  mail  it  back  to  us.  it's 
that  simple. 

So  ft>'  Northwest  and  find 
out  why  some  journeys  are 
more  rewarding  than  others. 

Terms  and  tonditions:  You  can  earn  one 

of  these  reward.s  wtien  using  a  purchased 
Northwest  fare  to  fh  nnindtrip  betw\-en 
selea  destinations  in  Asia  and  the  48 
contiguous  I'nited  States  and  Canada  fmm 
9/1/91  to  iyiy91  The  lO.OOOmile honus. 
when  seleaed  as  a  n-waid,  will  appi-ar  on  a 
futuiv  mileage  summan  Flights  betwven 
the  IS  mainland  and  Hawaii  do  not 
qualif)  for  this  offer  The  fn-e  ticket  is 
earned  b\  o)mbining  your  eami-d  aaual 
mileage  w  ith  a  IO.()(X)-mile  bonus  The 
one-cla-ss  upgrade  is  valid  until  iyiy)2, 
on  am  published  fare  I  pgrade  is  not 
transferable  IV^xinight  stop<nvr  package  to 
the  four  qualifying  ciues  includes  half  day 
sighLseeing  tour  (excludes  Honolulu)  \altd 
until  12/lS/*)2  Subjeci  to  availability  Some 
blackout  dates  may  apply  OfTtT  N~alid  for 
V^brldft'tks  members  n-siding  in  the  -iX 
wntiguous  I  nited  Sutes  and  (jnada  only 
R)strard  will  be  sent  \»iihin  four  to  six 
weeks  of  ytxir  trawl  'f^  KW  NotUhm^i 


NORTHWEST  AIRLINES  (^ 


When  you  want  to  get  a  whole  lot  of  people  to  tune  in, 


1990  Parade  rublicalions,  Inc. 


you  want  a  magazine  that  works  immediately. 

Blockbuster  movies.  Mdjor  sports  e\ents.  Mini-series.  Seasonal  specials.  You  name  it.  Anytime  you 
can't  wait  weeks  or  months  for  your  advertising  to  work,  consider  Parade.  It  reaches  its  entire  audience  in  48  hour 
Which  means  your  ad  can  reach  all  your  prospective  viewers  precisely  w  hen  \'ou  w  ant  them  to  tune  in. 

PARADE 

All  70  million  readers  in  just  48  hours. 


I 
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It's  nice  to  hear  a  familiar  voic 


:^- 


The  language  may  be  difficult. 

The  food  may  be  different. 

The  customs  may  be  unfamiliar. 

But  making  a  phone  call  back  to  the 
States  can  be  easy 

Just  dial  the  special  AT&T  USADirect® 
access  number  for  the  country  you're  in. 

Within  seconds,  you're  in  touch  with 
an  AT&T  Operator  in  the  U.S.  who  can 
help  you  complete  your  call. 


Use  your  AT&T  Calling  Card  or  call 
collect.  And  not  only  can  vou  minimize 
hotel  surcharges,  but  you  can  also  save 
with  our  international  rates. 

On\y  AT&T  USADirect  Service  puts 
you  in  easy  reach  of  an  AT&T  Operator 
from  over  75  countries  around  the  world. 

And  it's  just  another  wav  that  ATcS:T  is 
there  to  help  you  from  practical h-  any- 
where iH  the  world. 


Bobbi  Coney 
AT&T  Operator 
Pittsburgh,  PA 


So  call  1  800  874-4000  Ext.  415 

for  a  free  information  cird  listing  .-ircf-r 
USADirect  access  numben;. 

And  see  how  making  a  phone  call  fam 
distant  lands  can  become  tiimiliar  lerriior 


AT&T  USADirect- Senna 

\cxir  e>q')ress  a)iiixvti()n  to  Ai;S:T  .sctmo 
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AT&T 

The  right  choice 
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Gambling 

Hot  dice 

Latest  12  months 
revenues        EPS 
($mil) 

P/E 

Debt/ 
capital 

Recent               52-week 
price           high            low 

Aztar 

Caesars  World 
Circus  Circus 

$486.6        $0.17 
908.1          2.09 
755.9          2.00 

43 
14 
18 

59% 

59 

68 

7%             7% 
30y8           30% 
36              41 

2% 

loye 

1778 

Hilton  Hotels' 
IntI  Game  Tech^ 
Mirage  Resorts 
Promus 

1,108.5          1.85 
227.3          0.80 
914.7          2.28 

1,005.5          1.20 

22 

31 
11 
20 

42 
26 
88 

72 

40%           49% 
25              29y8 

24y8        3iy4 

23%           27y4 

26% 
4y2 

I2y4 

8Va 

'Figures  include  noncasino  hotel  properties.    ^International  Game  Technologies 
gaming  systems.  Sources:  Salomon  Brothers:  FORBES. 

manufactures  and  operates  electronic 

Gambling  stocks  have  roared  back  from  their  1991  lows.  Most  sell  at  market 
premiums.  With  increasing  gambling  competition,  will  enthusiasm  wane? 


What  the  more  successful 
casinos  offer  that  the  others 
lack  is  theater.  Not  just  the 
old-fashioned  singing,  com- 
edy and  dancing  girls  the- 
ater, but  per\asive  theater. 
Surround  the  guests  with 
white  royal  tigers,  waterfalls, 
erupting  volcanoes  and  me- 
dieval castles.  Much  of  this  is 
tacky,  but  it  is  meant  to  keep 
customers  entertained  even 
when  they're  walking 
through  the  lobby. 

Steve  Wynn,  chairman  of  ■■■ 
Mirage  Resorts,  puts  it  this 
way:  "The  old  formulas  don't  work 
anymore.  Customers  won't  come  just 
to  see  a  Sinatra.  You've  got  to  give 
them  an  entire  resort  experience  with 
spectacular  scencr\'." 

So  Siegfried  &  Roy,  with  their  la- 
sers, tigers  and  magic  tricks,  pack  the 
customers  in  at  the  Mirage.  Wynn  says 
he  spent  S24  million  on  Siegfried  & 
Roy's  theater  alone.  Never  mind.  It 
fills  twice  nightly  at  $67  a  head,  and  all 
those  folks  have  to  pass  the  gambling 
tables  on  their  way  out. 

How  do  you  compete  when  you 
have  little  more  than  a  plain  hotel 
room,  a  bar  and  gambling  tables?  It's 
tough.  Nevada  Gaming  Board  data 
show  that  42%  of  Las  Vegas'  62  casi- 
nos were  unprofitable  last  year.  (Casi- 
no bond  issues  totaling  $612  million 
are  in  default  (Rally's  and  Goldriver 
Finance),  with  a  number  of  others  on 
shaky  ground. 

Almost  half  of  downtown  Vegas' 


Proposed  MGM  Grand  Hotel  &  Theme  Park 
Will  it  pull  in  family  vacationers? 


21  casinos  lost  money  in  1990.  Even 
profitable  downtown  casinos,  includ- 
ing the  Golden  Nugget  and  the 
Horseshoe,  reported  $31  million  in 
pretax  profits  in  1990,  less  than  a  third 
of  what  they  earned  in  1988. 

The  rest  of  this  year  and  next  look 
better,  at  least  so  far  as  Las  Vegas  is 
concerned.  Little  new  capacit)'  is 
coming  in  and  the  recession  appears 
to  be  ending.  But  come  late  1993 — 
just  two  years  from  now — a  spurt  of 
new  capacit)'  is  coming.  Says  Oppen- 
heimer  &  Co.'s  gaming  analyst  Ste- 
ven Eisenberg:  "When  Circus  CMrcus 
and  MC.M  Grand  open  their  new 
megafacilities  with  8,000  rooms,  the 
pressure  on  profit  margins  will  be  on 
again." 

While  those  two  new  facilities  are 
expected  to  get  off  to  a  good  start,  the 
squeeze  is  likely  to  come  in  the 
"price-sensitive"  half  of  the  market, 
the    slot-machine-oriented,    $35-a- 


night  room  crowd.  That's  where  most 
of  the  growth  will  have  to  come  fi-om 
if  all  those  rooms  and  casinos  are  to  be 
kept  filled.  Steve  Wynn  contends  Kirk 
Kerkorian's  proposed  S900  million 
MGM  Grand  casino/ theme  park  isn't  a 
threat  "but  an  opportunit)'  that  will 
help  develop  a  whole  new  market  for 
Las  Vegas."  Why?  Because,  he  argues 
optimistically,  it  will  pull  in  family 
vacationers  by  the  millions,  whose 
patronage  will  be  enjoyed  by  the 
"themed"  properties  hke  the  Mirage 
and  Circus  Circus. 

But  the  plain-vanilla  casinos  have 
little  to  offer  the  theme  park  masses. 
By  contrast,  casino  operator  Caesars 
World  caters  to  high  rollers.  In  No- 
vember its  25 -year-old  Caesars  Palace 
hotel/casino  with  an  opulent  Roman 
-  motif  will  host  the  Mike 
Tyson -Evander  Holyfield 
heavyweight  championship 
fight.  It's  expected  to  bring 
in  $100  million  in  gaming 
and  other  revenues,  a  rec- 
ord for  a  Las  Vegas  fight 
weekend.  (That  is,  if  rape 
charges  against  Tyson 
don't  stick.) 

For  its  value-added  show 
business  glitter,  Caesars 
Palace  can  charge  premium 
prices — $1,200  ringside 
seats,  $60  show  tickets  and 
$2,000-a-night  suites. 

Next  spring  Caesars  will 
open  a  90-store  shopping  "Forum," 
resplendent  with  names  like  Gucci 
and  Louis  Vuitton.  Mirrors  on  the 
bedroom  ceilings,  Jacuzzi  pools  in  the 
bedrooms,  world  championship  box- 
ing matches — and  now  high-priced 
recreational  shopping.  That's  the 
kind  of  packaging  a  casino  needs  to 
prosper  toda\'. 

Another  potential  winner  in  the 
high-roller  market:  Hilton,  which  has 
two  hotels  on  the  strip,  Flamingo  and 
the  Las  Vegas. 

No,  casino  gambling  hasn't  lost  its 
appeal.  But  there  can  be  too  much  of  a 
good  thing.  With  casinos  having  to 
ofter  more  and  more  fringe  attrac- 
tions to  get  the  customers,  there  is 
little  doubt  that  Las  Vegas  will  face 
stiffer  competition  in  the  years  ahead. 
Which  raises  a  question  for  investors: 
Will  even  the  best  of  these  stocks  be 
worth  the  premiums  they  currently 
command  in  the  market?  ^M 
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Workers'  Compensation 
On  The  Critical  List 

Saving  a  System  in  Crisis 


by  Dennis  Pillsbury 


The  workers' 
compensation  system 
is  in  critical  condition 
and  sinking  fast.  In 
some  states,  a  number 
of  insurance  compa- 
nies are  considering 
"pulling  the  plug"  and 
letting  the  "patient"  die 
a  peaceful  death  rather 
than  continue  with 
life-support  systems. 

Unabated  cost  escalation  has  cre- 
ated an  untenable  situation  for  insur- 
ance companies  and  self-insurers  alike. 
The  percentage  of  payroll  devoted  to 
workers'  compensation  has  doubled 
during  the  last  decade  and  shows  no 
sign  of  abating.  Today,  the  annual  aver- 
age cost  per  employee  for  workers' 
compensation  coverage  is  approxi- 
mately $500,  according  to  data  com- 
piled by  the  National  Council  on  Com- 
pensation Insurance  (NCCI).  This 
compares  with  an  average  cost  of  $93 
per  employee  in  1972. 

Trends  indicate  that  unless  signifi- 
cant reform  is  enacted  to  contain  costs, 
double-digit  cost  escalation  will  con- 
tinue. During  the  '80s,  both  medical  and 
indemnity  costs  rose  at  double-digit 
rates,  a  sharp  contrast  to  the  modest 
annual  rise  of  approximately  4%  in  the 
overall  Consumer  Price  Index.  Here  are 
some  revealing  statistics: 


■  Average  medical  costs  tripled  during 
the  decade,  rising  at  an  average 
annual  rate  of  13%. 

■  Indemnity  costs  experienced  an 
average  annual  increase  of  10%, 
despite  the  fact  that  the  wage  levels 
on  which  indemnity  payments  are 
based  only  rose  at  an  annual  level  of 
approximately  5%. 

■  Lost  workdays  per  100  employees 
rose  24%  from  1984  to  reach  78.7  in 
1989.  Improvements  at  the  beginning 
of  the  decade  had  this  number  down 
to  58.7  in  1982. 

For  the  last  eight  years,  insurance 
companies  have  experienced  operat- 
ing losses  in  workers'  compensation. 


Combined  ratios  (the  ratio  of  losses 
and  expenses  to  premiums)  have 
exceeded  115%,  and  operating  ratios 
(which  factor  in  investment  gains)  have 
been  in  the  105%  range.  This  has 
translated  into  operating  losses  of 
$1 .7  billion  in  1987,  $1 .8  billion  in 
1988.  $2  billion  in  1989  and  $2.2  bil- 
lion in  1990.  No  industry  can  continue 
to  sustain  losses  of  this  magnitude.  As 
one  insurance  executive  noted,  the 
system  is  slowly  "bleeding  us  to 
death."  The  situation  has  become  so 
ridiculous  that  many  insurance  compa- 
ny strategies  now  involve  getting  out 
of  certain  markets  faster  than  the 
competition. 


ATWAUSAU, 

WE  EXAMINE  THE  MEDICAL  BILLS 

JUST  AS  CLOSELY. 


Today,  workers  in 

America  and 

their  families 

can  receive  the  WausauS  ..ecbad 

ooa  ajnminmeru 

worlds  finest        fronxyamof 

experience  with 
, .      I  both  workers 

medical  care  —   comperuation  and 
group  health- 

for  injuries  suffered  on  or  off 
the  joh  But  it  comes  with  a 
high  price. 

Wausau  Insurance  is  work- 
ing with  its  customers,  and 
their  employees  and  families, 
to  help  keep  health  care  costs 
manageable. 

We're  pioneering  devel- 
opment of  a  computer- 
assisted  program  for  auditing 
workers  compensation 
medical  bills.  In  an  early 
application  in  one 


southeastern  state,  our  medical  claims  review  staff  was  able  to  reduce  medical  charges  by  29%. 

Wausau's  also  working  in  partnership  with  policyholders  and  their  injured  employees  to  use  our  expanding  network 
of  Preferred  Provider  Organizations  (PPOs)  to  help  control  the  cost  without  sacrificing  the  quality  of  medical  care  for 
both  group  health  and  workers  compensation.  In  these  cases,  Wausau's  PPOs  have  reduced  provider  medical  charges 
for  workers  compensation  by  23%,  Wausau  cost  containment  programs  —  also  including  loss  control  and  wellness 
programs,  rehabilitation,  hospital  precertification  and  others  —  have  helped  save  our  customers  millions  of  dollars. 

If  managing  health  care  costs  is  important  to  your  company,  it's  important   ^ 
for  your  company  to  be  with  Wausau.  

A+  (Suptmor)  A.M.  Best  Rating 
Wausau  Insurance  Companies,  2000  Westwood  Drive,  Wausau,  Wisconsin  54401  Telephone  (715)  845-521 1     A  Member  of  the  Nationwide*  Group 
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Unsafe  Risks  Get  a 
"Free  Ride" 

One  result  of  this  exodus  from  cer- 
tain markets  is  growth  in  the  resid- 
ual market.  This  market  is  handled 
by  private  insurers,  which  set  up  pool- 
ing mechanisms  to  handle  risks  that 
are  not  covered  in  the  voluntary  mar- 
ketplace. Residual  markets  are  intend- 
ed to  handle  difficult  risks.  However, 
when  the  voluntary  market  shrinks, 
more  and  more  "clean"  risks  are  forced 
into  the  pool.  The  result  has  been  that 
the  residual  market  has  become  the 
largest  writer  of  workers'  comp)ensa- 
tion  policies  in  the  nation.  NCCI  esti- 
mates that  the  residual  mari<et  now 
handles  nearly  one-quarter  of  the 
workers'  compensation  business  writ- 
ten in  the  U.S.  In  1985,  by  contrast, 
the  residual  mart<et  handled  less  than 
1 0%  of  this  business. 

There  are  two  fundamental  prob- 
lems with  the  continuing  growth  in 
the  residual  market:  First,  because 
premiums  for  this  market  are  kept 
artificially  low  by  state  regulators,  the 
premiums  must  be  subsidized  by  the 
voluntary  market.  When  the  residual 
market  is  relatively  small,  that  subsidy 
does  not  represent  a  significant  por- 
tion of  voluntary  premiums.  The  bur- 
geoning of  this  market  has  produced 
a  situation  where,  on  the  average,  a 


1 5%  charge  must  be  added  to  volun- 
tary market  premiums  to  support 
residual  market  losses. 

Second,  there  are  no  finarrcial 
incentives  built  into  the  residual  market 


Unless  runaway 

costs  are 

checked, the 


workers' 


compensation 

system  could 

collapse  in  some 

states. 


to  prompt  an  employer  to  operate  in  a 
safe  nnanner.  In  effect,  the  good  risks 
are  subsidizing  unsafe  business  opera- 
tions. As  Gary  Countryman,  chairman, 
president  and  chief  executive  officer  of 
Liberty  Mutual  lnsurarK»  Companies, 
points  out.  The  unsafe  places  get  a  free 
ride.  The  incentives  are  all  wrong.  The 
costs  of  operating  unsafely  are  masked, 
while  companies  ttiat  operate  safely  are 


paying  much  nrxxe  than  tfiey  should." 

The  situation  is  serious.  Unless 
runaway  costs  are  checked,  the  work- 
ers' compensation  system  could  col- 
lapse in  some  states.  There  is  a  glim- 
mer of  hope,  however,  according  to 
William  Hager,  president  of  NCCI,  the 
largest  workers'  compensation  rating 
organization.  "Workers'  compensation 
has  moved  to  the  front  burner  in  many 
states,  and  legislatures  are  taking 
action  to  reform  the  system."  In  some 
cases,  these  reform  efforts  are  being 
spearheaded  by  coalitions  that 
include  lakxDr  and  managennent  aiong 
with  the  insurance  industry,  as  are 
efforts  to  improve  safety  in  the  work- 
place. The  fact  that  these  traditional 
adversaries  have  set  aside  their  differ- 
ences in  order  to  work  together  to 
save  the  workers'  compensation  sys- 
tem is  an  extremely  positive  develop- 
ment. Dick  Lepinski,  assistant  vice 
president- workers'  compensation  for 
Wausau  Insurance  Companies,  notes: 
"Labor  and  management  are  the  key. 
They  are  the  primary  owners  of  ttie 
system." 

The  question  now  is.  wfiere  do  we 
go  from  here? 

"The  area  wfiere  all  stakeholders 
have  the  greatest  leverage  for  control- 
ling and  stabilizing  costs,"  Liberty  Mutu- 
al's  Countryman  states,  "is  workplace 
safety.  The  business  community,  insur- 
ance industry,  OSHA  and  labor  must 
wori<  together  to  achieve  an  improve- 
ment in  safety  on  a  grand  scale.  There 
already  has  t)een  a  tremendous  change 
in  attitude  concerning  workplace  safety 
tfiat  has  business  arxj  labor  and  tfie 
insurance  industry  working  togettier  to 
achieve  real  reductions  in  accidents." 

These  efforts  can  have  a  very 
positive  impact  on  overall  workplace 
safety  as  well  as  a  concomitant  posi- 
tive effect  on  a  company's  bottom  line. 
As  to  wfiether  or  not  accident  preven- 
tion works.  Du  Pont  Co.  has  enjoyed  a 
lost  workday  incidence  rate  of  only  .04 
in  1990.  This  figure  is  dramaticaly 
lower  than  the  national  average  of 
78.7.  Du  Pont  estimates  its  savings  at 
more  than  $1  billion. 
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Excessive  Litigation 
Undermines  tiie  System 

Almost  as  important  as  prevention  is 
the  handling  of  injured  workers 
after  an  accident  occurs.  Actions 
taken  at  that  point  can  have  a  signifi- 
cant impact  on  the  ultimate  cost  of  that 
accident.  The  manager  or  shop  fore- 


man at  the  scene  of  the  accident 
should  immediately  step  in  to  allay  the 
employee's  fears  and  uncertainties.  He 
or  she  needs  to  be  in  contact  with  the 
employee  after  the  accident,  stressing 
that  workers'  compensation  will  take 
care  of  medical  bills  and  lost  wages, 
and  that  the  company  really  wants  the 
employee  back  at  work. 

At  the  same  time,  the  insurance 


ALLIANCE  OF  AMERICAN 

INSURERS 

Rodger  S.  Lawson, 

Executive  Vice  President 

As  the  American  work  force 
moves  into  the  1990s,  so  too 
must  the  workers'  compensa- 
tion system  that  protects  it.  For 
much  of  its  80  years  of  existence, 
the  system  has  had  a  successful 
track  record  for  providing  indemnity 
and  medical  benefits  to  those  injured 
on  the  job.  However,  adjustments 
are  necessary  to  meet  the  needs  of 
the  nation's  changing  work  force. 

The  Alliance  of  American  Insurers 
believes  that  balance  must  be 
restored  to  the  workers'  compensa- 
tion system.  The  goal  is  to  develop  a 
system  that  delivers  adequate  bene- 
fits to  injured  workers  as  quickly  as 
possible  with  the  least  transaction 
cost.  Any  changes  made  to  the  sys- 
tem should  be  based  on  its  funda- 
mental concepts:  Workers'  compen- 
sation is  to  tDe  the  employee's 
exclusive  remedy  against  an  employer 
for  work-related  injuries  and  diseases; 
and  it  should  provide  employees  with 
prompt  payment  of  benefits. 


In  order  to  improve  the  system, 
all  of  the  stakeholders  at  both  the 
state  and  national  levels  must  work 
together  to  develop  an  agenda  for 
reform  that  encompasses  as  many 
of  the  common  goals  and  objectives 
as  possible.  We  must  utilize  existing 
forums  for  communication  and  cre- 
ate new  ones,  making  every  effort 
to  find  this  common  ground.  Such 
cooperation,  translated  into  political 
effectiveness,  will  allow  the  system 
to  meet  the  challenges  of  a  1 990s 
work  force. 

Working  together  means  devel- 
oping a  consensus,  in  recognition 
that  each  party  has  different  views 
of  the  system's  priorities.  Worker 
issues,  such  as  benefit  levels  and 
prompt  benefit  delivery,  must  be 
balanced  with  employer  concerns 
regarding  inordinate  cost  escalation 
and  instability,  which  characterize 
the  system.  Similarly,  these  con- 
cerns cannot  be  dealt  with  without 
recognizing  that  insurers  are  faced 
with  statutory  and  administrative 
restraints  that  limit  their  ability  to 
control  costs  in  the  cun-ent  system 
and  to  obtain  adequate  revenues  to 
cover  the  risk  they  bear  in  some 
states.  All  three  are  concerned  with 
wori<place  safety. 

But  these,  as  well  as  other 
stakeholders,  must  rise  above  the 
pressures  of  individual  special  inter- 
ests and  move  toward  greater  sys- 
tem balance.  Only  then  will  the  sys- 
tem fulfill  the  variety  of  needs  for 
which  it  was  created. 


company  needs  to  be  notified  imme- 
diately so  that  the  claim  can  be  pro- 
cessed as  rapidly  as  possible  and 
indemnity  payments,  if  those  are  in- 
volved, can  start  quickly. 

Insurance  companies  are  working 
hard  to  improve  the  timeliness  txDth  of  i 
tial  contact  with  the  claimant  and  the 
ation  of  payment,  recognizing  that 
can  result  in  frustration  and  anxiety . 
increase  the  chance  tfiat  an  injured 
emptoyee  might  turn  to  an  attorney. 

This  does  not  mean  that  quick 
intervention  alone  will  eliminate  attor- 
ney involvement  in  the  wori<ers'  com- 
pensation s;'Stem.  "Entirely  too  much 
of  the  expense  dollar  is  being  taken  up| 
with  lawyers,"  says  Klaus  Dorfi,  execu- 
tive vice  president  of  Atlantic  Mutual 
Companies.  The  increasing  attorney 
involvement  in  the  workers'  compen- 
sation system  has  t>een  cited  as  one 
of  the  reasons  that  indemnity  costs 
have  risen  at  twice  the  rate  of  wages. 
In  some  states,  attorney  representa- 
tion has  t>ecome  the  norm.  In  Califor- 
nia, for  example,  litigation  costs 
accounted  for  more  than  $1  billion  out 
of  $6  billion  in  total  workers'  compen- 
sation costs  in  1988. 

"The  wori<ers'  compensation  sys- 
tem is  supposed  to  be  a  no-fault  sys- 
tem, but  has  emerged  as  part  of  the  lia- 
bility system,"  Dorfi  adds.  One  result  of 
the  fact  that  the  "system  has  become 
far  too  adversarial."  he  says,  is  ttiat 
"claimants  are  not  compensated  equal- 
ly." Claimants  with  minor  injuries  may 
receive  far  more  than  they  should,  while 
the  seriously  injured  person  may  be 
undercompensated.  He  says  ttiat  wtiat 
is  needed  are  "strong  administrative 
agencies  at  the  state  level." 

Lee  Weinberger,  president  arxj 
chief  executive  officer  of  Wausau  Insur- 
ance Companies,  points  out  ttiat  \he 
presence  of  a  strong  agency  in  the  corrv 
pany's  home  state  of  Wisconsin  tias 
gone  a  long  way  to  maintaining  stabity 
The  department  is  very  active.  Informa- 
tion is  disseminated  to  every  injured 
employee  describing  the  system  and 
delineating  the  claimant's  responst)ity. 
Because  of  this,  expectations  are  oxxe 
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WE     CAN     CHANGE     THE     FUTURE. 


At  this  moment  there  could  be  a  burglary  in  your 
future.  But  that  can  change.  You  can  stop  that  break- 
in  now.  Before  it  ever  happens. 

As  a  property  and  casualty  insurer,  we  know  bur- 
glars are  especially  enamored  of  electronics  plants.  Vie 
also  know  the  steps  you  can  take  to  help  make  your 
premises  less  attractive  to  them.  You  have  to  be  com- 
mitted to  those  steps.  But  so  does  everyone  else  we 


group  you  with— electronics  people  like  you  who 
share  the  same  kinds  of  risks.  And  who  will  also  share 
the  same  lowered  premiums  and  the  possibility  of 
dividends  that  come  with  diligent  loss  control,  h's 
that  way  for  every  industry  we  insure. 

Call  your  agent  or  broker  about  us.  And  make  sure 
the  bad  guvs  don't  have  a  future  with  your  company 

Atlantic  Mutual.  45  >Xall  Street.  New  York.  NY  10005 


=kAtlanticMutual 

IT  PAYS  TO  BK  CAREFUL. 
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These  Days  When  A  Worker  Has  An  Accident,  Eve 


The  Workers  Compensation  System  was 
designed  to  help  mjured  workers  get  well,  and 
return  to  work.  In  most  states,  it  does.  In  other 
states,  the  problems  aren't  simply  big.  They're 
enormous. 

And  beginning  to  spread  into  other  states. 
Right  down  the  line,  everybody's  starting  to  feel 
the  effects -from  the  workers,  to  their  families, 
to  the  employers,  to  the  insurers. 
The  System 

Over  7b  years  ago,  when  it  was  created  to 
protect  workers  from  on-the-job  injuries,  Workers 
Compensation  was  based  on  some  well-inten- 
tioned and  well-received  ideas: 

To  prevent  work-related  accidents  from  ever 
happening. 

To  give  prompt,  quality  medical  attention 

©  Liberty  Mutual  Insurance  Group/Boston.  1990 


and  equally  prompt  income  benefits. 

To  rehabilitate  injured  workers  and  help 
them  get  back  to  work. 

To  offer  cost  stability  to  the  employer 

And  ultimately  to  keep  the  entire  workp— : 
productive  — the  less  down-time,  the  more  ti'  r. 
you  have  to  be  competitive,  and  stay  competi 
The  Obstacles 

It  bears  repeating:  There  are  problems.  B 
problems,  in  many  states,  that  need  fixing.  W 
also  need  to  strengthen  the  system  so  that  the 
problems  don't  spread  to  other  states. 

Problems  like  unnecessary,  time-consurr 
litigation.  Soaring  claims  costs.  Underfunded, 
understaffed  state-administered  agencies.  An 
on  a  national  level,  runaway  medical  costs. 

Fact  is,  the  economies  of  entire  states  are 
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:vt)dy  Gets  Hurt 


ting— partly  because  businesses  won't  relo- 
rj  I  in  places  where  Workers  Compensation  is 

iSarray. 
:      For  some  states,  the  situation  is  so  critical. 
::i  Liters  have  stopped  writing  Workers  Compen- 
■  on  Insurance  altogether — premiums  won't 
.  1  cover  losses  and  expenses. 
J  The  Way  To  Help 

I   What  can  you  possibly  do  to  help?  YouU  be 
i  prised.  To  help  restore  and  strengthen  the 
1  tern  in  your  state,  you  can  take  two  courses  of 
ion. 

First:  Be  aware.  Find  out  what's  happening 
.our  state,  how  you're  affected,  and  what  you 
do  to  help.  Talk  to  your  insurance  company 
usiness  trade  association. 


Gary  Countryman.  President  and  CEO  of 
Liberty  Mutual.  175  Berkeley  Street  Boston.  ^AA 
02117  Well  help  you  get  in  touch  with  people  in 
your  state  who  can  help. 

When  strong  and  fit  the  Workers  Compen- 
sation System  works  hard,  and  works  well. 
Everyone  it  touches,  it  benefits  — especially  the 
injured  worker. 

Which  is  why  considering  all  it  stands  for, 
we  should  do  everything  possible  to  keep  it 
standing. 


LIBERri' 
MUTUAL, 


Or  two:  Share  your  views  by  writing  to 

Help  Strengthen  Workers  Compensation. 
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realistic  and  very  few  workers  turn  to 
attorneys  for  help.  If  there  are  disputes, 
the  agency  resolves  them  through  arbi- 
tration." He  adds,  "At  the  same  time, 
the  state  agency  monitors  the  timeliness 
of  payments  to  claimants  to  make  cer- 
tain that  insurance  companies  are  living 
up  to  their  promises." 

Weinberger  goes  on  to  explain  that 
an  efficient  workers'  compensation  sys- 
tem can  have  a  positive  impact  on  a 
business's  decision  to  locate  in  a  state. 
"Wisconsin  has  been  able  to  attract 
jobs  when  other  states  have  lost  them. 
Part  of  the  reason  was  the  positive 
workers'  compensation  environment." 

The  Last  Blank  Check 
for  Health  Care 

The  cost  of  medical  care  is  another 
area  where  much  needs  to  be  done. 
Unfortunately,  much  of  what  is 
occurring  in  the  health  care  area  stretch- 
es far  beyond  the  purview  of  the  work- 
ers' compensation  system.  However, 
the  nature  of  the  system  itself  has  made 
it  more  susceptible  to  medical  cost  infla- 
tion than  other  third-party  providers.  In 
fact,  the  cost  of  medical  care  in  the 
workers'  compensation  system  has 
risen  1 .5  times  faster  than  in  the  rest  of 
the  economy.  That's  because  workers' 
compensation  has  no  deductibles  and 
pays  unlimited  medical  expenses.  At  the 
same  time,  workers'  compensation 
insurers  have  been  unable  in  many 
states  to  use  managed-care  techniques, 
such  as  preferred  provider  organiza- 
tions, utilization  review  and  others. 
These  are  not  intended  to  limit  access  to 
medical  care,  but  to  help  eliminate  abus- 
es like  "doctor  shopping,"  where  a 
claimant  or  his  attorney  looks  for  a  doc- 
tor who  will  provide  a  diagnosis  that  best 
meets  the  needs  of  a  court  case  rather 
than  the  medical  needs  of  the  claimant. 
Some  observers  have  dubbed  workers' 
compensation  "the  last  blank  check  for 
medical  care  funding." 

Intemally,  much  can  be  done  to  cut 
health  care  costs,  thanks  to  automation. 
"Automation  has  allowed  us  to  nnore 
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NATIONAL  ASSOCIATION  OF 

MANUFACTURERS 

Jerry  J.  Jasinowski 

President 

The  concept  behind  the  workers' 
compensation  system  is  laud- 
able— any  worker  who  is  injured 
on  the  job  or  becomes  ill  as  a  result 
of  his/her  job  receives  medical  care 
and  wage  compensation.  No  one 
can  argue  with  the  necessity  of  such 
a  system. 

But  the  system  has  become  a 
battleground  between  lawyers  and 
health  care  companies  who  have 
lost  sight  of  the  program's  funda- 
mental purpose  —  to  provide  timely, 
quality  care  to  employees  who  have 
been  injured  on  the  job. 

One  of  the  biggest  problems 


facing  the  system  is  the  spiraling 
cost  of  health  care.  Unlike  tradition- 
al health  benefits  provided  by 
employers,  health  care  furnished 
under  workers'  compensation  is  at 
no  cost  to  the  worker,  often  for  a 
lifetime. 

In  addition,  though  the  system 
was  designed  to  do  away  with 
potential  lawsuits  (all  legitimate 
claims  are  covered),  more  and 
more  cases  are  ending  up  in  court. 
This  does  nothing  to  resolve  the 
inherent  problems  of  workers'  com- 
pensation and,  in  fact,  serves  only 
to  cause  unnecessary  delays  and 
greatly  increases  the  cost  of  the 
benefit. 

The  out-of-control  costs  of  pro- 
viding workers'  compensation, 
when  added  to  the  other  soaring 
expenses  associated  with  corporate 
benefits  packages,  have  significant- 
ly decreased  our  country's  ability  to 
compete  intemationally. 

Finding  solutions  to  these  prob- 
lems will  help  ensure  a  powerful 
place  in  the  global  mar4<etplace  for 
the  U.S.  Let's  all  work  together  to 
preserve  a  system  that  gives  peace 
of  mind  to  injured  or  sick  workers. 


Our 
WORKERS'  CoMP  Record 

Is  The  Best 
In  The  Business. 

We  DON'T  Think 

THAT'S  Good  Enough. 


At  Kemper,  we  believe  the  best 
way  to  reduce  workers'  comp  costs 
is  to  help  our  customers  prevent 
accidents  and  injuries.  That's  why 
we  put  so  much  emphasis  on  loss 
prevention  and  control. 

But  when  accidents  do  occur,  our 
record  for  keeping  costs  down  is  the 
best  in  the  business. 

Kemper  is  the  only  insurer  that 
I  audits  every  workers'  comp  medical 
bill  in  every  fee  schedule  state.  In 
other  major  states,  like  Illinois  and 
Pennsylvania,  we  use  the  same 
computerized  audits  to  uncover 
improper  charges. 

And  Kemper  pioneered  many  cost 


containment  practices — like  Utiliza- 
tion Reviews,  Preferred  Provider 
Programs,  and  discount  drug 
programs — practices  that  are  now 
industry  standards. 

This  year,  we  expect  Kemper's 
workers'  comp  review  programs  will 
save  policyholders  $84  million. 
That's  an  average  savings  of  17  per- 
cent on  each  submitted  claim.  And 
that's  on  top  of  the  savings  generated 
by  our  loss  control  programs. 

At  the  same  time,  we're  also 
working  for  standardized  forms  and 
fee  schedules  in  every  state.  Because 
our  goal  is  to  make  cost  containment 
pay  off  with  quality  care  at  affordable 


prices. 

No  other  insurance  company  can 
beat  Kemper's  record  in  cost  contain- 
ment. So  we're  going  to  try  to  beat 
it  ourselves. 


For  further  information  write:  Kemper  National,  F3, 
One  Kemper  Drive,  Long  Grove,  Illinois  60049. 
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isiJL    Saving  a  System  in  Crisis 


carefully  scrutinize  medical  claims,"  notes 
Keith  Like,  executive  vice  president-com- 
mercial lines  of  Kemper  Insurance  Com- 
panies. "We  expect  that  we  will  pay  near- 
ly $1 00  million  less  than  we  are  billed  in 
medical  costs  alone  by  eliminating  a  sig- 
nificant amount  of  double  billing  and  over- 
charges." He  continues,  "We  don't 
approach  health  care  providers  in  an 
adversarial  manner  when  we  find  a  prob- 
lem, but  work  with  them  to  eliminate 
these  problems.  Automation  has  allowed 
us  to  manage  our  results  better." 


An  Agenda  for  Survival 

Given  the  current  state  of  the  workers' 
compensation  system,  it  is  difficult 
to  be  sanguine  about  its  future.  The 
search  for  solutions  involves  a  rededica- 
tion  of  all  stakeholders  to  accident  pre- 
vention as  well  as  legislative  reform  in 
some  states.  The  fact  that  this  has  been 
accomplished  in  states  where  labor  and 
business  worked  together  provides  real 
hope  for  the  future. 

"Some  significant  progress  has 


AFL-CIO 

Thomas  R.  Donahue 

Secretary-Treasurer 

The  AFL-CIO  applauds  the  Alliance 
of  American  Insurers  and  the 
National  Association  of  Manufac- 
turers for  their  willingness  to  join  in 
efforts  to  raise  public  awareness  of 
the  importance  of  an  equitable  and 
fair  workers'  compensation  system. 

For  80  years,  workers'  com- 
pensation has  been  based  on  the 
proposition  that  workers  who  are 
injured  or  ill  because  of  circum- 
stances arising  from  their  work 
should  receive  medical  treatment 
and  wage  replacement  until  they  are 
able  to  return  to  their  jobs.  In  return 
for  providing  this  no-fault  protection, 
employers  would  not  be  liable  for 
common  law  tort  remedies. 

Today,  the  only  thing  that  usually 
unites  the  parties  to  workers'  com- 
pensation is  their  unhappiness  with  it. 

Among  workers  who  have  paid 
the  human  cost  of  job  injury  or  ill- 
ness, the  inadequate  benefits  in 
many  jurisdictions  and  the  lengthy 


delays  in  others  have  eroded  the  trust 
and  confidence  that  this  system 
needs.  The  AFL-CIO  is  convinced  that 
the  workers'  compensation  system 
can  work,  but  it  clearly  needs  reforms, 
such  as: 

■  Healthier  and  safer  workplaces 
through  loss  prevention  and  the  elimi- 
nation of  work  injuries  and  illnesses. 
Reform  of  the  Occupational  Safety 
and  Health  Act  would  be  an  important 
step  in  this  direction. 

■  Equitable  treatment  of  disabled 
workers  through  compliance  with  the 
recommendations  of  the  1 972  Nation- 
al Commission  on  State  Workmen's 
Compensation,  as  well  as  improve- 
ments in  the  coverage  of  occupational 
diseases. 

■  High-quality  and  appropriate  medi- 
cal care,  including  workers'  choice  of 
physician,  paid  for  by  the  employer. 

■  Dignity  and  respect  for  injured  and 
diseased  workers,  including  measures 
to  protect  their  privacy  and  the  confi- 
dentiality of  their  records. 

■  Direct  dialogue  between  business 
and  labor.  They  have  the  greatest 
stake  in  this  system,  so  they  should 
have  the  most  influence  in  determining 
its  form  and  content. 

The  original  purpose  of  workers' 
compensation  remains  fundamentally 
sound.  The  task  of  the  trade  union 
movement  and  the  business  commu- 
nity is  to  reform  the  system  so  it  can 
fulfill  that  purpose. 


been  made,"  Like  of  Kemper  says.  "At 
least  we've  gotten  to  the  point  where 
the  insurance  industry  is  no  longer 
viewed  as  wealthy  and  simply  crying 
about  a  loss  of  profits.  People  recog- 
nize that  there  is  a  real  problem." 

Reforms  have  been  successfully 
enacted  in  many  states  with  positive 
results.  For  example,  enactment  of  a 
reform  package  in  Oregon  that  had  the 
backing  of  \abor  and  business  resulted 
in  a  12.2%  reduction  in  workers'  com- 
pensation rates.  Reform  in  Texas,  which 
has  been  one  of  the  biggest  problem 
states,  alreadv  has  resulted  in  significant 
reductions  in  loss  ratios,  which  were 
down  an  estimated  20%  in  the  first  half 
of  this  year.  Unfortunately,  thie  reforms 
are  being  challenged,  but  the  experience 
has  shown  what  corrective  legislation 
can  accomplish.  "Agents  in  Texas 
played  a  major  role  in  helping  forge  a 
business  and  insurance  industry  coali- 
tion that  lobbied  for  reform,"  notes  A. 
William  Bailey,  chairman  of  Bailey  Insur- 
ance &  Financial  Services  of  Waco, 
Texas,  and  president  of  the  Independent 
Insurance  Agents  of  America. 

Bailey  says  that  agents  play  an 
extremely  important  role  in  efforts  to 
reform  wori<ers'  compensation.  "Coali- 
tions of  the  stakeholders  can  cause 
change  to  take  place.  Our  role,  as  inde- 
pendent agents,  is  to  help  forge  these 
coalitions  and  suppxDrt  them  with  facts, 
ideas  and  expenence.  We  know  the 
business  people  very  well.  Most  of 
them  are  our  customers.  They're  expe- 
riencing problems  with  purchasing 
workers'  compensation  coverage  and 
affording  coverage  when  they  can  get 
it.  We're  there  to  explain  why  this  is 
happening  and  show  them  what  can  be 
done  to  correct  the  situation." 

In  the  year  201 1 ,  ttie  workers'  com- 
pensation system  will  celebrate  its  100th 
anniversary.  Actions  taken  today  by  the 
stakeholders  in  ttie  system  wi  determine 
what  kind  of  annrversary  that  wi  be.  ■ 

Well-known  Insurance  )OumaKst  Derwiis  PiHsbury 
has  wntten  artictes  (or  Fortes.  Vtntun,  he.. 
Business  Wssk.  the  Journal  of  Commerce  and 
major  industry  publicatior>s  He  is  bastd  in  Moms 
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WORKERS'  COMPENSATION 


In  the 

search  for  solutions 

ir  independent  age 

plays  several 

major  roles! 


,    We  salute  the  effort  of  groups 
working  together  to  identify  the 
problems  of  our  troubled  Workers' 
Comp  system.  The  solution  must 
include  benefits  and  rehabilitation 
for  those  injured  in  the  workplace. 
Equally  important,  the  solution 
must  be  fair  and  affordable  to  the 
employer  and  to  the  provider.  To 
that  end,  the  220,000  agents  and 
employee-members  of  the  Indepen- 
dent Insurance  Agents  of  America 
(IIAA)  are  dedicated. 


1 


YOUR  INDEPENDENT 
AGENT  PROVIDES  AN 
INDEPENDENT  CHOICE.. 


When  insurance  becomes  a  prob- 
lem of  availability  or  affordability, 
your  independent  agent,  who  repre- 
sents several  fine  insurance  compan- 
ies, is  in  the  best  position  to  provide 
reliable  alternative  markets  for 
Workers'  Compensation  coverage. 


2    YOUR  INDEPENDENT 
AGENT  UNDERSTANDS 
THE  NEEDS  OF 
BUSINESS... 

As  an  entrepreneur,  Workers' 
Compensation  has  an  impact  not 
only  on  clients,  but  on  an  indepen- 
dent agent's  own  business.  Nobody 
is  more  empathetic  to  the  needs  of 
the  business  owner,  nor  is  there 
anybody  more  dedicated  to  finding 
solutions  than  members  of  the  IIAA! 


3    YOUR  INDEPENDENT 
AGENT  IS  THE  INTER- 
MEDIARY BETWEEN 
YOU  AND  YOUR  INSURER.. 

As  an  insurance  advisor  and  a 
representative  of  many  insurance 
companies,  an  independent  agent 
is  in  a  unique  position  to  see  both 
sides  of  the  Workers'  Comp  issue. 
We  are  dedicated  to  risk  manage- 
ment, speedier  rehabilitation  and 
to  the  elimination  of  abuses  that 
threaten  the  very  existence  of  the 
system. 


4  YOUR  INDEPENDENT 
AGENT  IS  BACKED  BY 
THE  VOICE  OF  220,000 
MEMBERS  OF  THE  IIAA... 

When  it  comes  to  advocating 
fair  and  prudent  legislation  and 
regulation,  at  both  the  state  and 
federal  levels,  there  is  no  group  with 
a  more  convincing  voice.  When  the 
"search  for  solutions"  to  Workers' 
Compensation  problems  is  over,  and 
equitable  remedies  are  in  place,  it 
will  be  because  many  interests  have 
worked  together  —  and  because  the 
IIAA  has  been  relent- 
less in  that  quest! 


INDEPENDENT 

INSURANCE AGENTS 

OF  AMERICA 

It  pays  to  niake 
the  indepaident  choice 


TAXING  MAHERS 

EDIIED  BY  UURA  SAUNDERS 


If  a  new  bill  from  Dan  Rostenkowski  passes, 
companies  with  big  stakes  in  the  advertising 
business  will  be  delighted— but  software  and  cable 
companies  will  take  big  tax  hits. 

Procrustean  bed 


"This  is  a  good  solution  that  really 
does  bring  certainty^  to  the  law,"  says 
Christopher  Baldwin,  a  tax  director 
with  Gannett  Co.  Terr\'  Taylor,  a  tax 
director  at  Mentor  Graphics,  a  soft- 
ware firm,  vehemently  disagrees.  "It 
is  totally  wrong  and  doesn't  reflect 
economic  realit\',"  says  Taylor. 

These  two  tax  experts  are  talking 
about  the  same  thing:  a  bill  on  the 
amortization  of  intangibles  that  is 
now  before  Congress.  Proposed  by 
influential  House  Ways  &  Means 
Committee  head  Dan  Rostenkowski, 
the  bill  would  resolve  what  Internal 
Revenue  Ser\'ice  Chief  Counsel  Abra- 
ham Shashy  has  called  "one  of  our 
biggest  issues,  in  terms  of  both  dollars 
and  cases." 

Feelings  arc  running  high  because 
Rostenkowski 's  approach  is  very  sim- 
ple but  not  vcr\'  tair.  Winners  include 
firms  making  acc]uisitions  invohing 
lots  of  goodwill,  and,  indirectly,  any 
company  with  a  big  stake  in  advertis- 
ing. Hence  Cuinnctt\s  Baldwin  likes  it. 

Losers!"  Soft\\'are  makers,  firms 
with  goxernmcnt  franchises  such  as  a 
cable  or  broadcasting  license,  and 
many  others. 

The  central  issue  is  this:  Over  how 


many  years  should  an  intangible  asset 
be  amortized  and  deducted  for  tax 
purposes?  The  shorter  the  asset's  use- 
fiil  life,  the  greater  the  deduction  and 
the  more  tax  money  saved.  A  second 
central  issue:  Which  assets  are  intangi- 
bles and  which  must  be  classified  as 
goodwill?  This  is  important  because 
goodwill  cannot  be  amortized  and 
deducted  under  U.S.  tax  law. 

Because  in  a  service-  and  knowl- 
edge-based economy  like  ours  so 
many  assets  are  now  intangibles,  the 
IRS  has  fought  taxpayers  tooth  and 
nail  over  the  appropriate  amortization 
and  deduction  of  intangibles.  Big 
money  is  involved.  Currently  the  Ser- 
vice is  attacking  $9  billion  of  claimed 
deductions.  But  in  several  important 
cases  the  courts  have  sided  with  tax- 
payers. That  has  emboldened  them  to 
beconie  even  more  creative,  deduct- 
ing such  intangibles  as  a  pizza  pie 
crust  recipe  and  ha\'ing  a  nonunion 
work  force  (FcmRFS,  July  23.  WQO). 

Rostenkow ski's  bill  wtnild  call  a 
screaming  halt  to  all  this  with  a  devil- 
ishly simple  solution,  namely:  Declare 
that  /?// goodwill  and  most  intangibles 
are  tax-deductible  over  an  arbitrar>' 
period  of  14  years.   Like  the  cruel 


Procrustes,  who  forced  travelers  tc 
sleep  in  the  same-size  bed  by  loppinj 
off  their  legs  or  stretching  them  c 
Rostenkowski  would  force  nearly  al! 
firms  to  use  the  same  usefijl  life  foij 
their  intangibles,  without  regard  foi| 
the  assets'  different  characteristics. 

Under  Rostenkowski's  simpU 
rules,  gone  would  be  the  crucial  disJ 
tinction  between  goodwill  and  intan 
gibles.  Gone,  too,  would  be  all  the^ 
fights  over  length  of  a  usefiil  life.  All  ot  j 
this  is  bad  news  for  the  lawyers  atl 
$500  an  hour  and  appraisers  at! 
$1,000  a  day  that  companies  musti 
hire  to  hassle  with  the  iRS.  "ThisI 
would  put  an  end  to  a  lot  of  expensive] 
bother  benveen  us  and  the  Ser\ice,"| 
says  Dow  Chemical's  tax  director,) 
Paul  Brink. 

If  the  bill  becomes  law,  one  ver\'  bigj 
winner  could  be  the  advertising  in- 
dustry. Many  tax  experts  (and  the 
General  Accounting  Office)  argue 
that  advertising  expenditures  help! 
create  brand  recognition,  an  intangi- 
ble asset.  If  amortization  of  intangi- 
bles is  to  be  deductible,  they  say,  thcr. 
advertising — a  business  cost  that  is 
now  expensed  immediately — should 
not  be  entirely  deductible.  Other- 
wise, the  taxpayer  is  getting  two  de- 
ductions for  one  expenditure. 

But  Rostenskowki  has  pointedh' 
said  that  his  bill  won't  stretch  out 
deductions  for  advertising  expenses, 
although  some  speculate  that  if  his  bill 
takes  too  much  heat,  that  could 
change. 

The  IRS  is  happy — the  Treasun'  en- 
dorsed the  bill  soon  after  it  came 
out — but  not  e\er\one  else  is.  For 
Rostenkow  ski's  bill  would  also  create 
a  large  number  of  losers. 

F^specially  upset  are  industries  with 
well-established  short-lived  intangi- 
bles. Chief  among  these  are  soft\vare 
firms,  which  worr>-  about  the  bill  on 
rv\o  counts.  First,  the  bill  lengthens, 
to  14  years,  the  3-ti>-5-year  useftil  life 
that  software  firms  have  been  allowed 
to  assign  most  intangibles.  Second, 
they  worr\-  that  all  their  customers 
might  ha\e  to  deduct  software  pur- 
chases o\er  14  years.  C\>mplains  Men- 
tor's laylor:  "  f here  isn't  a  bit  of 
software  existing  toda>'  that  will  ha\  c 
market  \alue  in  14  years." 

1  he  nu>st  aggrieved  companies  arc 
those  that  have  renewable  govern- 
ment franchises  like  broadcasting  and 
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The  CompanyThat  SetThe  Standards  For 
Midsize  Jets  Just  Raised  Them.  Agsin. 


At  Cessna,  we've  never  been 
content  to  leave  well  enough  alone. 

We're  constantly  looking  for  ways 
to  refine  our  aircraft.  To  boost  overall 
performance.  To  extend  reliability.  Or 
to  enhance  the  safety  of  operation. 

But  product  improvement  is  a  tall 
order  when  the  product  is  as  remark- 
able as  the  Citation  III. 

When  it  was  introduced,  the 
Citation  III  set  entirely  new  standards 
for  midsize  business  jets.  In  aerodynamic 
design.  In  performance.  In  efficiency.  In 
conifort.  And  in  worldwide  acceptance. 

So  far,  more  than  200  Citation  Ills 
have  been  sold.  Logging  over  200  mil- 
lion miles  of  flying,  in  every  conceivable 


kind  of  service  throughout  the  world. 

But  Cessna  has  found  a  way  to 
make  the  best  even  better.  And  it's  the 
Citation  VII. 

Equipped  with  Garrett  TFE73I-4 
engines  developed  specifically  for  this 
aiHrame,  the  VII  is  even  more  powerful 
than  the  III.  It  cruises  at  550  mph.  And 
climbs  direct  to  43,000  feet. 

That  added  power  also  allows  the 
VII  to  take  off  from  high  altitudes 
on  hot  days  with  excellent  payload/ 
range  capabilities. 

The  Citation  VII  earns  high  marks 
in  reliability,  too.  Powerplant  inspection 
intervals  are  extended  by  50  percent, 
compared  to  earlier  midsize  Citations. 


Finally,  the  new  Citation  VII  is 
loaded  with  features  normally  found 
only  on  jets  costing  millions  more.  Like 
the  electrically  heated  windshield.  The 
digital  avionics  package.  The  externally 
serviceable  lavatory  option.  And  the 
superbly  appointed  executive  cabin 
with  its  stand-up  aisle. 

For  more  information  on  today's 
most  outstanding  midsize  jet,  write  to 
Roy  H.  Norris,  Sr.  Vice  President  of 
Marketing,  Cessna  Aircraft  Company, 
P.O.  Box  7706,  Wichita,  KS  67277. 
Or  call  I-800-4-CESSNA.       ^p. 

CitationVn  ^ 

a  General  Dynamics 
company 


cable  licenses,  garbage  contracts,  or 
landing  and  grazing  rights.  Rosten- 
kowski  would  give  no  deduction  at 
all — zero — for  amortizing  these  as- 
sets. The  theory  is  that  because  the 
licenses  are  renewable  they  are  not 
wasting  assets,  and  so  should  not  be 
deductible. 

This  presents  a  nice  irony:  To  get 
any  deductions  at  all  from  an  acquired 
license,  these  firms  could  have  to 
prove  that  a  purchase  premium  is  all 
(amortizable)  goodwill — exactly  the 
opposite  of  what  they  have  been  say- 
ing. (The  IRS  will  switch  sides,  too, 
claiming  that  the  purchase  premium  is 
not  goodwill.) 

Media  investors,  take  note.  Shear- 
son  Lehman  tax  expert  Robert  Wil- 
lens  points  out  that  some  media  com- 
panies will  need  fancy  footwork  to  get 
around  a  tax  court  decision  of  last 
year.  The  decision  held  that  certain 
cable  acquisitions  contam  no  good- 
will at  all.  That  was  very  favorable  to 
acquisitive  cable  companies  at  the 
time  because  it  allowed  them  to  classi- 
fy their  franchise  agreements  as  (de- 
ductible) intangible  assets.  But  if  in- 
tangibles based  on  such  licenses  are 
no  longer  deductible,  the  court  deci- 
sion may  be  used  by  the  iRS  to  keep 
the  companies  from  reclassifying  their 
licenses  as  (deductible)  goodwill. 

Also  hit  by  the  bill  are  businesses 
that  get  deductions  from  acquisitions 
by  using  noncompete  clauses  and 
continued  employment  contracts. 
These  arc  common,  especially  among 
smaller  businesses,  and  often  have 
been  held  to  have  usefijl  lives  of  3  to  7 
years.  The  new  bill  will  at  least  halve 
these  deductions,  by  stretching  the 
assets'  lives  to  the  standard  14  years. 

What  about  a  freestanding  asset  like 
a  5 -year  coal-supply  contract  or  a 
baseball  player's  3-year  contract?  De- 
tails aren't  clear,  but  payments  for  the 
services  might  be  deductible  over  the 
actual  period  of  a  contract,  while  any 
premium  paid  to  acquire  the  contract 
(say,  a  signing  bonus  to  the  ball- 
player) could  have  a  14-ycar  life. 

Rostcnkowski's  bill  (known  as 
H.R.  3035)  stands  an  excellent 
chance  of  passing.  But  whatever  hap 
pens,  one  thing  is  clear:  You  can  have 
a  simple  tax  law,  or  you  can  ha\c  a  fair 
tax  law;  but  business  life  is  so  complex 
that  you  cannot  have  a  tax  law  that's 
both  simple  and  fair.  -L.S.  WM 


Today's  Pep  Boys  bears  little 
resemblance  to  the  auto-supply  chain 
Manny,  Moe  and  Jack  left  behind. 

''Retail  is  detail" 


By  Seth  Lubove 

Nothing  lasts  forever.  Not  even 
Manny,  Moe  and  Jack — those  campy, 
slick-haired  caricatures  that  have  been 
the  corporate  alter  ego  of  auto-parts 
and  service  retailer  Pep  Boys  almost 
since  the  company  was  founded  70 
years  ago.  The  "boys,"  as  they're 
called  around  the  head  office,  are 
being  phased  out  of  Pep  Boys'  adver- 
tising, catalogs  and  other  promotion- 
al material.  "It's  an  attempt  to  portray 
ourselves  as  more  modern,"  says 
Mitchell  Leibovitz,  46,  a  wiry  former 
accountant  who  transformed  a  sleepy, 
family-dominated  firm  into  an  ag- 
gressive $1  billion  (expected  fiscal 
1991  sales)  national  merchant. 

The  real-life  boys — Manny  Rosen- 
feld,  Moe  Strauss  and  W.  Graham 
Jackson — started  the  business  in 
1921  with  a  single  Philadelphia  auto- 
parts  store.  Despite  the  smiles  on  the 
caricatures,  the  boys  didn't  stay  part- 


ners for  long.  Jack  left  the  first  ye; 
and  was  replaced  by  Izzy  Strauss 
Moe's  brother.  Then  Izzy  left  to  star| 
Strauss  Auto  Stores  in  New  York 
With  the  Strauss  and  Rosenfeld  fam 
ilies  in  control  now,  they  opened  thi 
first  West  Coast  store  in  Los  Angelej] 
in  1933.  The  company  then  wen 
public  in  1946. 

By  the  time  Moe  Strauss  died  i 
1982,  Pep  Eoys  had  112  stores.  But  it 
was  a  somewhat  schizophrenic  opera- 
tion. The  West  and  East  Coast  opera- 
tions had  duplicate  head  office  starts 
and  were  never  really  in  sync.  In  Cali- 
fornia, for  example,  cutthroat  compe- 
tition forced  Pep  Boys  to  expand  the 
size  of  the  stores  and  oft'er  more  auto 
accessories,  such  as  seat  covers  and 
floor  mats.  East  Coast  stores,  by  con- 
trast, focused  more  on  service. 

In  1978  Ben  Strauss,  Moe's  son 
and  the  company's  current  chairman, 


Philadelphia  Pep  Boys  storefront,  circd  1932 
Birthplace  of  a  $1  billion  auto  parts  chain. 
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fvery 

Freddie  Mac 

security  represents 

a  cross  section 

of  America. 


V_yne  oi  the  main  reasons  Freddie  Mac 
securities  are  so  attractive  to  investors  is  that 
those  securities  are  made  up  of  a  diverse  group 
of  mortgages  from  all  parts  of  the  country, 
representing  a  varied  pool  of  homeowners. 

This  diversity  is,  in  part,  what 
makes  Freddie  Mac  securities  such  low-risk 
investments. 

Minimizing  risk  has  been  a  Freddie  Mac 
standard  from  the  start.  Over  the  past  20 years, 
Freddie  Mac  has  become  known  as  the  risk 
management  expert,  by  purchasing  only  quality 
loans  from  quality  customers— and  by 
securitizing  nearly  every  one  ot  those  loans. 


It's  this  sort  of  smart  financial 
management  that  has  given  Freddie  Mac 
a  record  of  over  80  straight  quarters 
of  profitability. 

This  fmancial  strength  has  enabled 
Freddie  Mac  to  fulfill  its  original  goal: 
making  homeow^nership  possible  by 

moving  capital  into  the  housing  market. 

Throughout  the  country,  in  good  times  and 

bad,  Freddie  Mac  has  helped  finance  more 

than  8  million  American  homes. 

It's  a  commitment  that  holds  great 

promise  for  future  generations. 

AMERICAN  HOMES 


THE  IDEA  BEHIND  ONE  IN  EIGHT 


Freddie  Mac 


STEADY 
FREDDIE 


SM 


Pep  Boys 


Mitchell  Leibovitz  and  the  Pep  Boys 
Creating  a  Home  Depot  in  auto  parts. 


hired  Leibovitz,  then  just  33,  as  con- 
troller of  the  East  Coast  division.  In 
1986  Leibovitz  was  named  president. 
With  the  blessing  of  the  Strauss  and 
Rosenfeld  families  (which  together 
control  20%  of  Pep  Boys  stock),  Lei- 
bovitz set  out  to  accomplish  with  auto 
parts  what  Home  Depot's  Bernard 
Marcus  had  done  with  home-repair 
supplies:  create  a  chain  of  enormous 
retail  warehouses  with  extensive  in- 
ventories of  discounted  items  aimed 
at  the  do-it-yourself  market.  "I  con- 
sider myself  a  student  and  Bernie 
Marcus  a  teacher,"  says  Leibovitz, 
who  has  two  framed  letters  from  Mar- 
cus hanging  on  his  office  wall. 

Leibovitz  knew  that  with  the  auto- 
parts  business  heating  up,  he\l  have 
to  stock  as  much  inventor)'  as  possi- 
ble— as  many  as  18,000  different 
items  per  store,  up  from  9,000.  He 
eliminated  extraneous  items  like  bicy- 
cles, even  though  they  accounted  for 


some  $20  million  in  annual  sales.  This 
freed  up  capital  for  more  car-oriented 
items — Raybestos  brakes,  for  exam- 
ple, and  Monroe  shocks — but  it  did 
something  else  even  more  important. 
Explains  Leibovitz: 

"You  have  to  do  a  self-portrait  and 
understand  how  your  new  customer 
will  perceive  the  company.  Will  they 
understand  from  day  one  what  we 
want  them  to?  Or  will  they  be  con- 
fused when  they  walk  into  a  store  and 
see  bikes.^  We  had  to  decide  w ho  we 
wanted  to  compete  with.  I  don't  see 
tires  or  batteries  being  sold  in  Toys 
"■R"  Us, so  I  can't  understand  w  hy  we 
should  earn,'  bikes." 

As  Pep  Boys'  product  lines  grew  ,  si> 
did  inxentoiy — to  $235  million 
worth  as  of  last  Hebruar\',  four  times 
the  amount  in  1986.  To  keep  the 
goods  turning  tner,  Leilxnit/  added 
new  point -of  sale  computerized  in 
ventorv'  contrt)l  svstems,  at  a  cost  i>f 


around  SIO  million.  By  monitorinj 
daily  sales  of  items  from  each  store 
Leibovitz  can  tailor  his  inventorv'  to] 
particular  local  market,  while  settin| 
prices  from  the  home  office.  Wherea 
a  store  located  in  a  rural  area  woul^ 
carrv'  more  pickup-truck  parts,  fc 
instance,  another  store  near  a  collegJ 
town  might  carr\'  more  foreign  auto| 
mobile  parts. 

"I  believe  retail  is  detail,"  says  Lcil 
bovitz,  noting  with  satisfaction  thai 
this  year's  inventor}'  should  be  th«j 
same  or  less  than  last  year's.  "When 
think  back  about  not  having  thest| 
systems  it  frightens  me  to  think  \v< 
could  operate." 

In  yet  another  blow  to  the  nation'J 
mass-market  newspapers.  Pep  Boys  i<l 
gradually  pulling  the  full-page  ads  '\i 
used  to  run  in  local  sports  sections] 
Instead,  the  company  is  turning  tc 
television  and  multiple-page  catalogsj 
sent  directh  to  consumers  or  insertedS 
in  newspapers,  that  allow  it  to  illus- 
trate the  expanded  merchandise — an- 
other trick  Leibo\itz  learned  from 
Home  Depot's  Marcus. 

Pep  Boys  now  has  326  locations  in 
18  states.  It  also  has  quite  a  bit  of  debt 
(45%  of  total  capital)  but  rising  cash 
flow.  While  earnings  ha\e  taken  an 
expected  hit  from  all  the  expansion — 
down  1 7.8%  for  the  first  half,  to  S 1 8.5 
million — sales  have  more  than  dou- 
bled in  the  last  five  years,  to  the  SI 
billion  expected  for  the  fiscal  year 
ending  next  Februar\'. 

Wall  Street  has  warmly  applauded 
Leiboxitz's  progress.  The  company's 
market  value  has  jumped  from  S556 
million  at  the  end  of  1990  to  a  recent 
$1  billion.  Pep  Boys  stock,  recently 
18y4,  trades  for  over  30  times  the  60 
cents  a  share  Pep  Boys  earned  in  the 
trailing  12  nK)nths.  But  if  analysts' 
forecasts  for  fiscal  1991  (ending  Feb- 
ruary 1992)  of  earnings  of  72  cents  a 
share  pan  out,  the  stiK'k  is  priced  at 
about  half  of  Home  Depot's  50  mar- 
ket multiple.  The  company  got  off  to 
a  giH)d  fiscal  second  half  with  an 
increa.se  of  8.5%  in  s»ime  store  sales  in 
August.  This  was  an  imponant  num- 
ber as  August  1990  w  as  Pep  Boys'  last 
strong  month  befi>rc  the  recession  hit 
the  chain. 

Images  t)f  Mann\ ,  NUk  And  jack 
might  not  be  as  prt>minent  around 
Pep  Boys  these  dass,  but  their  legacy 
is  firmlv  intact. 
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PENTHOUSE  IS  A  GENtRAL  UttOW  PUBllMTIWt 


1 


THE  BEDROOM  ISTfT  THE  OHLY 

CHRHBERTHKT  PEHTHOUSE  (Hl/ES 

YOU  RN INTIHKTE  lOOK  HT. 


When  a  condemned  man  in  Florida  State 
Prison  has  a  date  with  "01'  Sparky,"  officials 
choreograph  the  event  with  military  precision. 

At  dawn,  the  last  meal.  At  6:30.  shaved 
head.  At  6:50  last  walk  and  so  on  until  elec- 
trodes and  power  lines,  straps  and  leather 
mask  are  in  place  for  the  throwing  of  the 
switch  at  7  o'clock  sharp. 

In  a  recent  exclusive  story,  Penthouse 
revealed  that  nobody  knows  exactly  how  much 
it  takes  to  kill  a  human  being  with  electricity, 
but  what's  used  is  always  sufficient:  an  auto- 
matic cycle  from  2000  volts  and  5  amps  to 

leslie  Rifkjn  Penthouse  Readers  per  Copy  study  Pub. 
Statement  6  mos  ending  June  1989 
Smitl\,'GreenUod.  Inc 


500  volts  and  15  amps  for  a  full  two  minutes. 

When  the  circuit  breakers  of  the  prison 
connect,  there's  no  fizzing,  buzzing  or  flashy 
finale  for  the  benefit  of  the  witnesses.  Just  a 
mechanical  clunk.  And  a  life  has  been  ended. 

Whether  you  think  the  death  penalty 
deters  crime  or  makes  killers  of  us  too, 
Penthouse  believes  it's  important  to  know 
the  harsh  truths  behind  it. 

In  fact,  that's  the  Penthouse  philosophy 
on  every  seri- 
ous issue,  from 


PE^f^HOUSE 


nuclear  power  to  surrogate  motherhood. 

Over  the  years,  stories  that  others  shy 
away  from  have  earned  Penthouse  ma)or  jour 
nalistic  awards.  Not  to  mention  16 1  million 
readers  per  issue.* 

Also,  first  place  in  newsstand  sales  over 
all  other  men's  magazines.  Starch  ad  scores 
higher  than  those  of  Playboy,  Esquire,  Sports 
Illustrated,  Field  &  Stream  and  Time.  And 
a  174%  ad  page  increase  over  the  last  year. 

Those  are 
strong  signs 
of  life. 


the  safety  of 

HHERE  HOTHIHC  IS  MORE  HRKEDTHRH  THE  TRUTH 


I 


THE  LARGER  CONTEXT 


Events  in  Russia  give  the  word  "realism"  a  new  meaning 
in  international  affairs.  Not  every  Western  statesman  has 
grasped  the  new  meaning. 

The  invisible 
filament 


BY  MICHAEL  NOUAK 


Michael  Novak  holds  the 
George  Frederick  Jewett  chair  in  religion  and 
public  policy  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


The  greatest  Russian  novelist,  Fyo- 
dor  Dostoyevsky,  wrote  that  an  invisi- 
ble filament  of  charity  girds  this  planet 
and  passes  along  its  impulses  with  the 
speed  of  light.  A  person  who  receives  a 
smile  of  generosity  smiles  in  turn  at 
someone  else,  he  wrote,  and  thus  in 
seconds  a  smile  circles  the  earth.  Lib- 
erty, too,  travels  fast. 

Fanciftil?  We  ourselves  have  now 
seen  that  smiles  do  move  with  the 
speed  of  light — and  so  do  human 
hope  and  aspiration  and  the  urge  for 
freedom.  With  modern  technology', 
the  world  watched  breathlessly  as  the 
60-hour  coup  of  Aug.  19  began — and 
collapsed.  The  outside  public  cared 


about  what  they  saw  and  the  peopli 
who  faced  the  tanks  knew  they  cared 
That  caring  made  a  big  difference 
Many  Communists  couldn't  bear  t( 
participate  in  another  Tiananmci 
Square,  which  they  themselves  hac 
watched  on  television. 

Two  things  came  clear.  First,  glas 
nost  had  ob\'iously  worked  a  pro 
found  change  in  the  hearts  and  mindil 
of  the  Soviet  peoples  in  five  short  J 
years.  People  lost  their  fear.  They  fell 
new  obligations  to  themselves.  The\ 
had  discovered  in  themselves  a  certair. 
dignity,  a  sense  of  relying  on  no  one 
else — which  is  what  is  meant  by  "the. 
taste  of  liberty."  As  they  would  not. 
have  done  five  years  ago,  officers  and; 
men  in  the  kgb  and  army  thought: 
twice  before  following  orders.  When 
soldiers  won't  use  them,  the  most 
fearsome  weapons  in  the  world  may  asr 
well  sprout  flowers.  Many  soldiers 
chose  to  defend  Parliament;  so  did 
workers   at   the   nearby   Likhatchev 
auto  plant,  who  sent  delegates  to  man 
the  barricades. 

Second,  in  the  last  few  years  new 
technologies  have  come  to  trouble 
tN'rants.  Ten  years  ago  Poland's  Gen- 
eral Jaruzelski  easilv  shut  the  world  off" 
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rom  Solidarin';  in  1956  in  Hungary 
d  1968  in  Prague,  the  kgb  and  Red 
my  never  flinched.  What  was  differ- 
nt  this  time,  besides  glasnost,  was 
echnology.  Satellites,  hand- held 
inicams,  fax  machines  and  long- 
istance  computer  hookups  made  it 
,irtually  impossible  to  put  an  iron 
urtain  around  Moscow.  Telephone 
essages  bounced  off  satellites,  pic- 
res  appeared  on  television  screens  in 
cal  time,  fax  messages  flew  across 
ontinents  and  oceans.  The  world 
tayed  in  touch. 
Some  years  ago  in  a  pamphlet  on 
uman  rights  (published  by  Freedom 
ouse,  48  E.  21st  St.,  New  York, 
:.Y.  10010),  I  wrote  that  "realism" 
must  now  have  a  new  meaning.  The 
realists  used  to  count  up  only  divi- 
sions, weapons  and  secret  agents. 
Now  they  must  take  account  of  new 
technologies  that  are  making  the  hu- 
man spirit  one — giving  the  whole  so- 
cial bcxiy,  as  it  were,  one  nervous 
system.  Individuals  in  once  remote 
places  gain  courage  from  others  who 
already  cherish  liberty'  and  self-gov- 
ernment. (After  the  U.S.S.R.,  are 
Cuba  and  China  next?) 
So  communism  collapsed  under  as- 


sault from  the  newly  liberated  human 
spirit,  allied  with  new  technolog\'. 
Hand-held  cameras,  faxes  and  satel- 
lites heighten  the  spiritual  dimensions 
of  life,  pierce  matter  itself  with  the 
impulses  and  messages  of  mind.  This 
technological  revolution  flows  from 
the  spirit  of  invention  and  creati\it\' 
that  is  the  heart  and  soul  (the  caput) 
of  capitalism. 

Thus,  the  triumph  of  capitalism 
over  socialism  occurred  at  a  quite 
profound  level.  Capitalism  produced 
the  goods  and  technology,  vastly  im- 
proving the  life  chances  of  workers 
and  the  poor,  while  socialism  did  not. 
At  the  same  time,  this  technology 
opened  new  frontiers  for  the  human 
spirit  and  engendered  solidaritv'  in 
libertv'. 

August  1991  has  significance  far 
deeper,  therefore,  than  the  collapse  of 
the  Soviet<]ommunist  Partv',  immea- 
surable gift  as  that  may  be  for  the 
human  race.  It  signifies  that — thanks 
to  technologv' — ordinarv'  people  are 
becoming  av\  are  of  their  own  power 
of  consent  and  responsibilitv'.  These 
events  mean  the  end  of  American 
exceptionalism.  No  longer  can  people 
say  that  American-style  democracy  is 


only  for  Americans.  More  and  more 
peoples  of  the  v\orld  are  novs  also 
saving,  "We  hold  these  truths  to  be 
self  evident.  .  .  ."  In  their  own  inner 
natures,  they  find  a  force  more  pow  er- 
fij]  than  arms.  They  are  far  ahead  of 
many  leaders  of  the  world,  the  "old 
realists." 

In  the  brief  crisis  produced  by  the 
coup  French  President  Francois  Mit- 
terrand showed  himself  to  be  a  realist 
of  the  old,  outmoded  school.  He 
waited  for  the  outcome  before  declar- 
ing himself  against  the  coup.  After  a 
short,  fiTJStrating  interval.  President 
Bush  showed  that  he  grasped  the 
"new  realism"  when  he  declared  the 
coup  illegal  and  aligned  the  U.S.  vvith 
Yeltsin  and  Gorbachev. 

Margaret  Thatcher  got  it  right 
more  quickly  than  anyone.  Hearing  of 
the  coup  in  Moscow  the  night  before, 
she  said  instinctively  on  Monday, 
Aug.  19,  that  the  coup  would  fail.  She 
believed  that  the  Soviet  "masses"  had 
become  a  "people,"  that  is,  self-orga- 
nized individuals  who  felt  responsible 
for  their  ovvti  destiny.  She  saw  mstant- 
ly  the  power  of  the  new  realism,  one 
based  on  moral  force,  not  force  of 
arms  alone.  Hi 


You  invest  to  help  make  tomorrow  better 
than  today. 

That's  the  real  bottom  line. 

For  years,  families  seeking  to  turn  their 
dreams  into  reality,  have  looked  to  a  name 
they  know  and  trust. 

Kemper. 

Ask  your  financial  representative  about 
the  investment  products  of  Kemper 
Financial  Services. 

•  Kemper  Money  Market  Fund 

•  Kemper  Mutual  Funds 

•  Kemper  Tax'Advantaged  Insurance 

For  more  complete  information  about  these 
investment  products  including  charges  and  expenses 
obtain  prospectuses  b>-  calling  1-800-621-1048. 
Read  them  carefully  before  you  invest  or  send 
money.  Insurance  products  issued  by  Kemper 
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A  concern  for  your  future 


ON  THE  DOCKET 


Are  bankruptcy  rules  too  lenient  for  debtors? 
Real  estate  lenders  have  cause  to  think  so. 

Sweetheart  deals 
for  deadbeats 


By  James  Lyons 

Retired  dentist  Charles  Mayer  has 
learned  that  getting  money  from  a 
Chapter  1 1  debtor  is  about  as  easy  as 
pulling  teeth. 

Mayer  and  six  other  dentists  are 
partners  in  a  venture  that  owns  a  40- 
unit  apartment  building  in  Albuquer- 
que, N.M.  Back  in  1983  Mayer's 
group  sold  the  building  to  another 
investment  partnership.  The  terms  of 
the  deal  called  for  the  new  investors  to 
pay  Mayer's  group  at  least  $4,427 
every  month. 

New  Mexico  has  not  been  immune 
to  the  real  estate  recession.  In  late 
1989  the  new  investors  started  to 
default  on  their  payments,  forcing 
Mayer  to  ask  a  New  Mexico  state 
judge  to  appoint  a  receiver  to  take 
control  of  the  property.  But  just  hours 
before  Mayer's  lawyer  was  supposed 
to  show  up  in  court  for  a  hearing  to 
appoint  the  receiver,  she  was  stopped 
dead  in  her  tracks.  The  debtors  had 
filed  for  Chapter  11,  freezing  all  ac- 
tions against  them. 

Now  a  receiver  could  not  be  ap- 
pointed to  manage  the  building.  Nor 
could  it  be  sold  without  approval 
from  the  bankruptcy  judge.  Yet 
Mayer's  group  was  still  responsible 
for  paying  each  month  for  the  buil- 
ding's first  mortgage — and  the  newly 
bankrupt  debtor  kept  all  of  the  rental 
income  that  was  coming  in. 

Real  estate  lenders  claim  this  hap- 
pens all  too  often.  The  Mortgage 
Bankers  Association  of  America  esti- 
mates that  bcrsveen  1985  and  1990 
real  estate  lenders  lost  $1.7  billion 
due  to  delays  caused  by  (Miapter  1 1 
filings. 

Mayer  did  not  suffer  in  silence.  He 
complained  to  his  congressman,  u  ho 
listened.  This  summer  Represcntati\  c 
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Steven  Schift'(R-N.M.)  introduced  a 
bill  to  correct  the  problems  caused  by 
deadbeat  real  estate  owners  who  use 
bankruptcy  laws  to  evade  foreclosure. 

Backers  of  SchifPs  bill,  which  in- 
clude the  American  Council  of  Life 
Insurance,  take  pains  to  point  out  that 
the  bill  would  apply  only  to  single- 
asset  real  estate  projects.  Thus  a  man- 
ufacturer who  defaults  on  his  mort- 
gage would  be  spared.  But  a  partner 
ship  that  owns  only  one  office 
building  would  not. 

The  biggest  problem  for  real  estate 
lende*^  is  that  the  odds  of  a  bankrupt 
cy  resulting  in  a  viable  reorganization 
plan  are  abysmally  low.  In  fact,  a 
sur\'ey  of  all  Chapter  1 1  filings  shows 
that  only  17%  result  in  court-ap- 
proved reorganization  plans. 

SchilFs  bill  \\t)uld  require  a  debtor 
to  file  a  realistic  reorganization  plan 


within  90  days  of  filing  for  Chaptej 
1 1 ,  or  recommence  interest  paymenti 
to  the  lender.  As  it  stands  now,  debt| 
ors  under  Chapter  1 1  ha\e  the  righi 
to  file  a  reorganization  plan  withiij 
120  days  of  filing,  but  that  deadline  i^ 
frequently  extended  at  the  debtor'?| 
request. 

In  Mayer's  case,  the  debtor  nevcrl 
bothered  to  file  a  reorganization  plan , 
More    than    five    months    aft:er   thc| 
Chapter  1 1  filing,  a  trustee  was  ap 
pointed  to  manage  the  building. 

With  little  prospect  of  a  successftil| 
reorganization,  a  debtor  has  no  in- 
centive to  keep  up  a  property.  The! 
diminished  value  of  their  assets  is  partj 
of  the  pitch  the  mortgage  bankers  andl 
life  insurers  are  making  in  support  ofl 
SchiflTs  bill.  The  ensuing  disrepairj 
obviously  affects  tenants  as  well. 

Two  other  provisions  of  SchifTs  bill  I 
would  allow  creditors  to  at  least  get] 
some  immediate  relief  A  Chapter  1 1 
filing  stays  lenders  trom  foreclosing! 
on  a  propeny.  Under  SchiflTs  bill,  the  j 
foreclosure  actions,  which  usually  are  i 
in  state  courts,  could  proceed  during  j 
the  bankruptcy,  up  to  the  point  of  a 
sale.  In  other  words,  all  the  paperwork  i 
could  be  completed  and  the  property  i 
would  be  sold  without  delay  as  soon 
as  a  reorganization  plan  was  executed. 

Bankruptcy  also  prevents  lenders 
from  sharing  in  the  rental  income 
from  a  property,  even  though  many 
loan  agreements  call  for  lenders  to 
share  in  the  rent  if  the  borrower  de- 
faults. Schift^s  bill  would  recognize 
such  deals  as  "cash  collateral"  and 
prevent  the  debtor  ft-om  just  ptxket- 
ing  the  rent  during  a  Chapter  1 1 . 

The  likelihocxl  that  SchitTs  bill  will 
become  law  this  session  of  Congress  is 
low.  A  Senate  subcommittee  is  now 
planning  technical  revisions  in  the 
bankruptcy  cckIc,  and  some  aspects  of 
the  bill  may  be  included.  But  the 
central  thmst  of  the  legislation — set- 
ting a  90  day  deadline  for  a  reorgani- 
zation plan — could  Ix"  fobtxd  off  on  a 
commission  charged  with  stud\ing 
the  entire  bankmptcy  cixie. 

Bankruptcy  provisions  must  strike  a 
balance  bcrv\een  a  debtor's  right  to 
reorganize  M\d  a  crediti^r's  right  to 
collect.  But  as  li>ng  as  the  bankniptc>* 
ctxle  can  be  used  as  a  tix>l  tt)r  stiff- 
arming  lenders,  the  lenders  will  seek 
to  protect  themselves  against  the 
deadbeats'  legal  maneuverings       ^ 

Forbes  ■  September  30,  1991 


i? 


iJi 


World-Renowned  in  the 

Real  Estate  Appraisal 

Profession  for 

Over  50  Years. 

Appraisal  Institute 


With  the  highest  standards  in  the  field  of  real 
estate  appraising,  designated  members  of  the 
Appraisal  Institute  offer  the  most  sought-after 
appraisal  services  available  anywhere. 

Built  on  a  solid  foundation  of  knowledge  and 
ethics,  the  Appraisal  Institute  is  one  of  the 
world's  leading  professional  real  estate  appraisal 
organizations.  The  39,000  Appraisal  Institute 
members  in  six  countries  stretch  around  the  globe 
to  provide  investors  and  homeowners  with 
unparalleled  appraisal  services. 

To  ascertain  the  value  of  your  property,  hire  a 
member  of  the  Appraisal  Institute  who 
can  take  a  long-range  perspective  and  assess 
opportunities  that  may  not  be  clear  to  less 
experienced  appraisers.  The  Appraisal  Institute 
has  members  in  your  area.  Call  toll-free 
1-800-331-7732  or,  in  Illinois,  call  1-312-335-4100 
to  obtain  a  free  copy  of  the  Appraisal  Institute's 
national  Directory  of  Members. 

The  Appraisal  Institute  is  the  result  of  the  unification  of 
the  appraisal  profession's  most  respected  organizations: 
the  American  Institute  of  Real  Estate  Appraisers  and  the 
Society  of  Real  Estate  Appraisers. 
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How  do  you  describe  the  process  by  which  a  client 
picks  an  advertising  agency?  It's  something  like  an 
elaborate,  stylized  mating  dance. 

"YouVe  got  to  be 
perfect,  but  not 
plastic  perfect" 


Last  SPRING  Club  Med  Sales  Inc.,  the 
subsidiary  responsible  for  Club  Med's 
crucial  American  market,  told  its 
longtime  ad  agency,  Ammirati  & 
Puris,  that  it  would  entertain  other 
suitors  for  its  $15  million  account. 
Why?  Ammirati  had  produced  some 
memorable,  punchy  advertising  for 
Club  Med,  including  the  theme  "The 
antidote  for  civilization."  But 
Club  Med's  U.S.  and  Canadi- 
an business  had  stagnated  at 
around  220,000  guests  a  year 
since  1986  (Forbes,  Sept.  4, 
1989).  Management  decided 
its  advertising  needed  a  new 
look.  In  a  few  weeks.  Club 
Med  will  launch  fresh  advertis- 
ing from  its  new  agency,  tbwa, 
the  same  folks  who  do  the  ads 
for  Absolut  vodka  and  Air 
France.  The  new  commercials 
will  be  aimed  at  families  and 
self- improvement  rather  than 
self-indulgence  and  sex.  The 
new  theme:  "Take  home  a 
Club  Med  vacation." 

"Give  your  kids  a  video- 
game, and  it'll  last  a  couple 
years,"  runs  the  script  of  one 
commercial,  as  a  young  girl 
climbs  a  circus  trapeze  at  a 
club.  "Rut  give  your  kids  a 
chance  to  do  something  that 
soars  beyond  their  imagina- 
tion,"— swing,  somersault, 
triumphant  dismount — "and 
they'll  take  home  something 
that  will  last  forever."  Heavy 
on  the  spiritual  uplift,  light  on 
the  hedonism. 
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How  did  Club  Med  choose  its  new 
agency?  Through  the  familiar,  gawky, 
stylized  courtship  dance  called  an  ad- 
vertising agency  review — a  bizarre 
process  different  from  selecting  al- 
most any  other  kind  of  business  part- 
ner or  supplier.  It's  loaded  with  emo- 
tion and  showmanship. 

tbwa's  road  to  the  Club  Med  ac- 


The  winner:  TRWA  films  an  ad  for  its  new  client 
"Take  home  a  Club  Med  vacation." 


count  was  typically  grueling.  It  begaj) 
in  April,  when  Club  Med  Sales  Presi[| 
dent  Michael  Kubin,  advertising  vici'l 
president  Anthony  Salerno,  consul'l 
tant  Robert  Beleson  and  Club  Med' 
marketing  staff  came  up  with  a  list  o 
agencies  they  wanted  to  interview 
based  on  past  work. 

With  $15  million  to  spend.  Glut  I 
Med  is  not  in  the  same  advertising 
league  as,  say,  big-time  car  compa 
nies,  whose  accounts  can  easily  top 
$100  million.  Nor  is  it  considered 
particularly  profitable,  since  a  retail 
operation  like  Club  Med  requires  a  lot 
of  cosdy  caretaking.  Agencies  usually 
make  money  as  a  commission  on  the 
client's  media  spending.  They  love 
accounts  that  require  only  a  few  com- 
mercials that  air  over  and  over  and 
that,  once  packaged,  do  not  require  a 
lot  more  work.  However,  as  a  travel 
advertiser  that  promotes  special  pack- 
ages througii  newspapers.  Club  Med 
requires  constant  attention  to  the  sea- 
sonal ups  and  downs  of  tourism,  rais- 
ing the  cost  of  handling  it. 

But  Club  Med  also  has  what  the  ad 

business    calls    "marquee    value"- 

prestige,   glamour  and   high 

f  xisibility  in  New  York — where 

I   the  judges  at  the  ad  industry's 

all-important  creative  awards 

are  sure  to  see  the  work.  So, 

despite  the  problems  involved, 

it's  an  account  any  ad  agencv' 

would  kill  for. 

Club  Med  winnowed  down 
an  initial  list  of  52  ad  agencies 
to  17,  then  to  9,  then  to  4 
finalists  and  .Ammirati,  which 
was  given  the  chance  to  hold 
on  to  the  account.  Ammirati 
chose  not  to  compete.  Sensi- 
bly so.  When  a  client's  eye 
starts  to  w  ander,  the  marriage 
is  usually  past  saving. 

Smaller  agencies  strove 
mightily  for  a  crack  at  the  ac- 
count. One  day  Michael  Ku- 
bin received  a  box  containing 
only  shreds  of  burnt  paper  and 
videotape.  Scx)n  after,  a  tele- 
gram: "We  tried  to  send  you 
our  reel  but  the  competition 
destroyed  it."  Reels  are  video- 
tapes of  an  agencv's  collected 
television  ads.  The  ashes  and 
telegram  came  from  Cliff 
Freeman  &  Partners,  a  small 
creative    "bK>utique"    that    is 
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Thel  Way  to  Rent  a  Car: 


More  than  just  fast,  Hertz"!  Club  Gold^is  the  best  way  ever  to  rent  a  car. 


When  you  rent  from  Hertz,  you  expect  the  best 
service  in  the  business.  And  you  get  it  with  Hertz  #1 
Club  Gold  membership. 

With  Gold  Service^  there's  no  lines,  no  paperwork, 
nothing  to  slow  you  down.  You  go  straight  from  the 
courtesy  bus  to  our  exclusive  weather-protected  can- 
opy. Your  name  in  lights  directs  you  to  your  car  with 
the  trunk  open  and  everything  ready  to  go.  One  quick 
check  at  the  gate  and  you're  on  your  way. 

For  your  information:  Rate  available  at  partici- 
pating corporate  airport  locations  and  may  be  higher 
in  some  metro  areas.  Blackout  peri(xis  apply  and 
availability  is  limited,  especially  in  peak  periods. 


Advance  reservations  are  required.  Standard  rental 
qualifications  apply  and  cars  must  be  returned  to 
renting  location.  Tiixes  and  optional  items,  such  as 
refueling,  are  extra.  For  reservations  call  your  Travel 
i\gent  or  Hertz  at  1-800-654-3131. 
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Lincoln  or  similar  car 

HP" 


a  day 

Optional  LDW  $13 
a  dav  or  less 


Hert2  rents  Fbrds  and  other  fine  cars. 
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part  of  Saatchi  &  Saatchi.  The  ploy 
got  laughs,  but  Kubin  decided  it 
wanted  a  bigger  agency. 

Then  came  another  surprise. 
Ogilvy  &  Mather,  one  of  the  final 
four,  abruptly  dropped  out,  telling 
Club.  Med  only  that  it  couldn't  spare 
the  manpower  for  the  presentation. 
Kubin  replaced  O&M  with  Messner, 
Vetere,  Berger,  Carey  &  Schmetterer, 
recent  winner  of  the  Volvo  account. 
The  other  finalists  were  tbwa, 
Chiat/Day/Mojo  and  Saatchi. 

The  Messner  agency  seemed 
have  an  advantage  going  in.  It 
affiliated  with  the  French  agency 
that  handles  Club  Med's  adver- 
tising in  Europe.  "In  France, 
choosing  an  agency  is  not  just 
rational,  it's  also  political,"  says 
Serge  Trigano,  chief  executive  of 
parent  company  Club  Med  S.A. 

For  the  final  presentations,  Ku- 
bin called  for  rough  oudines  of 
prospective  commercials,  not  fin- 
ished work.  That  cuts  down  the 
expense  significantly  for  the  ad 
agencies.  Still,  to  snag  an  account 
as  alluring  as  Club  Med,  each 
agency  went  immediately  on  war 
foodng.  All  the  agencies  dis- 
patched teams  to  Club  Meds 
around  the  Caribbean  and  Mexi- 
co to  interview  guests  and  pick  up 
a  feel  for  the  product.  Saatchi,  for  ■ 
example,  told  Kubin  it  mobilized 
some  80  people  and  spent  some 
$350,000  to  prepare  for  the  finals. 
Chiat  reportedly  spent  $250,000. 

All  the  while  rumors  ran  rampant. 
TBWA  is  a  shoo-in  because  it  has  a 
strong  Paris  office;  Kubin's  son  goes 
to  school  with  the  son  of  Michael 
Keeshan  of  Saatchi,  giving  Saatchi  a 
lock.  "It's  a  gut-wrenching,  gossip- 
filled  process,"  says  Kubin. 

Finally,  on  June  12,  came  the  pitch. 
The  pitch  is  a  delicately  choreo- 
graphed performance  by  ten  or  so 
agency  people,  lasting  several  hours. 
It  takes  the  client  through  the  agen- 
cy's marketing  analysis,  its  creative 
solution  to  the  client's  problems,  and 
the  support  services  like  direct  mail 
and  sales  promotion  it  ofVers.  Rut 
most  important,  it  tries  to  establish 
chemistry — the  often  elusive  emo- 
tional rapport  that  will  convince  a 
client  to  adopt  the  agency  as  a  partner 
for  the  indefinite  future.  Or  until  the 
passion  wanes. 


"You  can't  blow  anything.  Every 
nuance,  every  question  the  agency 
answers  is  either  going  to  forward  the 
action  or  hurt  them,"  says  Kubin. 
"You've  got  to  be  perfect,  but  not 
plastic  perfect,  because  then  you  lose 
the  audience.  Human  perfect." 

Saatchi  pitched  first,  hitting  the 
Club  Med  team  with  a  video  of  an 
artichoke  whose  leaves  fall  off  to  re- 
veal a  heart — a  slick  Madison  Avenue 
metaphor  to  warm  up  the  room. 

Each  agency  had  its  own  opening 
gimmick.  Chiat  created  a  Club  Med- 
style   boutique  with  trinkets,  tbwa 


Club  Med's  Michael  Kubin  and  Anthony  Salerno 
"A  gut-wrenching,  gossip-filled  process." 


showed  a  video  of  its  creative  team  at 
the  Club.  "Quite  frankly,  it's  sort  of 
hokey,  but  it's  their  way  of  saying, 
'We  know  your  culture  and  we're  part 
of  your  team,'  "  says  Kubin. 

Like  TBWA,  Saatchi  stressed  the 
emotional  payoff  of  a  Club  Med  vaca- 
tion. The  commercials  were  built 
around  a  series  of  vignettes  of  remem- 
bered moments  by  guests,  closing 
with  the  tag  line,  "You  had  to  be 
there."  It  went  over  big. 

Messner,  Vetere,  Berger,  Carey  & 
Schmetterer,  next  up,  provided  the 
most  incisive  marketing  analysis.  The 
Club  Med  problem,  as  Nlessner  saw  it, 
was  that  the  activities  the  club  was 
known  for  looked  like  regimentation 
for  guests  who  had  never  tried  the 
club.  Thus,  the  group  activities  regu- 
lars adore  are  perceived  as  regimented 
play,  and  staff  members,  or  "G.O.s," 
are  seen  as  camp  counselors. 

Messner's  solution  was  .i  scries  of 
testimonials   that   Messner  called   a 


"bouillabaisse  of  information" — a 
scuba  ad,  for  instance,  featuring  two 
whales  but  no  people.  The  Club  Med 
people  felt  it  was  too  offbeat. 

Chiat/Day/Mojo,  surprisingly, 
self-destructed.  "We  figured  it  was 
Chiat's  account  for  the  taking,"  says 
Kubin,  "but  they  were  like  a  fighter 
who  peaks  too  soon."  Chiat's  team 
recommended  against  a  straight  me- 
dia campaign.  It  suggested  using  teas- 
er spots  with  the  line  "What's  on  the 
tape.'"  to  direct  viewers  to  send  away 
for  videotapes  that  would  give  a  fuller 
picture  of  Club  Med.  But  then  Chiat 
punted  when  asked  for  details  of 
what  it  would  include  on  the 
tape,  or  how  to  test  the  no\'el 
approach. 

"They're  saying,  'You  can't 
build  this  business  with  30-sec- 
ond  commercials'  to  Serge  Tri- 
gano, who  built  this  business 
with  30-second  commercials," 
says  consultant  Robert  Beleson. 
"Both  Mike  Kubin  and  I  consid- 
er Jay  Chiat  to  be  a  genius,  so 
when  he  finished  up,  we  felt  emp- 
ty and  disappointed." 

Now  it  was  tbw'a's  turn.  'T  had 
warned  them,  'If  you  hit  it,  you're 
going  to  get  the  business,  but 
your  chances  of  hitting  it  are  ver>' 
slight,'  "  recalls  Kubin.  But  the 
presentation     went     stunningly 
well.  William  Tragos,  the  agen 
cy's  head,  helped  his  cause  by  speak 
ing   French    to   the    French.    "The 
French  can  be  ver\'  intimidating — 
they  send   back   the  wine   and  we 
don't — but  w  e're  not  afraid  of  them," 
boasts  Tragos. 

TBWA,  the  popular  favorite,  got  the 
account. 

Even  then  the  losers  didn't  quite 
give  up.  Last  month,  w  hile  a  prcxiuc 
tion  crew  of  40  was  filming  Club 
Med's  new  spots  on  the  Bahamian 
island  of  Fleuthera,  Kubin  got  a 
phone  call.  It  w  as  lay  Chiat.  "I  hope," 
he  kidded,  "you've  come  to  youi 
senses."  It  was  a  gcxxl  trN',  but  Club 
Med  was  ct>mmiited. 

As  perhaps  fits  a  Frenchman,  Serge 
Trigano  sees  the  whcMe  advertising 
agency  choosing  and  rejecting  ritual 
in  courtship  terms.  "When  you 
choose  an  advertising  ageno.,"  he 
sighs,  "ever>thing  is  Ixwuiitiil — you 
fall  in  love.  But  w  hen  yi>u  quit,  it  is  not 
so  beautiful."  -I.L.IM 
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HERE  WHEN  IT  COUNTS. 


Oil  spills  are  everybody's  enemy 
That's  why  a  global  oil  giant  has 
engaged  Hull  and  Cargo  Surveyors, 
Inc.,  a  Continental  subsidiary  to 
inspect  its  chartered  tank  barges 
and  help  avoid  spills. 

"We'//  inspect 
some  2,000  vessels 
a  year"  says  prin- 
cipal surveyor 
Stan  Smith.  ''We're 
the  only  nation- 
wide marine  ser- 
vice organization 
with  that  kind  of 
expertise'' 

Offering  a  wealth  of  marine 
inspection  experience  to 
Continental  insureds  and  others, 
experts  like  Stan  carefully  check 
potential  leak  points  such  as 
cargo  piping,  valves  and  machin- 
ery.They  pay  special  attention 
to  pollution-control  equipment 
such  as  containment  booms, 
absorbent  material  and  on-deck 
containment  provisions.  Because 
preventing  spills  on  vessels  is 
much  better  than  cleaning  them 
up  on  the  beach. 

Continental  has  a  lot  of  dedi- 
cated people  like  Stan.  People 
who  are  there  when  it  counts. 
People  who  have  helped  make 
us  a  leading  property/casualty 
insurer  and  a  strong,  solid  com- 
pany They 're  why  for  over  135 
years,  we've  met  our  obligations 
to  our  insureds,  our  employees, 
our  distributors  and  shareholders. 


M- 


<flK^^  Continental 
Insurance. 
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The  black-and-white  world  of  office  computing  is  about 
to  get  more  colorful,  thanks  to  all  kinds  of  color 
computers,  printers  and  software. 

Color  is  coming 


By  Kathleen  K.  Wiegner 

Can  you  n.\me  the  first  movie  pro- 
duced in  color?  Don't  be  embarrassed 
if  the  1932  Disney  cartoon  "Flowers 
and  Trees"  didn't  instantly  spring  to 
mind.  Few  remember  that  this  three- 
color  Technicolor  film  ever  existed, 
but  it  started  a  major  trend. 

Now  color  is  on  the  verge  of  chang- 
ing the  look  of  drear\'  business  docu- 
ments. There's  lots  of  evidence  that 
color  increases  a  document's  effec- 
tixeness  and  boosts  reader  retention 
and  understanding  of  the  material. 
Color  is  the  first  element  people  no- 
tice when  they  look  at  a  page  of 
written  material.  But  until  recenth' 
the  only  way  to  get  color  in  business 
forms,  newsletters,  reports,  manuals 
and  the  like  was  to  send  them  out  to 
an  offset  press,  expensive  and  time- 


consummg. 

Perhaps  70%  of  the  new  computers 
sold  this  year  will  go  out  the  door  with 
a  color  monitor.  But  controlling  the 
color  on  these  screens  was  always  a 
different  stor\'.  You  needed  a  special 
color  graphics  circuit  board,  which 
could  set  you  back  as  much  as 
510,000.  And  until  recently  a  color 
printer  was  hard  to  finci  for  under 
$10,000.  No  wonder  that  although 
graphics  designers  and  art  depart- 
ments use  color,  it  is  still  a  black-and- 
white  world  for  the  rest  of  us. 

But  color  is  getting  more  afford- 
able, thanks  to  a  flood  of  printers 
capable  of  dealing  with  color  that  hit 
the  market  this  year.  No  desktop 
printer  can  match  the  color  accuracy 
anci  high  resolution  of  a  professional 


printing  press,  but  for  corporate  pre 
sentations  a  thermal  wax  transfe 
printer  costing  between  S6,000  anc; 
S 1 0,000,  or  a  color  ink-jet  printer  foi, 
under  S700,  are  perfectly  acceptablti 
(see  sample  images). 

We're  even  on  the  \erge  of  seeing 
color  faxes.  Sharp  recently  announceo 
one  of  these  priced  at  S31,995,  ancii 
NEc;  and  Canon  Inc.  have  exhibited 
comparable  color  fax  machines  at 
trade  shows  in  Japan. 

Basically  there  are  four  different 
printer  technologies  that  produce? 
color.  At  the  top  of  the  line  are  lasen 
printers  like  the  $49,000  Canon  Lasen 
Copier  500  (w  hich  doubles  as  a  colon 
copier).  The  color  laser  process  is 
similar  to  photocopying  but  more 
complex.  A  static  charge  is  applied  to  a 


Siemens'  Linotron  L-300  processor. 
Note  clean  lines  on  curves,  smooth  blend- 
ing of  color  dots.  Price:  $65,000. 


n 


Scitex  Corp.'s  Iris  Smartlet  4012 
high-resolution  color  ink-jet  printer 
Price:  $50,000. 
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hotoreccptive  drum.  Then  a  laser 
,aps  the  charge  away  from  the  area 
|iat  will  not  be  printed.  When  toner  is 
Ipplied  to  the  drum,  it  adheres  to  the 
emaining  charged  areas.  Finally  the 
■nage  is  transferred  electrostatically 
o  paper  and  fused  with  heat  and 
»rcssure.  The  printer  uses  four  sets  of 
Irums,  toners  and  developers,  mak- 
ng  it  bulky  as  well  as  expensive.  But 
he  qualit)'  is  ver\'  close  to  the  original. 
Somewhat  cheaper  and  almost  as 
iood  are  the  subliminal-dye  printers 
rom  companies  like  Du  Pont  Print- 
"''^  ng  &  Publishing,  Eastman  Kodak, 
"**  Mitsubishi  Electronics  America  and 
"^•^i  S^ikon.  These  printers  use  an  ink  rib- 
P^  X)n  with  alternating  bands  of  cyan, 
Tiagenta,  yellow  and  sometimes 
^^1  )lack.  The  printing  is  done  by  a  series 
^^^  )f  pins,  which  are  heated  to  specific 
[•'^  emperatures  and  cause  dots  of  ink 
''"^^  Tom  the  ribbon  to  vaporize  and  dif- 
lise  onto  the  paper.  These  printers, 
,\  hich  are  capable  of  producing  mil- 
ons  of  distinct  colors,  range  in  price 
cm  SI 4,000  for  the  lower-resolu- 
ion  Japanese  models  to  S27,000  for 
the  Du  Pont  machine,  which  can  turn 
out  pages  almost  indistinguishable 
^  i  from  a  photograph. 

Thermal   wax    printers    made    b\' 
companies  like  QMS,  Tektronix,  NEC, 


tw 


Seiko  and  Oce  Graphics  use  a  similar 
technolog\'  but  produce  coarser  im- 
ages. They  are  also  cheaper,  mostly 
running  under  SI 0,000.  These  print- 
ers also  use  heated  pins  to  produce 
different  colors,  only  these  pins  melt 
dots  of  colored  wax,  one  color  at  a 
time.  One  disadvantage  of  this  tech- 
nique is  that  a  three-color  image  has 
to  go  through  the  printer  three  times. ' 

Finally,  there  are  ink-jet  printers, 
which  create  images  by  spraying  fine 
ink  droplets  on  the  page.  Hewlett- 
Packard's  new  DeskVVriter  C  is  a 
black-only  ink-jet  printer  that  con- 
verts to  a  color  printer  by  swapping 
ink  cartridges.  The  DeskVVriter  C  lists 
for  just  SI, 095.  Tektronix  recently 
introduced  a  different  t\pe  of  ink-jet 
printer  dedicated  to  color  that  squirts 
jets  of  wax-based  inks.  Called  the 
Phaser  III  PXi,  it  is  priced  just  under 
SI 0,000  and  produces  larger  and 
more  vibrant  prints. 

Sometimes  a  company  needs  only  a 
splash  of  color  to  highlight  a  piece  of 
information.  This  is  what  Xerox's  new 
4850  highlight  color  laser  printing 
system  was  designed  for.  Using  tech- 
nologN'  called  tri-level  xerography,  the 
printer  applies  black  plus  a  red,  green 
or  blue  toner  at  the  same  time,  so  the 
paper  has  to  go  through  the  printer 


only  once.  Xerox  is  aiming  the 
SI 40,000  printer,  which  prints  50 
pages  a  minute,  at  large  data  centers 
that  turn  out  invoices,  reports,  price 
lists  and  technical  documents.  High- 
lighting certain  bits  of  information, 
like  changes  in  a  price  list,  or  an  old 
balance  due,  draws  the  eye  to  that 
information. 

Most  color  printers  are  slower  than 
conventional  ones.  For  example,  the 
HP  Deskwriter  C  takes  four  to  seven 
minutes  to  print  one  page  in  color, 
depending  on  the  complexit\'  of  the 
image,  versus  two  pages  a  minute  for 
monochrome.  That  compares  with 
under  rsvo  minutes  a  page  for  thermal 
wax  printers. 

There  are  still  technical  problems 
to  be  solved.  Once  you've  created  a 
color  document  on  a  screen,  getting  it 
to  print  out  on  some  of  these  deuces 
can  be  tricky.  Also,  colors  change 
subtly  from  machine  to  machine.  The 
problem  of  reproducing  exacdy  the 
color  you  see  on  your  computer 
screen  on  your  printer  is  still  being 
hashed  out.  Finally,  color  copiers 
need  to  come  down  in  price  so  you 
can  run  off  cheap  multiples. 

But  these  problems  will  get  solved. 
In  the  meantime,  color  documents 
are  getting  cheaper  and  better.       ^M 


Hewlett-Packard  PaintJet 
color  ink-jet  printer. 
Price:  under  $700. 
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Penny  Waters 
Installer/  Repairperson 


As  a  leader  in  telecommunica- 
tions and  the  use  of  fiber  optics, 
Centel  has  succeeded  by  not  only 
discovering  the  power  of  tech- 
ndogy  but  by  remembering  how 


real  communication  happens: 
people  to  people. 
Which  ultimately  means  that 


the  quality  of  your  communica- 
tion depends  on  the  quality  of  the 
people  behind  it.  And  nobody 
in  telephone  or  cellular  makes  that 
connection  better  than  Centel. 


CEITfEL 

WHERE  PEWLE  CONNECT 

TELEPHONE- CELLULAR 

©  1991  Centel  Corporatioa  For  more  information,  please  write  to  Centel  Corporation,  Dept.  A,  8725  Higgins  Road,  Chicago,  IL  60631. 
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i       Mentor  Graphics  was  a  1980s  success  story.  Then  it 
-       discovered  it  was  a  little  slow  to  adapt. 

**We  have  to  change" 


By  Kathleen  K.  Wiegner 

Portland,  Ork.,  home  of  running- 
shoe  maker  Nike,  has  watched  as 
some  of  its  technology  winners,  like 
Tektronix,  Sequent  Computer  and 
Floating  Point  Systems,  stumbled 
during  the  last  decade.  Now  add  to 
that  list  Mentor  Graphics,  the  $435 
million  (1990  revenues)  maker  of 
software  and  systems  for  designers  of 
electronic  products  like  integrated 
circuits,  custom  chips  and  printed  cir- 
cuit boards.  Last  month  Mentor  an- 
nounced plans  to  ax  15%  of  its  2,900 
workers  and  take  "a  significant,  one- 
time writeoff"  in  its  third  quarter. 
Mentor  lost  $14  million  in  the  first 
half  of  1991  on  declining  sales. 

When  Mentor  was  started  in  1981 
by  a  group  from  Tektronix  to  sell 
desktop  computers  for  electronic  de- 
signers at  aerospace,  semiconductor, 
computer  and  telecommunications 
companies,  competition  was  stiff. 
Two  other  electronic  design  compa- 
nies, Daisy  Systems  and  Valid  Logic 
Systems,  both  in  northern  California, 
were  already  in  the  market.  Mentor 
pulled  ahead  by  having  its  computers 
built  by  Apollo  Computer  and  con- 
centrating on  software. 

The  strategy  worked.  Daisy  merged 
with  a  competitor,  then  filed  for 
Chapter  1 1  before  being  acquired  by 
computer  design  giant  Intergraph 
late  last  year.  Valid  is  a  distant  also- 
ran.  Going  into  the  1990s,  the  only 
significant  competition  Mentor  faced 
was  from  Cadence  Design  Systems, 
which  sells  software  only. 

Where  did  Mentor  go  wrong?  In 
failing  to  keep  pace  with  change  in  its 
industry.  It  fumbled  an  important 
product  update,  arriving  late  with  a 
new  version  of  its  software.  At  the 
same  time,  the  workstation  market 
changed,  and  Mentor  had  to  begin 
redesigning  its  software  for  Sun  Mi- 
crosystems' popular  machine.  The  re- 
cession added  to  Mentor's  problems. 

Hqually    important,    Mentor    was 


Mentor's  Bruggere 
UketheoMMa- 
cy'tin    Miractoel 
34th  Street,"  a 
salesman  should  i 
give  the  custom- 
er what  he  war 
even  if  Mentor 
doesn't  sell  it 


isolationist  at  a  time  when  customers 
of  its  $45,000-to-$75,000  products 
were  demanding  open  doors.  Person- 
al computer  users  are  accustomed  to 
buying  their  computers  from  one 
manufacturer  and  their  soft^vare  fi-om 
a  variety  of  suppliers.  But  Mentor  had 
tried  to  keep  its  customers  locked  into 
buying  only  Mentor  software.  "We 
got  a  httle  fat  and  lazy  by  having  the 
umbrella  of  a  closed  system,"  says 
Thomas  Bruggere,  Mentor's  chief  ex- 
ecutive and  cofounder. 

This  one-stop  shopping  worked  in 
the  early  days,  when  engineers  were 
happy  if  a  workstation  automated  a 
few  of  their  tasks,  such  as  designing  an 
integrated  circuit  or  a  printed  circuit 
board.  But  these  days  engineers  want 
everything  from  their  software:  tim- 
ing verification  (which  ensures  that  a 
chip's  internal  clock  doesn't  change 
speed);  behavioral  simulation  (which 
lets  the  computer  figure  out  the  best 
way  to  arrange  transistors  on  a  chip 
based  on  an  engineer's  description  of 
the  chip's  "behavior");  and  other  es- 
oteric stuft'.  MorcoN'er,  customers 
want  the  freedom  to  be  able  to  buy 
the  best  programs  frt)m  different  ven- 
dors and  have  them  all  work  with 
Mentor's  basic  software. 

Somewhat  belatedly,  Raiggere  has 
begun  cooperating  with  companies 
that  make  the  .software  requested  by 


his  customers.  "No  one  vendor  car 
do  it  all,"  says  Bruggere.  "We  can'il 
solve  everybody's  problem."  Mentoil 
will    work    with    Hewlett-Packard! 
which  acquired  former  supplier  Apol- 
lo, with  SDRC  (Forbes,  Jutie  25, 1990}. 
in  computer-aided  mechanical  engi- 
neering, and  with  Interleaf  in  elec-j 
tronic  publishing. 

Bruggere  is  also  shifting  the  com 
pany  more  toward  supplying  solrvv; 
only,  if  that  is  what  customers  want.' 
In  another  new  partnership.  Hew  lett 
Packard   will   ser\ice   the   hardware 
Mentor  sells.  This  should  result  in  aj 
new  Mentor  that  will  get  20%  of  itsi 
sales  ft"om  hard w  are  systems  and  80%1 
from  softA\are.  While  rc\cnucs  will 
not  grow  as  rapidly  as  they  did  in  thc^ 
past,  the  higher  gross  margins  on 
software  should  pay  oft". 

Mentor  stumbled,  but  it  is  still  a 
strong  contender  in  electronic  design. 
The  firm  has  ncarh  twice  the  market 
share  of  its  nearest  competitor — 29% 
to  Cadence's  15%.  By  the  end  of  the 
year  most  of  its  prcxluct  tran.sitions 
will  be  finished.  Bruggere  has  also 
moved  to  widen  the  company's  top 
management  beyond  the  ti>unders. 
"We  need  priKcsses  and  pnvedurcs 
for  making  decisions  rather  than  two 
or  three  people,"  sa\-s  Baiggerc. 
"The  technology  business  is  vcp.  un 
forgiving.  We  have  to  change."      ^M 
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It's  a  whole  new  deal  for  American  business.  Lanier 
gives  you  the  right  to  a  free  replacement  copier  if  you 
decide  your  new  Lanier  copier  is  not  performing  to 
your  satisfaction.  Plus  we  guarantee  it  to  be  up  and 
running  98%  of  the  time.  You're  guaranteed  a  loaner  if 
your  system  is  down  more  than  8  hours.  And  you're 
guaranteed  a  24-hour  toll-free  Hot  Line  for  any 


questions  you  might  have  after-hours.  So  for  more 
productivity  call  1-800-852-2679.  And  get  all  the 
details  on  the  latest  American  document  to  guarantee 
freedom:  The  new  Lanier  Performance  Promise. 


Som«  rMrichoos  opply.  S«e  your  ianm  Copm  R»pf«»«nlohy»  (ot  Wl  dataib 


Name: 


Company: 


Address: 


City: 


State: 


Zip: 


Phone: 


Mail  to  Lanier  Information  Center,  P.O.  Box  785 
Dayton,  Ohio  45401  or  Fax  to:  (5 1 3)  252-9703. 

Please  send  me  free  information  about  Lanier; 
J  Copiers  J  Fax  J  Dictation 
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Hyundai  Electronics  America      Hyundai  Electronics  Europe      Hyundai  Electronics  Southeast  Asia 
v^     1-800-727-6972  011.49-619-6470-14-0  On-65-270-6300 


TAKES  BILLIONS  OF  DOLLARS  TO  BE  SELF-RELIANT.  AS  ONE 


F  THE  TOP  TWENTY  CORPORATIONS  IN  THE  WORLD,  WE  HAVE 


JVESTED  IN  PC,  SEMICONDUCTOR,  AND  RELATED  TECHNOLOGIES 


0  WE  CAN  BETTER  CONTROL  QUALITY  AND  COSTS  ACROSS  THE 


OARD.  THIS  EQUIPS  US  TO  DESIGN,  DEVELOP  AND  DELIVER 


HE  ULTIMATE  HIGH-PERFORMANCE,  HIGH-VALUE  SOLUTIONS 


tECAUSE  OF  OUR  GLOBAL  STRENGTH,  YOU  NO  LONGER  HAVE 


rO  MAKE  THE  CHOICE  BETWEEN  PERFORMANCE  AND  PRICE 
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Intel  lives 
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Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


Nature  abhors  a  profit.  That's  why 
God  invented  competition.  Which 
explains  the  rising  competition 
against  Intel,  one  of  the  most  profit- 
able technolog)'  companies.  Other 
microcircuit  makers  are  copying  its 
bestselling  products;  one  is  suing  for 
supposed  abuse  of  corporate  power, 
seeking  $2  billion.  Customers  are 
banding  together  against  it,  hoping  to 
find  other  suppliers.  Intel's  Japanese 
enemies,  which  are  far  larger  than 
Intel,  are  gaining  strength. 

The  stock  market  thinks  Intel's  best 
years  are  behind  it.  Intel  shares  are  off 
from  their  52 -week  high  by  20%  and, 
at  a  recent  price  of  47V2,  trade  at  a 
price/earnings  ratio  of  13 — a  merely 
average  price  in  the  present  market. 

Is  Intel  finished  as  a  growth  stock? 
Don't  count  on  it.  The  monopoly 
Intel  had  on  supplying  the  micro- 
processor guts  of  personal  computers 
may  have  ended,  but  the  company  is 
making  the  right  moves  to  maintain 
its  dominance. 

When  IBM  entered  the  personal 
computer  business  a  decade  ago,  the 
profit  was  in  the  computer  itself  Rut 
intense  competition  turned  the  per- 
sonal computer  into  something  of  a 
commodity,  rerouting  profits  from 
the  companies  that  make  personal 
computers  to  those  that  supply  its 
microprocessor,  Intel,  or  its  operating 
system,  Microsoft.  Recause  of  its  in 
sistent  refusal  to  grant  other  chip- 
makers  the  once  standard  right  to 
make  its  parts,  Intel  was  for  a  long 


time  the  only  supplier  of  the  hardware 
technology'  at  the  core  of  the  personal 
computer  revolution. 

Now,  however,  a  few  competitors 
have  devised  clones  that  legally  mimic 
the  operation  of  Intel's  microproces- 
sors. The  first  of  these  were  copies  of 
special-purpose  Intel  processors. 
Then  came  clones  of  its  general-pur- 
pose 386  microprocessors.  Next  we'll 
probably  soon  see  versions  of  its  top- 
of-the-line  486. 

The  clones  merely  emphasize  In- 
tel's role  as  the  technology'  pacesetter 
for  the  industry.  It's  not  farfetched  to 
call  Intel  one  of  the  few  real  computer 
companies  in  the  personal  computer 
business,  because  many  of  its  custom- 
ers do  little  more  than  package  stan- 
dard components  around  Intel 
microprocessors. 

In  the  decade  since  IBM  introduced 
its  PC,  based  on  Intel's  8088  micro- 
processor, Intel  sales  have  risen  five- 
fold and  will  reach  more  than  $5 
billion  in  1991.  Earnings  have  grown 
even  faster  and  are  expected  to 
amount  to  $800  million  this  year.  If 
present  trends  continue,  Intel  this 
year  will  pass  Motorola,  becoming 
America's  largest  independent  semi- 
conductor manufacturer. 

Meanwhile,  however,  Intel  is  seek- 
ing customers  in  segments  of  the 
computer  industrx'  that  are  growing 
rapidly  and  profitably.  For  example, 
one  way  that  the  company  is  keeping  a 
step  ahead  of  its  imitators  is  by  design- 
ing special  versions  of  its  micro- 
processors for  use  in  portable  com- 
puters. Recause  portables  use  batter- 
ies, they  need  microprocessors  that 
consume  less  pow  er  than  convention- 
al chips. 

In  addition,  Intel  is  planning  to 
make  full-blown  portable  computers 
for  resale  under  other  brand  names. 
Another  Intel  technology  currently 
under  de\elopmeiu,  known  as  fiash 
memor>',  will  be  an  important  inft)r 
mation  storage  medium  in  portable 
computers. 

Intel  has  entered  the  still-b<H)ming 
workstation  segment  by  designing 
and  making  a  high  performance  desk 


top  computer  for  Digital  Equipmcr 
Corp.  Intel  also  is  working  with  th 
leading  workstation  supplier.  Sun  M; 
crosystems,  to  ensure  that  program 
designed  for  Sun  computers  also  wi 
run  on  Intel-based  computers. 

To  prepare  for  the  coming  era  c 
so-called  client-serser  networks,  ii 
which  groups  of  small  computer 
share  the  work  formerly  done  by  on' 
larger  system,  Intel  is  designing  ncv 
microprocessors  that  will  cooperati 
more  readily. 

Through  advertising,  the  compan' 
is  trx'ing  to  build  name  recognition 
hoping  that  computer  buyers  will  in 
sist  on  PCS  that  contain  genuine  Inte 
parts,  not  imitations.  Another  waj 
Intel  is  foiling  imitators  is  to  hooi' 
customers  on  complex  chips  tha 
bundle  its  386  microprocessor  with 
other  circuits  that  usually  are  sole 
separately. 

Intel  has  tripled  development  ef- 
forts on  a  family  of  microprcxessorj 
that  are  compatible  with  its  386  and 
486.  It  also  is  speeding  up  the  devel- 
opment schedules  for  the  new  chips  to 
accelerate  their  arrixal  in  the  market. 
In  the  middle  of  next  year,  Intel  will 
probably  begin  selling  sample  quanti- 
ties of  a  3-million-transistor  processor- 
know  n  as  the  P5;  that's  about  a  year 
earlier  than  originally  planned.  Two 
years  later,  samples  should  be  avail- 
able for  Intel's  P6,  w hich  will  contain 
5  million  transistors. 

For  the  next  vear,  much  of  Intel's 
profitability'  depends  on  acceptance  ot 
the  486,  which  is  going  w  ell  despite  a 
slow  start.  The  millionth  486  was 
shipped  in  June,  and  the  2  million 
mark  should  be  reached  by  Decem- 
ber. The  rapid  growth  and  higher 
price  le\els  of  the  top-of-the  line  486 
microprocessors — $445  per  chip  in 
quantit\- — seem  to  guarantee  that  it 
will  become  the  leading  cash  genera- 
tor tor  Intel,  probably  by  next  year. 

Ironically,  Intel  has  even  managed 
to  become  a  part  of  the  ven  cixipcra- 
tive  ertbrts  organized  against  it. 
That's  because  all  anti  Intel  machines 
must  be  compatible  with  the  desktop 
computers  that  customers  already 
own,  and  most  of  these  are  based  t>n 
Intel  microprocessors. 

"The  greater  the  comjx'tition,  the 
lesser  the  pn>fit"  may  be  a  univcrs.il 
law ,  but  so  far  Intel  has  managed  to 
beat  the  ixlds.  ^ 
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Introducing  the  NEC  UltraLite'  SX/2Q. 


Desktop  Power 
Yam  may  hart  left  yourdesktcp  on 
your  dak.  But  you  eon  take  ail 
its  power  and  capacity  with 
you.  At  the  heart  ofSEC's  newest 
notebook  is  a  very/ast  20  MHz 
Inter  S86'SX  microprocessor. 


Free  Windows 
Youaiwaysgeta 
WindovsaaU. 
We  include  Windows  in  the 
package.  So  all  the  software 
you  use  on  your  office 
computer,  from  Word  to 
PowerPoint^  you  can  also 
ise  on  your  UltraLite  SX/20. 


Fully  Equipped 
In  addition  to  features  you 
wouldn  't  expect  in  a  notebook 
tnputer,  the  UltraLite  SX/20 
has  aU  the  features  you  would 
trpecL  an  internal  floppy  disk 
drive,  serial,  parallel  and 

VGA  ports,  and  a 
co-processor  sockeL  AU 
in  a  7.51b,  8.6' z  11.5' 
package. 


leXECEdge 


e  most  important 
Ktureofthe  UltraLite 
X/20  is  the  name 

hind  it  (and  on  it).  NEC.  We  inrmted  the  notebook  PC  category.  We  also  invented 
i'' philosophy  that  the  only  feature  of  your  desktop  you  should  hare  to  sacriftee  on 

'road,  is  your  desk.  For  mnrt  infnrmntinn  rail  I-SOO-SEC-IS'FX). 


Brighter  Screen 
You  m  igh  t  forget  you  're 
<m  an  airplane  when 
viewing  the  high  resohdion 
VGA  screen. 

It's  so  bright,  aoduarp,  it 
makes  the  purchase 
of  an  UltraLite  SX/20 
the  ultimate  in  brillianee. 


Desktop  Capacity 
Our  ^0  MB  (or  60  MB)  disk 
drive  lets  you  store  as  much 
atop  a  tray  table  as  your 
desktop  stores  atop  your  desk 
.And  with  2-10  MB  of  RAM, 
th  is  is  one  computer 
yoitr  brain  and  your  lap 
can  agree  on. 


: 


Unlimited  Data 

If  you  want  a  notebook 
computer  with  a  bttiU- 
in  SCSI  port,  you  only 
have  one  choice:  the  UltraLite  SX/20. 
This  unique  feature  allows  you  to 
access  vast  amounts  of  information 
through  link-up  to  a  CD-ROM  reader. 


It  can  turn  a  corner  office 
into  carry-on  baggage. 


Compuiefs  and  Comtnuncations  Mt^^. 


NEC 


I:Tff]j:rH«:l»H!i;[iHiItiV 


EDITED  lY  6ARY  SLUTSKER 


Everybody  suffers  from  stage  fright— not  just 
performing  artists.  Doctors  are  only  now  starting 
to  see  it  as  a  treatable  medical  problem. 

High  anxiety 


By  Toddi  Gutner 

As  THE  performanc;h  approached, 
the  man's  heart  began  to  pound,  his 
voice  quivered,  he  sweated  profusely 
and  he  could  have  sworn  there  were 
butterflies  in  his  stomach.  An  actor's 
nervous  anticipation  of  a  Broadway 
opening  night?  No.  This  is  a  business- 
man. The  manager  of  a  major  Chica- 
go theater  company  was  about  to 


make  a  quarterly  presentation  to  the 
board  of  directors.  He  just  couldn't 
go  on. 

Some  doctors  and  psychiatrists 
claim  stage  fright  such  as  this  man 
suffered  is  a  treatable  disease.  Dr. 
Alice  Brandfonbrener,  an  internist,  is 
director  of  the  Rehabilitation  Insti- 
tute of  Chicago's  medical  program 
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for  performing  artists.  She  treated  th< 
nervous  theater  executive.  Her  client: 
also  include  advertising  executive 
and  members  of  the  Chicago  Sym 
phony  Orchestra. 

We  all  get  stage  fright  sometimes 
Can  we  be  helped.'  If  the  case  is  severe 
maybe.  A  small  percentage  of  the 
population — maybe  5% — get  uncon 
troUable  symptoms  that  make  it  im 
possible  to  go  on  with  a  performance 
sweatv'  hands,  dr\'  throat,  squeak) 
trembling  voice,  shaking  legs.  The 
problems,  a  subcategon,'  of  what  arc 
clinically  known  as  social  phobias, 
have  become  serious  enough  to  sup- 
port the  small  but  growing  specialt\ 
of  performing-arts  medicine,  in  which 
doctors    have    attempted    to    treat 
chronic  sufferers  with  drugs  as  well  as 
psychotherapy. 

The  culprit  in  stage  fright,  of 
course,  is  adrenaline.  Too  little,  and 
the  performer  loses  his  motivation. 
Too  much,  and  on  come  the  symp- 
toms of  performance  anxiet)'.  Adrena- 
line in  the  bloodstream  acts  as  a  stim- 
ulant to  beta-adrenergic  receptors, 
which  are  found  in  the  brain  and 
throughout  the  body.  When  a  mole- 
cule of  adrenaline  latches  on  to  one  of 
these  receptors,  it  causes,  among  oth- 
er things,  the  heart  to  start  beating 
faster  and  the  lungs  to  need  more 
oxygen.  This  anxict\'  feeds  on  itself, 
churning  out  more  adrenaline,  which 
sends  the  body  into  an  endless  cycle  of 
overstimulation. 

One  w  a)'  doctors  have  handled  the 
problem  has  been  with  drugs.  Tradi- 
tional anxictv'  drugs — benz(xiiaze- 
pincs  like  N'alium,  Xanax  and  Ati- 
van— can  be  incffecti\e  because,  in 
addition  to  relaxing  the  patient,  they 
also  can  dull  the  performance  and 
frequently  cause  dependency.  Buspi- 
rone, a  new  nonbenzodia/.epinc  anti- 
anxiety' daig,  is  useless  in  countering 
high  anxictv  levels  in  performers  for 
reasons  that  dcKtors  don't  yet  tlilly 
understand. 

The  best  drug  for  handling  perfor- 
mance anxiet\-  is  propranolol,  nor- 
mallv  used  to  treat  high  blixxf  pres- 
sure and  heart  disease.  Propranolol  is 
a  beta-bUKker — that  is,  it  ftx^Ls  the 
beta  recepttir  binding  site  intt>  think 
ing  the  drug  is  adrenaline.  Proprano- 
lol molecules  crowd  into  the  receptor 
sites,  blocking  adrenaline  from  find 
ing  a  vacant  binding  site  isrr  <thnnnrii 
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Predicting 

potential 

energy 

savings  and 

luaranteeing 

results  in 

writing. 


Johnson  Controls  implements 
new  energy  management 
strategies  for  35  Houston 
Public  Library  buildings  and 
guarantees  31%  cut  in  utility 
bills.  Ubrary  pays  for  project 
from  savings  ($2.5  million 
over  five  years)  and  realizes 
net  positive  cash  flaw 
each  year. 


Anyone  can  promise  to  save  you 
money.  Alliance  Energy  Services 
from  Johnson  Controls  can  tell  you 
how  much  and  guarantee  the 
results  in  writing. 

If  your  building  is  10  years  old  or 
more,  your  savings  could  be  signifi- 
cant. That's  because  your  aging 
energy-consuming  environmental 
systems  —  lighting,  heating,  venti- 
lating and  cooling  —  are  probably 
losing  their  efficiency  and  costing 
you  more  to  maintain. 

The  Increased  efficiency  of  new 
state-of-the-art  systems  from 
Johnson  Controls  can  slash  your 
costs  dramatically. 

The  short  paybacks  and  excellent 
rates  of  return  on  these  projects  are 
often  attractive  enough  to  compete 
favorably  with  your  other  capital 
budgeting  projects. 


If  internal  funds  are  not  available, 
our  Alliance-Energy  Services  can 
provide  financing  tailored  to  your 
needs.  Johnson  Controls  offers  the 
widest  variety  of  lease/purchase 
agreements,  payment  options  and 
guarantees  of  anyone  in  the  business. 

Call  Johnson  Controls  today  at 
1-800-972-8040,  or  write,  Johnson 
Controls,  Systems  and  Services 
Division,  C19,  Milwaukee,  Wl 
53201-0423.  You  may  find  you  can 
save  more  than  you  expected. 


CONTR 
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SCmrC!  &  TECHNOLOfiY 


Adrenaline  in  Itie 
bloodstareani  stiniv- 
iates  bet»«dren- 
efgic  receptors, 
which  make  the 
heart  beat  faster. 


Stress  produces 
excess  adrenaline, 
which  causes  the 
physical  symptoms 
of  performance 
anxiety. 


Beta4ilocfcers 

crowd  into  betiKMl- 

J 

renergic  receptor 

sites,  keeping  out 

adrenaline 

'  ^ 

molecules. 

J 


diajjram). 

The  beauty  of  beta-blockers  is  that 
they  do  not  affect  perception,  quality 
of  thinking  or  coordination,  and  there 
is  no  dependency  problem.  The  most 
widely  prescribed  brand  of  proprano- 
lol is  Inderal,  made  by  Wyeth-Ayerst 
I  laboratories.  Other  beta-blockers 
like  metoprolol  or  timolol  are  some- 
times substituted  when  Inderal  fails. 

Reta  blockers  have  been  approved 
by  the  P(M)d  &  Dmg  Administration 
for  hypertension,  angina,  migraines, 
heart  disease  and  shaky  hands,  but  not 
performance  anxiety.  Yet  prescribing 
these  drugs  for  stage  fright  is  perfectly 
legal,  and  physicians  who  do  so  point 
out  that  the  risk  is  minimal;  that's 


because  the  dosage  taken  for  perfor- 
mance anxiety  is  a  fraction  of  the 
dosage  for  heart  disease  patients.  Be- 
cause beta-blockers  slow  down  the 
heart  rate  and  close  down  air  passages 
in  the  lungs,  they  are  inappropriate  for 
people  who  suffer  from  a  slow  heart 
rate  or  asthma. 

One  popular  alternative  to  drugs  is 
biofeedback  therapy,  which  uses  all 
kinds  of  fancy  medical  equipment  to 
demonstrate  to  a  patient  his  level  of 
stress  by  measuring  his  heart  rate, 
sweating  and  muscle  tension.  Pre 
quently  recommended  treatments  in 
elude  relaxation  techniques  like  deep 
breathing  exercises  and  meditation. 
Says  Dimcan  C^lark,  a  psychiatrist  and 


clinical  psychologist  at  the  Univcrs; 
of  Pittsburgh:  "We  try  to  cut  sht 
the  negative  thinking  and  replace 
with  positive  thoughts." 

Some  performers  swear  by  psych 
therapy  as  a  cure  for  stage 
"When  a  person's  performance  n 
sents  his  identity,  the  stakes  bco 
so  high  that  it  becomes  overwhe! 
every  time  they  perform,"  expl 
Brandfonbrener,  the  Chicago 
internist. 

A  34-year-old  advertising  executi 
often  felt  extreme  anxiety  when 
ing  client  presentations.  He  soi 
the  help  of  Michael  McKee,  a  psyci 
ogist   at    the    Cleveland    Clinic 
turned  out  that  the  patient's  motb 
frequendy  had  criticized  his  father  as 
failure.  The  patient  identified  with  h 
father. 

"The  advertising  executive  woi 
hear  his  mother's  negative,  critK 
voice  in  his  mind  and  wouldn't  t 
able  to  separate  himself  from  it,"  c: 
plains  McKee. 

We  don't  know  whether  this  ai 
man  has  landed  lots  of  new  accoun 
as  a  result  of  psychotherapy,  but  ^ 
do  know  that  some  professional  pa 
formers  think  stage  fnght  is  healthy 
Metropolitan  Opera  soprano  Ann 
Moffb  briefly  experimented  with  Ir 
deral  but  discovered  it  didn't  get  he 
"up  and  ready  to  go."  Moffo  prefei 
to  live  with  her  fears.  "Ever>'  time  i 
walk  out  on  stage,  I  am  really  pctni 
fied,  like  most  performers,"  she  say? 
"I  think  performers  do  best  whc: 
nervous  because  then  they  do  thing 
in  front  of  the  public  they  wouldn'' 
do  otherwise." 

Many     performing     artists,     lik« 
Moffo,  have  lately  been  sh\ing  awa 
from  medication.  "Inderal  is  a  s>Tnp 
torn  mcxiitier,  it  masks  the  source  o 
the  problem,"  says  Elma  Kanefield, 
psychotherapist  at  luilliard,  who  ha 
seen  a  decline  in  its  use  over  the  las 
few  years  among  patients  in  her  pri ' 
vate  pracrice.  "For  musicians,  it  cai 
cause  them  to  distance  themsclvc 
emorionally  from  their  music." 

Oh,  hell.  WTiy  not  just  get  on  youi 
feet  and  risk  making  a  fix>l  of  yourself 
Imagine  you're  talking,  not  to  a  tor 
mal  group,  but  to  a  few  friends  over ; 
drink.  You  might  come  across  as  sc 
natural  that  the  audience  uill  love 
vou.  Cancel  that  prescription,  dixtor 
Forget  aKnit  the  couch.  ■ 
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ommunications:  One  of  the  great  strengths 
of  the  Great  Lakes  region. 


The  Great  Lakes  region  is  home  to  25%  of  America's 

)rtune  500  U.  S.  companies,  is  the  commodities  trading  center 

the  world,  and  has  more  newspapers  and  computer  sites  than 

ly.  other  region  in  the  country.  How  do  more  than  12  million 

sinesses  and  homes  in  this  information-intense  region  keep 

)mmunications  flowing?  By  relying  on  Ameritech. 

The  communications  needs  of  the  Great  Lakes  region  are 

Tiong  the  most  demanding  in  the  country  That's  why  we  always 

J  ay  a  step  ahead,  anticipating  those  needs  and  creating  better 

lays  to  serve  and  satisfy  our  customers.  We  put  the  first  mobile 

iihone  system  in  the  U.S.  into  operation,  we  have  the  largest 

^'i  3ice  messaging  network  in  the  country,  and  we  currently  have 

'P^o  fiber  optic  tests  in  market  for  new  technology  that  will  lead 

"  le  way  in  bringing  the  information  age  to  the  home. 

lii      Solutions  that  work:  We  know  it's  our  commitment 

ijp  successful  innovation  that  has  helped  our  company  reach  $10 

lifillion  in  revenues.  Since  divestiture,  Ameritech  has  led  all  the 

1  ther  regional  Bell  companies  in  recording  the  highest  return  to 

''iquity,  16.3%  last  year.  The  Great  Lakes  region  and  Ameritech 

ontinue  to  thrive  together. 

For  a  copy  of  our  Annual  Report  or  other  information,  call 
meritech  Investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameritech: 

Illinois  Bell 

Indiana  Bell 

Michigan  Bell 

Ohio  Bell 

Wisconsin  Bell 

Ameritech  Audiotex  Services 

Ameritech  Credit 

Ameritech  Development 

Ameritech  Information  Systems 

Ameritech  International 

Ameritech  Mobile  Communications 

Ameritech  Publishing 

Ameritech  Services 

The  Tigon  Corporation 

JsmERiTECH 


'991  Amefilech 
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SCIENCE  &  TECHNOLOGY 


Asbestos  Jr. 


Peter  Huber,  a  senior  fellow  of  the  Manhiattan 
institute,  IS  the  author  of  the  just  published 
Galileo's  Revenge:  Junk  Science  In  the 
Courtroom  (Basic  Books). 

Skin  cancer  is  one  thing;  a  freckle  is 
quite  another.  Getting  a  difference 
like  that  one  straight  is  what  it's  going 
to  take  to  soke  the  asbestos  mess — 
the  mother  of  all  messes  in  our  legal 
system  today. 

It  entangles  a  couple  of  hundred 
thousand  claimants,  dozens  of  lead- 
ing corporations,  almost  every  major 
liability'  insurer  and  reinsurer,  and  an 
army  of  lawyers  far  larger  than  any 
ever  assembled  before  (Forbes,  Feb. 
18).  In  late  July,  after  14  years  and  five 
previous  rulings  the  other  way,  a  panel 
of  federal  judges  finally  agreed  to 
consolidate  pretrial  proceedings  for 
over  26,000  pending  claims  in  a  single 
Philadelphia  courtroom.  Many  more 
cases  have  been  filed  in  state  courts, 
which  are  vying  among  themselves  to 
grab  the  asbestos  dollars  while  they 
last.  Two  new  claims  are  being  filed 
for  each  old  one  that  is  resolved. 

There's  no  dcnxing  that  asbestos 
has  caused  many  devastating  injuries. 
Nonetheless,  the  2-for  1  figure — 
which  accounts  for  the  inexorable, 
buildup  of  unresolved  claims  and  the 
panicky  scramble  for  money — is  as 
much  a  result  of  legal  astigmatism  as 
of  asbestos  itself 

Half  of  all  asbestos  claims  today 
involve  only  "pleural  plaques" — 
freckles  on  the  lung.  In  themselves, 
these  plaques  are  harmless.  They 
don't  seriously  atVect  lung  function. 
They  don't  grow.  They  don't  indicate 
any  heightened  risk  of  cancer,  except 
in  that  they  do  refiect  prior  exposure 
to  asbestos. 
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So  why  then  are  so  many  pleural- 
plaque  lawsuits  being  filed?  In  the 
wonderland  of  our  modern  legal  sys- 
tem, freckle  litigation  can  go  a  long 
way.  "Exposure,"  "impact,"  "emo- 
tional distress"  or  "cancerphobia" 
can  all  be  good  for  cash,  even  in  the 
absence  of  any  tangible  physical  inju- 
r\'.  Our  legal  system  takes  maybe- 
tomorrow  injuries  far  more  seriously 
than  it  should. 

Plaintiffs'  lawyers  therefore  round 
up  pleural  plaque  plaintiffs  with  great 
energy  and  enthusiasm;  people  who 
had  no  inkling  of  any  problem  before 
being  approached  by  a  lawyer  are 
persuaded  their  days  are  numbered 
afterward.  Claims  are  traded,  sold  and 
bartered  in  packages:  One  or  two 
mesotheliomas  (a  serious  cancer)  plus 
a  dozen  or  so  cases  of  serious  asbesto- 
sis  (lung  impairment)  and  several 
dozen  pleural  plaques  are  exchanged 
for  a  settlement  check  to  be  dix'vied  up 
later.  The  plaques  are  fillers:  They  add 
a  lot  of  bulk  and  so  help  boost  payouts 
considerably. 

Of  all  our  many  strange  legal  con- 
coctions, the  recent  unleashing  of  dis- 
tress claims  has  proved  to  be  one  of 
the  most  misguided.  Legal  process 
itself  can  now  generate  an  almost 
endless  new  supply  of  legal  claims.  A 
judge  and  jury  take  a  distress  claim 
seriously;  the  public  then  infers  that 
the  distress  is  well  grounded.  The 
overall  level  of  public  anxiet)'  grows, 
giving  judges  and  juries  more  reason 
to  take  distress  claims  seriously.  The 
it's-serious-if-you-say-so  logic  be- 
comes completely  circular;  litigation 
itself  can  transform  a  spark  of  anxiets' 
into  a  conflagration. 

This  is  precisely  what  has  happened 
at  the  margins  of  asbestos  litigation— 
to  the  point  where  the  margins  are 
swamping  everything  else,  and  half  or 
more  of  the  cases  filed  involve  no 
concrete  injur)'  at  all. 

In  ever\'  tnher  age,  and  in  e\cr\ 
other  country ,  the  law  has  dealt  with 
speculative  injuiy  by  telling  claimants 
to  come  back  w  hen  (and  if)  the  specu 
lation  ends  mk\  some  real  injun  be 
ct)mes  app.irent.    This  takes  care  of 


countless  claims.  Many  just  disapp 
time  passes,  no  injur\'  materializes 
fear  abates.  A  few  fears  turn  out  t( 
well  founded:  What  gets  compen  • 
ed  then  is  the  actuality'  of  real  inji 
not  just  its  gloomy  anticipation. 

This  is  exactly  how  judges  she 
be  dealing  with  pleural  plaques.  Tl 
should  establish  what  have  come  to 
called   "pleural   registries,"   to  t 
note  of  who  has  claimed  injurs'  ot 
kind,  and  then  put  the  claim  on  h(. 
Wait-and-see  is  the  one  certain  wa\ 
distinguish  injur)'  in  the  lung  frc 
injur)'  that  exists  only  in  the  mil 
More  important,  it's  the  only  way 
stop  the  legal  system  ft-om  creatii 
the  ver)'  injuries— distress,  phobia  ai 
such — that  it  claims  to  be  correctin 

Do  judges  have  the  power  to  slo^ 
roll  marginal  claims  with  registries?  i 
discussed  in  a  forthcoming  article  I 
Yale  Law  Professor  Peter  Schuc 
judges  ha/e  broad  power  to  contn 
their  own  dockets.  Given  the  size  < 
the  asbestos  backlog,  long  delays  a. 
inevitable  in  any  event.  It's  perfect 
reasonable  in  these  circumstances  1 
focus  on  serious  injuries  first.  And  n 
matter  how  intense  cancerphobia  mi 
be,  there's  no  way  it  can  be  as  serioi 
as  cancer  itself  Registries  would  als 
increase  fairness  all  around:  The  pad 
age  settlement  of  serious  and  trivi. 
claims  almost  always  overpays  trivij 
injuries  and  underpays  serious  ones.' 

We  learned  the  lessons  of  the  Worit 
War  II  shipyards  years  ago:  At  leas 
some  forms  of  asbestos  can  be  vcr 
toxic  at  high  exposures.  The  asbesto 
mess  ning  up  the  courts  now  ct)nsti 
tutes  a  second  scandal,  a  mirror  imag< 
of  the  first. 

The  law   indiscriminately  cenific 
"victims"  of  the  tiniest  of  exposures 
and  compensates  "injuries"  fi-om  th» 
most  tri\ial  bixlily  insults.  Year  b) 
year,  technology  grtnvs  more  adept  a 
measuring  exposures  and  insults  tron 
e\er)thing — radon    or    rat    j"Hiison 
bubble  gum  or  botulism,  arsenic  o- 
asbestos.  Thus,  we  constantly  cxpai 
our  supply  of  impacts,  fears  and  pb 
bias,  riie  inevitable  result  is  a  2  (oi 
mushrtH)ming  of  all  things  legal.  It  i^ 
cancer  in  itselt',  w  hich  s.ips  resource 
clogs  the  ci>urts  and  corriKles  pub 
ct)nfidence. 

Something  must  Ix-  done.  The  fed 
eral  con.solidatuMi  order  is  a  mixlestlv 
hopeful  .sign.  ^ 
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For  two  years  running,  one  company 
has  sold  more  plain  paper  faxes  than 
any  other.  That  company  is  Canon,  the 
undisputed  leader  in  plain  paper  facsimile. 

Canon  has  a  complete  line  of 
advanced  facsimiles  to  choose  from.  Our 
FAX-1.3300  is  a  super-fast  desktop  digi- 
tal fax  that  can  transmit  a  page  in  only 
three  seconds.  Our  full-featured  Laser 
Class    700  Series  features  our  exclusive 
UHQ    and  Hyper-Smoothing  technolo- 
gies which  allow  you  to  send  and 
receive  better  looking  faxes  than  ever 
before!  And  our  economical  FAX-A501 
makes  the  advantages  of  plain  paper 
more  affordable  for  everyone. 


We  also  make  choosing 
a  plain  paper  fax  easy.  If  you 
call  1-800-OK-CANON,  well 
mail  you  a  Decision  Maker's 
Kit  designed  to  help  you 
find  the  perfect  Canon  fax 
for  your  needs. 

Or,  if  you  want  product  informa- 
tion faster,  we'll  fax  it  to  you. 

We  will  also  direct  you  to  your 
nearest  Canon  dealer,  who  is  uniquely 
qualified  to  help  you  during  their 
special  fall  promotion. 

When  youre  dealing  with  #1 ,  the 
decision  is  always  easy.  And  in  plain 
paper  fax,  it's  Canon. 


FAX-LUOO 


FAX-A501 


*•'•'""  FAA-L760  .r^.^^^^. 

FA.\-/770 

BI^^B     Enioy  easy  mended  p»ymeni»  with  ih«  Canon  Credil  Card   Aik  lot  dvlaili  al  parlicipallnfl  Canon  d«al*ri  and  raiailat.   Availabia  only  m  U  S 
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EBiTED  BY  WILLIAM  6.  FUMAGAN 


You  don't  have  to  be  John  Gotti  to  watch  what  you 
say  on  the  telephone.  There  are  millions  of  amateur 
(and  a  few  professional)  eavesdroppers  out 
there  monitonng  cordless  and  cellular  telephones. 

Telephone 
voyeurs 

By  William  G.  Flanagan  and  David  Stix 


How  EASY  is  it  for  snoops  to 
eavesdrop  on  your  cordless 
and  cellular  telephone  con- 
versations? \^er\'. 

Think  about  it.  Unlike 
wired  phones,  cordless  and 
cellular  units  transmit  radio 
signals — which  can  easily 
be  picked  up  b\'  anyone 
with  a  suitable  receiver. 
Says  Bob  Grove,  publisher 
of  Monitoring  Times,  a 
magazine  specializing  in 
shortwave  radio  and  scan- 
ner monitoring:  ""In  most 
metropolitan  areas,  it's  saf- 
er to  assume  that  someone 
is  listening  than  not." 

Grove  estimates  there  are 
3  million  or  more  eager 
eavesdroppers  out  there, 
mosdy  amateurs  who  get  a 
kick  out  of  listening  in  on 
private  conversations,  no 
matter  how  mundane.  Though  tech- 
nically illegal  in  most  cases,  such 
eavesdropping  is  almost  impossible  to 
stop  and  is  growing  fast — in  part  be- 
cause it  is  so  easy  to  do. 

Scanners — radio  recei\'ers  that 
search  between  two  preset  frequen- 
cies and  lock  onto  any  signals — are 
cheap  and  can  easily  pick  up  cordless 
phone  conversations.  And  the  scan- 
ners are  easy  to  modif\'  to  cover  cellu- 
lar phone  frequencies. 

Ixnv-powcr  cordless  phones,  of 
which  there  are  some  47  million  in 
use,  use  some  of  the  same  frequency 
range  as  walkie-talkies — 49  mega- 
hertz. Typically,  a  scanner  can  pick  up 
signals  on  this  frequency  a  quarter- 
mile  to  half-mile  awav.  So  in  an  urban 


area  hill  of  apartment  houses,  a  snoop 
armed  with  a  scanner  could  easily  hear 
hundreds  of  his  neighbors'  conversa- 
tions. "Cordless  phones,"  counsels 
Tom  Kneitel,  editor  of  Popular  Com- 
munications, "are  as  private  as  con- 
versing in  an  elevator." 

Cellular  phones,  of  which  there  are 
now  some  6  million  users,  are  even 
more  vulnerable.  The  radio  signal  is 
much  stronger  once  it  is  relayed  from 
the  transmitter  covering  each  cell  site 
in  a  system,  .\rmcd  with  a  ginxl  scan 
ner,  anyone  can  listen  in  on  a  cellular 
call  from  as  fir  as  100  miles  away. 

And  sn(H)ps  do  more  than  listen  in. 
Some  of  them  tape  what  they  hear, 
and  swap  or  sell  those  tapes.  Illegal, 
ves.  Hut  almost  impossible  to  stop. 


Remember  the  famous  1988  eel] 
lar  call  made  by  Virginia's  then  Li<! 
tenant  Governor  (and  now  Gov] 
nor)  L.  Douglas  Wilder?  During 
call,  he  dished  archrival  Senal 
Charles  S.  Robb  and  said  he 
"finished."  All  the  time  an  eav< 
per  taped  away.  A  tap)e  of  the  conv] 
sation  wound  up  in  the  possession] 
Robb's  office.  Transcripts  were  wi<^ 
ly  distributed. 

Popular  Communications'  Kncrj 
says  he  regularh-  receives  tapes  of  cc  | 
versations  of  the  rich  and  famous  fit  1 
subscribers.  One  recendy  sent  hinj 
tape  of  a  conversation  recorded  t 
tween  Tennessee  Senator  Albert  Gel 
and    Clark    Clifford.   According 
Kneitel,   it   was   taped 
1988  after  the  Super  Tut 
day    primaries,    in    wl 
Gore's   presidential   hop ' 
rose.    The    two    discuss] 
campaign    strategy,    wij 
Clifford  giWng  insights  in 
what  other  candidates  wcj 
probably  thinking  and  wh  | 
they  \\  ould  likely  do. 

The  problem  is  worl< 
wide.  In  Spain  this 
spring,  for  example,  T> 
Benegas,  a  highly  rank*' 
politician  in  Spain's  socii 
ist  part>\  had  the  misfo 
tune  of  criticizing  Felij 
Gonzalez  Marquez,  tl 
prime  minister  of  Spain  ar 
the  head  of  the  part>',  whi 
his  20-minute  cellular  c» 
was  being  monitored  ar 
taped.  A  radio  station  a>' 
quired  the  tape,  vcrihc 
Benegas'  voice  and  broadcast  i 
( Benegas  sur%ived. ) 

?Lnd  these  arc  only  amateur  eavc 
droppers.  A  well-equipped  profe: 
sional  can  monitor  and  record  almo: 
even-  word  uttered  by  a  target,  n 
gardless  of  the  phone  used — wirei 
cordless  or  cellular.  Imagine  what 
sophisticated  pro  might  get  by  sncx>j 
ing  on  some  investment  bankers 
the  thrtKs  of  a  big  takeover.  It  is  c\  c 
possible  to  intercept  facsimile  mcj 
sages  sent  out  over  wireless  phones. 
The  cellular  phone  industn-  ha 
long  been  nervi>us  aKnii  cavcsdn^p 
ping.  Motorola,  one  ot  the  larges 
manufacturers  of  cellular  equipment 
sells  Private  link,  a  cellular  phi>n 
with  a  built  in  scrambler  to  foil  cues 
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bpping.  Total  cost:  about  $600. 
It  to  understand  what  you're  say- 
;,  the  person  you're  talking  with  has 
have  a  scrambler  as  well.  Sales  of 
ivate  Link  have  not  been  brisk, 
ther  manufacturers,  including  c. th, 
lake  add-on  scramblers — which  can 
fc  attached  to  any  phone  you  are 
)ing — for  up  to  $700.  They  are  not 
|g  sellers,  either. 

Apparently,    callers    either    aren't 

'are  of  all  the  ears  out  there,  or  don't 

ire.  Maybe  they  should.  Have  you 

fcr  given  out  your  credit  card  num- 

:r  over  the  phone,  say  to  get  that 

;\\  federal  tax  decal  for  your  boat? 

»ur  name,  address,  telephone  num- 

;r,  credit  card  number  and  expira- 

>n  date  make  up  quite  a  valuable 

ickage  for  a  larcenous  listener. 

Warns   Tom    Kneitel:    "Anybody 

'ho  talks  on  a  cellular  or  cordless 

Ihone  and  gives  out  personal  infor- 

lation  might  as  well  get  on  I'V  and 

[ive  the  information  out." 

Out  of  the  box,  most  scanners  can- 


not receive  cellular  frequencies.  But  it 
is  simple  to  snip  a  few  wires  or  add  on  a 
device  to  get  those  frequencies.  The 
latest  scanner  from  Radio  Shack,  for 
example,  the  PRO-2006  ($379),  cuts 
out  the  cellular  channels.  But  it  takes 
only  seconds  to  cut  a  single  wire  to 
stop  the  short  circuit,  aor,  in  India- 
napolis, distributes  a  $399,  hand-held 
scanner  that  needs  no  modifications 
at  all  to  hear  cellular  bands. 

And  Uniden  America  Corp.,  in 
Fort  Worth,  Tex.,  makes  the  Bearcat 
BC200XLT,  another  hand  held  unit 
($259)  that  can  be  easily  modified  for 
cellular  snooping.  For  $2,  Monitorinff 
Times,  published  in  Brasstown,  N.C., 
provides  detailed  instructions  on  how 
to  restore  missing  frequencies  to  most 
scanners  from  which  the  cellular 
channels  have  been  blocked  out. 
Mpnitorin0  Timeshas  even  held  semi- 
nars covering  "Cellular  Surveillance 
Techniques." 

Technology  is  about  to  make  life 
difficult  for  the  snoops,  at  least  for  a 


while.  In  three  to  four  years,  all  cellu- 
lar signals  should  be  digitized.  ( In  the 
New  York  cellular  market,  McC^aw 
Cellular's  i.i.n  Broadcasting  has  al- 
ready digitized  its  system.)  Calls  will 
be  transmitted  in  bits,  whether  it's 
voice  or  data,  foiling  all  current-gen- 
eration scanners. 

On  the  cordless  phone  front.  Mo- 
torola is  reportedly  about  to  intro- 
duce one  that  encrypts  signals  during 
transmission.  According  to  Casey 
Dworkin,  general  manager  of  Person- 
al Technolog}'  Research,  in  Waltham, 
Mass.,  the  new  Motorola  phone 
should  cost  from  $129  to  $199  when 
introduced  later  this  year. 

Still,  experts  point  out  that  it  prob- 
ably won't  be  long  before  de\ices  that 
can  make  sense  of  encrypted  and  digi- 
tized signals  will  be  on  the  shelves  at 
Radio  Shack  and  other  stores. 

Moral:  Always  watch  what  you  say 
over  cordless  and  cellular  phones.  If 
Big  Brother  isn't  listening,  some  oth- 
er jerk  quite  possibly  is.  Hi 


le  end  of 
LOther-in-law 
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J  fou  MIGHT  NOT  always 

I,  x:  sure  who  is  listening  to 

our  phone  calls,  but  at 

cast  it's  getting  easier  to 

,  enow  who  is  calling  you. 

j(     A  new  service  called 

j  Caller  id  lets  you  see  the 
number — and  in  some 

( :ases  even  the  name — of 

J  the  person  calling  you. 

J  Vour  phone  will  also  keep  a 
record  of  who  called  and 
the  time  of  the  call,  whether 
Aou  answer  or  not.  In 
some  cases  as  many  as  60 
numbers  can  be  retained. 

I     First  introduced  in 
1 1987,  the  (^.aller  id  service 
is  now  available  from  Bell 

I  companies  in  Delaware, 
Florida,  Georgia,  Idaho, 
Maine,  Maryland,  Nebras- 
ka, New  Jersey,  Tennes- 
see, Vermont,  Virginia, 


West  Virginia  and  the 
District  of  Columbia. 
(Check  with  your  local 
phone  company.)  It  should 
be  available  in  most  states 
by  the  end  of  next  year.  No 
estimate  yet  on  New 
York,  however. 

The  cost."  Installation 
of  the  service  runs  about 
$6,  and  monthly  charges 
for  residential  use  are  about 
the  same.  You'll  also  need 
to  buy  a  digital  reader  to 
attach  to  your  phone;  this 
will  show  the  number  of  the 
person  calling.  Cost  of 
the  reader:  $40  and  up. 
Phones  with  a  digital 
reader  already  built  in  start 
at  about  $120. 

The  spread  of  Caller  id 
has  raised  concern  in  a 
number  of  states  that  the 
service  violates  a  caller's 
right  to  privacy.  (This  fear 
is  no  doubt  greatest  among 
telemarketers  and  others 
whose  calls  would  go  unan- 
swered.) In  response, 
many  states  are  requiring 
phone  companies  to  offer 


free  call  "blocking"  where 
Caller  ID  is  sold.  Blocking 
lets  a  caller  stop  his  number 
from  appearing  when  he 
or  she  makes  calls. 

But  with  blocking, 
what's  the  point  of  Caller 
ID?  This:  Caller  ID  users 
can  program  their  phones 
to  reject  calls  from  people 
who  have  blocked  their 
numbers  from  being  sent. 
A  caller  who  has  blocked  his 
number  from  being 
transmitted  hears  a  record- 
ed message  stating  that 
the  call  can't  go  through. 
The  phone  of  the  person 
called  won't  even  ring. 
With  Caller  id  you  can 
also  usually  program  your 
phone  to  reject  calls  from 
up  to  ten  numbers  that  you 
have  specified. 

Here's  a  sampling  of 
some  other  value  added 
services  phone  companies 
are  offering  that  will  help 
you  screen  calls: 

Multirinjj i'm  New 
York  it's  called  Ring- 
Mate):  This  senice  gives 


you  up  to  three  different 
telephone  numbers,  each 
with  its  own  distinctive 
ring,  for  your  phone. 
That  way  you  could  give 
business  associates  one 
number,  friends  a  second 
and  your  kids  a  third.  The 
ser\'ice,  which  costs  around 
$5  a  month,  is  now  avail- 
able in  40  states. 

Priority  rimjinjj:  This 
lets  you  program  your 
phone  so  calls  from  up  to 
ten  numbers  will  have  a 
unique  ring.  (Available  in 
23  states,  usually  for 
around  $4  a  month.) 

Call  trace:  By  punch- 
ing in  a  code  on  your 
phone,  you  can  direct  the 
phone  company  to  trace 
and  record  the  number  of 
the  last  call  you  received. 
Phone  company  opera 
tors  won't  gi\e  you  the 
number,  but  they'll  give 
it  to  the  police  if  you're  be- 
ing harassed.  C^all  trace, 
which  costs  about  $10  to 
install,  is  available  in  25 
states.  -D.S.  ^ 
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PERSONAL  AFFAIRS 


From  Hindenburg  posters  to  old  bomber  jackets 
to  skeletons  of  old  airplanes,  aviation 
memorabilia  are  flying  higher  than  ever. 

Raiders  of  the 
lost  Waco 


By  Christie  Brown 

Many  men  and  women  born  in  the 
first  half  of  this  century  feel  a  special 
attraction  to  early  aviators  and  their 
flying  machines.  The  pilots  and  their 
planes  are  mosdy  long  gone,  but  the 
romance  only  grows.  And  so  does  the 
value  of  the  artifacts  left  behind. 

Meet  collector  Willis  Al- 
len Jr.,  45,  a  mortgage 
banker  at  Noel  Bridge  In- 
come Property  Co.  in  San 
Diego.  Allen,  who  learned 
how  to  fly  in  1963  in  his 
father's  Cessna,  started  col- 
lecting aviation  memora- 
bilia 25  years  ago.  He  has 
since  amassed  thousands  of 
items,  including  posters, 
airplane  models,  books, 
propellers,  instrument  pan- 
els and  uniforms  worn  by 
Japanese,  Canadian,  Ger- 
man and  American  avia- 
tors— and,  of  course, 
planes. 

The  collection  overflows 
Allen's  small  home  and  fills 
three  airplane  hangars  at 
Montgomery  Field,  north 
of  San  Diego.  The  hangars 
also  house  his  five  antique 
planes.  The  planes,  which 
Allen  takes  up  on  occasion, 
were  manufactured  by 
companies  whose  names 
were  once  as  well  known  as 
Boeing  but  have  since  fad- 
ed into  obscurity.  Allen 
owns  a  1929  Waco,  a  1930 
Stearman,  a  1932  Great 
I^kcs,  a  1940  Rvan  and  a 
1942  Ryan. 

The     hangars     arc     be 
decked  with  manv  of  Al- 


len's posters.  One  advertises  service 
on  the  Hindenburg,  the  ill-fated  hy- 
drogen-filled dirigible  that  exploded 
over  Lakehurst,  N.J.  in  1937,  killing 
35.  Another  promotes  the  first-ever 
air  meet  in  France,  in  1909. 
When  Allen  started  buying  posters 


Willis  Allen  Jr.,  keeper  of  the  right  stutt 
The  prop  is  from  a  1931  Curtiss  Pusher. 


in  1970,  they  typically  sold  for  aroui 
$5  apiece.  But  prices  have  climb« 
sharply  in  the  last  five  vears;  he  recer 
ly  paid  54,500  for  a  Worid  War 
poster  of  German  airmen  by  Ludw 
Hohlwein,  a  famed  illustrator. 

Prices  for  old  propellers  have  ak 
taken  flight.  There  are  75  wooden  < 
aluminum  props  in  Allen's  collectioi 
A  decade  ago  they  could  be  bought 
rural  auctions  for  less  than  $100  eaci 
But  last  year  at  Sotheby's  in  Londo! 
Allen  paid  56,000  for  a  propeller  froi 
a  Spitfire  that  had  fought  in  the  Batt 
of  Britain. 

Even  pilots'  clothing  is  in  demanc 
Allen's  prizes  include  ftill-lengt 
leather  flying  uniforms  from  Worl 
Wars  I  and  II,  and  a  dirigible  captain 
overcoat.  He  also  has  a  sampling  c| 
what  the  airmen  called  blood  chi 
(gooly  chits  to  the  Brits).  These  ue 
simple  swatches  of  silk  or  rayon  fabri 
that  had  m-'ssages  printed  on  them 
several  languages.  The; 
promised  rewards  to  ci\il 
ians  if  the  airmen  were  re 
turned  fi-om  behind  enem 
lines. 

But  the  plums  of  Allen' 
flying  wardrobe  are  item 
used  by  legendar\'  aces  o 
groups  like  the  Fi>ing  Ti 
gers.  One  favorite  is  a  leath 
er  jacket  worn  by  an  Ameri- 
can pilot,  part  of  a  group 
stationed  in  India  in  1944. 
w  hich  flew  cargo  across  the 
Himalayas  into  China  to 
supply   Chiang   Kai-shek's 
forces.  The  jacket  is  embla- 
zoned with  the  Chinese  flag 
on  the  back  and  the  .\mcri 
can  t\i^  inside.   Over  the 
right  pocket,  a  dozen  little 
camels  are  painted  on,  each 
representing    a    succcssfijl 
flight  over  the  "hump"of 
the  Himalayas.  (One  camel 
is    painted    on    backward, 
meaning  an  alxirted  flight.) 
.\llcn  says  he  was  recently 
otVcred  52,500  for  the  jack- 
et, and  prtMuptly  refijsed. 

Another  avid  weekend 
pilot  and  collector  is  mmnc 
producer  and  director 
fony  Bill,  whose  credits  in- 
clude Vu-  Stirtn  and  Taxi 
Dnvir.  Bill,  who  owns  a 
Piper  Cub  as  well  as  a  1946 
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^  How  do  you  improve  on 
the  car  that  became  a  symbol 
for  quality  in  America? 

You  make  it  better. 


The  New  LeSabre 


Buick  LeSabre  has  earned  an  enviable 
reputation  for  quality.  Of  course,  that  didn't 
stop  the  people  at  Buick  from  striving  to 
make  LeSabre  even  better. 

Safer 

The  new  LeSabre  offers  the  safety  of 
anti-lock  brakes  (ABS),  as  well  as  a  standard 
driver-side  air  bag  supplemental  restraint. 

Roomier 

The  6-passenger  LeSabre  now  gives  you 
even  more  front  headroom  and  rear 
legroom.  And  the  spacious  trunk 
is  easily  accessible,  thanks  to  the  ^ 


ingenious  new  low  liftover  design. 

Quieter 

LeSabre's  aerodynamic  shape  is  designed 
to  please  both  your  eyes  and  ears.  Wind  noise 
is  reduced  to  a  whisper,  while  special 
acoustical  insulation  all  but  banishes  road 
noise  from  the  interior. 

More  Powerful 

The  LeSabre's  3800  V6  engine  now  offers 
even  more  horsepower.  Yet  it  gets  an  EPA 
estimate  of  18  mpg  city/28  highway. 

To  learn  more  about  the  qualities  that 
make  the  new  Buick  LeSabre  even  better, 
please  call  1-800-531-1115. 

Or  better  yet,  see  your  Buick 
dealer  for  a  test  drive  today. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


©1991  GM  Corp  All  rights  reserved 

LeSabre  is  a  registered  Irademark  of  GM  Corp. 

Buckle  up.  America! 
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PERSONAL  AFFAIRS 


Flying  memorabilia  from  World  War 

Leather  jacket,  goggles,  helmet,  blood  chits  and  replica  .45  automatic. 


Swift,  focuses  his  collecting  on  pre- 
1940  books  on  aviation  history.  His 
Venice,  Calif,  office  is  lined  with  over 
1,000  volumes,  including  all  the 
books  by  Charles  Lindbergh  and 
Amelia  Earhart — all  first-edition,  and 
all  signed. 

Most  of  the  books  have  cost  Bill 
more  time  and  shoe  leather  than 
money.  His  rarest  piece  is  a  signed, 
four- volume  set  of  aviation  knowhow 
from  1897  to  1910  written  by  James 
Means  and  entitled  The  Aeronautical 
Annual;  Means  was  an  aeronautical 
engineer,  credited  by  the  Wright 
brothers  for  much  of  their  knowl- 
edge. After  years  spent  searching  for 
the  volumes.  Bill  recently  bought 
them  from  a  San  Francisco  dealer  for 
about  $1,000.  But  many  of  his  other 
books  have  cost  a  few  dollars. 

For  adventuresome  aviation  col- 
lecting, no  one  beats  Les  Whittlesey,  a 
32-year-old  real  estate  broker  in  Ir- 
vine, Calif,  and  his  father  Neil,  57,  a 
retired  Air  Force  and  Continental  Air- 
lines pilot.  Together  they  ha\'e  col- 
lected the  skeletal  remains  of  seven 
Waco  planes  built  before  1940.  Like 
prehistoric  animal  carcasses,  the  20- 
foot  tubular  frames  hang  from  the 
ceiling  of  their  hangar  at  the  C'hino, 
C'alif  airport.  The  metal  and  wood 
wings  are  upended  against  the  walls. 

"I  finance  the  collecting,  Awd  my 
father  is  the  scout,"  says  Les,  w  ho  flies 
a  1939  wooden  Waco  biplane.  The 


Whitdeseys  have  bought  some  of 
their  plane  skeletons  from  estate  sales 
for  up  to  $10,000;  others  they  have 
uncovered  and  carted  away  free  from 
crash  sites. 

Five  years  ago,  for  example,  the  pair 
spent  several  weekends  in  the  Sierras 
uncovering  a  1930s  Waco  that  had 
crashed  in  1954.  After  finding  it,  they 
lugged  the  steel  frame,  pieces  of  the 
wings  and  all  the  parts  they  could  find 
to  their  campsite,  a  six-hour  hike 
away.  "We  were  the  raiders  of  the  lost 
Waco,"  Les  Whittlesey  chuckles. 

Warning:  The  market  for  aviation 
collectibles  has  grown  so  strong  that 
replicas  of  ever\'thing  from  old  bomb- 
er jackets  to  posters  to  propellers  are 


now  being  turned  out — in  some  cast 
by  the  original  manufacturers. 

Willis  Allen  weeds  out  fake  patchc 
on  jackets  by  shining  a  black  light  o 
them;  this  picks  up  modern  nylo 
thread.  "There  are  a  lot  of  shyster 
out  there,"  he  says.  Allen  advises  ino 
perienced  aviation  collectors  to  stic 
mainly  to  established  dealers,  espc 
cially  for  such  easily  faked  items  a 
medals  and  patches.  For  posters  h 
frequents  the  xMiscellaneous  Man,  i: 
New  Freedom,  Pa. 

Fortunately,  there  are  many  goo 
aviation  museums  around  the  countr 
where  an  aspiring  collector  can  get . 
good  look  at  genuine  artifacts.  Foii 
of  the  best  are  the  National  Air  &J 
Space  Museum  in  Washington,  D.C. 
the  Museum  of  Flight  in  Seattle 
Wash.;  the  Champlin  Fighter  Muse 
um  in  Mesa,  Ariz.;  and  the  San  Diegc 
Aerospace  Museum.  | 

Trade- A  Plane  magazine  is  the  col-) 
lecting  bible  for  sales  and  adve 
ments  of  aviation  collectibles.  It 
published  three  times  a  month  by 
Publishing,  Crossville,  Tenn. 

Auctions,  too,  are  fairly  common 
The  Santa  Monica  Museum  of  FlyiflB 
at  California's  Clover  Field  airport  q 
holding  a  big  one  Oct.  5  and  6.  Thd 
auction  will  feature  classic  planes  and 
over  100  lots  of  aviation  memorabilia, 
including  old  jackets,  blood  chits  and 
posters.  Among  the  auction's  top 
items:  a  1943  B-17  Flying  Fortress 
(expected  to  fetch  up  to  S2  million) 
and  a  reproduction  of  a  Yako\lcv 
Mark  3,  a  Soviet  fighter  used  during 
World  War  II  (expected  to  go  for  as 
muchasS700,000). 


Neil  (left)  and  Les  Whittlesey  with  a  1939  U .•.•.' 
One  carcaM  was  rescued  from  the  Sierras. 


176 


Forbes  ■  September  50,  IWl 


'  iir 


Classic  comfort 

with  a 
French  accent. 


A  rose  at  turndown 

service.  A  truffle  on 

your  pillow.  That's 

Hotel  Sofitel, 

in  seven  U.S. 

cities  where  your 

business  takes  you. 

Comfortable. 

Stylish.  Modern. 

Superb  cuisine. 

With  a  welcome 

touch  of  France. 

And  moderate  in 

size,  for  personal 

attention,  including 

concierge  service. 

Sofitel.  Just  ask  your 

travel  agent  or  call 

ResinTer  at 

1-600-SOFITEL. 


^  Hotel  Sofitel 
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A  WOlitDWKX  QUAUJy  Sf  fiVICf  Of  ACCOP 


mCAGO 

HOUSTON 

LOS  ANGELES 

MIAMI 

MINNEAPOLIS 

SAN  FRANCISCO  BAY 

WASHINGTON.  DC 

At 

Near 

Near 

Near 

Near 

At 

PULLMAN 

OHare 

Intercontinental 

Beverly 

International 

International 

Redwood 

HIGHLAND 

Airport 

Airport 

Hills 

Airport 

Airport 

Shores 

IMKttKS 


Ever  feel  like  telling  a  good  customer  to  shove  it? 
If  you're  smart,  you'll  do  that  before  a  mirror 
and  then  settle  down  and  negotiate. 

Letting  both 
sides  win 


By  Mary  Beth  G  rover 

Thkrh  c:HRrAiNLY  have  been  mo- 
ments in  your  career  when  you'd  ha\  e 
liked  to  tell  your  client — or  boss — to 
stuff  it.  Yielding  to  the  urge  may  give 
momcntarx'  satisfaction  but  can  easily 
cost  you  a  good  client  or  a  job. 

But  what  should  you 
do  when  a  loud- 
mouthed client  threat- 
ens to  take  his  business 
elsewhere  unless  your 
boss  ne\er  sets  foot  in  his 
office  again.'  That  hap- 
pened to  Kevin  Daley, 
formerly  a  J.  Walter 
Thompson  adman  and 
now  president  of  Com- 
munispond,  a  N.Y.- 
based  communications 
consulting  firm.  He  re- 
calls one  former  client,  a 
temperamental  vice 

president  of  marketing, 
who  was  threatening  to 
pull  his  firm's  account. 
'T  always  wanted  to  get 
rid  of  you  guys,"  the 
peeved  client  growled. 
Says  Daley:  'T  virtualK 
sweated  through  m\ 
suit." 

Dale\'  sweated  but 
didn't  s\\  ing  at  the  man. 
He  absorbed  the  abuse  and  made 
some  inquiries.  Daley  discovered  that 
his  own  boss  had  gone  over  the 
client's  head  to  complain  to  the  chief 
executive  of  the  client  company  about 
his  subordinate's  manners.  Fuming, 
the  client  was  taking  his  anger  out  on 
Dale\'  mk\  on  the  agency  itself. 

W'lien  Daley  discovered  all  this  he 
was  able  to  get  his  ow n  boss  to  agree 
not  to  visit  the  client,  thus  saving  a 


SIO  million  account,  not  to  mention 
his  own  job.  The  angr\'  client  had 
Daley's  boss  off"  his  back  and  Daley 
had  the  angr\'  client  off  his;  both  sides 
won  something. 

Which  would  vou  rather  have:  a 


moment's  satisfaction?  Or  a  good  job 
or  good  account?  If  the  latter,  then 
you  had  better  learn  to  negotiate. 

What  if  \t)u're  unhappy  with  your 
raise?  Instead  of  becoming  indignant, 
sarcastic  or  downright  nast)',  ask 
yourself  a  question:  Hcnv  can  I  shi>w 
m\  boss  how  to  justit)'  to  his  boss 
giving  me  a  better  raise?  "One  of  the 
main  problems  is  people  just  dump 
their  problem  on  the  boss'  table,  in 


stead  of  thinking  how  they  can  v 
their  boss'  problems,"  says  Will 
Up,',  author  of  Getting  Past  No:  .V 
tiatinjf  with  Difficult  People  ( Bant 
Books,  S20). 

A  higher-paying  job  offer  can  bc 
ter  your  chances.  But  don't  sav,  "Gix 
me  a  bigger  raise  or  I'm  outta  here, 
says  Dale  Carnegie's  president,  J.  0! 
ver  Oom.  "VVTien  you  put  a  gun  i 
somebody's  head,  they  may  say,  Tu 
the  trigger.'  " 

Instead,  tr\'  asking  for  advice,  ^.. 
cerely  explaining  that  you're  in 
quandarx"  You  have  a  job  offer  an 
need  the  extra  money  but  enjoy  wofk 
ing  at  your  present  job  ever  so  mutfa 
That  opens  the  negotiation.  Mm 
suppose  your  boss  comes  back  am 
says  he  can  get  you  an  extra  5  G's  bu 
not  the  10  G's  the  other  boss  ha< 
offered  you.   Should  you   push  fbl 
more?  Not  if  you'd  like  to  stay.  Warn 
Daley:    "You    may   gc 
more,  but  it's  danger, 
ous.  The  boss'll  feel  hc^ 
being  squeezed  by  a  sub 
ordinate  and  some  scai 
tissue  develops." 

If  you  accept  the  no* 
offer,  the  boss  has  xneld 
ed  5  G's  and  you've 
yielded  a  theoretical  r 
G's— once  again,  both 
sides  win.  .\nd  that'* 
w  hat  makes  for  success 
till  negotiation. 

The  nn)ral  is:  If  you 
want  to  win  stimething 
more  tangible  than  mo- 
mentan  satisfaction,  ne- 
gotiate, don't  antago- 
nize your  i>pponenl. 
Felling  jx'ople  off  can  be 
self-deteating. 

Consider    what    hap 
pened  lo  a  cenain  truck 
er.  When  a  I'nited  Wax 
fimdraiser    passed    i>ut 
pencils  M^^.\  pledge  cards 
at  a  6  a.m.  meeting  with  a  group  ot 
grumpy  truckers,  one  bcarlike  man 
stood  up,  grasped  his  jxMicil  M\i.\  told 
the    fundraiser   what    he   ct>uld   \.\o 
with  it.    The  fundraiser  calmly  re 
plied,  "I'll  be  happy  ti>  do  whatever 
vou  like  with  that  j^encil  ajhr  you 
sign  the  pledge  card."   The  group 
cracked  up.   fhe  tension  bn>ke.  Hv 
erNiMie   pledged,  some   monev — in- 
cludinc  the  bear  ■■ 
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"In  addition  to  generating  solid  Of)erating  gains  and  paying 

policyholders  the  highest  possible  dividends,  a  strong  financial 

position  continues  to  be  a  key  strategy  for  Northwestern 

Mutual  Life" 

—Standard  &  Poor's 

1 
1 

"Record  dividends,  strong  financial  condition,  top  ratings 

and  fine  policyowner  service  all  speak  loudly  for  the 

'quiet  company.'" 

—policyowner 

WeCanAffordToBe 

The  Quiet  Company  Because 

0' h^,rsTai,kForLs. 

"The  investment  portfolio  is  well  diversified  and 

is  of  high  quality  It  should  perfonn  well  in  future  diflScult 

economic  environments  " 

—Moody's 

1 

li 

I' 

1 
1 

4 

"Since  measures  have  been  taken,  Northwestern 

Mutual  Life  has  been  voted  the  most  admired  every  year  by 

executives  and  directors  in  the  insurance  industry." 

—Fortune 

"Once  again.  Northwestern  has  outdistanced  the  competition 
in  all  areas  of  sales  force  quality." 

—Sales  C^'  Marl{eting  Management 

"Special  thanks  for  a  little  security  in  an  insecure  world." 

—policyoumer 

1 

RMsis^"' 

1 

The  Quiet  Cofiifxiriy^                                                                '  ' 
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End  of  a  slog 

Afi  ER  a  year  of  hard  labor,  Harcourt 
Brace  Jovanovich,  Inc.  finally  seems 
to  have  sold  itself  to  General  Cinema 
Corp.,  for  $1.5  billion.  About  three- 
quarters  of  that  would  go  to  HBj's 
bondholders,  paying  them  off  at  an 
average  of  60  cents  on  the  dollar.  If 
90%  of  HBj's  bondholders  and  a  ma- 
jorit)'  of  its  preferred  stockholders 
accept  the  offer  from  General  Cine- 
ma, the  deal  could  go  through  by 
November. 

That  would  put  John  Herrington, 
chairman  of  the  overleveraged  pub- 
lisher, out  of  a  job.  "I'm  pleased  with 
that,"  he  says.  Herrington,  52,  re- 
placed William  Jovanovich  as  chair- 
man in  May  of  1990;  he  owns  no  hbj 
stock  and  is  paid  as  a  consultant 
($450,000  a  year)  rather  than  as  a 
salaried  employee. 

Herrington  is  a  former  Marine  who 
was  Ronald  Reagan's  Secretary  of  En- 
ergy from  1985  to  1989.  His  govern- 
ment work,  he  says,  prepared  him  well 
for  handling  irate  junk  bond  holders, 
trade  creditors,  customers  and  share- 


holders. "In  a  way  it's  a  lot  like  being 
in  the  Cabinet,"  says  Herrington, 
"dealing  with  Congress,  its  27  over- 
sight committees  and  lots  of  big  egos. 
You  even  have  to  fight  off  your  own 
lawyers." 

As  to  HBj's  prospects  under  General 
Cinema's  ownership,  Herrington  is 
upbeat.  New  reading  and  mathemat- 
ics textbooks  and  other  materials  in 
the  pipeline,  he  says,  "could  blow  the 
competition  away." 

What's  next  for  Herrington.'  He 
hopes  to  take  on  a  lot  more  work- 
outs akin  to  HBJ.  "There's  an  endless 
supply  of  companies  needing  help," 
says  Herrington,  eagerly  awaiting 
the  call. 


Jerry-rigged? 


In  the  mid-1980s  Jerr\'  Geist,  then 
chairman  of  Public  Ser\'ice  Co.  of 
New  Mexico  (or  pnm),  was  consid- 
ered one  of  the  most  innovative  utilit)' 
executives  in  the  countr\'.  Today  he's 
being  sued  by  his  former  company 
and  its  shareholders  for  alleged  mis- 


management and  inflation  of  his 
tirement  benefits. 

In  the  early  1980s  Geist  was  bctt 
on  a  prolonged  southwestern  bo< 
He  boosted  pnm's  generating  cap. 
t>'  by  some  35%,  and  diversified 
utility  holding  company  into  real 
tate  and  fiberboard  manufacturii 
But   the    boom    fizzled,   and  PN.' 
earnings  sank  from  SI 33  million 
1986  to  a  S241  million  loss  in  19J 
Last  year,  as  pnm  lost  S 1 0  million 
S855    million    in    revenues,    Gc 
stepped  down. 

Shareholders  are  now  suing  pnm  I 
mismanagement,  and  the  company 
suing  Geist  and  two  former  exec' 
tives.  PNM  claims  that  Geist  and  t 
others  collected  almost  S5  million 
compensation  they  were  not  entitl' 
to.  The  compam'  also  wants  to  void 
estimated  S2  million  more  in  fiitu 
payments  for  Geist  and  one  of  t 
executives.  Geist  denies  all  t 
charges. 

Geist  has  ever\'  incentive  to  ke 
fighting  his  old  employer.  A  Nc 
Mexico  court  ruled  last  month  th 
under  an  indemnification  agrccme 
Geist  made  with  the  company 
1987,  PNM  must  pay  all  his  legal  fei 
Geist,  57,  treats  the  recent  ruling  as  i 
accidental  advantage.  "Hey,  they  ir 
tiated  the  suit,"  he  says.  "If  it's  tt 
expensive,  let  them  drop  it." 

PNM  has  set  aside  S4.4  million  fi 
legal  costs  this  year,  a  number  th 
could  mushrtK)m  if  PN.\i  v.  Geist  fina 
ly  goes  to  trial.  Meanwhile,  Geist  sa; 
he's  consulting  for  some  utilities  ar 
other  businesses.  "Not  having  to  tal 
full  responsibilit)'  is  a  blessing,"  sa' 
Geist,  "an  absolute  delight." 

-Joel  Millm.a 


John  Herrington  of  Harcourt  Brace  Jovanovich 
New  books  "could  blow 
the  competition  away." 


Forme'  I  itiiitv  rh,iirman  Jerry  Geist 
An  interesting  case 
of  legal  aid. 
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"Did you  see 
the  cartoon 
where  the  guy 
says  to  his  wife. . ." 


W 


HEN  you  mail  the  special  coupon 
below,  you'll  be  able  here- 
after to  answer  yes. 


Yes,  you  saw  the  cartoon. 

Yes,  you  saw  what  Terrence  Rafferty  wrote 
about  the  movie. 

Yes,  you  caught  Edith  Oliver's  and  Mimi  Kra- 
mer's reviews  of  the  shows. 

Yes,  you  follow  Whitney  Balliett  on  jazz,  Arlene 
Croce  on  dance,  Andrew  Porter  on  classical 
music  and  Adam  Gopnik  on  the  art  world. 
Along  with  Holly  Brubach  on  fashion,  Connie 
Bruck  on  business  and  Naomi  Bliven  or  George 
Steiner  on  books. 

Yes,  you  relish  the  way  Elizabeth  Drew,  Andy 
Logan,  John  Newhouse  and  others  report  on 
politics.  Not  to  mention  the  all-round  reporting 
of  observers  like  Ian  Frazier,  Jane  Kramer, 
Calvin  Trillin,  Mark  Singer,  Susan  Sheehan  and 
Paul  Brodeur. 

Yes,  you  delight  in  the  work  of  poets  like  John 
Ashbery,  Amy  Clampitt,  James  Merrill,  W.S. 
Merwin,  Joseph  Brodsky  and  Czeslaw  Milosz. 

Yes,  you  revel  in  the  fiction.  Short  story  writers 
like  Garrison  Keillor,  Bobbie  Ann  Mason,  Mavis 
Gallant,  Cynthia  Ozick,  Alice  Munro,  Muriel 
Spark  and  John  Updike. 

Yes,  you  read  The  New  Yorker. 

Isn't  it  nice  to  be  in  on  it  all? 


r 


•.*;,••  1'!.'^;/:. 


Get  it  for  the 
basic  rate  qf6l.5<^ 
a  iveek  instead  of 
$1. 75  at  the  newsstand. 
Mail  this  coupon. 


PLEA5E  ENTER  MY  5UB5C[\IPTION  FOR  32  I55UE5  AT  THE 
REGULAR  RATE  OF  /I9.69  AND  DILL  MY  CREDIT  CARD 

Charge  my 

□  MasterCard      D  ^^'^A     Q  American  Express 


1 

Account  No. 

Exp.  date 

Signature 

Name 

Please  print 

Address 

Apt  No. 

City 


State 


Zip 


D  Bill  mc  direct  instead.  4FOCi 

D  Oh,  well.  Let's  make  it  easy.  Here's  my  check  for 
119.69  now  as  payment  in  full. 

Mail  16  THE  NEW  YORKER 

20  West  43rd  Street.  New  York.  NY  10036-7440 


PAGES  BEHIND  THE  FIGURES 


Olds  by  Losh 


Michael  Losh,  45,  is  the  man  who 
turned  Pontiac  around  in  the  mid- 
1980s.  Now,  in  his  third  year  as  gen- 
eral manager  of  GM's  Oldsmobile  divi- 
sion, he's  trying  to  fix  yet  another 
laggard. 

In  the  second  half  of  the  1980s 
Oldsmobile  was  symptomatic  of  what 
was  wrong  with  General  Motors.  The 
division's  designs  were  uninspired,  its 
power  trains  wimpy.  Sales  at  Olds 
crashed  from  a  record  1,066,122  cars 
in  1985  to  just  600,037  in  1989. 

Losh,  who  has  a  background  in 
mechanical  engineering  and  finance, 
sums  up  his  plan  for  reviving  Oldsmo- 
bile this  way:  "You  just  do  great 
product.  There  is  no  substitute  for 
great  product." 

In  the  two  years  since  GM  brass  gave 
Losh  Olds  to  fix,  he  has  redesigned 
and  re-engineered  the  entire  line. 
Over  the  last  year  Oldsmobile  has 
introduced  three  rest>'led  fiiU-size 
cars.  Losh  concedes  that  one  model, 
the  new  98,  is  targeted  at  its  tradition- 
al, older  market.  "I  have  no  problem 
with  the  98  being  your  dad  or  my 
dad's  Oldsmobile.  It  captures  the  best 
of  Oldsmobile's  past  and  current 
qualities."  Most  of  the  remaining  of- 
ferings are  aimed  at  a  younger  crowd. 
Losh  has  high  hopes  for  the  Olds  88 
and  the  Achieva,  a  new  compact  de- 
buting this  fall.  The  Achieva's  main 
targets:  the  hot-selling  Toyota  Camry 
and  Honda  Accord. 

Is  the  long  slump  at  Oldsmobile 
ending?  In  August  Oldsmobile's  total 
sales  (autos  and  light  trucks)  were  up 
1%,  while  the  overall  market  fell  14%. 
Restyled  models  account  for  some  of 
the  improvement,  but  Losh  also  cites 
the  division's  gain  in  the  latest  J.D. 
Power  sur\'eys  of  initial  quality  and 
customer  satisfaction.  Still,  he's  not 
promising  miracles. 

"It  took  time  for  us  to  lose  cus- 
tomers," says  Losh.  "And  it's  going 
to  take  time  for  us  to  get  them  back." 

-SlHVK  KlCHHN 

Gale  force 

pRHDKRlCKGale  Rutfner  Ir.  reads  300 
maga/ines  a  nioiith,  clips  newspapers 
to  ribbons  and  says,  "It  I  had  to  be 
marooned  on  a  desert  island,  I'd  like 
the  Manhattan  Yellow  Pages  to 
read."  Of  such  habits  he  has  made  one 


fortune  and  is  out  to  make  a  second. 

Ruffher  is  the  Gale  in  Gale  Research 
Co.,  the  Detroit-based  publisher  of 
such  page -turners  as  the  Encyclopedia 
of  Associations  and  Directories  in 
Print.  Gale  Research's  hundreds  of 
reference  books  are  standard  in  librar- 
ies around  the  world. 

He  started  the  company  almost  by 
accident.  After  World  War  II,  Ruffner 
earned  a  B.S.  in  business  at  Ohio  State 
and  began  selling  fire-fighting  equip- 
ment in  Detroit.  He  needed  statistics 
on  new  buildings  and  thought  trade 
associations  would  have  the  answers. 
But  there  was  no  director}'  to  trade 
associations.  So  with  around  51,000, 
Ruffner  started  Gale  Research  Co.  in 
1954.  His  first  book.  Encyclopedia  of 
Associations,  has  since  sold  thousands 
of  copies  in  25  editions. 

Over  the  years  Ruffner  added, 
among  others.  Directories  in  Print 
and  Encyclopedia  of  Government  Ad- 
visory Or£ianizations  to  his  business 
and  then,  in  1985,  sold  Gale  Research 

RIGHT; 

Oldsmobile  General  Manager 

Michael  Losh 

"You  just  do  great  product." 


BELOW: 

Information  mogul  Frederick  Ruffner 
Because  he  couldn't  look 
it  up,  you  can. 


to  Canada's  Thomson  family  (see , 
ry,  p.  12)  for  S66  million  in  cash, 
at  age   65   he   is  back  with  a 
company,  Omnigraphics,  Inc.  It; 
on  the  same  principle  as  Gale 
search.   Explains  Ruffner:  "I  mij 
obser\'e  something  about  some 
activit)'  or  organization.  Then  a  wc 
later  I'll  read  about  a  second  one. 
the  time  I'm  through  there  are  3,( 
or  4,000,  and  I  have  a  director),'." 
Omnigraphics  (sales,  S3  millic 
publishes  the  1992  National  Direc 
ry  of  Addresses  and  Telephone  Nut 
bers,  a   1,395 -page  tome  that 
124,000     companies,     governmc 
agencies,  think  tanks  and  nonpr 
groups,  plus  110,000  fax  numt 
8,000  toll-free  numbers  and  a  natic 
wide    Yellow    Pages.    Omnigrapl 
also  puts  out  the  Omni  Gazettet 
the    United   States   of  Amei'ica, 
8,500-page  mine  of  geographic 
Ruffner  figures  Omnigraphics's 
could  hit  S25  million  in  five  y< 
-\'ICKJ  CONTAN 
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worth  rememberin: 


...  as  a  major  force  in  transportation  and  waste  services. 
More  than  100  years  ago,  we  built  our  transcontinental  railway 
through  some  of  the  toughest  terrain  in  the  world.  Today,  modern 
technology  helps  us  cope  with  nature  more  efficiently  and  produc- 
1  tively  than  ever  before— consistently  making  us  one  of  North 
America's  safest  railways. 

The  CP  Rail  System  is  an  integrated  North  American  transporta- 
tion network  operating  over  14,000  miles  of  track  across  Canada 
and  another  6,900  miles  in  the  midwestern  and  northeastern 
United  States.  The  system  handles  more  than  150  billion  gross 
ton  miles  of  freight  a  year. 

We  began  as  a  railway  but  we  have  also  been  in  trucking  and 
ocean  shipping  for  more  than  a  century.  And  our  involvement  in 
waste  services  and  school  busing,  although  much  more  recent, 
is  just  as  vital  to  our  future  growth  and  profitability. 

Transportation  and  Waste  Services— just  one  of  the  valuable 
assets  that  makes  Canadian  Pacific  Limited  a  name  worth 
remembering. 
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Canadian  Pacific  Limited 
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Municipal  bonds  are  more  than  secure,  tax-free  investments.  They  are  the  source  of 

another  kind  of  security  because  they  purify  and  protect  the  water  essential  to  our  lives  and  our  futures. 

We're  America's  leading  municipal  bond  insurer  We  add  strength  to  bonds.  By  staying  strong 

in  our  commitment,  strong  in  our  resources. 
Municipal  Bond  Investors  Assurance  Corporation,  Armonk,  Nev^  York  10504 


yMBI>4 


^•WE  GUARANTEE  THE  PUBLIC  INTEREST*  WE  GUARANTEE  THE  PUBLIC  INTERESlJ 


inE  rUHDCd/ DHHIfH  IfHLL  ailltti  iitWItW 


BY  ERIC  S.  HARDY  


Will  the  market  plunge  again  this  fall 
as  it  did  in  October  1987  and  October 
1989?  Probably  not.  But  nervous  in- 
vestors might  want  to  increase  their 
holdings  of  quality  issues  that  have 
high  dividend  yields.  With  money 
market  funds  paying  around  5%,  such 
stocks  at  least  offer  some  downside 
protection.  (For  more  on  this  ap- 
proach, see  p.  188.) 

Another  way  to  use  yield  for  protec- 
tion is  with  convertible  instruments. 
Eric  Ryback,  manager  of  the  Lindner 
Dividend  Fund,  owns  several  con- 
vertibles. Two  of  Ryback's  favorite 
convertible  preferreds  are  the  Sea 
('ontainers  $4  (recent  price,  $50)  and 
the  Tosco  S4.37  (recently  $57.50). 
Healthy  yields  help  convertibles  hold 
up  better  in  bear  markets,  and  their 
conversion  feature  helps  them  partici- 
pate in  bull  markets.  But  remember: 
(Convertibles'  conversion  prices  are 
often  much  higher  than  the  current 
price  of  the  underlying  common. 


Special  focus 


Which  arc  better  fiindamcntal  plays  tor 
investors:  stocks  selling  at  low  pricc-to- 
book  values?  Or  stocks  priced  inexpen- 
sively, relative  to  earnings?  According  to 
Barra,  Inc.,  during  the  1970s  stocks 
selling  significantly  below  their  book 
values  subsequently  performed  twice  as 
well  as  stocks  with  low  price/earnings 
ratios.  But  this  relationship  was  reversed 
during  the  1980s,  when  low-p/H  stocks 
were  the  place  to  be.  One  plausible 
explanation:  In  the  1970s  high  levels  of 
inflation  made  actual  earnings  less  im- 
portant than  the  rising  value  of  under- 
lying assets. 

Factor  returns 

5% 


The  overall  market 
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The  Barra  All-US  index 

Index  as  of  9/5/91 

Market  value:  $3,559.2  bilHon 

Price/book:  2.2 

P/E:  24.0 

Yield:  3.0% 


12-month  closeup 
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Closeup  on  the  market 


Index  or  investment 

2-week  change 

%  change  from 
1  year              5-year  high 

Barra  All-US  index 
Sharpe/Barra  Growth  index' 

-2.1% 
-0.4 

1 

20.0  % 
29.2 

-3.3% 
-1.9 

Sharpe/Barra  Value  Index  ^ 

-0.1 

1 

9.2 

-1.4 

Dow  Jones  industrials 

0.0 

1 

15.9 

-1.5 

S&P  500 

-0.6 

I 
1 

21.4 
21.2 

-1.9 
-1.7 

NYSE 

-0.4 

Nasdaq 

-0.3 

1 

36.5 

-1.8 

-7.0 

-22.0 

Amex 

0.3 

1 

13.8 
2.0 

EAFE' 

0.9 

■ 

CR6  index" 

1.5 

IH 

-10.9 

-21.8 
-30.9 
-17.2 
-47.3        1 

Gold^ 

-2.1 

■■ 

-11.1 

Yen^ 

Oil' 

-0.6 
-1.0 

I 
■ 

-3.6 
-31.0 

The  best  and  worst  performing  stocks' 


Best 

Price 

2-week 
change 

1991 
EPS' 

Worst 

Price 

2-week 
change 

1991 
EPS' 

Pansophic  Systems 

15  3/8 

45% 

$  0.97 

Dean  Foods 

323/8 

-34% 

$3.02 

Harken  Energy 

7'/4 

35 

NA 

Deprenyl  Research 

13 

-32 

NA 

Hondo  Oil  &  Gas 

14% 

34 

NA 

Bergen  Brunswig 

213/4 

-23 

NA 

Medlmmune 

27  1/4 

33 

0.08 

Oregon  Steel  Mills 

273/4 

-22 
-22 

2.60 
1.55 

Immune  Response 

22  1/2 

32 

-0.32 

Continental  Bank 

12 

The  best  and  worst  performing  industry  factors' 


Best 

Gas  utilities 

Paper 

Railroads,  transit 

International  oil 

Telephone,  telegraph 


2-week 
change 

Since 
12/31/90 

5.6% 

Worst 

2-week 
change 

Since 
12/31/90 

2,4% 

Thrifts 

-6.2% 

15.8% 

2.0 

15.0 

Pollution  control 

-5.2 

-2.8 

18.7 

9.8 

-22.7 

1.9 

37.2 

21.3 

9.7 

Real  estate 

-4.2 

1.9 
1.3 

Retail  food 
Precious  metals 

-4:2 
-4.0 

N 


of  111  public  ly  trade  1  comrnun  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  Stocks  trading  on  U.S.  mafkets. 
ADRs,  REITs  and  closed-end  funds  are  excluded.  ■  Total  relurn  ol  a  portlolio  ol  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average  earnings 
growth.  ' Total  return  of  a  portfolio  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-tobook  ratios,  high  yields  and  low  priceto earnings  ratios,  ^ A  dollar-<Jer>ominated  capital izatwn- 
weighted  index  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective,  '  Index  of  21  commodity  futures  ■■  KnightRKJder 
Financial  Information. ''  During  the  last  tvw  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  Lynch,  Jones  &  Ryan. "  Shows  return  to  the  industry  factor  after  controlling  for  other  influences 
including  company  size,  value  and  growth  characteristics.  Multi  industry  firms  have  proportional  contributions  in  two  or  nwre  groups  NA:  Not  available   Principal  source;  Barra.  Inc.,  Berkeley,  Calif 
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B^st  industry  over  the  last  6  months 


Aug    Seft 


The  market  loves  a  turnaround  ston- — or  so  it  seems  from 
a  look  at  Wall  Street's  favorites.  Textile  manufacturers, 
electronics  stores  and  banks  show  up  on  Media  General's 
database  as  the  best-performing  industries  since  March. 
"Investors  are  anticipating  improved  business  conditions 
for  textiles,"  says  Ka\'  C.  Norwood,  a  Senior  Mce  Presi- 
dent at  Charlotte-based  Interstates/Johnson  Lane. 
The  recession  and  a  lack  of  exciting  new  products  drove 


Leading  industries 


Textiles 

Company 

Recent 
price 

6-month 

price 

change 

Latest 

12-months 

EPS 

P/E 

Aileen 

115^ 

232% 

$0.74 

16 

Delta  Woodside  Inds 

19 
40  V^ 

114 

0.94 

20 

Unifi 

55 

2.02 

20 

Russell 
Guilford  Mills 

29  ^/^ 
23^/8 

9 

9 

mm 

1.22 

1.58 

24 

Electronics,  retailers  and  distributors 

6-month 
Recent          price 
Company                                 price          change 

Latest 

12-months 

EPS 

P/E 

Best  Buy                                  233^         183% 

$0.75 

31 

Arrow  Electronics                     12  ^         106 

0.50 

24 

Good  Guys                               27  Vz           76 

0.90 

31 

Fretter                                      6V4           38 

0.07 

NM 

Circuit  City  Stores                     22  H           19 

1.16 

19 

Mountian  state  banks 

Company 

Recent 
price 

6-month 

price 

change 

Latest 

12-month$ 

EPS 

P/E 

Vamr  Capital 

34  V4 

88% 

$3.16 

11 

MHated  Bankshares  Col 

22 

50 

1.07 

19        . 

VafcffateBai 

MmitMIBariafearBS 

fiaasBaacarf 

28 
20  Vi 
48»/5 

43 
41 
34 

1.33 
0.47 
4.75 

21 
44 
10 

Worst  industry  over  the  last  6  months 


60 


Mar 


Apr 


May 


June 


July 


some  consumer  electronics  retailers  into  bankruptc 
ertheless,  stocks  in  this  group  have  climbed  3S 
average  since  early  March. 

Unlike    their    beleaguered    counterparts,    Mc 
states'  banks  were  quiedy  posting  a  38%  price  gain  ovo. 
last  half-year.  "These  banks  are  on  an  upward  side  of 
recover}-  and  are  already  seeing  better  times," 


Tejera,  a  bank  stock  ani 

ilyst  at  I 

)ain  Bos 

worth  in  5 

"1 

Lagging  industries 

Offshore  Drilling 

T 

Company 

Recent 
price 

6-month 

price 

change 

Latest 

12-months 

EPS 

Mi 

Noble  Drilling 

55/8 

-24% 

$-0.23 

NH 
Mi 

Zapata 
Energy  Service 

2'A 

-22 

-2.62 

-13 

-0.12 
-0.14 

NV 

Global  Marine 

4 

-11 

Diamond  Shamrock  Offshore 


Airiines 


Company 

Recent 
price 

6-month 

price 

change 

Latest 

12-months 

EPS 

P/E  I 

Continental  Airlines  HIdg 

2^8 

121/6 

-49% 

$-60.30 

NMt 

USAir 

-47 

-13.32 

NU 

Delta  Air  Lines 

UAL 

AMR 

65  U 
132  Vz 

57 '4 

-16 

-11 

-6 

-7.73 
-5.38 
-3.29 

NM 

NM 

Contracting 

Company 
Dravo 

McOermott  Irrtt 
Dycom 
Kasler 
Brand  Cos 


Recent 
price 


6-month 

price 

change 


Latest 

12-monttis 

EPS 


9 

-32% 

$-1.30 

19 '/i 

-28 

-1.58 

10'-4 

-25 

0.35 

lOVk 

-13 

0.50 

19'/4 

6 

0.66 

tadustry  pettonnance  i%  based  on  6-month  pnce  change.  Industries  listed  above  have  a  market  capitatuatnn  of  $100  m:nicir  or  men  and  at  ie«t  5  companies 
NA:  Not  aortittr  '"  '■  -    ::ata  ending  9/S/9 1.  Sounx:  Media  Genera    «>a  Lotus  One  Sourc- 
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The  Brooklyn  Museum  would 
reatly  appreciate  your  company 


* 


h  Your  Company  and 
Community  Benefit 

Brooklyn  Museum  maintains 
Uection  of  close  tx)  2  million 
3bjects,  presents  an  active 
dule  of  special  exhibitions 
offers  a  wide  array  of  educa- 
and  public  programs.  The 
ieum  is  an  integral  part  of 
It  makes  the  greater  New 
metropolitan  community  a 
[ue  place  to  live  and  work.  A 
orate  Fund  Membership  is 
h  more  than  a  financial  con- 
tion.  It  establishes  a  relation- 
beneficial  to  your  company 
the  community  we  all  serve. 


"Plainly  put, 

corporate  support  of 

The  Brooklyn  Museum 

not  only  good  citizenship, 

but  good  business. " 

Jeffrey  Keil,  President, 

Republic  New  York 

Corporation 


rporate  Benefits  can  include: 
■Yee  employee  admission 
•rivate  curatorial  tours  of  the 
Museum's  permanent  collection 
md  special  exhibitions 
Corporate  employee  discounts 

amily  programs 

(  ustomized  corporate  benefit 
Drograms  to  meet  your  employ- 
ee and  business  needs 
I  se  of  the  Museum  for  corporate 
events  such  as  dinner  dances 
and  receptions,  as  well  as  confer- 
ences in  the  Museum's  Iris  and 
B.  Gerald  Cantor  Auditorium 


CORPORATE  MEMBERS  OF 
THE  BROOKLYN  MUSEUM 

Allied-Signal  Inc.     AmBase  Inc. 
American  Chai  Trust     American  Express  Company 

American  Home  Products  Corporation 

American  Savings  Bank     American  Stock  Exchange 

Amstar  Sugar  Corporation     Arrow  Lock 

Bloomingdale's      Brooklyn  Uruon  Gas 

Campbell  Ad\Tsors,  Inc.     CBS  Inc.     Chanel.  Inc. 

The  Chase  Manhattan  Bank.  N.A.     Chemical  Bank 

Christie.  Manson  &  Woods  International  Inc.     Citibank  N  A 

Consolidated  Edison  Company  of  New  York 

Dean  Witter  Reynolds  Inc.     Dow  Jones  &  Company,  Inc. 

Goldman,  Sachs  &  Co.     Grace  Foundation  Inc. 

The  Green  Point  Sa\1ngs  Bank 

Grenadier  Realty  Corporation     Guardian  Life  Trust 

IBM  Corporation     Independence  Sa\-ings  Bank 

John  Wiley  &  Sons.  Inc.  1  Johnson  &  Higgins 

Kidder  Peabody  Foundation     Lazard  Freres  &  Company 

Leo  Castelli.  Inc.     Liz  Claiborne  Foundation 

Loehmann's  Inc. 

R.  H.  Macy  &  Co..  Inc.     Margo  Lea\in  Gallery 

Marsh  &  McLennan  Companies.  Inc. 

Merrill  Lynch  &  Co.  Foundation,  Inc. 

The  McGraw-Hill  Foundation.  Inc. 

Metropolitan  Life  Foundation 

Morgan  Guaranty  Trust  Company  of  New  York 

Morgan  Stanley  &  Company     New  York  Telephone  Compan>' 

The  New  York  Times  Company  Foundation.  Inc. 

The  Pfizer  Foundation.  Inc. 

Philip  Morris  Companies  Inc. 

James  Stewjurt  Polshek  and  Partners 

Republic  New  York  Corporation     Rose  Associates 

SafraBank  Charitable  Trust     Salomon  Inc 

Seaboard  Surety-     Second  District  Dental 

Siemens  Corporation     Smith  Barney  Harris  L'pham  &  Co. 

Sotheby's     Spears,  Benzak.  Salomon  &  Farrell.  Inc. 

The  Times  Mirror  Foundation 

Unilever  Uruted  States.  Inc.     Webster  &  Sheffield 


A  New  Auditorium  for  Your 
Corporate  Conference 

The  Museum  is  pleased  to  offer 
the  recently  completed  Iris  and 
B.  Gerald  Cantor  Auditorium  for 
your  use  as  a  corporate  confer- 
ence space  with  a  Full  Partner 
membership. 

The  state-of-the-art  facility  is 
the  signature  design  of  the 
architectural  team  of  Arata 
Isozaki  &  Associates/James 
Stewart  Polshek  and  Partners.  The 
460-  seat  auditorium  incorporates 
the  finest  in  projection  equipment 
for  both  16mm  and  35mm  film 
and  slide  presentations,  a  Dolby 
sound  sy'stem.  and  a  ciistom  con- 
trolled lighting  system. 

"A  Jewel  among  small 
assembly  spaces  in  the  city. " 

The  New  York  Times 

The  Iris  and  B.  Gerald  Cantor 
Auditorium  features  an  oak- 
paneled  hall  with  a  unique 
undulating  ceiling.  This  geo- 
metrically derived,  technically 
complex  form — conceived  of  as 
an  evocation  of  tranquihty — is 
a  focal  point  of  bold  design  and 
beauty.  The  balance  of  the 
design  details  are  of  the  finest 
specifications:  Portuguese  mar- 
ble bases  and  capitals  adorn 
the  walls  and  columns,  stain- 
less steel  reveals  and  portals 
complement  a  limestone  tran- 
som above  the  main  entrance, 
and  plush  gray  seating  and  car- 
peting accent  stainless  steel 
acoustical  panels. 


* 


R.S.V.P.  to  (718)  638-5000 


Contact  The  Brooklyn  Museum.  200  Eastern  Parkway.  Brooklyn.  New  York  11238,  if  you  would 
Hke  to  add  your  company  to  this  distinguished  list  of  corporations. 
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Beth  Terrana's  Fidelity  Equity- Income  Fund  has 
rather  stodgy  objectives,  but  its  performance 
has  been  anything  but  stodgy. 

Patience 
rewarded 


By  Suzanne  L,  Oliver 

At  34,  Beth  Terrana  is  a  successful 
mutual  fund  manager.  She  runs  the 
Equity-Income  Fund  for  Fidelity  In- 
vestments. Terrana  was  lucky.  She 
trained  under  the  fabled  Peter  Lynch. 

When  Terrana  was  a  Fidelity'  retail- 
ing analyst,  Magellan  Fund's  recently 
retired  Peter  Lynch  would  routinely 
call  her  into  his  office.  Consulting  his 
meticulously  kept  yellow  notepad. 
Lynch  would  tell  Terrana  which  of 
her  recommendations  he  had  bought, 
which  he  hadn't,  and  which  stocks  he 
liked  that  she  had  neglected  to  recom- 
mend. Then  Lynch  would  grill  the 
young  analyst  for  details  on  each  com- 
pany she  followed.  "He  remembered 
ever)'thing,"  she  says. 

It  was  tough,  demanding  training. 


but  Terrana  was  an  apt  and  moti\'ated 
learner.  In  1985,  after  2y2  years  at 
Fidelit}',  Terrana  was  given  her  own 
fimd,  Fidelit\^'s  brand-new  Growth  & 
Income  Fund.  In  the  nearly  five  years 
that  she  managed  the  Growth  &  In- 
come Fund,  she  recorded  a  15.7% 
average  annual  return,  versus  the 
Standard  &  Poor's  500's  11.9%. 

Her  reward  was  a  bigger  fund.  Last 
October  Terrana  took  charge  of  the 
$4.2  billion  (assets)  Fidelit)'  Equity- 
Income  Fund.  The  fijnd's  objective  is 
to  invest  in  stocks  with  capital  gains 
potential  and  dividend  yields  above 
the  yield  of  the  S&P  500 — a  combina- 
tion designed  to  pro\'ide  the  down- 
side protection  of  a  superior  di\idend 
yield  without  giving  up  the  potential 


Beth  Terrana 

of  Fidelity's 

Equity-Income 

Fund 

From  a  portfolio 

of  seemingly 

sleepy  stocks 

she  builds 

outstamling 

returns. 


of  stock  appreciation. 

Pursuit  of  these  objectives  led  1 
rana  to  the  uni\erse  of  w hat  she  c 
"the  big,  the  cheap  and  the  ugl\ ' 
large  companies  that  pay  signitl 
di\idends  but  whose  stocks  underj 
form  the  market.  Not  a  glamor 
assignment  but  a  useful  one.  She  , 
fers  stocks  with  dividend  yields  in 
5%  range,  which,  almost  by  dct 
tion,  means  stodgy  stocks.  For 
upside  kicker  she  looks  for  stoc 
stocks  with  a  potential  for  chaii] 
situations  where  a  new  managemt 
or  an  upturn  in  an  industn.'  c\cle  nr 
improve  a  compan\''s  prospects. 

Terrana  works  at  it.  She  spcr 
nearly  a  third  of  her  time  visiting  wi 
company       managements,       whi 
means  lots  of  plane  trips.  VVTicn  n 
visiting  managements  she  is  ofteni 
the  phone  with  them.  "If  you 
calling  companies,  you  will  find  o, 
when  soniething  is  wrong  before  c 
er\body  else  docs,"  she  says,  "oryt 
will  be  the  first  to  find  out  wiw, 
something  is  getting  better."  By  th: 
of  course,  she  isn't  referring  to  insi 
information  but  to  hints,  e\  asions  ar. 
the  like  that  signif\'  change. 

As  an  example,  last  August  Terrar 
visited  Union  Carbide  in  Danbur. 
Conn.  "Home  Depot  and  Wal  Mi 
probably  get  hundreds  of  calls  fi-oi 
investors  w  ho  \\  ant  to  \  isit  them  cvci 
week;  Union  Carbide  doesn't,"  saA 
Terrana,  who  met  with  the  company 
chief  operating  and  financial  office^ 
and  six  division  managers. 

Terrana  was  impressed  by  manage 
ment's  understanding  of  C^arbidc 
problems.  She  increased  her  pt)sitio:, 
in  Union  Carbide  stock,  which  has 
4.8%  dividend  yield  and  trades  at  1. 
times  trailing  12  month  carni^g^ 
The  trailing  12  month  price/ cam 
ings  multiple  of  the  s&r  500  is  20 

C'arbidc's    high    yield    and    chcaj 
price    shcHild    pnncct    against    th( 
stiKk's  mo\  ing  dow  n.  For  the  upsid 
Terrana  bclie\es  chemical  prices  h.i 
finished  tailing,  and  that  C  arbidc  \ 
.serious  about  getting  the  stivk  up 

Terrana  has  built  a    1.1    millio: 
share  position  in  Nyncx  C\irp.,  th< 
Equity  Income  Fund's  second  lat' 
est   position.   Since   the   breakup  > 
.M&r  in  1984,  Nyncx  has  lx*en  the 
laggard  among  the  regional  ojxTatr 
companies.  Rut  a  recent  managcnu:.. 
shakeup  in  its  New  York  Telephone 
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,ion  has  led  to  cost-cutting  and 

icc   improvements.   Terrana   ex- 

fs  the  company  to  earn  S5.85  this 

f,  up  from  54.78  a  share  last  year 

nonrecurring     charges.     The 

yielding  6%,  sells  for  75^2. 

few  investors  can   master  this 

ler  straightforward  approach  to  in- 

Jing — buying  for  yield  and  waiting 

|a  turn  in  fundamentals — it  is  be- 

se  the  approach  requires  patience. 

ictimes  Terrana  must  wait  three 

four  years  before  a  stock  in  her 

jtfolio  really  starts  to  move.  She 

lied  VV.R.  Grace  at  the  Growth  & 

)me  Fund  for  three  years  and 

ght  more  when  she  took  over  the 

ity  Income    Fund.    "Eventually 

pie  will  see  a  very  good  specialty 

mical  and  health  care  company 

e,"  Terrana   insists.   "These   are 

h  high- multiple  businesses,  and 

stock  sells  at  a  substantial  discount 

the  market."  But  only  in  the  last 

ht    months    has    Grace    outper- 

med  the  market,  for  the  first  time 

ver  a  decade. 

Terrana's  largest  position  is  Kmart, 

ich  has  risen  this  year  ft-om  28%  to 

V2  but  still  sells  at  only  1 1  times 

"ing  earnings.  'T  am  not  saying 

lart  is  ever  going  to  be  Wal-Mart," 

lains  Terrana.  "But  it  is  an  improv- 

company."  She  believes  the  stock 

uld  rise  another  50%  over  the  next 

uple  of  years.  She  has  also  made 

ney    for    Equit\'-Income    Fund's 

Iders  on  the  restructuring  of  Con- 

1,  which  Terrana  began  buying  in 

nuar\'  at  S42  a  share.  Recently  the 

ck  was  72%. 

Commercial  banks,  too,  appeal  to 

rrana.  She  owns  positions  in  Bank- 

s  Trust,  First  Fidelit)',  BankAmerica 

d  NCNB,  among  others.  Last  May 

rrana  wanted  to  buy  Bank  of  Bos- 

n  and  Shawmut  National.  Why.^ 

cause  after  Bank  of  New  FLngland 

as  seized,  she  expected  pricing  in  the 

lortheast   banking   market   to   im- 

ove.    Also    their    nonperforming 

)ans  had  stopped  rising.  But  since 

cither  Bank  of  Boston  nor  Shawmut 

aid  dividends,  she  couldn't  buy  the 

:ocks.  Instead  she  bought  the  banks' 

onds,  which  have  since  appreciated 

4%  in  value. 

While  trimming  Equity-Income 
und's  portfolio  from  over  400  stocks 
I)  250  (the  better  to  follow  each  more 
losely),  Terrana  regrets  throwing  out 


Do  YOU  want  to  be  a 

1 
seemed  emotionally  in- 

The making 

money  manager?  Or  does 

volved  with  their  jobs." 

of  a  money 

your  son  or  daughter.' 

But  Fidelit>'  wasn't  im- 

Here's the  path  Beth  Ter- 

pressed. Says  Terrana: 

manager 

rana  took. 

"Fidelity  is  looking  for  the 

Born  in  Brooklyn, 

kid  who  got  $1,000  for 

N.Y.,  the  daughter  of  a  car 

his  bar  mitzvah  and  bought 

dealer,  she  was  raised  on 

shares  of  AT&T.  I  didn't." 

Long  Island  and  married  at 

What  she  did  have  was  per- 

20 to  a  man  now  a  peri- 

sistence. In  the  end  Fidel- 

odontist.  A  bright  woman. 

it)'  hired  her  as  a  retailing 

she  had  just  graduated 

analyst.  Then  began  her 

with  a  business  degree  from 

real  education:  IVa  years 

the  State  University'  of 

with  Peter  Lynch. 

New  York  at  Binghamton. 

What's  her  success  se- 

In a  year  she  landed  a 

cret?  No  secret.  Just  persis- 

modest spot  as  an  assistant 

tence  and  hard  work.  Says 

portfolio  manager  at 

Terrana:  "When  I  go  to  a 

Morgan  Guaranty'  and  then 

department  store,  I  don't 

moved  on  to  the  Putnam 

just  shop.  I  look  to  see 

Cos.  in  Boston,  where  she 

what's  on  the  sales  racks 

worked  as  a  fixed -income 

and  guess  what  profit  mar- 

analyst for  two  years. 

gins  will  be  that  quarter." 

Deciding  she  needed 

After  dinner,  Terrana 

better  credentials  and  more 

usually  curls  up  with  a  good 

formal  training,  she  ap- 

annual report,  a  favorite 

plied  to  Har\'ard  Business 

pastime  of  the  best  money 

School,  was  accepted  and 

managers.  So,  don't 

graduated  with  the  class  of 

go  into  the  business 

1983.  She  was  25.  Her 

if  vou're  thinking 

goal  was  to  work  for  Fideli- 

9-to-5. 

ty,  where  "the  people 

-S.L.O.  H 

Security  Pacific  and  Chase  Manhat- 
tan. Both  have  since  run  up  substan- 
tially. Some  of  the  proceeds  went  into 
Alcoa,  Phelps  Dodge  and  Reynolds 
Metals,  which  have  increased  steadily. 
Terrana  thinks  copper  and  aluminum 
prices  are  on  the  verge  of  a  recovery. 


Since  Terrana  took  over  the  fund,  it 
has  underperformed,  but  not  by 
much,  the  market's  steep  climb,  with 
a  32.1%  return  to  the  S&P  500's 
33.3%.  Considering  that  this  fijnd  has 
rather  conservative  objectives,  that 
isn't  bad.  Not  bad  at  all.  ^U 


The  big,  the  cheap  and  the  ugly 

Company 

Revenues 

Recent 

P/E 

EPS 

Yield 

($mil) 

price 

1991E 

% 

Kmart 

$32,070 

43'^ 

11 

$4.04 

4.0% 

Nynex 

13.585 

75y2 

16 

5.85 

6.0 

NCNB 

65,285* 

37y8 

12 

3.99 

3.9 

IBM 

69,018 

98y4 

13 

4.83 

4.9 

Elf  Aquitaine 

32,200 

32% 

8 

3.00 

4.6 

WR  Grace 

6.754 

38 

16 

2.47 

3.7 

Entergy 

3,982 

24% 

10 

2.43 

4.9 

Philip  Morris 

51,169 

72y4 

17 

4.71 

2.9 

Royal  Dutch  Petroleum 

114.672 

81 

11 

7.04 

5.2 

Household  International 

4,320 

59Vs 

10 

5.96 

3.8 

•Total  assets.    Sources:  Institutional  Brokers  Estimate  System,  a  service 

of  Lynch,  Jones  i  Ryan;  Forties. 

While  the  SAP  500  trade*  at  20  times  trailing  12-fnonth  earnings,  Beth  Terrana's  ten 
largest  positions  are  in  stocks  of  huge  and  unloved  companies  at  17  times  or  less. 
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Sicrca/Nissan  Knows 
what  it  takes  to 
stimulate  automobile 
sales  in  Mexico 


^:^.: 


It  takes 


Each  fortnight  over  185,000  primary 
subscribers  throughout  Latin  America 
read  VISION  (42,000  in  Mexico  alone). 
And  VISION  advertisers  reach  an 
audience  of  800,000  individuals  of 
measured  business  and  consumer 
influence  (1989  INRA  Audience 
Profile:  the  ninth  readership  study 
in  VISION'S  forty  year  history). 

For  additional  information  on  how  to 
reach  the  elite  in  Latin  America 
please  contact: 

VISION  INC. 

310  Madison  Avenue 

Suite  1412 

New  York,  NY  10017 

Tel.  (212)953-1308 

Fax  (212)  953-1619 


■KilJIMli'iMMink 


MONEY  &  INVESTMENTS 


long-term  municipal  yields  aren't 

i/hat  they  once  were,  but  for  many  investors 

tiey  are  the  best  game  in  town. 

no  gain 


Many  HIGH-COUPON  municipal  issues 
that  came  to  market  during  the  rate 
peaks  of  1982  and  1983  are  becoming 
callable  or  are  maturing  because  of 
their  ten-year  due  dates. 
«  It's  a  good  time,  then,  to  think 
about  what  to  do  next.  But  for  many 
investors,  it's  going  to  be  a  kind  of 
painfijl  "sticker  shock." 

Long-term  bond  yields  for  munici- 
pals, which  had  ranged  up  to  13%  a 
decade  ago,  are  now  just  above  or 
below  7%.  Tax-free  money  market 
municipal  fijnds  paying  6.2%  as  re- 
cently as  December  1990  are  paying 
little  more  than  4.1 1%  now. 

But  don't  be  put  off  by  these  cur- 
rent yields.  Even  though  they  may 
seem  skimpy  in  relation  to  what  had 
been  available  not  long  ago,  the  re- 
turns are  hefty  compared  with  what 
else  is  available.  And  my  own  view  is 
that  they'll  look  positively  generous 
over  the  coming  years. 

Consider  the  comparison  of  a  tax- 
free  triple-A-quality  30-year  general 
obligation  bond  with  a  30-year  Trea- 
sury. The  taxable  Treasury  yields  8%, 
while  the  muni  yields  6.65%.  But  take 
the  tax  effect  for  individuals  into  ac- 
count, and  the  return  on  munis  is  far 
superior  to  those  of  Treasurys  and 


even  many  corporate  and  mortgage 
obligations,  according  to  Delphis 
Hanover  Corp.,  of  Southbury, 
Conn.,  which  follows  an  array  of  bond 
investment  trends.  Assuming  a  28% 
tax  bracket,  the  yield  on  the  long 
Treasury  drops  to  5.8%. 

For  example,  the  New  Jersey 
Health  Care  Authority's  triple-A-rat- 
ed  insured  long  bond  trades  at  par, 
and  currently  yields  6.6%.  That  may 
not  seem  like  much,  but  it  is  a  lot 
better  than  the  4.45%  on  the  one-year 
triple-A  general  obligation  bond. 

If  you  want  a  bit  more,  say  7%,  shift 
to  a  slighdy  lower-quality  30-year 
bond.  Take,  for  instance,  the  Seatde 
Washington  Metropolitan  Sewer 
Revenue  Bond.  Its  A-l/AA  minus- 
rated  bond  with  a  coupon  of  6% 
yields  6.97%.  Or  the  Port  Authority  of 
New  York  &  New  Jersey's  tax-free  A- 
1/AA  minus- rated  bond  with  a  6% 
coupon  sells  at  99%  to  yield  6.8%. 

But  keep  in  mind  that  lower-quality 
bonds,  like  A- rated  bonds,  though  of 
excellent  investment  grade,  are  a 
greater  risk  than  anything  labeled  tri- 
ple A.  The  additional  yield  compen- 
sates for  additional  risk. 

George  D.  Friedlander,  managing 
director  of  fixed  income  strategy  at 
Smith  Barney,  Harris  Upham,  feels 
that  new  purchases  in  high-quality 
issues  in  the  12-to-15-year  maturity 
range  are  the  most  attractive  right 
now.  The  yield  curve  flattens  after  15 
years,  and  only  a  little  additional  an- 
nual return  is  achieved  by  extending 
to  the  longer  maturity.  Fifteen-year 
triple  A  maturities  pay  6.4%,  against 
6.5%  for  the  20-year,  and  6.65%  for 
the  30-year  bonds,  the  Delphis  Han- 
over data  show. 

For  example,  the  triple-A  rated  Jef- 
ferson Louisiana  Sales  Tax  Revenue 


63/4S  of  2006  are  priced  at  $100.75, 
with  a  yield  to  first  call  (2002)  at 
6.65%.  The  Eric  Pennsylvania  Lease 
Revenue  Bond,  due  2002,  with  a 
coupon  of  6.5%,  is  priced  similarly  at 
$100.75.  Yield  to  call  (2001)  of  this 
triple -A- rated  bond  is  only  slightly 
less,  at  6.5%. 

Stick  to  higher  quality  issues,  par- 
ticularly because  there's  just  not  that 
much  difference  in  yield  between 
those  issues  at  the  top  of  the  quality 
list  and  those  near  the  lower  end  of  the 
investment  grade  scale.  For  example, 
while  you  can  get  7%  on  a  double -A 
bond,  you  pick  up  only  7.5%  at  the 
triple -B  level. 

On  Feb.  14,  Friedlander  says,  the 
yield  differential  between  triple-A  and 
triple- B  obligations  was  80  basis 
points.  Now  it  is  only  50  basis  points. 
At  various  times  in  the  past,  the  spread 
has  been  well  over  100  basis  points. 

Why  the  narrowing  spread?  The  big 
appetite  for  tax-free  income,  which 
has  pressed  individuals  and  funds  to 
take  a  step  down  in  quality  in  order  to 
pick  up  a  few  more  basis  points  of 
return. 

Another  consideration  is  to  choose 
revenue  bonds  rather  than  general 
obligations  backed  by  fiill  faith  and 
taxing  power.  If  the  revenue  source  is 
used  to  pay  for  a  needed  service,  it 
won't  be  cut  off.  Revenue  bonds  offer 
better  advantages  than  do  general 
obligations,  Friedlander  says.  Their 
yields  are  closer  to  the  triple-A  scale. 

Friedlander  notes  essential  serxice 
long-term,  tax-free  electric  utility 
bonds  like  those  issued  by  Inter- 
mountain  Power  Authority  or  Los 
Angeles  Department  of  Water  & 
Power  have  impeccable  credit  quality . 
The  ipa's  7.2%  double-A-rated  bonds 
are  currently  trading  at  a  slight  premi- 
um at  $  1 0 1  .20,  and  yield  7%  to  matu- 
rity. lA  Dewaps,  with  a  similar  coupon 
and  rating,  are  priced  at  $103.80,  to 
yield  6.75%. 

As  always,  the  best  solution  for 
investors  who  don't  want  to  bother 
with  all  the  selection  ftjss  and  high 
transaction  cost  is  to  buy  packaged 
products  like  mutual  fijnds  and  unit 
investment  trusts.  The  Dreyfus  Tax- 
Exempt  Bond  Fund  yields  6.42%. 
Van  Kampen  Merritt's  Insured  Mu- 
nicipal Income  Trust  Series  273  tri- 
ple-A-rated  long-term  bonds  current- 
ly yield  6.47%.  ^ 
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The  farther  east  one  goes,  the  more  bears 
one  meets.  I'm  a  Californian. 

Geographical 
biases 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  He  has  written  two  books:  The 
Wall  Street  Waltz  and  Super  Stocks. 


After  being  bullish  for  1 1  straight 
months,  I  am  especially  watchful  for 
bear  market  warnings. 

The  scariest  evidence  I  see  seems 
virtually  unnoticed:  Yield  curves  are 
now  inverted  outside  the  U.S.  (mean- 
ing short-term  rates  are  higher  than 
long-term  rates).  And  in  almost  all 
non-English-speaking  nations,  all 
rates  have  nudged  higher  and  higher 
for  months.  The  duo  of  inverted  yield 
curves  and  rising  rates  has  historically 
warned  of  oncoming  bear  markets. 
Pay  attention.  If  foreign  stocks  sag,  it 
will  be  hard  for  ours  to  do  well. 

And  here's  a  truly  macabre  note:  A 
bright  young  man  named  Holger 
Berndt  points  out  his  murder  rate 
indicator  has  an  amazingly  uncanny 
30-year  forecasting  record  as  a  reverse 
barometer  of  stock  action.  I've 
checked.  It's  scary. 

Using  FBI  data  on  murders  per 
I0(),()()()  Americans,  Ucrndt  notes: 
The  current  peak  of  9.5  murders  per 
100,000  population  rivals  slightlv 
higher  peaks  in  1973  74  and  1980— 
times  when  stocks  peaked. 

Am  I  joking.'  Not  entirely.  This  is  as 
valid  as  the  much  watched  Super 
Bowl  indicator,  maybe  more  .so.  And 
right  now  it  suggests  1991  could  end 
badlv  for  the  markets. 


However,  there  are  more  hopeftil 
straws  in  the  wind  than  scary  ones. 
Note  that  the  economic  recovery 
started  without  much  monetar)' 
pump  priming  by  the  Federal  Re- 
serve. Few  folks  notice  that  M2,  the 
Fed's  top  money  supply  measure,  has 
grown  at  less  than  3%  annually  for  two 
years.  With  inflation  running  nicely 
above  that,  it  leaves  Alan  Greenspan 
lots  of  room  to  loosen  the  monetar\' 
noose  and  drop  interest  rates.  And 
facing  1992's  elections,  that  would  be 
an  awfiilly  considerate  way  for  Alan  to 
thank  President  Bush  for  reappoint- 
ing him  recendy,  while  helping  set  the 
stage  to  be  reaffirmed  once  again,  by 
George,  in  1994. 

Bears  see  little  economic  rebound. 
And  it's  true,  of  course,  that  second- 
quarter  GNP  was  recently  revised 
downward.  Yet  home  resales  have  re- 
bounded to  prerecession  levels.  New 
factory  orders  are  higher  than  almost 
anyone's  forecasts.  The  luly  boost  in 
consumer  durable  orders  was  the  larg- 
est percentage  gain  in  21  years. 

The  Purchasing  Managers'  Index, 
which  forecast  the  recession  so  well,  is 
now  rising  and  is  above  out-of-reces- 
sion  levels  for  the  first  time  in  18 
months.  And,  though  fewer  folks  pay 
heed  to  the  leading  economic  indica- 
tor series  these  days,  it's  bullish. 

Noteworthy  news  from  my  back- 
yard: Most  bears  have  long  expected 
California's  high  real  estate  prices  to 
implode — as  northeastern  real  estate 
did.  In  the  recession,  prices  dropped 
some,  volume  dried  up  and  the  in\en- 
toiT  of  homes  for  sale  mushroomed — 
warning  ot  iiu)re  price  drops  to  come. 
But  from  w  hat  I  see  out  here,  prices 
are  suri;ini;  once  attain,  to  new  hinhs. 
Prices  t)f  recently  completed  sales 
have  boggled  my  mind — and  I  wasn't 
bearish  on  California.  My  home  state 
is  often  a  trend.setter,  so  real  estate 


ma\'  do  better  nationally  than  fol>' 
expect.  Bullish. 

While  on  regionalit}',  I  see  a  hea\ 
geographical  warp  Vvc  not  noted 
fore  when  I  talk  to  money  manager 
journalists  and  business  leaders — on 
with  contrarian  meaning.  The  fartht 
north  and  east  you  go,  the  more  rock 
solid  pessimism  people  have.  In  B 
ton  and  New  York  gloom  and  doom  i 
spread  on  thick.  The  moods  of  folks 
chat  with  there  range  from  deep,  dar 
depressionism  to  simple  disbelief  i: 
the  possibilitN'  of  any  bright  fijture. 

Northeasterners  have  been  hit  by 
real  estate  collapse,  failed  insurano 
firms  and  banks,  brokerage  scandal| 
and  fear  of  a  banking  crisis.  They  al 
suffer  from  disastrous  politics  and  cil 
ies  that  have  been  deterioratin 
steadily  for  decades.  Out  here  in  th 
West,  these  things  loom  less  large, 
optimism  per  capita  increases  in 
straight  lint  as  I  talk  west  and  south 
In  New  York  folks  think  I'm  Pollyan 
naish.  Maybe.  After  all,  I'm  a  Califor 
nian.  Or  it  may  be  that  most  of  Wal 
Street  is  too  bearish. 

I  still  think  stocks  will  continue 
do  nicely  well  into  1993.  The  Dov 
and  S&P  500  may  do  less  well,  but  the>. 
are  dominated  by  a  ver\-  few,  ven-  bi 
and   mostly  growth -oriented  stoc 
and  aren't  too  reflective  of  America 
average  stock.  The  smaller  and  less 
growth  oriented  stocks  should  lea^ 
the  market  through  1993.  Measu 
the    overall    market's    progress    b\T 
watching  that  of  the  \'alue  Line  Index) 
(the  "arithmetic"  one,  not  the  geo- 
metric one). 

Stocks  I  expect  to  shine  include 
Westeni  Publishing  (10,  o-t-c),  the. 
leading  vendor  of  children's  books.  It 
sells  at  book  value,  about  9  times  my 
expectation  for  postrecession  earn- 
ings, and  has  virtually  no  debt.  It  scH)n 
should  revisit  the  mid  20s,  where  it 
traded  two  years  agt>. 

Southdown  (16),  America's  third 
largest  cement  firm,  sells  at  half  its 
1990  peak — actualK  as  low  as  it  w  as  in 
1982.  It  will  lose  money  this  year,  but 
that's  why  it's  cheaj-v — aK)ut  85%  of 
btH)k  value  and  8  times  postrecession 
earnings. 

ijirnno  [  19V  the  apparel  firm,  sells 
at  one  third  of  revenue,  l25%of  Kx)k 
and  8  times  earnings,  all  of  which 
shmild  be  aided  by  its  current  vcr>'  hot 
.\y.\  campaign.  Hi 
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■^"""a  newsletter  makes  extravagant  claims 
r  its  performance,  watch  out.  It  is  probably 


:aggerating— and  possibly  lying. 


ies  and  near  lies 


ark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
wsed  Hulbert  Financial  Digest.  His  newest 
3y[|i  pook  is  The  Hulbert  Guide  to  Financial 
Ivan  "Newsletters  (New  York  Institute  of  Finance). 
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ifOU  COME  TO  EXPECT  a  little  fudging 
n  the  blurbs  used  by  movie  distribu- 
ors  in  their  advertising.  Snippets  of 
liq  jraise  are  extracted  from  negative  re- 
bijlviews  and  presented  as  the  truth.  But 
icitslwhen  does  a  blurb  cross  the  line  from 
;a't|exaggeration  to  a  lie? 


< 


I  thought  about  this  several  days 


ago  on  coming  across  an  advertise- 
ment for  Jay  Schabacker's  Mutual 
Fund  Investinpf.  The  ad  contained  this 
headline:  "Rated  #1  By  Hulbert." 
This  blurb  is  not  an  exaggeration;  it  is 
not  a  rating  taken  out  of  context.  It  is 
a  fabrication.  Mutual  Fund  Investin^i 
is  not  now,  nor  has  it  ever  been,  rated 
number  one  by  my  digest. 

To  justify  its  phony  claim,  Scha- 
backer's Mutual  Fund  Investtn£[\cncr 
reproduces  the  Hulbert  ratings  for  a 
number  of  investment  letters  that  did 
worse  than  Mutual  Fund  Investinjf 
and  then  showed  that,  compared  with 
these.  Mutual  Fund  Investin^i  is  num- 
ber one.  Schabacker  simply  ignored 
all  letters  that  did  better  than  his.  This 
is  roughly  akin  to  Michael  Dukakis 
declaring  that  he  finished  first  in  the 
1988  presidential  election  by  compar- 
ing his  tally  with  those  of  the  Libertar- 
ian and  Socialist  parties  and  just  for- 
getting about  George  Bush. 

In  fact,  Mutual  Fund  Investinjfs 
performance  ranks  near  the  bottom. 


Among  the  14  mutual  fiand  letters  1 
have  tracked  since  the  beginning  of 
1986,  Mutual  Fund  Investing  is  in 
12th  place. 

What  does  Schabacker  have  to  say 
for  himself)  He  rationalizes  his  claim 
of  being  top-rated  by  arguing  that  the 
services  he  ignored  are  not  as  well 
known  as  those  he  did  compare  him- 
self with.  Oh  yeah.'  Among  the  letters 
his  ad  ignored  are  Investors  Intelli- 
gence (which  has  been  published  for 
30  years  longer  than  Schabacker's), 
Stan  Weinstein's  Professional  Tape 
Reader,  Peter  Eliades'  Stockmarket 
Cycles,  Paul  Merriman's  Fund  Ex- 
change, Professional  Timing  Service, 
Fidelity  Monitor,  Mutual  Fund  Strat- 
egist, and  the  Peter  Dag  Investment 
letter.  Several  of  these  are  much  bet- 
ter known  than  some  of  the  services 
Schabacker  did  compare  himself  with, 
such  as  Margo's  Market  Monitor  and 
Tour  Window  into  the  Future. 

This  isn't  the  first  time  Schabacker 
has  taken  liberties  with  the  truth. 
Another  advertisement  several  years 
ago  pointed  out — correctly — that  his 
father  was  R.W.  Schabacker,  the  fam- 
ous financial  editor  of  Forbes  in  the 
1930s.  It  added  that  his  uncle  was 
Robert  D.  Edwards  (who  with  John 
Magee  wrote  the  classic  Technical 
Analysis  of  Stock  Market  Trends). 
From  this  limited  basis  in  fact,  this 
advertising  soared  off  into  the  fanci- 
fiil.  It  said  "the  ablest  pupil  either  of 
these  Wall  Street  giants  ever  taught 
was  R.W.  Schabacker's  own  son. 
Jay."  Remarkable.  Jay  was  born  two 
months  after  his  father's  death. 

Unfortunately,  Schabacker's  out- 
rageous advertising  is  hardly  unique. 
His  trick  of  comparing  himself  only 
with  letters  that  have  done  less  well 
turns  out  to  be  quite  common.  Sever- 
al years  ago,  for  example,  promotion- 
al literature  for  Donoghue's  Money- 
letter  claimed  that  it  was  among  the 
top  finishers,  for   1987  when  com- 


pared with  those  mutual  fiand  letters 
that  editor  William  Donoghue  con- 
sidered to  be  his  "real  competition." 
Of  course,  virtually  all  of  those  fund 
letters  that  had  done  better  than  Don- 
oghue's weren't  considered  to  be  his 
"real  competition." 

Another  common  trick  is  to  focus 
on  one  short-term  period  while  ig- 
noring dismal  long-term  results.  For 
example,  Joe  Granville's  promotional 
literature  currently  is  claiming  that 
the  Granville  Market  Letter  is  "in  the 
uncontested  #1  spot  according  to  the 
Hulbert  Financial  Digest.''^  True.' 
Only  for  year-to-date  performance. 
Granville's  letter  remains  in  the  un- 
contested last  place  among  all  letters 
I've  tracked  since  1980. 

While  not  all  market  letters'  adver- 
tisements are  misleading,  so  many  of 
them  are  that  you  can  protect  yourself 
only  by  adopting  a  skeptical  attitude 
toward  all  of  them.  Newsletter  pub- 
lishers often  confess  to  me  privately 
that  while  they  realize  they  are  making 
unrealistic  performance  claims,  they 
are  forced  to  do  so  out  of  economic 
necessit^^  Realistic  claims  don't  excite 
very  many  to  subscribe. 

All  of  which  tells  me  that  there  must 
be  a  lot  of  investors  out  there  with  no 
sense  of  reality.  While  they  think  in- 
vestment miracles  are  possible,  they 
overlook  that  over  the  last  decade  the 
bull  market  has  averaged  just  a  1 5%-a- 
year  total  return — and  even  this  is 
freakishly  high.  Over  the  longer  term, 
stocks'  return  has  been  closer  to  10%. 
This  should  be  your  starting  point  for 
expectations  in  the  1990s.  With  a 
smart  adviser,  you  might  do  a  bit 
better,  perhaps  as  much  as  15%. 

The  top-performing  letter  over  the 
last  1 1  years — the  Zweig  Forecast — 
achieved  a  19%  annualized  return. 
Long-term  returns  that  beat  the  mar- 
ket by  more  than  four  points  a  year  are 
so  rare  that  for  all  practical  purposes 
we  can  declare  them  unsustainable. 
You  as  an  investor  will  be  setting 
yourself  up  for  disappointment  and 
possibly  hca\y  losses  ifyou  trust  adxis- 
ers  who  claim  they  can  consistently 
beat  the  market  by  huge  margins. 
Peter  Lynch  was  one  of  the  smartest 
money  managers  of  the  past  decade, 
and  he  was  smart  enough  to  quit 
while  he  was  still  well  ahead  of  the 
market.  He  certainly  knew  he 
couldn't  do  it  forever.  Hi 
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In  bear  markets,  it's  smart  to  remind  yourself  that 

the  world  isn't  coming  to  an  end.  In  bull  markets,  it's 

smart  to  remind  yourself  that  trees  don't  grow  to  the  sky. 

When  dumb  is 
smart 


I  -f' 


BY  FREDERICK  E.ROWE  JR. 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 


In  1965  Steve  McQueen  starred  in 
The  Cincinnati  Kid,  the  classic  poker 
movie  of  all  time.  This  movie  has  so  far 
saved  me  from  becoming  ultrabroke 
or  ultrarich.  The  climactic  scene  in  the 
movie  involves  a  showdown  hand 
of  five-card  stud  between  Steve 
McQueen  ("The  Kid")  and  Edward 
G.  Robinson  ("The  Man"). 

This  scene  made  an  indehble  im- 
pression on  me  during  my  school 
years.  With  three  cards  dealt,  Robin- 
son bets  heavily  on  a  possible  flush,  a 
stupid  bet  if  there  ever  were  one, 
particularly  since  McQueen  has  a  pair 
showing.  The  pot  gets  bigger  and 
bigger.  McQueen  ends  up  with  a  full 
house — aces  over  tens — which  loses 
to  Robinson's  straight  flush.  When 
Robinson  turns  his  hole  card,  the  jack 
of  diamonds,  McQueen  looks  as 
though  he  is  going  to  throw  up.  He 
has  been  wiped  out. 

The  movie  soundtrack  is  throb- 
bing. Sweat  is  dripping  down 
McQueen's  face,  as  he  stares  at 
Robinson's  hand  in  disbelief 

"That's  down  to  what  it's  all  about. 
Kid,"  says  Robinson.  "Making  the 
wrong  move  at  the  right  time." 

"Like  life,  I  guess,"  says  McQueen. 
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Actually,  it  is  a  lot  like  the  stock 
market  in  199L 

A  poker  player  risks  his  money 
without  knowing  the  cards  that  he 
will  draw  and  without  knowing  the 
cards  that  his  opponent  will  draw.  He 
anticipates  and  judges  the  odds.  Simi- 
larly, a  stock  market  investor  risks  his 
money  without  knowing  how  the  in- 
dividual companies  he  owns  will  per- 
form and  without  knowing  the  direc- 
tion that  stocks  in  general  will  move 
or  the  course  that  the  economy  will 
take.  He  may  kid  himself  that  he 
knows  the  future  with  some  certainty, 
but  in  his  heart  he  knows  the  future  is 
unseeable. 

When  the  stock  market  took  off^  in 
January,  stocks  were  expensive  rela- 
tive to  traditional  valuation  yard- 
sticks: book  value,  price/earnings 
ratios  and  dividends.  The  odds, 
therefore,  did  not  seem  to  favor  a 
fabulous,  new  bull  market.  Further,  it 
seemed  to  follow  that  since  the  prices 
of  real  estate,  art,  stocks,  private 
companies,  etc.,  had  risen  with  the 
reckless  expansion  of  private  credit  in 
the  1980s,  that  they  would  continue 
to  fall  with  the  contraction  of  pri\ate 
credit  in  the  1990s.  In  fact,  with  the 
exception  of  the  stock  market,  those 
other  entities  have  continued  to  de- 
cline in  value. 

Finally,  the  consumer,  whose  ag- 
gressive spending  had  sustained  the 
economy  since  1982,  did  not  appear 
to  be  in  a  position  to  help  out.  Flat  to 
declining  real  incomes,  a  low  savings 
rate  and  high  debt  levels  seemed  to 
indicate  that  the  engine  of  prosperity- 
had  fmalh'  worn  down. 

So  all  the  odds  seemed  to  point  to  a 
lower  stock  market. 

Nevertheless,  the  stock  market  has 
made  a  huge  and,  I  think,  long  odds 


bet.  Nearly  all  of  the  major  stocl 
market  indexes  have  made  recon 
highs.  The  stock  market  is  the  bettinj 
mechanism.  Are  the  winning  card 
really  there?  Has  the  stock  markc' 
made  the  wrong  move  at  the  ri 
timer  Have  stock  market  placers  u, 
effect  bet  heavily  on  a  three -card  flusl 
and  ended  up  with  a  straight  flush? 

Maybe.  But  a  writer  friend  con 
fronts  my  financial  skepticism  as  fol 
lows:  "Shad,  you  just  don't  get  it ,  d( 
you?  With  Desert  Storm  and  with  tht 
collapse  of  Russian  communism,  thi 
is  ?^^  auspicious  historical  moment  foi' 
world  capitalism.  The  U.S  is  now  thi 
world's  unquestioned  economic  anc 
military  leader.  Can  you  imagine  what 
it's  going  to  be  like  when  all  thosi 
Russians     start     buying     Americar 
goods?  Yes,  the  stock  market  is  high 
but  it  is  going  much,  much  higher." 

It  seems  to  me  that  people  like  me. 
who  failed  \o  embrace  the  1991  bull 
market,  made  an  intelligent  error,  as 
opposed  to  an  unintelligent  error.- 
That  is  a  very  small  consolation.  Stev 
McQueen  made  the  intelligent  bet  in 
a  big-time,  no-limit  poker  game.  He*  ''*^' 
was  wiped  out.  '  ^■ 

But  unlike  the  poker  game  in  the  ^^' 
movie,  the  stock  market  game  ne\er^  ^^ 
ends.  So  where  do  we  e;o  fi-om  here?-  '"^ 
Does  the  exciting  new  era  for  worldt  ^'^ 
capitalism  justifi*'  valuation  levels  thatl  ^ 
in  the  past  have  been  only  briefly^  ^ 
exceeded,  invariably  to  be  followed  by    " 
brutal  declines?  Current  stock  market'  ^^'^ 
N'aluations     approximate     those     of-  -^^ 
1929,  1937, 1973  and  1987.  Each  of' 
these  periods  of  stock  market  eupho- ' 
ria  was  rew arded  with  a  rude  awaken- 
ing— a  market  drop  of  frightening 
proportions.  ' 

Is  it  different  this  time?  Can  we 
forget  federal  and  local  deficits  that 
seem  only  to  grow ?  Can  we  forget  • 
that  consumers  really  are  tapped  out? ' 
Can  we  ignore  the  tact  that  private 
credit  continues  to  contract  as  public 
credit  continues  to  expand?  I  don't 
think  scv 

In  a  bear  market,  it  is  hclptlil  for 
inxestors  to  remind  themselves  that 
the  wurld  generally  dtKs  not  come  to 
an  end.  Similarly,  in  a  bull  market, 
w  hen  all  the  talk  is  o{\\  marv  clous  new- 
era,  it  is  also  helpful  tor  investors  to 
remind  themselves  of  that  age-old 
tact:  Trees  don't  grtn\  to  the  skies. 
This  one  won't  either.  ^ 
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;M  stock  has  managed  to  decline  sharply  in  a  rising 
larket.  But  don't  write  the  company  off. 
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.BY  CHARLES  E.BABIN 
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Charles  E.  Babin  is  managing  director  of  BRS 
Capital  Management,  Inc.,  an  investment 
management  firm  in  Boston. 


Is  IBM  a  bellwether  stock?  Is  the  weak- 
ness in  IBM  a  danger  sign  for  the 
market?  Over  the  last  six  months  ibm's 
stock  price  has  dropped  nearly  25%. 
On  the  very  day  the  Dow  closed  at  an 
alltime  high  of  3055  (Aug.  28),  the 
^ock  closed  at  $94.50 — less  than  3 
points  above  its  52 -week  low. 

Fortunately,  the  case  for  IBM  as  a 
bellwether — literally,  a  belled  sheep 
that  leads  the  flock — is  unconvincing. 
To  function  as  a  bellwether,  IBM's 
share  price  ought  to  demonstrate  an 
ability  to  lead  the  market.  Statistical 
testing  fails  to  identify  any  such  rela- 
tionship. What's  more,  IBM's  share 
price  has  moved  in  the  opposite  direc- 
tion from  the  Dow  36%  of  the  time  on 
a  quarterly  basis  since  1979.  So  de- 
spite its  being  one  of  30  stocks  in  the 
Dow  Jones  industrial  average,  inves- 
tors should  draw  no  inferences  on  the 
market  from  IBM's  recent  drubbing. 

A  better  explanation  of  IBM's  weak 
market  performance  is  in  a  recent 
Forbes  interview  (Au0.  19)  with  Pe- 
ter F.  Drucker,  that  keen  student  of 
American  big  business.  Drucker  said: 
"Big  companies  go  through  a 
rhythm.  In  the  IBM  growth  curve,  one 
pioneer  emerged  to  dominate  the 
field.  When  the  company  becomes 
mature,  it  has  to  fight  the  competition 


on  every  front — software,  PCs,  etc." 
In  Drucker's  view,  adapting  to  to- 
day's saturated  computer  market 
means  ibm  "is  going  to  be  on  the 
defense  for  ten  years,"  much  like 
General  Electric  in  the  Twenties  and 
General  Motors  today. 

This  says  to  me  that  ibm  is  now  a 
cyclical  stock,  not  a  bellwether.  With 
cyclical  stocks  "buy  and  hold"  can 
prove  costly.  IBM  is  a  case  in  point.  At 
$95,  the  stock  is  selling  at  1982 
prices.  But  remember:  Cyclical  stocks 
are  just  that:  cyclical.  Bought  at  the 
right  time  and  the  right  price,  they  can 
make  you  a  lot  of  money.  There's 
reason  to  believe  now  is  just  such  an 
occasion. 

IBM  is  not  going  bust.  The  divi- 
dend, which  is  probably  safe,  provides 
a  current  yield  in  excess  of  5% — close 
to  the  yield  of  so-called  growth  utili- 
ties and  competitive  with  today's 
money  market  rates. 

And  its  basic  business  could  be 
close  to  a  turn  because  prospects  for 
the  economy  are  bright.  There's  a 
reliable,  unbiased  way  to  anticipate 
the  inflection  points  in  the  economy, 
swings  that  are  vital  to  cyclical  issues, 
and  you  can  anticipate  these  swings  by 
monitoring    three-month    Treasury 


Why  IBM's  a  buy 
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more  than 


Probability 
of  outcome 


0% 

95% 

5 

90 

10 

85 

20 

65 

*ByDec.31. 

IBM  has  become  a  cyclical  stock.  With 
the  business  cycle  improving,  IBM  looks 
a  likely  prospect  for  a  turnaround. 


bill  yields.  In  fact,  since  1980  some 
85%  of  the  annual  fluctuation  in  GNP 
was  explained  by  credit  market  move- 
ments with  a  one-year  lead  time. 

As  I  discussed  in  my  July  8  column, 
interest  rates  have  dropped  almost 
30%  over  the  last  vear  and  roughlv 
40%  from  their  March  1989  peak 
(9.10%).  This  dramatically  improved 
interest  rate  environment  should  have 
a  big  beneficial  impact  on  the  econo- 
my and,  consequently,  on  the  com- 
puter industry.  If  history  is  any  guide, 
1992's  real  gnp  growth  rate  could 
exceed  4%,  far  better  than  the  anemic 
economy  envisioned  by  consensus 
thinkers  (2.7%),  and  welcome  news 
for  an  ailing  IBM. 

Interest  rates  can  also  play  a  role  in 
estimating  IBM's  outlook  directly.  For 
June-December  investment  periods 
since  1970,  some  40%  of  the  fluctua- 
tion in  IBM's  stock  price  can  be  ex- 
plained by  interest  rate  movements. 
IBM,  in  short,  is  an  interest-sensitive 
stock  and  is  becoming  more  so.  Mea- 
sured from  1980,  changes  in  interest 
rates  capture  about  75%  of  IBM's  stock 
price  variation. 

The  table  lists  possible  appreciation 
outcomes  for  IBM  over  the  balance  of 
1991  as  cast  from  this  interest  rate 
minimodel.  The  bottom  line  is  imme- 
diately apparent.  Even  without  con- 
sidering its  yield  support,  IBM's  prog- 
nosis is  encouraging.  At  any  price 
under  $100,  the  odds  favor  a  signifi- 
cant rebound  for  the  stock  over  the 
next  six  months  or  so.  A  20%  move  is 
not  out  of  the  realm  of  possibility'. 

IBM  is  looking  good  on  a  fiinda- 
mental  basis,  too.  According  to  David 
Korus,  a  securities  analyst  at  Kidder, 
Peabody,  the  company  is  just  begin- 
ning to  ship  the  high  end  of  its  new- 
generation  mainframe  product. 
(Mainframes  account  for  roughly 
one-half  of  IBM's  revenues  and  proved 
to  be  its  Achilles'  heel  during  the 
current  economic  slump.)  This,  in 
combination  with  a  better  business 
climate  and  other  product  introduc- 
tions, could  produce  earnings  per 
share  on  the  order  of  $9.50  in  1992— 
up  sharplv  from  this  vear's  estimate 
of  $4. 35.' 

For  investors  willing  to  buck  pre- 
vailing sentiment,  the  reward  could 
be  substantial.  Now  is  not  the  time  to 
sour  on  the  stock.  Remember:  no 
guts,  no  glory.  ^ 
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FINANCIAL  SERVICES 


CORPORATE  ITEMS 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely  vulnerable 
stocks  (rated  8  or 
9)— including  some 
very  famous  names 
— wfiich  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance  of 
my  key  market  indicators  which 
helped  make  The  Zweig  Forecast 


"1  IN  PROFITS  for  the  whole  decade 
through  12/90  among  all  advisory 
services  tracked  by 
Hulbert.  (Past  results 
do  not  guarantee 
future  results.)  Call  to- 
day for  bonus  Per- 
formance Ratings  and 
gift  book  with  your 
Zweig  Forecast  trial. 
Time  is  crucial.  ^^^^^  ^^^^^^ 

Three-Month  Trial  $55. 
One  Year  $265.  Visa/MC. 
1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  1 1 793-0926 


Introductory  Trial 

Value  Line 
Only  $6^$55 


An  introductory  subscription  to  The 
Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — Value  Line's  most 
recent  ratings  and  reports  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $88^  $55.  Available  only 
once  every  two  years  to  any  house- 
hold. 30  day  Money-Back  Guarantee. 

Call  ToU-Free^'^ 
1-800-833-0046^ 

(txt.  2'^OMVpt.  M6E50) 
American  Express,  MasterCard  or 
Visa.  7  days  week,  24  hrs.  a  day. 


BUSINESS  OPPORTUNITIES 


US 


Investment  Report 


Try  USIR  for  immediate  access  to 

■  A  7-year  record  of  picking 
stock  market  leaders. 

■  Two  model  portfolios  with 
remarkable  results. 

■  Strategies  proving  low  risk 
can  net  better  returns. 

■  Pinpoint  stockpicking  as 
opposed  to  shotgun  choices. 

B  Easy-to-read  analyses  free 
of  technical  jargon. 

SEE  FOR  YOURSELF 

Four  issues  $39  One  year  $228 

Visa/MC    212-995-2963 

U.S.  INVESTMENT  REPORT 

25  Fifth  Ave,  40,  NY,  NY  10003 


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Call/Write  for  FREE  KIT: 

P.O.  Box  464-FB 

Wilmington,  OE  19899 

800-321-CORP  •  302-652-6532 


mn' 


THE  PAYPHONE  REVOLUTION 
THE  P.WPHONE 
COMES  OF  AGE 

CNN  Reports  "The  Compact  Table 
Top  Payphoiic  Is  The  Slronjicst 
l-orcc  In  The  Payphone  Induslry 
Toilay"  It  Oilers  Convenience. 
AlTordability  And  Hiph  Prolits. 
Company  hsiablishes  Locations 
Minimum  Capital  Required 
'(.22.500.  lor  Turnkey  Operation. 
Company  financing  Available  For 
Larger  Investments.  Call 
l-80«-99<).|0«).^  LLC    Lid 
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MIRACLE  POLISHING  CLOTH 

Cleans/polishes  ANY  surface  liKe  magic 
Inslanlly'  Terrific  10  second  domonslrationi  Fast 
$3  49  seller  pays  $2  90  prulil>  Big  volume  Chain 
Store  Item  Exclusive  tomiory 

and  Fast  Start 


FREE  SAMPLE 


Protit  KItl 


QPC      Oli'fb      WASHINGTON  AVENUE 
nOO     ST  LOUIS.  tvIO  63103  1989  USA 

Phone  or  write:  314-241-8464 


S    OVER  ONE  BILLION    S 

WORTH  OF  BUSINESSeS  'ARMS  «  RANCHES 

FOR  SALE  BY  OWNERS 
MANY  OFFERING  OWNER  FINANCING' 
To  List  or  Buy  Call  Toll  Free  1-800-999SALE 
...nrv    NO  BROKERAGE  FEES 


m 


GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 


Save 

50% 


FRE£  CERTIFICATES 

AWARD  PLAQUES  WHOLESAU 

Perfect  award  to  show  appreciation  ar 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHGRE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  MGMBER  205-349-3765^ 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscaloosa,  Alabama  35403 


0 


PERSONALIZED 

ENGRAVING  SERVICES 

PENS  (MONT  BLANC.  CROSS,  WATERMAN, 

COLIBRI,  ETC.)  PLAQUES.  EXEC  GIFTS. 

LOGOS  AND  SIGNATURES  AVAIL 

♦••48  HOUR  TURNAROUND'^* 

PJZ  ENGINEERING  CALL  TODAY 

I  800-321-3508  I  800-273-1949  NJ 

9  NO.  BEVERWYCK  RD. 

fm  LK.  HIAWATHA  NJ  07034 


FRANCHISING 


Franchise 

your  business! 

For  the  expert  help  you  need 

to  become  a  franchisor, 
call  the  franchise  specialists. 

Francorp' 

New  York  Chicago         Los  Ang«l«s 

m.  rof.   N»  iwr    0'»me  i  '.tmi  'l  »64bi   lai  i*ff*\  u  •on* 
(212)  922-3C00    (70«)  481  29O0     (213)  3M-OftOO 

1-800-877-1103 


FRANCHISFYOUR 

BUSINESS  S2, 900 


IN,30i:)AYS 

I  Yeir  Free  Consultation 

Top  Franchise  Pros. 


^1^ 


J  FRANCHISES 


THAT 
^SELL 


604-662-6446 


FRANCHISE 
YOUR  BUSINESS 
JUST  RELEASED: 

The  only  "Do  It  Yourself 
Franchise  Kit"  Low-Cost. 
Easy-to-Follow,  Free  Informa- 
tion call!  1-800-444-4199 


BUSINESS  SERVICES 


-RESEARCH  RBHMl 

19.278  academic  lopics  avaiiablJ 
Send  $2  00  for  the  272-page  catala] 
Custom-written  reports  also  avaiiaO 

RESumi/usmMici 

11322  cano  Ave    »206FV 

LosAngeies  CA  90025 

Toll  Free  Hotline:  800-351-0222 

(California  213-477-8226) 


EDUCATIONAL  SERVICES  J 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  OOCTORA' 


] 


F«  Mrt.  Lift  Ml*  ktltm 


1-«XM23-3244 

FAX  (213)  4T1-645I, 


•or  FiM  EtHuMi 
Pacific  Western  I'niversity 

600  N  St^-»  »«   1>»  '»S  !■(»  AaggB.  C*  9004'- 


^! 


FREE  COLLEGE  TAPi 


•  EXTERNAL  DEGREES  • 
TOLL  FREI  24  tir%.  (SOO)  759-0O09 

l>  SALwE  JN(VC1»SITV 


I 


FREE 
CATALOG 

t)f  hiisiness  tuHiks  far  stilt 
by  the  I'.S.  Gtwernnient' 

Wnic  i«> 

Frrf  BuMncv%  (  ank-in 

I'  S   i.o»riT\mc™  Pnn<in|(  Office 

Ollur  .<l  Mjrkctinji— St»>j>  SM 
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'XECUTIVE  GIFTS 


•D  CARVED  MAHOGANY 
RGHTERS 


*^ 


.7  nodn  ore  hono- 

:  'row  DC  'nCTO90ny  w* 
^ztfScd  no/v^  and  ot^'^ 
■jO  mode*!  *i  tftxi 
"$99  50 

'1800-950  9944 


r  \4  II H 


WOW^  lUfiMC  MWEb 

MFM 

taosoumtB 


EXECUTIVE  GIFTS 


For  Back  Relief  & 
Stress  Reduction 


Our  leather  executive  recliner  is  like 
no  other  chair  in  the  woM' 

Adjustable  from 
upright  to  a  fully 
horizontal        ,— 
position. 


Home 

Model 
Available 


RarkSav-er     f  "^  u  p.j.  otaios 

'-'***-'^-J"^^'        I-800-2S1-22U 

53  Jeffrn  A«    Dept    ft:  Hollislon.  MA  01746 


WINE  CELLARS 


WINE  CELLARS  BY 


28  HANDMADE  WOOD  MODELS*  1 14  TO  3400  BOTTLES  ♦MAbE  in  us  a 

FACTORY  DIRECT  TO  YOU  "'^^TscovTr^' 


DESCRIPTION  APPRX  CAPACITY  |^^ 

Upright  400  S2^re 

Uonght  600  2<vv5 

Credenza  280  2695 

Comoact  114  1395 

TwoDoofS  230  1795 

Fur  Vault  8  to  10  Furs  2W5 

His  and  Hers  300  bottles  4/5  Furs  3995 
Designers  non  wood  model  60  bottle  gloss  doo'  899 


YOUR 

COST 

$1695 

1995 

1795 

995 

1195 

1995 

2995 

659 


WnO/emp /n/7*  134  W  131st  St  (PO  Box  6161E)*  Los  Angeles.  CA  90061 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719-9518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS  WE  WILl  NOT  BE  UNDERSOLD  ♦  CAlL  US  fiRSl 


FURNITURE 


COMMERCIAL  REAL  ESTATE 


"■Jxl 


REE  COLOR  CATALOG 


Revolving  Bookcases.  Solid 

Mahogany  &  Other  Hardw/oods 

'^  Factory  Direct  Prices 

I  Time-N-TimberWoodcrafters.Inc 
FB.Box355.Silverhill.AL  36576 


1-800-368-3943 


COMPUTERS 


iRRYmflC 


INDUSTRIESINC 


Our  15th  year  of  DISCOUNTS 

Tandy'  Computers 
adio  Shack*  ptx>nes  . .  .  and  rrK>re 

Toll  Free  800-231-3680 
'511  Katy  Fwy  Katy  (Houston)  TX  77450 
1713-392-0747     Fax  (713)  574-4567 


MISCELLANEOUS  FOR  SALE 


m  INVESTMENT  GEMSTONES! 
M  lUARANTEED  LIQUIDITY!!! 

r  buy  &  sell  Dianwnds  and  ail  FYecious 
,    imstones    Free  wholesale  catalog  since 
J    67'  Member  Jewelers  Board  of  Trade  & 
'm  lamber  of  Commerce 
T  HOUSE  OF  ONYX 

I  One  Main  Street 

I         Greenville.  Kenmcky  42345 
fi       TOLL  FREE  l-«»-«2«-«352 


FORBES  MARKET/ 
CLASSIFIED 

Adyertising  closing  date  is  one 
month  preceding  date  of  issue. 

Frequency  discounts  available. 
Payment  must  accompony  order 
unless  from  accredited  agency. 

FOR  ADDITIONAL 

nrroRMATioN 

WRITE  OR  CALL: 

LINDA  LOREN 

FORBES  MARKET/ 

CLASSIFIED 

60  Fifth  Ave.,  N.Y.,  NY  10011 
(212)  620-2440 


OUTSTANDING  MANUFACTURING 
PROPERTY  AND  LOCATION 

Once  the  largest  food  processing  plant  (under  one  roof)  in  the  world;  over 
1 ,500,000  square  feet.  Suitable  for  many  types  of  manufacturing  uses,  easily 
sub-dividable.  Excellent  labor  market,  transportation  facilities,  and  geo- 
graphic location;  175  miles  from  New  York  City  on  93.75  acres.  Many  other 
attractive  business  advantages  and  amenities. 

For  further  information  please  call,  fax,  or  write:  J.L.  COLLIER, 

Compass  Foods,  3300  Pennsy  Drive,  Landover,  MD  20785 

Phone  (301)  773-9586;  Fax  (301)  322-5343 


CORPORATE  ITEMS 


IMAGE  BUILDERS 


Promote  your  busiDess. . .  Everyday 
low  prices  on...    ^^ 


IMPRINTED    , 
COFFEE  MUGS 
AS  LOW  AS 

$1.29 


rrr^ 


C  '^oose  from 
"  hundreds  of  Items. 

CAU  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


It  keeps 

more  than 

memories 

alive. 

THE  AMERICAN!  HEART 

ASSOCIATION 
MEMORIAL  PRCliRAM. 

Ameocon  Heart  Association 

provided  as  a  public  ser,<ce 

FbrbesiCapitalistTool 


® 
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EDITED  BY  THOMAS  JAFFE 


The  fully  invested  bears 

iHH  SKHiTics  thought  Jimmy  Con- 
nors was  over  the  hill,  but  he  showed 
'em.  O^nnors,  39,  beat  a  succession 
of  younger  players  at  this  year's  U.S. 
Open  before  succumbing  to  21  -year- 
f)ld  Jim  CJourier  in  the  semifinals. 

Ck^nnors'  run  reminds  technical  an 
alyst  Justin  Mamis,  of  New  York's 
Gordon  Capital,  of  the  stock  market 
today.  For  months  the  bears  have 
been  saying  the  market  was  riding  for 
a  fall.  But  just  like  O^nnors,  the  mar- 
ket has  shown  a  remarkable  abilit\'  to 
rally.  The  result,  says  Mamis,  is  that  it 
appears  to  have  made  believers  of 
many  a  skeptic.  He  calls  them  "fully 
invested  bears,"  who  at  this  point  are 
actually  pulling  for  a  continued  rally. 

Here's  how  Mamis  explains  the 
market's  current  strength: 

"Nowadays,"  he  says,  "the  party 
line  goes:  'I  see  the  same  problems 
you  do,  but  it  hasn't  paid  to  sell; 
stocks  keep  coming  back  from  weak- 
ness. .  .  .  This  sideways  pattern  is  the 
worst  case — the  market  can  go  down 
200  points  anytime  it  wants  to,  but 
I'm  going  to  be  a  buyer.'  " 

This  is  not  a  good  sign  for  the 
market.  "Bought-up-ness,"  Mamis 
goes  on,  "accompanies  tops;  buying 
dips  help  make  tops.  But  more  impor- 
tant than  those  traditional  patterns  of 
behavior  is  the  ovcrconfldencc.  Kven 
when  a  stock's  chart  has  been  warning 
about  its  weakness  and/or  its  inability 
to  rally  while  the  averages  were  doing 
so,  such  comfortableness  lulls — so 
that  'unexpected'  bad  news  leads  to 
abrupt  and  collective  selling."  A  few 
recent  cases  where  this  happened: 
Browning-Ferris  and  the  Limited, 
both  of  which  lost  several  points  on 
poor  news  reports  in  early  September. 

Mamis  advises  selling  stocks  that 
didn't  participate  in  the  200-point 
post-Soviet-coup    rebound.     Hxam 
pies:  AMR,  UAl,,  Delta,  Honeywell,  H 
Systems,  Lx)ral  and  Scientific-Atlanta. 

Also  sell  if  a  stock  has  temporarilv 
rebounded  but  you  still  don't  think  it 
is  acting  well.  Among  Mamis'  exam- 
ples: Pitney  Bowes,  Procter  &  Cam 
ble,  Ceorgia  Pacific,  Upjohn,  Ameri- 
can   Brands,    J.C.    Penney,    Kmart, 
Johnson     &     Johnson,     Lockheed, 
Raytheon,  National  Medical  I^nter 
prises,  Humana,  Champion  Interna 
tional,   McDonald's,  Westinghouse, 
Melville,    PepsiCo,    Control     Data, 


Jimmy  Connors  at  the  U.S.  Open 
He  rallied  but  finally  lost. 
A  metaphor  for  the  market? 


Comdisco,  Digital  Fiquipmcnt,  IBM, 
Wells  Fargo,  Campbell  Soup,  Tan- 
dem Computers  and  U.S.  Surgical. 

Just  because  the  market,  like  (>)n- 
nors,  has  lately  done  well,  Mamis 
concludes,  doesn't  mean  it  is  making 
a  fresh  move  upward.  "Fiventually 
came  sloppiness,  slowing  a  step  as 
points  were  lost,  and  too  much  care- 
fulness instead  of  rejuvenation."  Ma- 
mis is  talking  about  Cxjnnors  but  de- 
scribing the  stock  market. 

Defensible  defense  play 

iNrHRHSTHi)  IN    a    Company    whose 
backlog  is  roughly  two  years'  worth  of 
revenues?  Then  you  may  like  $6.1 
billion  (estimated  1991  sales)  Martin 
Marietta  (x)rp. 

The  defense  contractor?  Yes,  but 
analyst  (Charles  Neuhauser  of  Balti- 
more's Investment  Counselors  of 
Maryland  thinks  Bethesda,  Md.- 
based  Martin  will  hold  up  well  as 
defense  spending  falls  because  it  is 
strong  in  defense  electronics.  As  Sad- 
dam Hussein  unvvittingh'  helped 
prove,  electronics  is  an  area  in  which 
the  Pentagon  can  get  a  lot  of  results 
for  ever\'  buck  it  spends.  Martin  Mari 
etta  produces  the  Lantirn  night  vision 
system  and  does  computer  simulation 
work  for  the  sni  program. 

Martin  al.so  manutactures  the  Patri 
ot  missile,  which  anchored  Allied  air 
defenses  during  the  Ciult  war;  the 
space  shuttle's  external  tiiel  tanks;  and 
the  Titan  IV  rocket,  to  be  used  by  the 
Air  P'oice  for  the  launch  of  unmanned 
satellites  throuuh  at  least  1995. 


i^ 


Another  plus:  Neuhauser  estimat^'  * 
1991  net  income  plus  depreciation 
S558    million,   or   SI  1.50   a   shar 
Meanwhile,  capital  spending  for  tJ 
year  should  run  at  less  than  S5  a  shar 
Such  excess  cash  flow  show  s  how  tl  \ 
company  has  been  able  to  repurcha  I 
nearly  5  million  shares  during  the  la 
two  years  and  will  probably  bu\'  bai 
more.  (There  are  currendy  48.8  m 
lion  shares  outstanding.) 

Assuming  no  shares  bought  bac 
Neuhauser   estimates   the   companf^ 
will  report  net  income  of  S7.10 
share  this  year  and  S7.75  in  199j 
With  the  stock  recently  at  53%,  ju 
seven  times  next  year's  prospecti\ 
earnings,  he  notes  that  Martin's  P/J 
relative  to  the  s&P  500,  is  at  th 
bottom  of  its  ten-year  average  rangt^ 
Neuhauser  thinks  the  stock  will  go  t! 
75  over  the  next  12  to  18  months. 

Beating  the  big  guys 

Airborne  Freight  Corp.,  based  i;i 
Seattle,  runs  Airborne  Express,  al 
express  deliver}'  service  throughow 
the  U.S.  The  company  operates  aboui 
65  aircraft  and  has  its  own  airport  lui 
and  sorting  center  in  Wilmington 
Ohio.  With  likely  1991  sales  of  SI. .4 
billion.  Airborne  is  up  against  larger 
formidable  competitors  Federal  H\ 
press  and  United  Parcel  Service.  Vc  - 
Airborne's  shipments  rose  more  thai 
20%  during  the  first  half  of  1991. 
versus  estimated  growth  of  5%  am 
10%  for  Fed  Fx  and  urs,  respecti\cl\ 

Why  is  Airborne  gaining  marke 
share?  Analyst  James  Parker  of  Atlan 
ta's  Robinson  Humphrey  points  tc 
its  low  costs,  relati\  ely  low  prices  anc 
consistently  high  level  of  service. 

Airborne  has  lately  been  bolstering 
its  balance  sheet  to  support  an  ambi 
tious  capital  program.  (Parker  esti 
mates  capital  spending  w  ill  total  S485 
million  over  this  year  and  next.)  If 
August  1990  the  company  raised  al 
most  S7{)  million  through  the  sale  ot 
nearly    2.9    million    new    shares    at 
$24.75  apiece.  And  last  month  it  sold 
$100  million  of  6^i%  subordinated 
conxertible  debentures  ^thcyVo  con 
vertible  at  $35.50  per  share). 

Near  term,  profits  have  Ix'cn  hurt 
by  the  recession.  Margins  al.so  have 
been  squeezed  because  Airborne  has 
increased  its  share  of  the  second  da\ 
shipment    business,    on    which    the 
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Icld,"  or  revenue  per  shipment,  is 

,erthanon  next-day scr\icc.  Parker 

Inmates  1991  earnings  at  SI. 74  per 

ire,  about  flat  with  1990.  But  he 

|nects a  32% gain,  to  S2.30,  in  1992, 
d  15%  to  20%  compound  growth 
rough  the  mid-1990s. 

^Although  the  stock — recent  ntse 
ice  of  28^4 — is  already  up  some  70% 
is  year,  Parker  thinks  it  could  rise 

jother  40%  or  so,  to  around  40,  over 

fc  ne.xt  12  months.  (There  are  19.3 

illion  shares  outstanding.) 


3^  Mot  credible  speculation 


ONG  major  companies,  one  of  the 
ore  disappointing  stocks  in  recent 
ars  has  been  that  ofTRW  Inc.,  which 
:rives  roughly  90%  of  sales  and  prof- 
from  space,  defense  and  automo- 
ve  products,  including  airbags.  Since 
988,  shares  of  the  Cleveland-based 
onglomerate — estimated  1991  sales 
f  S7.9  billion — have  mainly  been 
W  tuck  between  40  and  50.  Recent 
ss.  i  :ysf.  price:  43V4.  Yield:  4.2%. 
dio!  Lately,  though,  there  has  been 
h  peculation  that  IRW intends  to  sell  its 
ihi  >390  million  (revenues)  credit  re- 
Koi  )orting  business.  The  speculation  be- 
Sl.  yan  on  Aug.  23,  when  Joseph  Gor- 
m  nan,  trw's  chairman,  was  quoted  as 
ti  >fiying  the  company  was  reviewing  the 
Id  3f  rformance  of  the  credit  reporting 
h  operation.  That  same  day,  the  compa- 
^llny  stated  it  had  no  plans  to  sell  the 
liidj business  "at  this  time." 
;,v,l  There's  no  question  trw  would  rid 
bj  itself  of  a  big  headache  if  it  sold  credit 
snj  reporting.  Several  states  are  suing  the 
to|  company  over  alleged  errors  in  its 
credit  files  and  the  tact  that  it  makes  its 
data  available  to  junk  mailers.  But 
analyst  David  Moore  of  Donaldson, 
Lufkin  &  Jenrette  believes  TRW  when 
it  says  the  unit  isn't  presently  for  sale. 
He  thinks  the  business  currendy 
I  might  fetch  as  litde  as  S400  million — 
not  much  more  than  the  S330  million 
I  TRW  paid  in  1989  for  Chilton,  a  con- 
sumer credit  reporting  firm. 

Moore  doesn't  expect  trw  to  stage 
a  strong  recovery  in  1992,  when  he 
looks  for  the  company  to  earn  S3. 25  a 
share.  While  that  would  be  a  23%  gain 
over  Moore's  $2.65  esdmate  for  this 
year,  it  would  still  lag  1990  results.  He 
thinks  the  stock  could  tall  to  35  over 
the  next  12  months.  (There  are  62 
million  shares  outstanding.)  1^ 
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This  is  the  way  you  always 
imagined  the  South  Pacific 


lead  what 
l^^      Andrew  HarperT 
ide  to  unspoiled  places 
says  about  Malcolm  Forbes* 
exotic  Fiji  Island  paradise.        y  . 


I^dGavl^^Bi^pcrt' 


It's  the  vacation 
of  a  lifetime  for 
$2,600  a  week! 


'T 


aken  as  a  whole,  Fyi  is 
perhaps  the  most  idyllic  and 
hospitable  archipelago  in  the 
South  Seas,  its  essence 
springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fyi  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  comer  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-sfrewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 

and  wild  birds 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  fmd  a  traditional 
full-blown  social  resort,  but  rather 


Contact: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland.  CO  81133 
(719)  379-3263 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  enjoyed  at  the  atmospheric 
Plantation  House  . . . 

■'A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling  scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific     ■  ■  ■ 
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While  we  don't 
suggest  you  join 
skydiving 
stockwatcher 
Susan  Perkins  in 
literaly  jumping 
for  joy  over  the  new 
FORBES  FYI,  we're 
confident  you'll  find 
FORBES  Magazine's 

lifestyle  supplement  a  thrilling  experience  aU 

the  same. 

Where  else  but  FORBES  FYI  could  you  find  fun, 
informative  reading  like  this  editorial  line-up: 
Mike  Ditka  on  wine,  Disney  President  and  COO 
Frank  WeUs  on  Mt.  Everest  and  Gordon  Liddy  on 
bugs  (and  we're  not  talking  creepy  crawlers). 

If  you  bought  your  copy  of  FORBES  on  the 
newsstand  and  would  like  your  own  FORBES  FYI, 
with  its  unconventional,  engaging,  humorous 
and  highly  usable  consumer  information,  write 
to:  FORBES  FYI,  5th  floor,  60  Fif^h  Avenue,  New 
York,  N.Y.  10011  and  we'll  send  it  to  you  free. 
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[he  more  things  change  .  .  ." 
P  years  ago  in  Forbes 

jl(  )M  THE  ISSUF.  OF  OcT.  1 ,  192  1  ) 

llepublican     campaign     orators 

bmiscd  ruthless  ejection  of  super- 
It  ms  government  employees  at 
ashington  and  the  saving  of  'hun- 


"Powerful  pressure  is  being  put  on 
President  Hoover  to  [legalize]  3% 
beer.  The  proposed  modification  is 
urged  on  two  main  grounds:  first,  it 
would  raise  an  estimated  $300  million 
a  year  in  new  taxes;  second,  it  would 
be  the  first  step  in  untangling  the 
distressing  prohibition  situation." 


»*«P»««*l»»1»f*JW' 


iflMm 


tirca  1920,  an  eariy  Piggly  Wiggly  store,  first  of  the  self-service  food  marts. 


Ilreds  of  millions'  in  salaries.  The  total 
[lismissals  number  fewer  than  30,000 
ind  the  annual  saving  means  only 
bout  S45  million.  Not  a  great  deal 
lore  is  likely  to  be  done  in  this 
irection.  The  stark  truth  is  that  there 
s  only  one  source  where  hundreds  of 
illions  of  dollars  can  be  saved  by  the 
overnment,  namely,  in  our  naval  and 
ilitar\'  expenditures." 

"Judge  Landis,  sitting  as  arbiter  in 
the  Chicago  building  trades'  contro- 
versy, has  handed  down  a  decision 

'  making  wage  cuts  var\'ing  from  1 0% 
to  33%  from  the  old  uniform  rate  of 

,51.25  an  hour  for  skilled  workers. 
Carpenters'  wages  are  cut  to  $1,  plas- 
terers to  $1.10,  with  95  cents  for 
-.heet  metal  workers,  painters,  glaziers 
and  elevator  constructors." 

60  years  ago 

' From  ihk isslk of Ocn.  1 ,  1931) 
'Armchair  theorists  thunder  against 
any  increase  in  the  public  debt.  There 
are  times,  however,  when  the  ideal 
must  be  sacrificed  to  pressing  necessi- 
ty. .  .  .  We  were  overtaxed  in  order  to 
cut  down  the  public  debt  more  swiftly 
than  necessary'.  Why  not  undertax  us 
until  conditions  change?  By  following 
this  course,  change  in  conditions  will 
be  hastened.  That,  rather  than  any 
idealistic  theory,  should  be  the  para- 
mount objective  of  Washington." 


50  yeairs  ago 

(From  the  issue  of  Oct.  1 ,  1941 ) 
"U.S.-Japanese  pourparlers  are  en- 
cased in  myster\'.  Japan  has  manifest- 
ed  reluctance   to   throw  down   the 
gauntlet  to  this  country;  but  she  has 


25  years  ago 

(Fromthkisslkof  Ocr  1,  1966) 
"It's  true,  as  the  [N.Y.]  Times  and 
other  newspapers  reported,  that  Ita- 
ly's Fiat  automobile  company  has 
made  a  deal  ...  to  help  the  Soviet 
Union  build  a  modern  automobile 
plant  with  a  capacity'  of  about  600,000 
small  and  medium -size  cars  a  year. 
"What  they  didn't  report  was  that 
Hiat  will  be  serving  as  a  middleman  for 
the  U.S.  machine-tool  industr)'. 
Three-quarters  of  the  machinery'  that 
Fiat  installs  for  the  Russians  yvill  come 
from  the  U.S.  either  directly'  or  indi- 
rectly through  Furopcan  subsidiaries 
and  licensees  of  American  firms." 

"With  much  foreboding,  and  under 
pressure  from  the  Securities  &  Ex- 
change Commission,  the  Neyv  York 
Stock  Exchange  last  month  agreed  to 
revise  its  Rule  394  yvhich  forbade 
member  firms  from  dealing  off- board 
in  listed  securities.  The  revised  rule 
permits  member  brokers  to  check  the 
so-called  Third  Market  in  buying  and 
selling  for  their  customers,  and  to 
make  their  transactions  off  the  Exchange 
floor  if  the  price  is  better  elseyvhere." 
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The  trailer  park  was  bom  to  liouse  tlie  war  worlters  of  World  War  11. 


given  no  assurance  that  she  is  pre- 
pared to  abandon  her  long-fixed  am- 
bition to  become  unchallenged  mas- 
ter of  the  Orient,  to  set  up  there  a 
'neyv  order'  akin  to  the  'neyv  order' 
Hitler  aspires  to  establish  throughout 
the  continent  of  Europe." 

"National  income  this  year,  accord- 
ing to  latest  estimates,  yvill  come  close 
to  $100  billion,  about  30%  above  last 
year's  total — almost  20%  above  the 
alltime  high  for  1929." 


years  ago 


10 

(From  ihf  isslf  of  Sept.  28,  1981 ) 
"Amid  the  roar  of  crashing  bond 
prices,  the  key  federal  fimds  rate  has 
come  doyvn  by  a  significant 
amount.  .  .  .  There's  a  seeming  con- 
tradiction here — bond  yields  rising 
but  the  Fed  funds  rate  falling.  Wliy 
this  disparity'.'  [We]  believe  the  bond 
market  has  missed  a  major  cue;  it  is  so 
soaked  in  pessimism,  in  the  gospel 
according  to  Henry  Ka.uifinan,  that  it 
failed  to  recognize  the  turn."         IB 
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All  work  and  no  play  makes 
jack.  With  enough  jack,  Jack 
needn^t  be  a  dull  boy. 

When  the  joy  of  the  job's 
£lone,  when  it's  no  fun 
trying  anymore,  quit 
before  you  're  fired. 

For  some  of  us  it  seems 
like  yesterday  when  Ike  was 
in  the  White  House,  the 
U.S.  Senate  censured  Joe 
McCarthy,  and  the  Supreme 
Court  unanimously  ruled 
that  racial  se£fre£ation 
in  public  schools  was 
unconstitutional. 

Security  isn't  securities. 
It's  knowing  that  someone 
cares  whether  you  are  or 
cease  to  be. 

-Malcolm  Forbes 


A  Text ... 

Let  me  hear  thy  loving- 
kindness  in  the  morning; 
for  in  thee  do  I  trust: 
cause  me  to  know  the  way 
wherein  I  should  walk; 
for  I  lift  up  my  soul 
unto  thee. 
-Psalms  143:8 


Sent  in  by  Mrs.  J.T.  Stoops, 
Wabash,  Incl.  What's  your  favor- 
ite text?  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Who  is  rich?  He  that  is 
content.  Who  is  that?  Nobody. 
-Benjamin  Franklin 

Many  speak  the  truth  when 
they  say  that  they  despise 
riches,  but  they  mean  the 
riches  possessed  by 
other  men. 
-Charles  Caleb  Colton 

His  money  is  twice  tainted: 
'taint  yours  and  'taint  mine. 
-Mark  Twain 

I  am  indeed  rich,  since 
my  income  is  superior  to 
my  expense,  and  my  expense 
is  equal  to  my  wishes. 
-EinvARi)  Gibbon 

Money  and  sex  are  forces  too 
unruly  for  our  reason;  they 
can  only  be  controlled  by 
taboos  which  we  tamper  with 
at  our  peril. 
-Loc'.an  Pearsall  Smith 


Money:  A  blessing  that  is  of 
no  advantage  to  us  excepting 
when  we  part  with  it. 
-Ambrose  Bierce 

Money:  A  guarantee  that 
we  may  have  what  we  want  in 
the  future.  Though  we  need 
nothing  at  the  moment,  it 
insures  the  possibilit)'  of 
satisfying  a  necessary 
desire  when  it  arises. 
-Aristotle 

With  money  in  your  pocket,  you 
are  wise  and  you  are  handsome 
and  you  sing  well  too. 
-Yiddish  proverb 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  m  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  tO:  Forbes  Inc.,  60  Fifth  Ave.,  New 
York,  N.Y.  1001 1.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


If  a  fool  and  his  money  are 
soon  parted,  why  are  there 
so  many  rich  fools? 
-Anonymous 

It  seems  to  be  a  law  of 
American  life  that  whatever 
enriches  us  anywhere  except 
in  the  wallet  inevitably 
becomes  uneconomic. 
-Russell  Baker 

To  desire  money  is  much  nobler 
than  to  desire  success. 
Desiring  money  may  mean  desiring 
to  return  to  your  countr\',  or 
marr\'  the  woman  you  love, 
or  ransom  your  father  from 
brigands.  But  desiring  success 
must  mean  that  you  take  an 
abstract  pleasure  in  the 
unbrotherly  act  of  distancing 
and  disgracing  other  men. 
-G.K.  Chesterton 

Just  as  soon  as  people  make 
enough  money  to  Uve 
comfortably,  they  want  to 
live  extravagantly. 
-Anonymous 

God  makes,  and  apparel  shapes: 
but  'tis  money  that  finishes 
the  man. 
-Tho\l\s  Fuller 

Go  into  the  street,  and  give 
one  man  a  lecture  on  moralirv, 
and  another  a  shilling,  and 
see  which  will  respect  you  most. 

-S.\MUE1.  JOHNStIN 

Avarice,  or  the  desire  of  gain, 
is  a  universal  passion  w  hich 
operates  at  all  times,  at  all 
places,  and  upon  all  persons. 
-D.win  Hume 

St^metimes  one  pays  most  for 
the  things  one  gets  for  nothing. 
-.\i.BERT  Einstein 

When  money  speaks,  the 
truth  keeps  silent. 

-Rl'.SSI.VN  PRONERB 
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Cartier.  TheEyeweai^ 
Collection 

Cartier  unites  design 

ELEGANCE  WITH  TECHNICAl 
ADVANCEMENT  TO  CREATE 
SUNGLASSES  OF  EXCEPTIQNaI 
BEAUTY  AND  MERIT  FraMD 
RAREST  WOOD  IN  COMBINAT 
WITH  PRECIOUS  METALS. 

Scratch-resistant  ultra- 
thin  lenses  to  provide 

OPTIMUM  PROTECTION  AS  T 
FILTER  THE  SUN'S  RAYS. 

Flexible  earpieces  to  ens 
A  perfect  face-framing  fh 
And  all  of  this  surroun 

BY  borders  of  exotic 

rosewood. 
Decidedly-  modern 

GLASSES,  peerless  JEWELS 
FOR  privileged  EYES. 
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The  double- 
breasted 
suit  from 
Christian  Dior*: 
Le  Connaissei 
Collection, 
impeccably 

tailored  in  rich, 

pure  worsted 

wool  for 

seasonless 

comfort. 

In  sizes 

38-44  regular. 

40-44  long. 

525.00 
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Dangerous  Sports 

Licking  the  outside  of  the  envelope. 
Page  65 

Son  Of  Danger 

Bob  Sinclair  puts  his  mettle  to  the  pedal. 
Page  66 

Oh,  Chute! 

Why,  we  ask,  has  this  securities 

analyst  jumped  out  of  1, 000  planes? 

Page  70 
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Edward  B.  Morgan 
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The  6  Vs  Summits 
Of  Frank  Wells 
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In  which  the  COO  of  Disney 

decides  to  climb  the  highest  peak  on  every 

continent  and  just  about  does. 

Page  74 


Captains  Of  The  Clouds 


Bruce  McCall  unleashes  his 

historico-satirical genius  on  the  dawn 
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Snted  b)  Mati  CcmMtc 


At  Dilhird^s,  you'll  have 


more  options  than  ever 


for  creating  your 


personal  fashion 


profile^  and  never 


doubt  about  getting  the 
most  for  your  money. 


That's  why  Dillard's  is 


the  preferred  store  for 


the  smart  investor. 


Xo  order,  call 


1-800-345-5273. 


Christian  Dior's  lightweight  sportcoat  in  time-honored,  pure  worsted  wool  for 
seasonless  comfort.  In  sizes  38-44  regular,  40-44  long.  295  00 
Taupe  dress  slacks,  tailored  in  handsome  yet  resilient,  pure  worsted  wool 
Sizes  32-40  regular,  95.00 
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TOURING  PRO 


Bandleader  Peter  Duchin  bangs 

his  own  drum  on  the  road,  loudly. 
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Where  to  eat  stylishly- 

yet  cheaply-in  Los  Angeles. 
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DR.  STEREOLOVE 

Tony  Cordesman  tells  how  to  get  max- 
imum performance  from  vour.  stereo. 
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THE  GOLF  BAG 


The  Ryder  on  the  storm. 
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GILT  TRIP 


So,  what  did  you  bring  me.  daddy.' 
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GRAPE  JUICE 


Is  all  the  fuss  about  Bordeaux 

futures  worth  the  fussing.' 
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MAIL  BONDING 

The  vice  of  giving  advice. 
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THE  EXECUTIVl 


CROSS-TRAINING  COURSES 

With  your  routine,  who  needs  to  belong  to 
an  athletic  club?  Consider 
your  warm-up  as  you  nego- 
tiate Grand  Central's  human 
obstacle  course,  or  sprint  the 
length  of  O'Hare  for  an  interna 
tional  connection.  Add  the  hundreds 
.,i^        of  stairs,  dashing  to 
cabs  and  pacing 
convention  halls  and  it's  no  wonder  the 
corporate  world  is  tough  on  your  feet. 
That  is  precisely  why  H.H.  Brown  created 
Comfa,  the  shoe  that  functions  like  a 
cross-trainer,  yet  looks  distinctively 
rich  and  professional.  It's  the  kind  of 
attention  to  detail  you'd  expect  to  find 
from  a  company  that's  been 
handcrafting  footwear 
since  1883. 


TAXI 
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Com 


a 


Leather  stabilizers 
support  the  critical 
arch  and  heel  areas. 


Anatomically  curved 
and  padded  collars 
cradle  your  feet. 


Flex-Grid   air  chambers. 


IkMAWyMiMHMidHi 


Our  Chameleon  Heel 
Bed^"'  literally  changes 
its  shape  and  guarantees 
a  custom  heel  tit. 


Comfa  Wing  Tips,  Plain  Toes  and  DfMi  Boots  Ari:  Avaiublk  At: 

OVERLAND  TRADING 

BOSTXJN 


COWARD  SHOE 

NEW  YORK 


SHERMAN  SHOES 


DETROtT 


n 


ROSS-TRAINER 


WIDTHS 


AND  SIZES 

18    10.5!  11  '11.5!  12  i  13  i  1*  !  15 


Fully  lined  with  kidskin 
and  cotton  duck. 


Flex-Grid   sole  made 
with  natural  latex 
rubber  is  twice  as  soft 
and  twice  as  abrasion- 
resistant  as  our  nearest 
competitor. 


Specially  treated 
Aerobed   foundations 
fight  fatigue  and 
bacteria. 


Air  suspension 
compound  (ASC")  and 
invisible  perforations 
keep  you  cool  and  dry. 


Our  sole  is  stitched  on, 
not  just  cemented  like 
our  competitors. 


HHBRQWN 


PURITAN  CLOTHING  OF  CAPE  COD 

CAPE  COD 


HANIG'S 

CHICAGO 


ALTIER  SHOES 

ROCHESTER 


For  morf  information,  c\u  1-800-331-1728. 


Omcord  l()K„,  Omcord  Mariner  are  registered  tradcn 


The  fine  line  between  sculpture  and  engineering. 


t 


CONCORD  W  MARINER 


SWISS 
SINCE  I9(W 


Solid  14  karat  koIJ  case  watcrri-sistani  ii>  y>J  In-i.  precision  tested 


qimrtj  movement,  hand-t'inisheil  with  a  Ji..n..>n.l  i^,l.>K^I i,, 


IT'S  OUTRAGEOUS 


BfG-SCREEN  TV  IS  JUST  THE  BEGINNING. 


NEXT  YOU  ADD  THE  STUNNING  RESOLUTION  AND  CD  SOUND  OF 
NEXl.  Yi^u  «  PIONEER-  LASERDISC. 


THEN    THE  PIONEER  A/V  RECEIVER  WITH  DOLBY-^PRO  LOGIC 
THEN.   '^"^pjpjQ^^o  SOUND  BRINGS  IT  ALL  TOGETHER.  ^ 


^^^^.^^^^■.v^,r.^T.^.'S7oi^^^^^^^^^^ 


.,  poiei-  F'     -'oriics  (USA)  Inc..        ■   .  BeacMX^ 


The  An  ot  Entertainmenl 


VSX-9900S  AlV  Receiver. 


Pioneer 


SDP-5057Q  50"  Projection  TV  and  57300  Speakers. 


CLD-3090  CD/LaserOisc  Player. 


For  the  prudent 

man  who  leads  an 

interesting  life. 


Secur 


BY  G.  GORDON  LIDDY 


Gotcha  Gadgets: 

FJectronk  Warfare 

For  Civilians 


Is  THERE  A  man  or  woman  in  the 
audience  who,  while  watching  our 
Desert  Stormers  become  invisible  to 
enemy  radar  and  send  a  missile  up 
their  drain  pipe  to  blow  away  the  guy 
on  the  third  John  from  the  left  in  the 
men's  room,  didn't  yearn  for  a  little 
high-tech  help  in  the  unending  bat- 
tle against  the  unfairness  and  aggra- 
vation encountered  in  everyday  life? 
I  suspect  not. 

This  urge  has  led,  over  the  last  few 
years,  to  the  creation  of  an  entire 
industry.  American  motorists  re- 
belled when  the  government  started 
setting  speed  limits  that  had  nothing 
to  do  with  highway  safety  and  every- 
#  thing  to  do  with 

I^L  ^—  ^-  social  goals  (sav- 
I  ^  T^  ing  oil)  and  reve- 
I  «#       nue  (fines).  The 

^  W  police  countered 
iv  with      electronic 

warfare  (radar).  Counter-counter-re- 
action: entrepreneurs  introduced 
electronic  evasive  measures  (radar 
detectors). 

For  some,  though,  such  a  passive 
measure  isn't  enough.  For  $500  in 
commonly  available  parts,  an  electri- 
cal engineer  of  my  acquaintance  put 
together  a  device  that  is  every  motor- 
ist's dream.  Switch  it  on  and  blast  by 
Officer  Bill  at,  say,  87  mph.  As  the 
blur  that  is  your  ZR-1  Corvette  goes 
through  the  radar  trap,  it  registers 
whatever  you  have  dialed  in — say,  43 
mph — on  the  readout  of  the  radar 
gun.  In  your  rear  view  mirror  you  can 
watch  Officer  Bill  banging  his  radar 
gun  against  the  curb  in  a  vain  effort 
to  get  it  to  work. 

Such  devices  can't  be  sold  legally, 
however.  Unlike  a  mere  detector, 
which  just  receives  a  radio  signal  like 
your  grandmother's  Fmerson,  the 
source  of  Officer  Bill's  frustration 
broadcasts  a  signal  and,  therefore, 
requires  a  federal  license;  one,  1  as- 
sure you,  our  go\ernment  is  not 
about  to  issue.  You'll  have  to  find 
your  own  engineer  and  take  your 
chances. 

If  you  want  to  be  really  mean,  a 
unit  can  be  built  for  not  much  more 
money  which  will,  when  switched  on 
in  the  \icinity  of  a  radar  gim  that 


doesn't  have  shielded  cables,  burn  it 
out.  Come  to  think  of  it,  that  might 
not  be  so  mean  after  all.  It  can't  be 
doing  Officer  Bill  much  good  to  be 
sitting  for  an  entire  shift  with  his 
head  next  to  a  powerful  microwave 
generator.  He  might  as  well  stick  his 
head  in  his  wife's  microwave  oven, 
set  it  for  eight  hours  and  dial  in  "10" 
for  broil. 

Alas,  we  all  had  better  have  our  fun 
soon,  for  the  radar  detector  industry 
promises  to  be  short-lived.  Counter- 
measure  begets  countermeasure.  An- 
other entrepreneur  has  invented  a 
portable  speed  monitor  based  on  la- 
ser technology.  It  is,  of  course,  im- 
pervious to  a  radar  detector.  .As  soon 
as  the  economies  of  scale  bring  the 
price  within  the  budget  of  the  police 
department  of  Scuffed  Boot,  Neb., 
there  will  be  more  revenue  enhance- 
ment from  coast  to  coast.  Once,  that 
is,  they  solve  the  problem  that  has 
lawyers  drooling:  hit  a  motorist  in  the 
eye  with  a  laser  and  you  have  laser 
eye  surger\'  performed  by  a  state 
trooper. 

But  take  heart.  I  have  it  on  good 
authority  that  all  those  defense  in- 
dustrs  geniuses  the  Congress  is  go- 
ing to  make  unemployed  (on  the 
theory  that  Gorbachev  has  somehow 
changed  the  nature  of  man  and  that 
the  future  will  be  filled  with  peace, 
harmony  and  love)  are  tackling  the 
laser-detecting  problem  in  the  full 
knowledge  that  the  first  one  to  come 
up  with  a  solution  will  be  made  an 
instant  multimillionaire  by  the 
American  motorist. 

In  the  meantime,  the  best  strateg\' 
is  to  acquire  two  more  radios  for  your 
automobile.  The  first  is  to  monitor 
the  C3  channel  that  the  truckers  use 
to  feed  intelligence  to  one  another  on 
the  location  of  speed  traps.  They 
usually  report  them  by  identifying 
the  organization  ("county  mounties" 
are  countv  police),  method  (an  un- 
marked car  cruising  for  the  unwary 
motorist  is  a  "plain  brown  wrapper") 
and  UK'ation.  which  is  given  relative 
to  interstate  mile  markers.  The  sec- 
ond radii)  should  be  a  "scanner."  one 
that  will  rapidly  change  from  one 
frec|uency  to  another  until  it  picks  up 
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Ten 

Perfectly 

Rational 

Reasons 

For  Wearing 

The 

Costliest 

Fragrance 

In  The 

World. 


1 .  "JOY  TURNS  JEANS  AND  A  T-SHIRT  INTO 
HAUTE  COUTURE." 

2.  "A  SINGLE  WHIFF  OF  JOY  TURNS  A  RICH  MAN  INTO  A 
GENEROUS  MAN." 

3.  "Wearing  JOY  perfume  in  baccarat  crystal 

AT  THE   EXPENSE  OF  MY  EX-HUSBAND  IS  AMAZINGLY 
PLEASANT  AND  WICKED!" 

4.  "JOY  ADDS  LENGTH  TO  MY  LEGS,  WIT  TO  MY 
CONVERSATION  AND  A  BETFER  ACCENT  TO  MY  FRENCH." 

5.  "My  76  YEAR  OLD  Grandmother  wears  JOY,  and 

SHE'S  LIVING  WITH  HER  28  YEAR  OLD  FENCING 
INSTRUCTOR." 

6.  "JOY  IS  THAT  RARE  BOUQUET  OF  10,400  JASMINE 
FLOWERS  AND  28  DOZEN  ROSES  THAT  NEVER  NEEDS 
WATERING  AND  NEVER  DIES." 

7.  "A  DAB  OF  JOY  ON  MY  CHECK  WRITING  WRIST  HELPS 
THE  ZEROS  FLOW  WITH  EASE." 

8.  "A  SPLASH  OF  JOY  BEFORE  COFFEE  AND  CORNFLAKES 
PUTS  THE  GLAMOUR  BACK  INTO  BREAKFAST." 

9.  "JOY  BODY  CREAM  MAKES  ME  FEEL  LIKE  A  MILLION 
WITHOUT  SPENDING  A  MINT." 

10.  "I  WEAR  DIAMONDS  BEFORE  FIVE,  BLACK  BEFORE 
DARK  AND  JOY  EAU  DE  TOILEITE  BEFORE  EVERYTHING." 


The  most  precious  flowers  on  earth  are  just  a 
few  of  the  things  that  make  JOY  the 
costliest  fragrance  in  the  world. 


Neiman  Marcus 


a  signal,  and  then  lock  onto  it.  This 
way,  one  can  Usten  in  to  the  poHce  as 
they  discuss  where  they  are  going  to 
set  up  the  radar  trap  and,  having 
done  so,  give  themselves  away  as 
they  signal  their  "chaser"  cars  which 
automobiles  to  intercept.  Until  the 
development  and  availability  of  the 
laser  detector,  these  two  kinds  of 
radio  receivers  will  be  your  only  pro- 
tection from  the  unreasonable  speed 
limits  that  infest  our  streets  and  high- 
ways. 

The  best  scanner  radio  available  in 
the  United  States  is  the  Japanese- 
made  (surprise!)  ARIOOOXC,  by 
AOR.  It  will  operate  from  500  KHz  to 
1300  MHz  and  owners  of  one  could 
listen  in  to  the  BBC  from  the  battle- 


phone  can  listen,  from  a  remote  loca- 
tion, to  everything  said  in  the  room 
and,  when  the  phone  is  in  use,  to 
both  ends  of  your  conversations.  You 
say  you  have  no  enemies,  and  you 
can't  imagine  anyone  doing  such  a 
thing  to  you.^  Read  on. 

A  friend  of  mine,  while  testing  a 
scanner,  kept  picking  up  what 
sounded  like  a  baby  crying.  He  dis- 
missed it  as  interference.  Later,  on 
the  same  frequency,  he  picked  up 
some  decidedly  intimate  speech  that 
increased  in  intensity  until  it  ended 
in  a  crescendo  that  was,  he  is  certain, 
not  faked. 

Discreet  investigation  disclosed 
that  a  young  couple  living  100  meters 
distant  had  installed  an  inexpensive 


Later,  on  the  same 

frequency,  there  was  some 

decidedly  intimate  speech 

that  increased  in  intensity 

until  it  ended  in  a 

crescendo  that  was,  certainly, 

not  faked. 


field  via  shortwave  during  the  Gulf 
War.  For  those  willing  to  travel  to 
Japan  or  Europe,  the  best  in  the 
world  can  be  yours  in  the  Rl,  by 
IC^OM.  It's  smaller  than  a  pack  of 
cigarettes,  operates  from  100  Hz  to 
1.5  GHz  and  can  be  used  to  sweep  a 
room  for  electronic  "bugs."  It  covers 
AM  and  FM,  wide  and  narrow  band. 

Auto-Buggery 

Speaking  of  radios,  be  aware  of 
something  called,  in  the  clandestine 
services,  an  "infinity  device."  Plant- 
ed in  your  home  or  office,  this  $1,5{)() 
gizmo,  also  the  size  of  a  cigarette 
pack,  will  turn  your  on-the-hook 
telephone  into  a  radio  transmitter. 
This  means  that  anyone  with  a  tcle- 


"electronic  baby-sitter"  in  the  spare 
bedroom  now  doing  duty  as  the  nurs- 
ery. The  device  picked  up  any  cries 
an  infant  made  at  night  or  during  a 
daytime  nap,  by  broadcasting  those 
cries  to  an  ordinary  FM  radio  in  the 
kitchen,  alerting  its  parents.  When  a 
young  couple  visited  for  the  week- 
end, the  baby  was  moved  into  the 
parental  bedroom  and  the  monitor 
was  absentmindcdiy  left  in  the  bed- 
room now  housing  the  guest  couple. 
The  FM  radio  in  the  kitchen  was 
turned  off,  but  my  friend's  wasn't. 
Who  needs  enemies  when  you're 
bugging  yourself? 

An  even  more  common  occasion 
for  self-bugging  is  the  use  of  one  of 
many  available  telephone  answering 


machines  that  permits  the  owner  ti 
call  in  from  a  remote  location,  puncl 
in  a  three-  or  four-number  code,  am 
listen  to  any  recorded  messages.  It  iJ 
a  simple  matter  for  a  computer  hackl 
er,  using  no  more  than  a  personal 
computer,  to  crack  your  numbej 
code,  and  not  only  listen  in  to  youJ 
messages,  but  also  turn  the  answer] 
ing  machine  into  an  infinity  device] 
One  solution  is  to  move  it  out  of  youi 
bedroom  into,  say,  the  garage. 

Spread  'Em,  You' re  On 
Candid  Camera 

One  of  life's  aggravations  is  thel 
way  those  sterling  silver  ashtrays  al-l 
ways  seem  to  disappear  after  clean-l 
ing  or  repair  people  have  been  work- 
ing in  your  home.  If  your  wife  has  to 
stand  there  and  watch  them  every 
minute,  she  may  as  well  do  the  work  I 
herself  The  video  cameras  seen  up  ] 
near  the  ceilings  of  banks  and  conve- 
nience stores  might  work,  but  they 
are  not  yet  available  in  French  Pro- 
vincial, and  their  installation  would 
send  your  decorator  into  a  fit  of  va- 
pors, if  not  an  outright  swoon. 

A  related,  but  far  more  intolerable, 
problem  is  that  of  the  office  dweeb 
who  always  seems  to  come  up  first 
with  a  memorandum  proposing  the 
same  idea  you've  been  working  on. 
This  usually  happens  after  you've 
been  sent  away  from  your  office  for 
lunch  while  he  had  his  meal  in. 

High-tech  to  the  rescue!  Two  or 
three  glued-together  and  hollowed- 
out  books  fit  easily  into  the  decor  of 
any  room  or  office.  If  you  don't  want 
to  sacrifice  any  part  of  your  library, 
commercial  "book  boxes"  are  avail- 
able at  modest  cost.  Inside  may  be 
placed  a  video  camera  to  view  what- 
ever goes  on  in  the  room  through  a 
pinhole-si/ed  lens,  and  a  transmitter, 
all  powered  by  a  mere  nine-volt  bat- 
tery, the  whole  no  larger  than  our 
familiar  standard  of  measure,  the 
ubicjuitous  pack  of  cigarettes. 

The  signal  from  your  book  box  is 
sent  to  a  hidden  \C^R  for  your  later 
viewing  pleasure.  Don't  worr\  about 
Ions  light  conditions.  The  video  cam- 
eras offered  for  sale  for  recx)rding 
vour  child's   activities   boast   a   low 
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The  Last  Thing  It  Will  Remind 
You  Of  Is  Another  Watch. 
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When  we  set  dut  to  create 
the  new  accutrdn  cdllectidn, 
WE     weren't     INSPIR 

WATCH     D 

We        W 

INSPIRE 
ARCHITECTURA 

DESIGNS.    Which    ex- 
plains     DUR      dis- 
tinctive       three- 
tiered     BEVELING. 
Dur    eye   td    detail 
is    also    reflected 
in     dur     engraved 
minute     and     hour 
hands  and    dur   cus- 
tom   painted     date- 
DiAL.     Of    course, 

THE     BEAUTY     OF     AN 
ACCUTRON    WATCH    ISn't    LIMITED 
SOLELY     TO      ITS     APPEARANCE 


DUR  TUNING  FORK  gUARTZ 
MOVEMENT  ENSURES  THAT 
OTHER  WATCH 
THE  WORLD  IS 
E  ACCURATE.  AND 
OTHER  WATCH  IN 
WORLD  OFFERS 
OTECTION  FOR 
FULL  gUARTER 
ENTURY.  DUR 
VIITED  25  YEAR 
RAN  TY  IS  JUST 
EXAMPLE  OF 
THE  INNOVATION  YOULL 
FIND  IN  EVERY  ACCUTRON 
TIMEPIECE.  A  TIMEPIECE 
WHICH  PROVIDES  INSPIRA- 
TION FDR  THE  NEXT  25 
YEARS 

OF  WATCH  ACCUTRON 

DESIGN.  B       L       1.      O       V        A 


This  theft-resistant  briefcase  offers  100,000  volts  of  protection. 


light  capability  of  2  or  3  lux.  This 
little  baby  operates  at  .02  lux — 100 
times  more  sensitive.  The  whole  out- 
fit will  cost  you  about  $1,500,  plus 
the  VCR  of  your  choice. 

While  we're  on  the  subject  of  your 
viewing  pleasure,  you  may  wish  to 
consider  a  light  amplification  device, 
sometimes  referred  to  as  a  "Starlight 
Scope"  (seen  during  the  last  few  ter- 
rifying minutes  of  The  Silence  Of  The 
Lambs).  Typically  a  monocular  with 
either  no  or  low  magnification  and  a 
wide  field  of  view,  it  will  turn  night 
into  day  for  you  (the  "daylight"  will 
be  green-hued),  and  you  will  own  the 
night  with  nothing  escaping  your  de- 
tailed view,  no  matter  how  pitch- 
dark  it  may  be  on  the  grounds  of  your 
estate  (or  wherever  else  you  choose 
to  use  it).  These  are  available,  new, 
for  about  $.^,000  or,  if  you're  ex- 
tremely lucky,  you  might  pick  up  an 
Israeli  military  surplus  model  (excel- 
lent (|uality)  for  about  half  that 
amoimt. 

My  fellow  members  of  the  Ameri- 
can Master  Cat  Burglars  Assocation 
have  put  me  onto  a  device  you  active 
businessmen  and  -women  may  find 
of  interest.  A  burglar  on  the  job 
needs  a  silent  way  to  be  warned  of 
danger  by  his  lookout.  Kven  a  radio 


receiver  at  low  volume  with  the 
speaker  in  a  hearing  aide  earpiece  a 
la  Ted  Koppel  is  susceptible  to  inter- 
ception by  police  scanners. 

The  answer  (for  the  burglar)  is  a 
telephone  pager.  Not  your  ordinary, 
bulky,  belt-worn  device  that  beeps 
and  gives  one  away,  but  a  device  that 
looks  for  all  the  world  like  a  fountain 
pen  with  a  wire  hanging  from  it. 
Worn  in  an  inside  pocket,  as  would 
be  a  pen,  it  vibrates  when  the  look- 
out, spotting  danger,  dials  it  from  any 
telephone.  That's  enough  for  the 
burglar.  Those  in  another  line  of 
work  may  simply  look  at  the  side  of 
the  device  where  the  number  to  be 
called  will  be  displayed. 

I  mention  this  gadget  because,  al- 
though I  am  (reasonably)  certain  that 
I  am  not  addressing  any  burglars 
here,  I  can  imagine  how  many  of  you 
have  been  embarrassed  at  a  meeting 
when  your  pager  beeped  as  the  chair- 
man was  about  to  utter  either  the 
punchline  of  a  joke  he  was  the  last  to 
hear,  or  the  secret  of  success  which, 
for  him,  was  hard  work  and  inheri- 
tance. At  a  minimum,  a  (seeping 
pager,  the  current  symbol  of  success 
as  a  dope  dealer  in  inner-city  gram- 
mar schools,  is  considered  a  bit  tacky 
in  certain  business  and  social  circles. 


Last,  but  not  least,  there  is  t 
high-tech  solution  to  the  problem 
the  sneak  thief  who  lingers  in  t 
lobbies  of  the  finest  hotels  to  relie 
arriving  guests  of  their  briefcases 
they  check  in,  or  the  snatch-and 
artists  who  make  off  with  them  whi 
their  owners  are  trying  to  hail  a  ca 

For  $1,200  one  can  have  an  elt 
gant,  functioning  briefcase,  whicl 
when  grasped  while  it  is  armed,  wi 
a)  sound  a  siren-type  alarm,  and  h 
temporarily  disable  the  thief  with 
100,000- volt  charge  (no  amperage 
therefore  no  physical  damage  leadin; 
to  a  lawsuit).  The  sight  of  the  thief 
on  his  back,  unable  to  remember  hi 
name  and  flopping  around  trsing  t(! 
run  from  the  screaming  siren,  is  al 
most  worth  the  $1,200  admissior 
ticket.  Happy  high-tech  hunting!  S  • 

G.  Gordon  Liddy  is  the  autho.^ 
of  the  novel.  The  Monkey  Han 
diets,  published  by  St.  Martin's  Press\ 
He  operates  the  G.  Gordon  Liddy  Acade-^ 
my  for  corporate  security  in  Miami,  Fla 


There  are,  from  time  to  time, 
radar  jammers  offered  for  sale  in 
the  classified  ad  pages  of  automo- 
bile magazines.  I  know  of  none 
that  works.  If  you  want  one,  have 
it  hand-built  by  an  engineer  and 
test  it  (using  the  engineer,  not  a 
cop)  before  paying  and  taking  de- 
liver>'. 

The  remainder  of  the  equip- 
ment discussed  in  this  article  may 
be  purchased,  in  New  York  City, 
at  Spy  World,  889  First  .\venuc. 
New  York,  \\  10022; 
212-755-4900.  Ask  for  the  propri- 
etor, Frank  Jones,  a  retired  New 
York  City  police  detective.  The 
equipment  may  also  be  pur- 
chased, at  comparable  prices  (ne- 
gotiating is  always  in  order  on  big- 
ticket  items)  from  Spv  Shops  In- 
ternational. Inc.,  with  locations  in 
Miami  and  Ft.  Lauderdale.  Fla., 
and  Kuwait  City.  305-573-4779. 
Speak  to  John  IX^meter.  .Mso  in 
Florida,  check  International  Pro- 
tective Services,  305-447-7455. 
Ask  for  Robert  Fetncr.  Tell  him  I 
sent  you. 
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SCORESBY  SCOTCH 
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Few  Things  In  Life 
Are  As  Tempting  As  The 
Premium  Malt  Taste  Ov  Scoresby  Scotch. 


•^ 
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DRINK  RIGHT.  DRINK  SMART.  BE  RESPONSIBLE. 

Scoresby  Pren,.u,n  Sco.ch  Whisky.  43%  Alc/Vol  (86  ProoO.  In^poned  and  Bo„led  by  Forego  V.nuges.  Lake  Success.  N.  t  ,S9,. 
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Dear  FYI, 

Late  again,  wouldn't  you  know  it, 
but  between  the  grillings  by  the  Se- 
cret Service  and  U.S.  District  Attor- 
neys, I've  been  busier  than  a  cat 
passing  peach  pits.  One  of  the  Trea- 
sury agents  said  he  would  try  to  get 
this  to  you  and  asked  if  you  would 
send  him  Gordon  Liddy's  autograph 
in  exchange. 

You  may  recall  from  my  last  trans- 
mission that  after  Reback  got  nailed 
by  the  Fish  and  Game  for  clobbering 
trout  with  a  baseball  bat,  a  Hang 
Reback  Committee  was  organized 
whereby  the  holder  of  the  winning 
raffle  ticket  got  to  pull  the  trapdoor 
lever  when  they  hanged  Reback.  You 
may  also  recall  that  Old  Lady 
Grimes,  whose  cats  Reback  had  been 
shooting  for  their  fur,  which  made 


Coyote  Jack 


OUTDOORS  GUIDE 


Trout  fishing  viiiki  the 
President. 
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excellent  nymphs,  had  bought  her- 
self $4,000  worth  of  raffle  tickets  to 
ensure  she  would  be  the  one  person- 
ally to  send  Reback  to  the  nether 
regions. 

Problem  was  some  pecksniffing 
Federal  judge  threw  out  Reback's 
death  sentence. 

So  now  Reback  was  out  pending 
appeal.  Needless  to  say,  Old  Lady 
Grimes  was  aggrieved  by  this  news, 
and  contemplating  her  $4,000  worth 
of  useless  raffle  tickets  and  her  de- 
ceased Blue  Persians,  armed  herself 
with  a  pick  handle  and  two  rottwei- 
lers she  had  trained  by  the  Kraut  war 
criminal  lives  up  Fugitive  Creek. 

Reback,  full  of  the  dolcfulness, 
was  forced  to  flit  from  saloon  to  sa- 
loon and  keep  his  Adidases  cocked 
and  ready.  I  told  him  it  might  be  best 
if  he  betook  himself  deep  into  the 
Absaroka  Wilderness  and  Primitive 
Area  for  what  they  call  in  other  parts 
a  sabbatical  whilst  Old  Lady  CJri- 
mcs's  pituitary  cooled,  but  he  said 
that  under  the  terms  of  his  release  he 
had  to  stay  within  a  five-mile  radius 
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of  the  courthouse;  either  that  or  con-f 
sent  to  wear  one  of  those  electronic 
ankle  bracelets.  Reback  is  a  proud 
man  and  said  he'd  rather  be  licked  v 
death  by  raccoons  than  wear  one  ()' 
those  things.  So  he  stayed  and  drank 

But  Old  Lady  Grimes  was  swear 
ing  revenge  most  grim.  Indeed,  the 
scenario  she  was  spelling  out  to  her 
stitch'n'bitch     circle     made     bein:: 
licked  to  death  by  raccoons  seem  on., 
of  God's    tenderest   mercies.    I    re- 
solved it  was  time  Reback  remo\  l 
himself  from  Old  Lady  Grimes's  r 
dius,  to  hell  with  the  court's. 

As  you  know,  both  Reback  and  ni. 
are  members  of  the  Bent  Fork  Vol- 
unteer Search  and  Rescue  team.  We 
were  in  the  Mint  Saloon  one  morn- 
ing, Reback  nursing  a  prairie  oyster 
next  to  me  at  the  bar,  when  it  came  |  »| 
to  me.  I  faked  the  sound  of  a  beeper, 
went  to  the  phone,  grunted  a  few 
concerned-sounding  "Uh-huh"s  for 
verisimilactritude,  a  word  of  Latin 
origin  meaning  "to  make  a  lie  sound 
better." 

"Well,  guess  what,"  I  hissed  in  a 
tone  calculated  to  penetrate  the 
gummy  matter  surrounding  the 
hemispheres  of  Reback's  sozzled 
cerebellum.  "You  know  that  Sports 
Illustrated  swimsuit  model,  Paulina? 
Her  private  jet  just  went  down  in  the 
Absaroka." 

It  was  like  I'd  attached  jumper 
cables  to  both  his  earlobes.  Next 
thing  I  knew  he  had  me  up  against 
the  wall,  threatening  me  with  death 
if  I  breathed  a  word  of  this  miracu- 
lous news  to  anyone.  Then  he  run 
out  of  the  Mint.  Later  it  transper- 
spired  he'd  kicked  in  the  back  door 
of  the  Ciourmct  Shop  and  lifted  four 
kilos  of  Beluga  and  a  case  of  Piper- 
Heidsick  (Champagne.  I  heard  the 
stutter  of  Reback's  ultralight  aircraft, 
sort  of  a  combination  hang  glider  and 
lawn  mower,  taking  off  into  the  wind. 
Old  Lady  Grimes  heard  it  too.  She 
came  running  into  the  middle  of  the 
street,  hair  in  pink  curlers,  clutching 
her  Remington  Model  1100  shotgun, 
the  rottweilers  slobbering  bloodclots 
and  bone  fragments  after  her.  She 
got  off  a  couple  shots  at  Reback  and 
his  aircraft  before  they  disappeared 
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The  world's  smallest  12 -band  receiver. 
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The  world  is  at  your  fingertips  witii... 

The  Gnindig  World  Band  Receiver 


100- 


Announcing  a  revolutionary  break- 
through in  world-band  radios... from 
Grundig,  the  leader  in  German  short- 
wave electronics.  This  miracle  of 
miniaturization  is  not  sold  in  U.S. 
stores  or  catalogs— only  Willabee  & 
Ward  has  it! 

Tune  in  to  events 
around  the  globe. 

The  RK-709  is  the  world's  smallest  12- 
band  receiver— AM,  FM,  FM  Stereo 
(with  headphones,  included),  and  all  9 
major  shortwave  bands.  Small  enough 
to  fit  into  a  pocket,  briefcase,  or  purse, 
yet  big  on  features.  Telescoping 
antenna  pulls  signals  from  anywhere  in 
the  world.  Listen  to  legendary  BBC 
newscasts— the  best  in  the  world. 
Hear  what  Radio  Moscow  is  saying 
about  Gorbachev,  Yeltsin,  and  President 
Bush.  Listen  to  the  Voice  of  America 
when  you  travel  abroad.  Follow  a 
crisis  or  breaking  story  wherever 
you  are  and  no  matter  where  it's 


happening:  Baghdad,  Panama,  Beijing 
or  Tokyo. 

You  don't  have  to  pack 
a  travel  alarm,  either. 

You  won't  need  it— this  is  better.  The 
RK-709  wakes  you  with  the  radio  or 
its  ingenious  "Humane  Wake  Svstem" 
—the  tone  begins  softly  and  gathers 
volume  until  you  wake  up!  The  digital, 
liquid-crystal  display  alarm  clock  fea- 
tures a  sleep  timer  that  turns  off 
the  radio  10  to  60  minutes  after  you 
turn  in! 

Only  $159! 
Payable  in  monthly  installments. 

The  Grundig  RK-709  is  only  $159 
(plus  $7.50  shipping/handling), 
payable  in  convenient  monthlv  credit 
card  installments.  Includes  deJaxe 
carrying  pouch  and  stereo  headphones. 
One  year  manufacturer's  warrant\'  on 
parts  and  labor.  30  dav  money  back 
guarantee.  Order  today!  ©  ^bi  1991 
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CALLTOLI^FREE:  1-800-367-4534  Ext.  623-118 


WiUabee  &  Ward 
47  Richards  Avenue 
Nonvalk,  Conn.  06857 


Satisfaction 
guaranteed. 


CALLTOL^FREE:  1-800-367-4534 
Ext.  623-118 


Grundig  RK-709 


Please  send  me  _ 

World  Band  Receiver(s).  For  each  receiver, 
charge  4  installments  of  $41.63*  to  my 
credit  card: 

n  MasterCard     DVISA 
D  Discover    DAmer.  E.\prcss 


Credit  Card  #  E.\p.  Date 

Name 


60- 


PLEASE  rRINTCl.E.\Rl  V 


Address . 


City/Statc/Zip . 
Signature . 


(All  orders  siihfccr  to  ^'ccptancc  ) 


n  I  prefer  ran  n>  pay  bv  credit  card  and  «ill  pa\'  by  check. 
Enclosed  IS  mv  check  for  S159*  plus  $"50  sliipping/ 
handling,  a  total  of"S166.50  tor  each  receiver 

•  .\nv  applKahIc  sales  tax  »iU  he  hilled  »iih  shipment 
Phone  orders  shipped  within  2-4  weeks. 
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My  present 

trouble  was  the  16 

shots  of  whiskey 

in  my  crankcase.. . 

It's  a  bit  of 

a  blur,  but  I  seem  to 

remember  being 

lifted  into  a 
helocopter  and 
carried  to  the  river 
and  being  assisted 
into  a  driftboat  so 
thick  with  Secret 
Service  there  was 

only  about  a 

sixteenth-inch  of 

freeboard. 


over  Mill  Creek  in  the  direction  of 
the  Absaroka  Wilderness. 

I  congratulated  myself  and  rededi- 
cated  myself  to  the  bottle  of  brown 
goods  in  front  of  me.  By  noon  I  had 
achieved  a  state  the  orientals  call 
sartorial — which  takes  them  20  years 
to  achieve,  living  on  brown  rice  and 
water  whilst  listening  to  the  sound  of 
one  hand  flappin' — when  suddenly 
there  was  this  sound  in  my  ears,  loud, 
like  whoppawhoppawhoppa.  I  do 
sometimes  get  sounds  in  my  ears 
during  sartorial,  so  I  didn't  think  too 
much  of  it,  until  the  doors  of  the 
Mint  burst  open  and  all  these  well- 
built  men  in  suits  and  dark  glasses 
come  swarming  in,  with  tubes  run- 
ning out  their  collars  into  their  ears.  I 
was  on  the  verge  of  asking  Mort  if 
this  was  some  convention  of  hearing- 
impaired  body  builders  when  he 
moaned,  "Oh  Lord,  no,  not  again. 
Last  time  we  had  this  it  was  that 
peanut  farmer  lived  in  the  White 
House  wantin'  to  upgrade  from  cat- 
fish to  rainbow  trout.  They  brought 
in  so  many  damn  helocopters  my 
hens  didn't  lay  eggs  for  a  month."  He 
shouted  at  the  suits,  "WHY  CAN'T 
THE  SUMBITCHES  STICK  TO 
GOLF.?!" 

The  suits  didn't  take  that  well  and 
threw  both  of  us  up  against  the  wall 
and  commenced  to  frisking  us.  The 
boys  didn't  take  kindly  to  that  and 
for  a  moment  it  was  touch  and  go,  till 
in  comes  a  suit  with  a  clipboard, 
followed  by  a  gaggle  of  lesser  suits. 

"Who's  the  best  fishing  guide  in 
town.'"'  he  demanded. 

All  eyes  turned  to  yours  truly. 

Now  I  have  nothing  against 
George  Bush.  He  seems  a  decent 
sort,  though  he  has  been  a  mite  soft 
of  late  on  the  issue  of  assault  rifles. 
Ordinarily  I'd  be  proud  to  take  him 
out  of  the  river.  My  present  trouble 
was  the  16  shots  of  whiskey  in  my 
crankcase,  and  I  could  not  with  confi- 
dence predict  that  1  could  remain 
upright,  even  in  cold  water  up  to  my 
cohones.  I  tried  to  decline  politely  as 
I  could,  but  the  suit  would  ha\  c  none 
of  it.  It's  a  bit  of  a  blur  after  that,  but  1 
seem  to  remember  being  lifted  into  a 
helocopter  and  carried  to  the  river 


and  being  assisted  into  a  driftboat  so 
thick  with  Secret  Service  there  was| 
only  about  a  sixteenth-inch  of  free- 
board. 

The  President  was  the  soul  of  ge- 
niality and  kept  apologizing,  the  way  I 
Episcopalians  are  wont  to,  for  all  the ! 
inconvenience.  That  fat  dwarf  he 
keeps  nearby  to  amuse  himself  was 
there,  scowling  through  granny  spec- 
tacles whilst  croaking  orders  into  two  j 
cellular  phones  at  once. 

George — if  I  may  call  him  that, 
we're  informal  on  the  river — flogged 
away  at  the  water.  He  meant  well, 
but  after  he  entangled  his  line  14 
times  and  impaled  an  advanceman  in 
the  thigh  with  a  Lefty's  Deceiver,  I 
concluded  that  he  is  probably  more 
of  a  spin-caster.  He  does  not  have  the 
trout  temperament. 

This  futility-  went  on  for  an  hour  or 
so.  Then  out  of  the  corner  of  my  eye 
I  catch  the  fat  dwarf  furtively  issuing 
instructions  to  a  suit,  who  in  turn 
spoke  into  a  radio.  The  President 
cast  again,  letting  his  fly  float  down- 
stream, contrary  to  my  instructions. 
The  fat  dwarf  distracted  him  by  ask- 
ing him  if  he  was  ever  going  to  do 
anything  about  the  deficit.  While  the 
President  cussed  him  out,  a  frogman 
appeared  in  the  vicinity  of  his  fly  and 
attached  a  struggling  rainbow  trout 
the  size  of  a  nuclear  attack  subma- 
rine. Where  they  got  it,  I  don't  know. 
The  National  Aquarium,  most  likely. 
Or  some  hush-hush  government  mu- 
tant trout  hatchers-. 

Suddenly  the  Presidential  rod 
bent  like  a  sapling  in  a  100-milc-an- 
hour  hurricane.  George  ceased  to  be- 
rate the  fat  dwarf  about  the  deficit 
and  set  to  struggling  with  the  levia- 
than the  Navy  SEAL  had  affixed  to 
his  fly. 

The  President  was  having  himself 
one  hell  of  a  time  fighting  the  fish, 
his  minions  ululating  encouragement 
at  him.  E\cr\'  time  I  yelled  at  him  to 
keep  his  tip  up,  the  fat  d\\arf  glow- 
ered at  me  like  I  was  committing  lays 
ma  jest  ay. 

.\ftcr  20  minutes  the  trout  had 
tuckered  out  and  (icorge  was  starting 
to  ease  him  toward  the  gaff  when  the 
suit  who'd  been  walkie-talking  with 
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A  second  later  there 
was  a  whim*  sound  low 

over  the  cottonwoods, 
and,  God  save  our  sorry 

behinds,  here  comes 
Reback  in  his  ultralight. 
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began.   |ikiii| 


the     helocopters     overhead 
shouting  at  the  other  suits  in  the  drift 
boat  with   us.  The  suit  closest  to 
George    says   in   this    urgent   voice, 
"Sir,  we   have  an   unidentified  air- 
borne object  in  the  area."  From  the; 
look  on  George's  face  it  was  plain  he 
wouldn't  have  looked  up  if  he'd  just,   ucd 
been  told  the  Starship  Enterprise  her 
self  was  hovering  overhead  with  thef   :fiicu 
entire    Mormon    Tabernacle    Choir 
standing    on    the    fuselage    singingt  ni 
"The   Star  Spangled   Banner."   He 
had  his  mind  on  one  thing,  that  tro-n 
phy  fish 

A  second  later  there's  this  whimrr  \ 
sound    low    over    the    cottonwoods, 
and,  God   save  our  sorrs'   behinds,  ; 
here  comes  Reback  in  his  ultralight 
Then  this  object  sails  out  of  his  craft  i 
down  in  our  direction  and  now  the  r 
suits  go  into  action,  leaping  on  top  of  ^ 
El  Presidente  like  football  players 
piling  on.  Myself  I  did  not  under-  « 
stand  the  logic  of  saving  a  man's  life 
by  crushing  him  to  death,  but  I  guess 
they  cover   that   in   Secret   Service 
school.  The  object  landed  on  the  fat  mp 
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|lv\arrs  head  with  a  hollow  thunk  I 
imediately  recognized  as  G-flat  be- 
l»w  middle  C,  the  sound  of  an  empty 
)ttle  of  '82  Piper-Heidsick. 
"Reback,  you  idiot!"  I  shouted. 
This  turned  out  to  be  exactly  the 
/rong  thing  for  me  to  have  said,  as  I 
/as  then,  in  classic  Secret  Service 
ishion,  wrestled  to  the  ground,  they 
linking  that  I  was  engaged  in  some 
fort  of  conspiracy  with  the  airborne 
ihampagne  bottle  assassin.  I  tried  to 
bxplain  that  either  Reback  had  fig- 
ired  out  I'd  played  him  one  of  my 
[ittle  practical  jokes  and  was  aiming 
lis  missiles  at  me,  or  he  was  con- 
nnced  that  Paulina  must  be  under- 
leath  all  those  helocopters,  but  it  is 
lifficult  to  explain  things  to  a  220- 
Ipound  man  kneeling  on  your  chest 
[with  the  muzzle  of  a  Clock  9mm 
imprinting  itself  onto  your  Adam's 
apple.  Before  I  passed  out  from  hy- 
perventilation, I  saw  Reback  heading 
I  off  downriver  with  one  of  the  helos  in 
hot  pursuit.  We  caught  up  later  at  the 
Federal  Detention  Center  in  Butte. 
I  think  it  would  have  been  all  right 
except  that  George  lost  that  trophy 
trout.   He  was  apparently  upset  at 
that.  The  Treasury  agent  whose  job 
it  has  been  to  interrogate  me  from 
sunup   to  sundown   these   last  few 
days  about  such  matters  as  the  maid- 
en name  of  my  third  grade  home- 
room teacher  says  he  thinks  they  will 
probably  let  me  go,  though  Reback 
may  be  looking  at  some  protracted 
federal  unpleasantness.  By  the  time 
they're  through  with  him  he  may  be 
wearing    one    of    them    electronic 
bracelets   around    his   neck,   to   say 
nothing  of  his  ankles  or  other  body 
parts,  and  that's  if  the  judge  is  in  a 
good   mood   that   day,   upon   which 
likelihood  I  would  not  place  a  large 
sum  of  money. 

Yours, 

Coyote 

P.S.  Please  do  not  forget  about  the 
Liddy  autograph. 

COYO  IE  Jack  writes  novels  and  such 
under  the  name  '  'Peter  Bowen. ' ' 


^^x^uist'tc  (^l/7iM£K^i>0yeufe^ry 


700  FIFTH  AVF-NLF,     NF,\V  YOKK.  NY  10019 
TELEPHONE  (212)  597-SOOO 


Precision  crafted  in  Swifyeriand  since  1856.  The 
"Galaxis  Collection  "-all  18K  gold  and  processed 
sapphire,  water  resistant  to  300  ft 


The  Margaux  Restaurant  at  the  Kowloon  Shangri-La,  Hong  Kong. 


In  Asia's  bustling  cities, 
an  oasis  awaits  the  trader  and  traveUer. 


SHANGRI-LA  INTERNATIONAL 
HOTELS  ..«  RESORTS 

BALI  •  BANGKOK  •  BEIJING  •  Fill  •  HANCZHOU  •  HONG  KONG  •  KOTA  KINABALU 
KUAU  LUMPUR  •  PENANC  •  SHANGHAI  •  SINGAPORE 

For  reservations  and  information  please  call  USA  h  Canada  ( 1  -800)  942  50SO  or  your  travel  agent 
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So  THE  DAMN  PLANE  is  two  hours 
behind  schedule,  and  that  means 
there's  no  time  to  change  into  your 
work  clothes  before  the  date  you're 
already  an  hour  late  for.  You've  got  a 
job  to  do  that  was  booked  months  in 
advance,  and  you're  sitting  in  your 
first-class  chair — window  bulk- 
head— trying  to  remain  calm.  What 
do  you  do.^" 

Simple,  if  you're  bandleader  Peter 
Duchin.  You  remove  your  garment 
bag  from  the  overhead  rack,  walk 
into  the  lavatory  and,  with  some  dif- 
ficulty, undress  and  redress  into  your 
tuxedo.  "It  saves  time,"  the  well- 
built,  affable  bandleader  offers,  "and 
the  stewardesses  love  it." 

For  nearly  three  decades  Duchin, 
a  debonair  New  Yorker,  and  his  or- 
chestras have  made  people  get  up 
and  dance.  He  has  played  for  presi- 
dents and  kings,  Hollywood  bright 
lights    and    political    heavyweights, 

ring  Pro 


THE  ART  OF  TRAVEL 


Getting  from  gig 

to  gig  with 

Peter  Duchin. 


By  Nancy Sou'iham 


wealthy  friends  and  equally  wealthy 
strangers.  In  the  past  year  alone,  Du- 
chin played  110  dates  in  65  places, 
traveling  an  aggregate  of  250,000 
miles  to  get  to  those  shiny  Baldwins, 
Steinways  and  Yamahas.  (In  addi- 
tion, his  seven  other  groups  played 
another  1,000  dates  without  him.) 

Like  everyone  who  travels  exces- 
sively, Duchin  sighs  over  the  lamen- 
table lack  of  assistance,  inevitable 
delays  and  promised  ETAs  not  kept. 
"When  I  first  began,"  he  says,  "the 
band  would  be  assigned  a  travel  ser- 
vice manager.  We  were  properly  tak- 
en care  of  That  is  not  the  case  today. 

"One  is  rudely  treated  by  the  air- 
lines, and  one  stands  in  terror  of 
losing  one's  instruments.  We  make  a 
big  effort  to  locate  rental  agencies  for 
tuxes  and  instruments.  The  bags  arc 
lost  too  much — that's  a  huge  fear  in 
our  business.  One  must  allow  for  de- 
lays." Which  is  why  Duchin  carries 
his  work  clothes  on  board  with  him. 
always,  in  a  handy  garment  bag. 


And  which  is  why,  once  the  plane 
is  actually  boarding,  he  recommends 
getting  on  first.  "Don't  hang  around 
and  wait  until  they  call  out  your  seat 
number,"  he  says.  "If  you  get  on 
first,  you're  assured  the  baggage  rack 
above  your  seat  is  empt>." 

And  which  is  why,  he  says,  make 
sure  you're  a  member  of  every  s'tngU 
airline  club  in  America.  "That  wa\ 
you  can  use  their  lounges  to  transact 
business,  make  phone  calls  and  have 
airline  personnel  help  you  with  travel 
arrangements.  When  you're  an  eight- 
piece  band  and  you've  got  a  job  to 
get  to,  and  the  plane  is  delayed,  you 
need  all  the  help  the  airline  person- 
nel can  give  you." 

Though  Duchin  himself  is  always 
met  at  the  airport  either  by  the  client 
or  a  limousine,  the  boys  in  the  band 
often  hire  a  van  for  themselves  and 
their  instruments.  Another  tip,  he 
suggests,  is  to  be  a  preferred  member 
of  every  car  rental  agency  in  the 
country.  Checking  in  and  returning 
the  vehicle  with  a  membership  can 
easily  save  half  an  hour,  often  the 
difference  between  a  connection 
made  and  a  connection  blown. 

Wherever  and  whenever  a  flight  is 
canceled,  the  band  must  find  a  way 
to  play  on.  When  that  happens,  the 
bandleader  has  to  charter  an  aircraft, 
or — for  someone  who  seems  to  know 
le  tout — phone  a  friend  who  happens 
to  have  his  own  jet. 

"I  remember  one  time  we'd 
played  in  Palm  Beach."  Duchin  says, 
"and  we  had  to  get  to  Panama  City, 
Fla.,  to  play  the  next  night,  and  all 
the  commercial  flights  were  canceled 
because  of  a  tornado.  I  phoned  this 
friend  of  mine  who  had  a  jet,  and  he 
agreed  to  fly  us.  So  there  we  were. 
following  a  tornado.  The  pilot  would 
say,  'I  see  a  hole  in  it  near  Tampa,' 
and  in  wc  went.  You  should  have 
seen  the  guys  in  the  band.  White 
with  fear.  We  made  the  date.  Well," 
he  corrects  himself,  "we  were  five 
minutes  late." 

Private  jets  do  make  life  simpler. 
"Sure  I've  thought  about  having  my 
own  private  jet.  .\nd  I  concluded  I 
would  ha\c  to  work  t\vicc  as  hard  to 
aflord  one." 


I  i>RBi:s 


PTl 


'  The  world  class  workout  for  those  who  never 
. I  learned  the  difference  between  work  and  play. 


For  those  who  don't  separate  exercise 
for  the  mind  from  exercise  for  the  body. 
we  introduce  NordicSport™. 

NordicSport",  from  the  NordicTrack^ 
Company,  represents  a  new  concept  in 
world-class  sport  simulators 
designed  to  make  exercise 
a  synergy  of  function 
and  fun. 


While  most  other  equipment  is 
buOt  to  exhaust,  NordicSport™  is  built 
to  exhilarate.  With  each  NordicSport™ 
sport  simulator™,  your  eye  is  caught  by 
the  sleek  beauty  of  its  ergonomic 
styling  —  your  senses  captured  by  its 
state  of-the-art  assembly  and  graphite 
composite  construction. 

All  of  which  gives  you  a  whole-body 
aerobic  workout  as  pleasurable  as  it  is 
purposeful  Each  major  muscle  group 
is  toned.  The  heart  rate,  elevated.  The 
mind,  focused.  The  spirit,  refreshed. 

So  call  us  today.  And  find  out  why 
^  there  doesn't  have  to  be  a 

difference  between 
work  and  play. 


Si 


Discover    n  o  r  d  J  c    s  p  QJLJ 

b  y   ^ordiclrack 

For  a  free  video  and  brochure,  call  1-800-445-2231  ext.  47SI1 
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Classic  WHITE  -frhe  Dress  Shirt. 


/ 


/ 


M    A     C     Y 


rr 


B!  mmw] 


C  a  R  P  □  R  AT  E 
GIFT     SERVICE 


An  Important 

Business  Contact 

When  Gifts 

Are  Important 
To  Your  Business 

Macy  s  Corporate  Gift  Service  is 
the  total  resource  for  all  your  gift 
giving  needs.  There's  absolutely 
no  charge  or  minimum  purchase 
necessary  to  put  our  consultants  to 
work  for  you.  Whether  you're 
looking  for  innovative  incentive 
programs  or  honoring  a  valued 
employee,  we'll  handle  all  the 
details,  leaving  you  free  to 
concentrate  on  business.  And 
when  it  comes  to  your  holiday  gift 
program,  just  give  us  your  list  and 
we'll  do  the  rest.  We  can  even 
arrange  for  the  recipients  to 
choose  for  themselves  with  Macy's 
Gift  Certificates  and  special 
Merchandise  Gift  Bonds.  Call  us 
today,  at  212-560-5620 

macys 


The  bulging  bandleader  and  his  terrific  Topsiders. 


Outside  of  New  York,  Duchin's 
favorite  hotel  in  America  is  San  Fran- 
cisco's Stouffer  Stanford  Court. 
There  he  always  orders  a  suite  on  the 
side  away  from  the  street.  "I  want 
silence  when  I  get  to  my  room"  he 
says.  Because  the  band  often  doesn't 
have  much  time  to  eat,  room  service 
is  key  to  their  survival. 

"The  hotel's  room  service  has  to 
be  quick  and  has  to  be  24-hour,"  says 
Duchin,  who  likes  his  food  and 
drink.  "Quick"  means  20  minutes, 
max.  The  Stanford  Court  and  the 
Mayfair  Regent  in  Chicago  arc  the 
two  hotels  which  win  the  20-minutc 
Duchin  award  for  promptness. 

"Another  important  element  is  the 
staff  Preferably,  there  should  be  a 
certain  continuity  in  the  staff  of  any 
hotel.  I  don't  want  a  group  of  kids 
who  arc  continually  shuffling  jobs." 

I'eter  Duchin  can.  on  a  moment's 
notice,  have  his  band  play  any  one  of 
.S.OOO  tunes  in  their  repertoire,  and  at 
the  piano,  he  is  the  ver\'  picture  of 
imperturbable  aplomb.  Ne\crthe- 
Icss.  life  on  the  road  for  a  Duchin-led 
band  does  ha\  e  its  moments  of  truth 
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and    tribulation.    Like    the    time   injji\ 
Louisiana  a  year  ago  when  all  the 
band's  luggage  was  lost,  and  they  had 
to  rent  everything:  clothing,  amplifi- 
ers, drums,  guitar,  bass.  That  was 
fine;   everything  was   produced  ex-| 
cept  for  one  small  detail.  The  rental 
agency  had  run  out  of  black  shoes. 
Never   mind.   The   band    members 
played  on  in  black  tie,  Topsiders  and 
sneakers.    The    folks    in    Louisiana  ^ 
loved  the  shoes  and  wanted  to  know( 
if  "Topsiders'n'tux"  was  the   new< 
rage  in  New  ^'ork  Cirs".  ' 

Then    there    was    the    Kentucky  i 
Derby  party  at  Spendthrift  Farms  in  i 
Lexington  a  couple  of  years  ago.  .Ml  I 
the  musical  instruments  were  rented  ! 
as  planned.  Fhe  only  equipment  that : 
was  missing  were  the  drumsticks,  a  : 
minor  detail  discovered  minutes  be- 
fore the  band  was  set  to  play.  The 
conga  drummer  went  to  the  kitchen, 
returned     to     the     bandstand     and 
played  with  a  monkey  wrench  in  one 
hand,  a  pair  of  pliers  in  the  other. 

Being  Peter  Duchin  is  nice  work — 
as  the  (icrshwins  would  say — if  you 
can  get  it.  Still,  it's  work.  "There  arc 


es  on  the  road  when  we  play  four 

tcs  in  a  row  in  different  cities,"  he 

s,  "playing  until  one  in  the  morn- 

,  and  then  on  a  plane  at  eight  or 

e  the  same  morning,  and  some- 

ing    gets    screwed    up,    and    the 

id's  dead  tired,  and  I'm  tired,  and 

've  got  work  to  do." 

So  if  there's  one  thing  the  road  has 

ught  the  54-year-old  bandleader  to 

iltivate,  it's  patience.   "I   used  to 

se  it  when  things  didn't  go  the  way 

cy  should,"  he  reflects.  "Now  I 

on't.  There's  just  no  point."-!? 

[ANCY  SOUTHAM  is  a  journalist 
in  Montreal. 
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DucHiN's  High  and 
Low  Notes 

Hotels  (attention  to  detail,  ser- 
vice, civility,  room  service,  and 
(luiet) 

BEST:  Stouffer  Stanford  Court, 
Huntington  Hotel,  San  Francisco; 
Soniat  House,  New  Orleans;  May- 
fair  Regent,  Chicago;  Regent  Bev- 
erly Wilshire,  Sunset  Marquis, 
Los  Angeles;  Ritz-Carlton,  Bos- 
ton; La  Fonda,  Santa  Fe;  Ritz- 
Carlton  Buckhead,  Atlanta. 
« 

WORST:  Radisson,  Burlington,  VT. 
Best  Room  Service:  The  Car- 
lyle,  New  York;  Stouffer  Stanford 
Court,  San  PVancisco;  Mayfair  Re- 
gent, Chicago;  The  Brown  Palace, 
Denver. 

Airports 

Best  (easy  transfers,  no  hassles, 
no  lost  baggage):  Tampa;  San 
Francisco;  Dallas-Ft.  Worth;  Bill- 
ings, MT;  Portland,  OR. 
Worst  (lost  baggage,  delays,  dif- 
ficult transfers):  Heathrow;  JFK; 
La  Guardia;  O'Hare;  Los  Angeles; 
Miami. 
Airlines 

Best  (service  and  attention):  Del- 
ta; American;  Northwest. 
Worst  (lack   of  same:    United; 
Continental;  Trump. 
Best  Airport  Newsstjwd:  La 
Guardia;  San  Francisco. 
Worst    Airport    Newsstand: 
O'Hare. 


ENJOY  THE  WORLD'S  FINEST  SMOKED  SCOHISH  SALMON  EVERYDAY, 
NOT  JUST  ON  SPECIAL  OCCASIONS! 

Let  us  solve  all  your  gift  problems  by  taking  care  of  your  goodself,  friends,  relations. 

Mackenzie's  Smoked  Scottish  Salmon  is  world  renowned  for  its  careful  balance  of 

aroma,  taste  and  texture.  Each  side  is  skillfully  hand  sliced  to  translucent  thinness 

and  interleaved  with  cellophane  for  ease 

in  serving. 

CaU  1-800-858-7100  or  FAX  1-301-644-0635 

for  48-hour  delivery. 

2  lb.  Side  ^59f°  •  1  lb.  Side  ^32.^"  X7 

The  perfect  patio  or  party  presentation  Toll  Free  1-800-858-7100  /  Fax  1-301-644-0635 


LIMITED 


The  World's  Smaflest 
Fax  Machine 


Check  with  the  Guinness  Book  Of  Records*  The  new  RICOH  PF-1  weighs 

just  SVz  pounds,  and  faxes  8y2  x  11  documents.  So  call  1-800-63-RICOH  ext.  1337 

and  put  the  smallest  fax  in  the  world  in  your  briefcase. 


Where  Imagination  Becomes  Reality 

*  As  certified  by  the  Guinness  Book  Of  Records 


Worldwide  Facsimile  Sponsor 
1992  Olympic  Games 

CXX) 
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The  TRENDIER  restaurants  in  L.A. 
pulsate  with  their  own  brand  of  ener- 
gy. I  refer  not  to  the  service,  of 
course,  which  can  be  desultory  if 
you're  unknown,  but  to  the  action  at 
the  other  tables.  All  about  you  the 
room  throbs  with  a  palpable  sense  of 
deals  being  struck,  among  diners 
buffed  to  the  kind  of  healthy  sheen 
that  only  strenuous  exercise  and 
costly  surgery  can  impart. 

By  and  large,  though,  Jackie  Col- 
lins lied  to  us.  To  keep  up  with  the 
food  scene  in  L.A.,  you  don't  need  a 
bankroll,  a  couturier,  a  set  of  im- 
plants or  a  high  recognition  factor. 
What  you  need  is  wheels.  The  city 
sprawls,  and  restaurants  have  scat- 
tered to  its  nether  reaches  to  evade 
escalating   rents.   Public   transporta- 


and  affordable  breakfast.  Located 
the  older  and  slightly  seedy  mid-Wjl 
shire    district.    Campanile,    like  '\ 
many  L.A.  eateries,  appears  to  ha\ 
sprung  up  in  the  middle  of  nowherj 
Even  so,  customers  are  lured  by  pr 
visions  from  the  adjoining  La  Brt 
Bakery,  as  well  as  by  the  restaurantl 
tranquil    setting — its    vaulting   sutl 
filled  atrium,  empty  bell  tower  an] 
terra   cotta   tiles   a   post-Hollyw( 
take  on  Siena. 

You  order  from  a  blackboard  men! 
at  the  bar,  and  carry  coffee  and  yoil 
choice  of  the  pastries  on  display  tl 
your  table.  Hot  items,  prepared  il 
the  open  kitchen,  are  brought  to  yoil 
Currant  scones  ($2.25)  and  brioch| 
baked  with  creme  fraiche  custard  ar 
uncloying  accompaniments  to  th| 
decent  cappuc 
^^^  _  ^^  ^^  ^^  cino.  Soft-boilc 

Deals  On  MealsirrC 

crumbled  apple 
spiced         baco»| 
($5.50)   come   with   other   triumph 
from    the    bakery:    an    improbahl- 
crusty    ficelle,    and    butter\',    swcci 
slices  of  toasted  pain  de  mie.  ser\c( 
with   homemade  apricot,   mango  i> 
rose  geranium  preser\es.  Best  of  all  i 
the    toasted    walnut    bread    toppec 
with  mild  goat  cheese  and  a  drizzle  o| 
olive  oil  ($3.50).  Stop  at  La  Brea  or 
your  way  out  and  grab  a  loaf  for  tht^ 
road. 

(624  South  Im  Brea  Ave.,  mid-WU\ 
shire  District.  Open  Mon.-Sat\ 
8-11:30  a.m.  and  6-11  p.m.  Majot\ 
CC  accepted,  cash  only  for  breaks 
fast.213-93S-l-f47.) 

Joachim  Splichal  is  L..-\.'s  celebrirsl 
chef  of  the    hour.    Followers    havcj 
gone  around  the  track  with  him  scv-l 
eral  times,  making  pit  stops  at  thc| 
Regency  C^lub.  Seventh  Street  Bis- 
tro, and  Max  au  Triangle.  Splichal'sj 
fans  attribute  the  smashing  success 
of  his  latest   run  at  Patina  to  the 
chefs  newfound  ftxnis,  and  to  his 
sous-chefs  ability  to  keep  the  place] 
tiumming  when  the  boss  is  away. 

Hunkered    down   on    the   scruffy i 
frontier  of  Melrose,  past  the  retro- 1 


In  Los  Angeles: 

a  short  course 

on  food  in  the 

fast  lane. 


tion  wheezes;  cab  sightings  are  rare. 
Almost  nothing  is  convenient  to  your 
hotel,  so  get  in  that  rental  car  and 
drive  to  your  next  meal  like  everyone 
else.  The  following  choices  for 
breakfast,  lunch  and  dinner  highlight 
exceptional  food  at  manageable 
prices  in  a  range  of  locales. 

If  you  find  early-morning  convivi- 
ality hard  on  the  nerves,  serve  your- 
self at  Campanile.  Although  dinner 
at  this  ascendant  star  can  be  pricey, 
the  management  also  does  an  elegant 
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Without  Black,  it  would  all  be  flat. 
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Ultimately,  there's  Black. 
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%e  ultimate  in  sound... Th 


Chris  Isaak: 
Heart  Shaped  World 
(Reprise)  73735 
Extreme:  Pornogratfitti 
(A&M)  43557 
Roger  McGuinn:  Back 
From  Rio  (Arista)  81997 
Pat  Benatar:  True  Love 
(Chrysalis)  44663 
Fleetwood  Mac: 
Behind  The  Mask 
(Warner  Bros)  43766 
Bulgarian  State  Radio  & 
TV  Choir:  Le  Mystere 
des  voix  Bulgares 
(Nonesuch  )  01081 

Tom  Petty:  Full  Moon 
Fever    (MCA)  33911 
The  Best  Of  Bob  Marley: 
Legend  (Island)  53521 
Black  Box:  Dreamland 
(RCA)  84063 
America:  History 
(Greatest  Hits) 
(Warner  Bros  )  23757 

Dolly  Parton,  Linda 
Ronstadt,  Emmylou 
Harris:  Trio 
(Warner.  Bros.)  14804 

Yanni: 

Reflections  0(  Passion 

(Private  Music)  24223 

Jackson  Browne: 
The  Pretender 
(Elektra)  10848 
Leon  Redbone:  Sugar 
(Private  Music)  62325 
The  Best  Of  Melanie 
(Buddah)  20005 
Jesus  Jones:  Doubt 
(SBK)  44654 
U2:  The  Joshua  Tree 
(Island)  53501 
The  B-52's:  Cosmic 
Thing  (Repnse)  14742 

Lisa  Stanslield: 
Affection  (Arista)  34198 

Traveling  Wllburys:  Vol. 
1    (Warner  Bros)  00711 

Stevie  B:  Love  And 
Emotion  (RCA)  00539 
Concrete  Blonde;Blood- 
lettlng  (IRS)  84212 
VanHalen:  OU812 
(Warner  Bros  )  50913 
The  Cars:  Greatest  Hits 
(Elektra)  53702 
The  Escape  Club  : 
Dollars  And  Sex 
(Atlaimc)   54291 


Bette  Midler: 
Some  People's  Lives 
(Atlantic)  53568 
Slaughter:  Stick  It  Live 
(Chrysalis)  20666 
Cinderella:  Heartbreak 
Station  (Mercury)  73694 
Paul  Simon:  Graceland 
(Warner  Bros.)  72315 

Carly  Simon:  Have 
You  Seen  Me  Lately? 
(Arista)  20912 
Supertramp:  14  Classics 
(A&M)  04891 
Carreras,  Domingo, 
Pavarotti:  3  Tenors 
(London)  35078 

Acoustic  Alchemy: 
Reference  Point 
(GRP)  82967 

Music  Of  Bali 
(Nonesuch)  44671 

Jane's  Addiction: 
Ritual  de  lo  Habitual 

(Warner  Bros.)  10020 

Paula  Abdul:  Shut  Up 
And  Dance  (The  Dance 
Mixes)  (Virgin)  80326 

Reba  McEntire:  Rumor 
Has  It  (MCA)  44609 
Endless  Love-Great 
Motown  Love  Songs 
(Motown)   10995 
Best  Of  Eric  Clapton: 
Time  Pieces 
(Polydor)  23385 

Prince:  Graffiti  Bridge 

(Paisley  Park)  34107 

16  Top  Country  Hits, 
Vol.  1    (MCA)   74207 
Warner  Bros.  Symphony 
Orchestra:  Bugs  Bunny 
On  Broadway 
(Warner  Bros )  70059 

Aerosmith:  Pump 
(GeHen)  63678 

VInce  Gill:  Pocket  Full 
Of  Gold  (MCA)  73599 

Bad  Company:  Holy 
Water  (Atlantic)  24784 

Replacements:  All 
Shook  Down 

(Warner  Bros  )  83585 

Grateful  Dead  :  Built  To 
Last  (Arista)  72230 
Palsy  Cllne:  12  Greatest 
Hits  (MCA)  53849 

PInnock:  Vivaldi, 
The  Four  Seasons 
(Archiv)   15356 


Startwith  A  COMPACT  DISCS  NOW 

awn  Willi  t^  pjy  only  shippings  handling  witti  membership 

Buy  just  i  smash  hit  in  one  year's  time 
Then  get  X  CDs  of  your  choice,  FREE'^' 
Enjoy  R  CDs  for  the  price  of  one 


Nothing  more  to  buy. ..EVER! 


Edi*  Brickell:  Ghost  Of 
A  Dog  (GpHon)  73923 

Jofl  Cocker:  13  Classics 
oiMl  04887 

I  UGH  Hornsby  &  The 
•1   ANIqhlOnThe 
•    A.  e:»689 


The  Mamas  &  Papas:  16 
Of  Their  Greatest  Hits 
(MCA)   80183:1: 
Elvis  Presley:  Great  Per- 
formances (RCA)  60752 

Led  Zeppelin  IV  (Runes) 
(Atlantic)  12014 


ZZ  Top:  Recycler 

(Warner  Bros.)  73969 
Janet  Jackson's  Rhythm 
Nation    (A&M)  72386 
Crosby,  Stills,  Nash  & 
Young:  Greatest  Hits 
(Atlantic)  30230 
Frank  Sinatra:  Sinatra 
Reprise/The  Very  Good 
Years (Repnse)  80304 

Lynyrd  Skynyrd's 
Innyrds    (MCA)  01150 
Foreigner:  Records 
(Atlantic)  53317 

Hi-Five 
(Jive)  10542 

Clint  Black:  Kiliin'  Time 
(RCA)  01112 
Charlie  Parker:  Bird/ 
Original  Recordings 
(Verve)  01044 
Depeche  Mode:  Violator 
(Sire)  73408 
Anita  Baker:  Compo- 
sitions (Elektra)  00921 

Kitaro:  Kojiki 
(GeHen)  43758 

Gerald  Albright: 
Dream  Come  True 
(Atlantic)   10490:-: 
Simon  &  Gartunkel;  The 
Concert  In  Central  Park 
(Warner  Bros  )  44006 

Styx:  Edge  Of  The 
Century  (A&M)  74498 

M6tley  Crue: 
Dr.  Feelgood 
(Elektra)  33928 

The  Police:  Every 
Breath  You  Take— The 
Singles  (A&M  )  73924 

Quincy  Jones: 
Back  On  The  Block 

(Warner  Bros  )  64116 
AC/OC:  Back  In  Black 
(Atlantic)   13772 

The  Judds: 
Love  Can  Build  A 
Bridge  (RCA)  24549 


Vinnie  James:  All- 
American  Boy 
(RCA)  63237 

Clint  Black:  Put 
Yourself  In  My  Shoes 
(RCA)  24690 

Contraband 

(Impact/MCA)  32031 

Eagles:  Hotel  California 
(Asylum)  30030 

The  Cole  Porter 
Songbook  (RCA)  54023 

Diane  Schuur:  Pure 
Schuur  (GRP)  10824 
Guy!:  Guyl...The  Future 
(MCA)  14875 
George  Strait:  The 
Chill  Of  An  Early  Fall 
(MCA)  53641 
Fleetwood  Mac: 
Rumours 
(Warner  Bros )  24025 

Father  M.C.:  Father's 
Day  (MCA)  53724 
Z.Z.  Hill:  Greatest  Hits 
(Malaco)  64479 
INXS:  X  (Atlantic)  64378 
Tomlta:  Snowflakes  Are 
Dancing  (RCA)  30763 
Steolheart  (MCA)  44528 
Engelbert  Humperdlnck: 
Love  Is  The  Reason 
(Critique)  94103 
Benny  Goodman: 
Yale  University 
Recordings,  Vol.  1 
(MusicMasters)  93504 

Keith  Sweat:  I'll 
Give  All  My  Love  To  You 
(Elektra)  51603 
Dave  Grusin:  Havana/ 
Sdtk.  (GRP)   11082 
Dwight  Yoakam: 
If  There  Was  A  Way 
(Ropnso)   64310 
Paul  Overstrvet : 
Heroes  (RCA)  50526 

Diana  Ross  A  The 
Supremes:  20  Greatest 
Hits   (Motown)   63867  :^ 


Madonna:  The 
Immaculate  Collection 
(Sire)  54164 

Marvin  Gave:  15 
Greatest  Hits 
(Motown)   53534  :•: 

Damn  Yankees 

(Warner  Bros.)  14852 

Styx:  14  Classics 
(A&M)  14822 
Kronos  Quartet: 
Winter  Was  Hard 
(Nonesuch)  00675 

ACrtJC:  The  Razors 
Edge  (ATCO)  33379 
George  Benson/ 
Count  Basie  Orch.: 
Big  Boss  Band 
(Warner  Bros)  13519 

Nelson:  After  The  Rain 
(DGC)  74079 
16  Top  Country  Hits, 
Vol.2  (MCA)  34217 
You  Can't  Hurry  Love 
(Motown  Love  Songs) 
(Motown)  10584  ■■:■ 

Kenny  G:  Live 
(Arista)  64505 
The  Best  Of  Steely  Dan: 
Decade  (MCA)  54135* 
Mario  Lanza:  The  Great 
Caruso  (RCA)  80259 
Gipsy  Kings:  Allegria 
(Elektra)  11178 

Joe  Sample: 
Ashes  To  Ashes 

(Warner  Bros  )  54092  :;; 

K.T  Oslin: 

Love  In  A  Small  Town 

(RCA)   74372 

Alan  Jackson: 

Here  In  The  Real  World 

(Arista)  53833 

Best  Of  The 
Doobie  Brothers 

(Warner  Bros  )  43738 


Come  Dancing  With  The 
Kinks  (Ansta)  60077 
Barry  Manilow: 
Live  On  Broadway 
(Ansta)  24805 

Kathy  Mattea:  A 
Collection  01  Hits 
(Mercury)   10791 
R.E.M.:  Eponymous 
(1  R  S  )  ObTOI 
Very  Best  Of  Cream: 
Strange  Brew 
(Polydor)   00468 
Al  B  Sure!:  Private 
■nmes  And  The  Whole  9 
(Warner  Bros  )  64332 

Highway  101: 
Grvatest  Hits 

(Warner  Bros  )  83480 

King  8  X:  Faith.  Hope 
Love  By  King's  X 
(AII;intio)   74229 


Ralph  Trevant 
(MCA)   14889 
Twin  Peaks/TV  Sdtk. 
(Warner  Bros )  63540 
Yellowjackets:  Green- 
house (GRP)   10475:-: 
Tangerine  Dream: 
Melrose 
(Private  Music)   10724::; 

Chicago:  Greatest  Hits 
1982-89  (Repnse)  63363 
Billy  Idol:  Charmed  Life 
(Chrysalis)  62264 
The  Cure:  Mixed  Up 
(Elektra)  74190 
Joni  Mitchell:  Night  Ride 
Home  (DGC)  10731 
Great  Love  Songs  Of 
The  '50s  &  '60s,  Vol.  1 
(Laune)  20768 

Lorrie  Morgan: 
Something  In  Red 
(RCA)  83848 

Yes:  Classic  Yes 
(Atlantic)  50248 

B.B.  King: 

Live  At  the  Apollo 

(GRP)  24735 

Best  Of  Robert  Palmer: 

Addictions 

(Island)  10819 

Faith  No  More;  The  Real 

Thing    (Repnse)  63719 

Spyro  Gyra:  Fast 
Forward  (GPP)  00829 

Andrew  Lloyd  Webber: 
The  Premiere  Collection 
(MCA  )   53868 
John  Coltrane:  Giant 
Steps   (Atlantic)   34589 -s 
Chuck  Berry:  TTie  Great 
28   (Chess)   64137 
Eagles:  Their  Greatest 
Hits  1971-75 
(Asylum)  23481 

Selections  From 
•  Cats  "/Original  Cast 
(Geften)  63169 
Goitton  Lightfoot: 
Gord  s  Gold 
(Repnso  ^   24008 

The  Best  01  The 
Manhattan  Transfer 
(Atlantic)  30125 
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Air  Suppty:  GrMtest 
Hits  (Ansta)  34424 
BIng  Crosby's  Gr»«t»st 
Hits   (KK;a>  04709 
Carpenters:  LoveWnes 
^A&&^  247M 
Jefferson  StarshIp:  OoW 
(RCAl  64132 
Tata  6:  So  Much  2  Say 
(Ropnaa)  S36M 


Whitr>ey  Houston:  Im 
Your  Baby  Tonight 
(Ansta)   10663 

Randy  Travis: 
Heroes  And  Friends 
iWa'ie'  B'os  i  74597 
Jackson  Browne: 
Running  On  Empty 
Runing  (EieWra)  IK 

Trixter 

iMechanicMCA)  61! 

Chick  Corea  AkousUe 
Band:  Alive 
(GRPi   10721 
Bell  Biv  DeVoe:  Pois 
(MCAl   00547 
Marcus  Roberts:  Al 
With  Three  Giants 
(Novus)  54397 

Diane  Schuur: 
Collection  iGRP)  63S9 

Best  Of  Dire  Straits 
Money  For  Nothing 
(Warner  Bros  )  00713 
Traveling  Wilborys. 
3  (Warner  Bros  )  24817 

Don  H«»ln:  End  Of  Th 
Innocence  (Getteni0106 

Peggy  Lee  Sings 
TbeBlues 
(MusicMasters)  43661 

Hank  WWiMm.  Jr     ^ 
America  (The  Way  ISoe 
It)  (Wame'  Bros  '  2061. 
Clibum:  My  Favorite 
Chopin  iRCAl   10998 

T^e  Best  Of  Bad 
Company:  10  From  6 
(Atwr^fc^  60321 
1950  s  Rock  A  Roll 
Revival  (BodOah)  1117? 

GfMtMt  Goapat  HHs 
(Maiaoo)  44366 
Char  Hawt  Of  Stona 
(Geftan)  42874 

OabMaOibMn: 
Any«Mng  la  PoaaMa 
(Attonnc)  24815 

Baal  0«  The  Bluas  I 

(Pa.n  11140  >: 

EjHUbJur^ScT  1049S 

Ait»aSh«r194« 

(Mus^Maalacs)  73774 
Oklahoma<A)riginal  Caa> 
(MCA)  541  IS 
AOOC:  Otrty  Daada 
Dona  Dirt  Ctwof 
(Atlantic)  4»44 


(MCA)  44Sa« 


Elactnc  LacMand 
(Rapnsa)  23962 

jBwea  Oalwav  •  M^fV 
MancM:  m  The  Ptnk 
(RCA)  51758 
Oaum  Baata:  ThaStan* 

■nla  (V»r««) 


\..The  ultimate  in  savings... 
^  ..The  ultimate  in  sotmd... 


I  Another  Bad  Creation: 
ICoolJn'  At  The  Play- 
I  ground  (Motown)  104S6 

I  Sinead  O'Connor:  I  Do 
Not  Want  What  t  Haven't 
Got  (Chrysalis)  33512 

David  Lee  Roth: 

A  Little  Ain't  Enough 

(Warner  Bros)  10551 

Peter  Gabriel:  So 
(Geffen)  14764 

Suzanne  Ciani: 
Pianissimo 

(Private  Music)  11047:-: 

Horowitz  At  Home 
(DO)  25211 

Deee-Lite:  World  Clique 
(Elektra)  52050 

Jon  Bon  Jovi:  Blaze  Of 
filory  (Mercury)  44490 

Kentucky  Headhunters: 
Pickin'  On  Nashville 
(Mercury)  24740 

Guns  N'  Roses: 
Appetite  For  Destruc- 
tion (Geften)  70348 

The  Civil  War/TV  Sdtk. 
(Nonesuch)  14486 


ZZ  Top:  Recycler 
(Warner  Bros)  73969 

The  Go-Gos  :  Greatest 
Hits  (IRS.)  50315 

Jeffrey  Osborne:  Only 
Human    (Ansta)  00545 

U2:  Rattle  And  Hum 
(Island)  00596 

Neil  Young:  Ragged 
Glory  (Reprise)  34621 

Bon  Jovi:  New  Jersey 
(Mercury)  00516 

Oef  Leppard:  Pyromania 
(Mercury)  70402 

Daryl  Hall  &  John  Dates: 
Change  Of  Season 
(Arista)  00543 

Keith  Whitley:  Greatest 
Hits  (RCA)  10728 

Elton  John:  Greatest 
Hits,  Vol.  1  (MCA)  63322 

Buddy  Holly:  From  The 
Original  Master  Tapes 
(MCA)   20069  ;|: 

Michael  Feinstein: 
The  MGM  Album 
(Elektra)  10699 


Hank  Williams,  Jr.:         ~ 
Pure  Hank 
(Warner/Curb)  60351 

Dionne  Warwick 
Sings  Cole  Porter 
(Arista)  53326 

Moody  Blues:  Days  Of 
Future  Passed 

(Threshold)  44245 

Irving  Berlin:  Always 
(Verve)  00808 

Bread:  Anthology  Of 
Bread  (Elektra)  63386 

James  Taylor:  Greatest 
Hits  (Reprise)  23790 

Scorpions:  Crazy  World 
(Mercury)  14795 

Johnny  Gill 
(Motown)  00738 

Alabama:  Pass  It  On 
Down  (RCA)  00531 

Winger:  In  The 
Heart  Of  The  Young 
(Atlantic)  00570 

The  Best  Of  The  Jets 
(MCA)  32134 

Jeff  Lynne:  Armchair 
Theatre  (Reprise)  00803 


Chicago  :  Twenty  1 
(Repnse)  10533 

Paula  Abdul:  Forever 
Your  Girl    (Virgin)  00933 

Guns  N'  Roses:  GN'R 
Lies    (Geflen)  00805 

The  Winans:  Return 
(Qwest)  00530 

The  Unforgettable  Glenn 

Miller  (Bluebird)  60117:-: 

Best  Of  The  Bubblegum 
Years  (Buddah)  24141 

Vincent  Herring: 
American  Experience 
(MusicMasters)  83701 

The  Robert  Cray  Band: 
Midnight  Stroll 
(Mercury)  73659 

The  Jeff  Healey  Band: 
Hell  To  Pay 
(Ansta)  00544 

Amani  A.W.  Murray 
(GRP)  03669 

The  Who:  Who's 
Better,  Who's  Best 
(MCA)  00790 

Morrissey:  Bona  Drag 
(Sire)  00578 


Vanilla  Ice:  To  The 
Extreme  (SBK)  24689 

Ratt:  Detonator 
(Atlantic)  63335 

Rod  Stewart's 
Greatest  Hits 

(Warner  Bros)  33779 

Don  Henley:  Building 
The  Perfect  Beast 
(Getfen)  50129 

Classic  Marches/Slatkin 
(RCA)  00996 

Fine  Young  Cannibals: 
The  Raw  &  The  Remix 
(MCA)  53904 

Peter,  Paul  &  Mary: 
Flowers  &  Stones 

(Gold  Castle)  64074 

The  Alarm:  Standards 
(IRS.)  24765 

John  Cougar 
Mellencamp:  Big  Daddy 
(Mercury)  80064 

10,000  Maniacs:  Hope 
Chest  (Elektra)  44340 

Bob  James: 

Grand  Piano  Canyon 

(Warner  Bros)  04899 


Steve  Winwood: 
Refugees  Of  The  Heart 
(Virgin)  54232 

Dread  Zeppelin:  Un-Led- 
Ed  (IRS)  63594 

Tone-Loc:  Loc-Ed  After 
Dark    (Delicious  )  01033 

The  Neville  Brothers: 
Brother's  Keeper 
(A&M)  63513 

Whitney  Houston: 
Whitney  (Ansta)  52854 

Bonnie  Raitt  Collection 
(Warner  Bros.)  00569 

The  Best  Of  ZZ  Top 

(Warner  Bros)  24040 

Jazz  Classics 
(Compose)  10460 

Kik  Tracee:  No  Rules 
(RCA)   10719 

Patty  Loveless: 
On  Down  The  Line 
(MCA)  00553 

En  Vogue:  Born  To  Sing 
(Atlantic)   14187 

Slaughter:  Stick  It  To  Ya 
(Chrysalis)  42308 


The  Oak  Ridge  Boys: 
Unstoppable 
(RCA)  64423 

Marty  Stuart:  Tempted 
(MCA)  70076 

George  Strait: 
Greatest  Hits.  Vol.  2 
(MCA)  63635 

Deep  Purple:  Slaves  & 
Masters  (RCA)  11145 

The  Moody  Blues: 
Greatest  Hits 

(Threshold)  34284 

Madonna:  I'm 
Breathless  (Sire)  00572 

Tommy  JarT>es  &  The 
Shondells:  Anthology 
(Rhino)  44185 

Allman  Bros:  Eat  A 
Peach  (Polydor)  63353 

Pat  Benatar:  Best  Shots 

(Chrysalis)  44319 

Linda  Ronstadt:  Cry 
Like  A  Rainstorm, 
Howl  Like  The  Wind 
(Elektra)  52221 

R.E.M.:  Gr«en 
(Warner  Bros)  00715 


START  WITH  4  COMPACT  DISCS  NOW!  Yes,  start 
with  any  4  compact  discs  shown  here!  You  need  buy 
just  1  more  hit  at  regular  Club  prices  (usually  $14.98  — 
$1 5.98),  and  take  up  to  one  full  year  to  do  it.  Then 
choose  3  more  CDs  FREE.  That's  8  CDs  tor  the  price 
of  1  ...  with  nothing  more  to  buy,  ever!  (A  shipping/han- 
dling charge  is  added  to  each  shipment.) 

HOW  THE  CLUB  OPERATES  You  select  from  hun- 
dreds of  exciting  CDs  described  in  the  Club's  magazine 
which  is  mailed  to  you  approximately  every  three 
weeks  (19  times  a  year).  Each  issue  highlights  a  Fea- 
tured Selection  in  your  preferred  music  category,  plus 
alternate  selections.  If  you'd  like  the  Featured  Selection, 
do  nothing.  It  will  be  sent  to  you  automatically.  If  you'd 
prefer  an  alternate  selection,  or  none  at  all,  just  return 
the  card  enclosed  with  each  issue  of  your  magazine  by 
the  date  specified  on  the  card.  You  will  have  at  least 
10  days  to  decide  or  you  may  retum  your  Featured 
Selection  at  our  expense.  Cancel  your  membership  at 
any  time  after  completing  your  enrollment  agreement 
simply  by  writing  to  us,  or  remain  and  take  advantage 
of  bonus  discounts. 

FREE  10-DAY  TRIAL  Listen  to  your  4  introductory 
selections  for  a  full  10  days.  If  not  satisfied,  retum  them 
with  no  further  obligation.  You  send  no  money  now,  so 
complete  the  coupon  and  mail  it  today. 
*  Selections  marked  (:•:)  not  available  on  Cassette. 


START  SAVING  NOW  —  MAIL  TODAY! 


Mail  to:  Bt\/1G  Compact  Disc  Club/P.O.  Box  91412/lndianapolis,  IN  46291 
YES,  please  accept  my  membership  in  the  BMG  Compact  Disc  Club  and  send  my  first  four  CDs  (check  box 
below  for  cassettes)  as  I  have  indicated  here,  under  the  terms  of  this  offer.  I  need  buy  just  one  more  CD  at 
regular  Club  prices  during  the  next  year  —  after  which  I  can  choose  3  more  CDs  FREE!  That's  8  CDs  for 
the  price  of  one  ...  with  nothing  more  to  buy,  ever!  (A  shipping/handling  charge  is  added  to  each  shipment.) 


I 


(1) 


A  shipping/handling  charge  is  added 
to  each  shipment. 

CD745  BMG  Compact  Disc  Club.  6550  E  30th  St . 
IndianapolisIN  46219-1194  TRADEMARKS  USED  IN  THE 
ADV  T  ARE  THE  PROPERTY  OF  VARIOUS 
TRADEMARK  OWNERS 


INSTANT 

50%-OFF 

BONUS  DISCOUNTS! 

It's  the  BMG 
difference! 

You  eam  INSTANT 
50%-OFF  BONUS 

DISCOUNTS 
every  time  you  buy 

a  CD  at  regular 
Club  price.  In  a  nut- 
shell ...  buy  1,  take 
another  at  half  price. 
With  other  clubs,  you 
must  first  buy  6  or 
more  at  full  price 
and  become  a 
"Preferred  Member" 
before.you  earn  sav- 
ings like  this! 


RUSH  ME  THESE 
4  HITS  NOW 

(Indicate  by  number): 


I  am  most  interested  in  tfie  music  category  checked  fiere  ■ 
cfioose  from  any  (check  am  only): 


■but  I  am  always  free  to 


1  D  EASY  LISTENING 

Betle  Midler 
Barry  Manilow 


2  D  COUNTRY       3  D  HARD  ROCK 

Clint  Black  ZZ  Top 

Reba  McEntire         Aerosmith 


4  D  POP/SOFT  ROCK 

Madonna 
Elton  Jofin 


5  D  CUtSSICAL 

Luciano  Pavarotti 
Vladimir  Horowitz 


6  D  JAZZ 
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We  reserve  the  right  to  request  additional  inlormation  or  reiect 
any  application  Limited  to  new  members,  continental  USA  only 
One  membership  per  family  Local  taxes,  il  any.  will  be  added 

Cassette  members  will  be  serviced  by  the  BMG  Music  Service 
current  Music  Service  members  are  not  eligible 
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funk  clothing  stores,  past  Citrus — its 
more  established  competition — Pa- 
tina's stuccoed  facade  emerges,  un- 
announced, from  a  fringe  of  papyrus 
trees.  Stepping  inside  is  like  slipping 


into  an  Armani  suit:  the  decor  of 
muted  grays  and  tans  and  bare  pan- 
eled walls  is  casual  if  spare,  its  cool 
severity  relieved  by  a  lone  yellow 
orchid  at  each  table.  In  the  smoking 
section,  no  one  is  smoking. 

The  food,  too,  is  immaculate.  The 
two-course  set  lunch  ($18)  is  a  deal, 
as  is  the  spa  lunch,  where,  as  the 
menu  points  out  somewhat  obscure- 
ly, "culinary  skills  and  less  calories 
meet."  The  latter  option  might  of- 
fer, for  example,  a  salad  of  fennel. 


For  dessert,  you  might  have  the 
velvety  creme  brulee  with  corn  nib- 
lets,  or  the  individual  rhubarb  pie 
with  cinnamon-flavored  ice  cream, 
but  I'd  order  the  chocolate  croissant 
bread  pudding,  all  warm  and  runny 
with  custard,  again  and  again. 

The  one  hitch  at  Patina  is  the  wine 
list,  which,  though  impressively  long 
on  flashy  names  and  price  tags,  offers 
a  scant  handful  of  half-bottles.  A  wis- 
er bet,  particularly  for  lunch,  is  to 
order  from  the  short  list  of  wines  by 
the  glass. 

(5955  Melrose  Ave.,  Hollywood. 
Open  Mon.-Thurs.  11:30  a.m.-2 :30p.m. 
and  6-9:30p.m.;  Fri.  ll:30a.m.'2:30 
p.m.  and  6-10:30  p.m.;  Sat.  6-10:30 
p.m.;  Sun.  6-9:30  p.m.  Major  CC 
accepted.  213-467-1108.) 

When  Locanda  Veneta  opened  a 
sister  restaurant,  Ca'Brea,  in  May, 
first  night  seating  was  sold  out  in  a 
matter  of  hours.  Such  is  the  devotion 
of  the  Locanda  groupie.  The  food — 


week."  The  strangers  to  my  left, 
with  whom  I  became  best  friends 
over  the  course  of  the  meal, 
screamed  enthusiastically  above  the 
din,  "It's  so  New  York." 

Still,  you  can't  fault  the  country- 
style  chicken  soup,  thick  with  pot3 
toes,  corn  and  diced  chicken  ($6.7.S. 
Shrimp  salad  with  arugula  is  laden 
with  a  dozen  fat  shrimp  and  bathed 
in  a  laid-back  olive  oil  and  lemon 
vinaigrette  ($7.95).  A  large  veal  chop, 
broiled  rare  and  moist  and  scented 
with  rosemary,  comes  with  spinach, 
carrots  and  roast  potatoes,  all  packing 
garlicky  heat  ($19.95).  Fettuccine 
with  braised  chicken  and  mushroom 
sauce  is  a  tad  dry  but  flavorful;  risotto 
with  herbs  and  porcini  mushrooms  is 
so  woodsy  and  rich  it  must  be  shared 
($12.50). 

Toward  the  end  of  the  meal,  my 
pal  at  the  next  table  wrapped  his  arm 
around  my  shoulder  and  breathed, 
"Get  the  tiramisu."  At  least  I  think 


^ 


Jackie  Collins  lied  to  us.  To  keep  up  with  the  food 

scene  in  L.A.,  you  don  V  need  a  bankroll,  a  couturier,  a  set  of  implants  or  a 

high  recognition  factor.  What  you  need  is  wheels. 


red  onion,  red  leaf  lettuce  and  or- 
ange and  grapefruit  sections  in  an 
orange  and  olive  oil  dressing,  fol- 
lowed by  a  generous  portion  of  light- 
ly seared  yellowtail  in  vinaigrette,  on 
a  bed  of  diced  asparagus,  carrots, 
scallions  and  tomatoes. 

But  as  most  of  the  mid-day  offer- 
ings are  suitably  healthful  and  well- 
priced,  you  needn't  confine  yourself 
to  set  menus.  Caesar  salad 
($5.75/$ll)  comes  crisply  groomed 
and  aggressively  dressed.  Scallop  roll 
($8.50)  is  Splichal's  trademark  dem- 
onstration of  California  cuisine  at  its 
freshest:  huge  sea  scallops,  perfectly 
underdone,  are  wreathed  in  spinach 
leaves  and  thin  potato  slices,  and 
finished  with  balsamic  vinegar- 
spiked  brown  butter.  Among  the  tra- 
ditional dishes  offered  as  weekly 
specials,  the  chicken  roasted  with  po- 
tatoes and  pearl  onions  in  a  sauce  of 
stock,  mustard,  garlic  and  herbs  is — 
in  \  word — sensational  ($13). 
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Northern  Italian  classics — is  quite 
good  and  moderately  priced,  the  ser- 
vice competent  if  perfunctory.  So  I 
offer  this  recommendation,  though 
with  the  same  caveats  everyone  else 
issues  about  this  outpost  of  chic:  1) 
reserve  well  in  advance,  particularly 
if  you  prefer  to  dine  between  6:30 
p.m.  and  9:00  p.m.;  and  2)  if  you  want 


that's  what  he  said.  In  any  case,  like 
the  other  dishes  hurtling  out  of  the 
kitchen,  this  dessert  turns  out  to  be  a 
fine  rendition  of  an  old  favorite.  .A 
seriously  dense  vanilla  creme  cus- 
tard, served  with  chocolate  or  cara- 
mel sauce,  is  even  better  (both 
$4.95).  The  house  list  features  wines 
from   California   and    Italv   at   com- 


a  romantic  interlude,  book  else- 
where. What  with  the  recorded  mu- 
sic, the  open  kitchen  and  the  thigh- 
to-thigh  seating,  the  noise  in  this 
45-seat  restaurant  is  positively  gut- 
roiling.  One  habitue  explained. 
"Noise  is  like  smog — you  get  used  to 
it.    I    saw    Mel    Cibson    there    last 
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mendably     gentle     markups — most 

under  $30. 

m3S  West  3rd  St..  West  HoUywood. 

Open  Mon.-bn.  11:30  a.m.-2:30p.m. 

and  S:30-10:.W  p.m..  Sat.  .\-30-I0:.m 

p.m.  Major  (X^  accepted.  213-274- 

1S93.) 

In  a  town  consecrated  to  hype,  it 


)mes  as  no  surprise  that  chef  No- 
luyuki    Matsuhisa    summarizes    his 
ive  reviews  on  the  cover  of  his  no- 
Hella-length  menu.  Here,  however, 
le  product  lives  up  to  its  advance 
^ress.  Matsuhisa  is  to  raw  fish  what 
lobuchon  is  to  truffles,  and  he's  got 
|he  23-page  list  of  dishes  to  prove  it. 
Working  the  room  while  his  five 
tous-chefs  tend  the  sushi  bar  of  this 
teeming  little  restaurant,  Matsuhisa 
kays  his  "gourmet  Japanese  cuisine" 
las  been  influenced  by  French,  Ital- 
|ian  and  Chinese  sources,  with  a  dash 
)f  salsa  thrown  in  for  good  measure, 
signature   dish — Dungeness  crab 
topped  with  smelt  roe  and  broiled 
[with  a  spicy  cream  of  mayonnaise 
land  red  chili  ($12) — attests  to  the 
success    of    the    multicultural    ap- 
proach.    Another    popular    special, 
thick  filet  of  black  cod  in  a  miso 
marinade,  is  broiled  just  to  the  point 
of  opacity,  its  dark  glaze  nutty  and 
sweet  ($10).  The  menu  also  offers 
complete  tempura,  teriyaki  and  Sa- 
shimi dinners,  including  appetizer, 
soup,  salad  and  rice,  at  $18-$21. 

But  the  way  to  go  here  is  to  let  the 
chef  stun  you  with  a  series  of  small 
dishes,  until  you  tell  him  to  stop.  At 
upwards  of  $10  a  hit,  the  tab  climbs, 
but  the  extraordinary  quality  and  in- 
ventiveness of  the  selections  more 


For  complete  store  listing  and  illustrated  brochure,  write:  Alden  Shoe  Company,  Dept.  9F,  Middleborough,  MA  02346. 


than  merit  a  spree.  A  typical  proces- 
sion might  include  a  salad  of  mixed 
greens  with   tuna  sashimi  and   the 


LOCAL  KNOWLEDGE 


Dining  HOURS:  In  general,  L.A. 
is  an  early  eating  town.  The  most 
frantic  dinner  hour  is  still 
7:30-8:30  (advance  reservations 
for  peak  hours  are  a  must),  but 
many  restaurants  begin  serving  at 
5:30  or  6:00,  and  although  you 
won't  be  chic  at  that  hour,  you 
won't  be  alone,  cither.  The  down 
side  is  that  most  restaurants  close 
by  10:30  or  1 1 :00.  Late-night  din- 
ing is  tough  to  come  by. 
DresS:  Laissez-faire:  dress  is  un- 
usually casual  for  a  city  this  size, 
few  places  require  tie  and  jacket. 
PLUS:  Most  restaurants,  even 
those  with  wine  lists,  allow  you  to 
bring  your  own  wine  for  an  $8$  1 0 


corkage  fee  per  bottle  (the  $17 
tariff  at  Patina  is  a  notable  excep- 
tion). MINUS:  The  legal  blood 
alcohol  level  for  California  drivers 
has  recently  been  lowered  to  under 
.08,  so  know  when  to  switch  to 
Perrier. 

Ir  YOU  BYO:  The  Wine  House,  a 

warehouse -style  store  in  West 
L.A.,  offers  perhaps  the  broadest 
and  deepest  selection  of  wines  at 
competitive  prices  (2311  Cotner 
Ave.,  West  LA.  213-479-3731). 
For  the  old  and  rare  (and  costly) 
bottle,  try  The  Bel- Air  Wine  Mer- 
chant (10421  Santa  Monica 
Blvd.,  West  LA.  213-474-9518). 


chefs  soy  sauce  dressing  (on  sale, 
along  with  his  pepper  sauce,  for  $6  a 
bottle);  translucent  slices  of  scorpion 
fish  and  julienned  scallion  steamed 
with  sesame  oil  and  ginger;  broiled 
tiger  shrimp  and  mint  on  a  bed  of 
shiitake  mushrooms,  with  dollops  of 
caviar  and  spicy  cream;  yellowtail 
(slightly  overcooked)  and  silken  sea- 
weed; toro  tartare  garnished  with 
sevruga  caviar,  encircled  by  a  sliced 
cucumber  fence  and  pooled  in  eye- 
tearing  wasabi  sauce.  The  natural  ac- 
companiment is  a  pitcher  of  iced 
sake  (from  $11  to  $20.50),  but  you 
may  want  to  follow  local  practice  and 
bring  your  own  bottle  of  Champagne 
($10  corkage  fee;  see  below). 
(129  North  La  Cienega  Blvd.,  West 
Hollywood.  Open  Mon.-Fri.  11. -45 
a.m.-2:lS  p.m.  and  S:45-10:1S  p.m., 
Sat.-Sun.  5:45-10:15  p.m.  Major  CC 
accepted.  2 13-659-9639.)  S 

Amy  T  U  C  K  E  R  w  tf  professor  of  En- 
glish at  Queens  College,  CUNY. 
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He  explained  the 

Gulf  War  to  you  on  ABC. 

He  also  knows  a  thing 

or  two  about  stereo  and 

sound.  Listen  up. 


LET'S  SUPPOSE  THAT  half  an  hour 
of  non-technical  tinkering  could 
vastly  increase  the  performance  of 
your  stereo  set.  Let's  also  assume 
that  the  same  advice  can  tell  you 
whether  it  is  worth  your  time  and 
money  to  upgrade  a  stereo  or  buy  a 
high-cost  system.  Let's  also  assume 
that  some  of  the  following  is  advice 
most  dealers  and  manufacturers 
won't  give  you — largely  because  long 
experience  has  taught  them  never  to 
argue  for  stereo  quality  over  room 
decor. 

If  you  already  are  an  experienced 
audiophile,  much  of  this  advice  may 
be  superfluous.  Unfortunately,  how- 
ever, most  users  lack  such  expertise, 
and  far  too  many  home  stereo  sys- 
tems are  now  the  audio  equivalent  of 
a  self-inflicted  wound. 

I'd  suggest  that  you  begin  with 


Dr.  Stereolove 


By  An  tmony  Cordksman 


two  tests  of  your  system  that  many 
audiophiles  fail  to  make,  and  that  are 
critical  to  getting  good  performance. 
The  first  test  is  "speaker  phase"  or 
polarization.  I  find  that  in  about  15% 
to  20%  of  the  homes  I  visit,  the  wires 
connecting  the  amplifier  or  receiver 
to  one  speaker  are  reversed  from  the 
other  speaker.  Amplifier  and  speaker 
leads  are  polarized  in  exactly  the 
same  manner  as  a  battery.  The  red 
"plus"  lead  from  each  channel  of 
your  amplifier  must  be  connected  to 
the  red  "plus"  lead  on  each  of  your 
speakers.  If  these  leads  are  not  wired 
this  way,  one  speaker  is  canceling 
much  of  the  bass  output  from  the 
other,  and  the  stereo  sound  will  wan- 
der all  over  your  listening  room. 

The  second  test  only  applies  if  you 
have  a  cassette  or  open  reel  tape 
deck,  or  a  phono  or  turntable  unit, 
and  it,  too,  is  very  simple.  If  you  do 
not  clean  and  demagnetize  your  cas- 
sette or  open  reel  tape  deck  regular- 
ly, it's  probablethat  the  resulting  per- 
formance is  terrible.  Any  good  audio 
dealer  sells   the   necessary   cleaners 


and  demagnetizers,  and  failing  to  use  I 
them  is  roughly  equivalent  to  driving 
for  several  months  without  cleaning  ! 
your  windshield.  , 

If  you  have  a  phono  unit,  check 
the  stylus.  If  it  appears  dirry,  you 
need  a  good  stylus  cleaner — prefera- 
bly the  products  made  by  Srvlast  or 
Discwasher.  If  it  appears  bent  or  is 
not  pointing  straight  down  when  you  I 
look  at  the  tone  arm  from  the  front, 
you  need  to  have  your  dealer  check 
out  the  unit.  Electronics  rarely  need 
adjustment,  but  there  isn't  much 
point  in  trying  to  improve  the  quality 
of  your  system  if  you  rely  on  a  turnta- 
ble and  don't  take  proper  care  of  11 
My  real  point  here,  however,  is  to 
get  you  to  pay  proper  attention  to 
where  you  put  your  speakers.  In 
some  20  years  of  giving  advice  on 
stereo  and  high  fidelit\%  I  have  found 

that  an  over- 
whelming 
majorirs"  of 
owners  place 
their  speakers 
so  badly  that 
they  ha\e  no 
real  idea  of  what  their  equipment, 
CDs,  records  and  tapes  can  really  do. 
In  fact,  most  owners  have  never 
heard  real  stereo  in  their  home! 

Even  the  most  omnidirectional 
speaker  systems  will  not  produce  re- 
alistic stereo  effects — and  properly 
place  voices  and  instruments  from 
left  to  right,  and  back  to  front — un- 
less the  speakers  are  placed  in  the 
right  kind  of  triangle  relative  to  your 
normal  listening  position. 

Assuming  you  have  a  normal  ste- 
reo, you  rnusf  place  your  listening 
position  at  the  apex  of  a  triangle 
where  the  left  and  right  speakers  are 
placed  at  the  other  two  angles. 

In  most  home  installations,  the 
speakers  should  be  around  four  to  six 
feet  apart,  and  the  listening  position 
should  be  at  the  end  o\'  an  isosceles 
triangle  about  eight  to  nine  feet  from 
either  speaker.  The  installation  will 
sound  best  if  the  speakers  arc  set  far 
enough  apart  to  produce  a  wide 
"sound  stage."  but  close  enough  to- 
gether so  there  is  no  hint  of  a  hole  in 
the  middle  and  you  get  g(H>d  cenicr- 
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THE   ART    OF 
PERFORMANCE 


Movado,  maker  of  the  watch  dial  design  selected  for  the 
permanent  collections  of  museums  around  the  world, 
salutes  the  outstanding  performance  of  Pete  Sampras: 
youngest  champion  in  Men's  U.S.  Open  history. 


Thf  Mov.ulo  Museum  Sports  1  diiion  (SE)  Watch. 
The  Movado  Miiw'uni  cImI  is  <i  rcgislcrcd  tr.Hlcdi.irk  ot  The  Mtn'.xlo  Wale  h  f  om|Mny. 

MOVADQ 

The  Museum  Watch. 

BAILEY  BANKS  &  BIDDLE 


Worild  Famous 

ARCHITECTURAL  ANTIQUE  AUCTION 

'  '     -"■ :-      OCTOBER  5*' &  6*'  


Over  2500  of  the 
most  extraordinary 
Antiques,  Architectural 
^^mbeUishments  anc 
Collectibles  all  to  be 
sold  at  NO  MINIMUM 
and  NO  RESERVE! 


Classic  mahogany  pub  bar  with 

Renaissance  detailing,  dolphin 

lights  and  Conquistador  Crests. 

(Approx.7'x6'x7'l/) 


Dept.  0,  6450  Roswell  Rd,  Atlanta,  GA  30328 
(404)  252-3770  Fax  (404)  257-0268 


fill.  This  always  takes  a  few  minutes    .,  .\nv ' 
of  experimentation  to  get  right,  but  it 
does  as  much  to  focus  stereo  sound  as  .  .^, 

)cusing  a  camera  does  to  get  a  clear,  [jj 

icture. 
I  realize  in  giving  this  advice  that  it 
may  be  asking  you  to  declare  war 
with  your  decorator,  and  pick  a  fight 
with  your  wife  or  significant  other. 
This,  however,  is  not  an  area  where 
you  can  really  compromise.  Stereo 
sound  is  designed  to  be  reproduced 


f 


You  will  never  know  real 

stereo  if  your  speakers  are 

incorrectly  placed. 
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in  this  way,  and  in  no  other.  You  will 
never  know  what  your  system  can  do, 
or  what  stereo  really  is,  if  you  have 
the  speakers  off  to  the  side,  placed  to 
suit  the  furniture,  at  diagonals,  or  in 
any  other  weird  locations  that  are 
common  in  so  many  homes. 

For  similar  reasons,  you  need  to 
keep  the  line-of-sight  path  between 
the  speaker  midrange  and  tweeter  \ 
and    the    listening    position    unob 
structed  bv  furniture  and  other  ob 
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I  realize  that  in  giving  this 

advice  it  may  be  asking  you  to  declare 

war  on  your  decorator. 


This,  however,  is  not  an 
area  where  you  can  compromise. 


pts.  Any  object — even   a   plant — 
It  comes   between   the   high-fre- 
Icncy  driver  in  your  speaker  and 
Ije  direct  path  between  that  speaker 
Id  your  ear  will  also  affect  the  bai- 
lee of  frequencies  you  hear. 
If  you   have   small-  or  medium- 
ied  speakers  that  are  not  designed 
rest  on  the  floor,  you  also  need  a 
)eaker  stand.  A  really  solid  stand 
lat  firmly  anchors  to  the  speaker 
id  floor,  and  that  raises  the  entire 
)eaker  without  tilting  it,  is  best. 
Even  seasoned  audiophiles  tend  to 
[ut  speakers  in  a  bookshelf  or  too 
|ear  a  rear  or  side  wall,  and  some 
)mmit  the  sin  of  sticking  them  in  a 
lorner.    This    usually    does    serious 
iamage  to  sound  quality.  With  the 
Exception  of  a  few  specialized  de- 
ligns  by  Allison,  Bose  and  Snell — 
ind  some  older  corner  enclosures — 
ill  speakers  should  be  at  least  a  foot 
From  any  wall   and   ideally  two  to 
three  feet. 
Two  factors  are  at  work:  putting 
lost  speakers  near  a  wall  adds  so 
luch      reflected      sound      that     it 
'smears"  the  treble  and  midrange 
linformation,    and    also    sharply    de- 
Igrades  the  bass  response.  Any  appar- 
ent rise  in  bass  energy  will  normally 
come  because  such  placement  exag- 
Igerates  the  bass  resonances  of  the 
room  and  speaker  at  a  few  low  fre- 
quencies at  the  expense  of  drastic 
cuts  at  other  frequencies. 

The  fact  that  speakers  are  small 
enough  to  be  put  on  wall  shelves  or 
large  bookshelves  is  also  no  reason 
for  putting  them  there.  And  as  for 
corner  placement,  you  simply  cannot 
win  unless  you  have  one  of  the  few 
surviving  corner  horns  and  listen  to 
mono,  or  one  of  the  Klipsch  systems 
designed  for  corner  placement  of  the 
two  main  speakers  with  a  third 
speaker  for  centerfill.  Both  speakers 
will  tend  to  "boom,"  and  be  too  far 
apart  to  provide  realistic  stereo. 

For  similar  reasons,  you  should 
think  long  and  hard  before  building  a 
speaker  into  a  wall  unless  you  want 
nothing  more  than  background  mu- 
sic. Let  me  put  this  bluntly:  there  is 
no  way  to  make  a  good  full-range 
speaker  in  a  relatively  tiny  enclosure. 


How  do  you  buy 

a  certified  diamond 
at  dealer's  price? 

Your  membership  with  Certified  Diamond  International  gives  you 
access  to  the  fascinating  world  of  premium  diamonds  at  dealer  prices, 
and  a  complimentary  diamond  buyer's  kit  valued  at  $80,  which  con- 
tains; diamond  fact  booklets  *    full  range  ring  sizer     *     10  x  loupe     * 
polishing  cloth     •     current  CDI  price  list    (below  Rappaport  Report,  the 
accepted  diamond  dealer  price  list).  The  one  time  membership  fee  of  $39 
is  deducted  from  your  first  diamond  purchase. 

For  the  best  deal  in  diamonds,  deal  with  CDI  — 
reputable  diamond  experts  for  30  years. 


To  order  kit  call  24  hrs: 


To  order  diamond  call  office  hrs 


1-800-788-GEMS      1-800-755-6627 


OR  MAIL  THIS  COUPON  TO: 


CERTIFIED  DIAMOND  INTERNATIONAL,  5550  LBJ  L/B  #  16,  Dallas,  TX  75240 
Please  send  my  free  diamond  buyer  kit  to  help  me  make  the  best  diamond  purchase 
for  my  money.  (14  day  delivery) 

( )  My  check  or  money  order  of  $39  is  enclosed  —  payable  to  CDI 

(  )  Please  charge  my  (  )  VISA  (  )  MASTERCARD  (  )  AMERICAN  EXPRESS 

Card  number Exp.  date 

Cardholder  signature 

Send  my  kit  to:  Name 

Street 

City , 


-Apt* 


.State. 


-Zip. 


Texas  residents  add  sales  tax 


Satisfaction  guaranteed 


Ctnd  J)unQ<urouid 


9641  Sunset  Boulevard,  Beverly  Hills,  CA  90210  (213)  276-2251 

Direct  Reservations  (800)  283-8885  •  Cable:  BEVHILL  •  Telex:  188586  •  TWX  910-490-2580 

A  member  of  IhcFJeadin^fhtds  ofthifWoHd' 


If  you  are  willing  to  place  your 
speakers  where  they  should  be,  you 
can  get  a  further  improvement  in 
sound  if  you  also  set  the  tone  controls 
at  their  middle  or  neutral  position, 
turn  off  your  loudness  control  (which 
boosts  the  bass),  and  then  actually 
adjust  your  balance  control  so  that 
the  left  and  right  channel  have  the 
same  apparent  output  when  you  sit 
in  your  normal  listening  position. 

In  90%  of  all  home  stereo  systems, 
the  tone  and  loudness  controls  can 
only  alter  the  sound  in  ways  that 
distort  frequency  and  response  and 
hide  musical  information.  While 
most  low-  and  mid-priced  equipment 
have  such  controls,  they  are  a  vestige 
of  days  when  stereo  equipment  was 
far  less  accurate  then  it  is  today.  Few, 
if  any,  real  audio  experts  ever  use 
tone  and  loudness  controls,  and  most 
really  high-priced  audio  etiuipment 
does  not  have  them. 

The  balance  control  that  most  con- 
sumers never  use,  however,  acts  as  a 
sound  stage  control  in  a  system 
where  the  speakers  are  in  the  proper 


location.  Minor  adjustments  to  bring 
both  speakers  up  to  the  same  level  at 
your  normal  listening  position  can 
suddenly  expand  the  sound  stage 
from  left  to  right,  and  give  you  more 
depth  information. 


i 

While  some  of  this  advice  may 
initially  seem  a  bit  demanding,  I  can 
promise  it  will  pay  off  A  stereo  sys- 
tem has  to  be  properly  placed  and  set 
up  to  work,  and  there  simply  is  no 
way  to  get  around  this.  Serious  listen- 
ing requires  you  to  make  some  trade- 
offs with  room  decor.  The  compensa- 
tion is  a  major  improvement  in  the 
accuracy  of  your  system,  and  for  no 
cost  at  all. 

You  also  really  should  try  these 
adjustments,  and  re-listen  to  your 
system,  before  you  rush  out  to  buy  a 
new  system  or  components.  In  so 
doing,  you  will  learn  whether  you  are 
willing  to  set  up  your  system  in  a  way 
that  justifies  spending  a  lot  of  money 
on  new  equipment,  and  you  will 
have  some  basis  for  judging  whether 
what  you  hear  at  a  dealer's  is  any 
better.  There  is  no  point  in  compar- 
ing a  badly  adjusted  home  system  to 
a  dealer  demonstration.  You  will  be- 
gin the  chase  without  having  any 
idea  of  what  you  are  hunting  for.  ^ 

Anthony  H.  Cordesman  is 
Assistant  for  National  Security  to  Sena- 
tor John  McCain  and  Adjunct  Professor  ■ 
of  National  Security  Studies  at  George- 
town University.  He  is  a  contributing  \ 
editor  of  Kudxo  magazine  and  The  Ab- 
solute Sound. 


A  stereo  system  has  to  be  properly  placed  and  set  up  to  work, 
and  there  simply  is  no  way  to  get  around  this. 


lOUBKS 


FTI 


They've  stood  tall  before  judges  in  countless  courtrooms. 
Planted  themselves  firmly  against  takeovers  for  clients  such  as 
Time-Warner  and  United  Airlines.  Worked  behind  the  scenes  to 
establish  a  regional  theatre  company  in  his  hometown.  And  have 
been  kicked  off  in  favor  of  ski  boots  during  family  trips  to  the 
slopes  of  Aspen  (where  reaching  the  pinnacle  takes  a  slightly  less 
formal,  yet  equally  rigorous  approach). 

The  Lynwoode  from  Bostonian.  As  worn  by  Charles  F.  Richards, 
Jr.,  lawyer,  husband,  father,  theatre  buff,  skier,  and  President  of  the 
law  firm  of  Richards,  Layton  &  Finger,  Wilmington,  Delaware. 


BOSTONIAN 

They'll  take  you  as  far  as  you  want  to  go. 


For  the  retailer  nearest  you,  call  1-800-345-2786. 


"i^  m 


fsA^'&in) 


I  > 


-<^ .  a^-jm 


^-^  t* 


I^^I^Hb  '^ 


pierre.caffdin 

The  Mystique  of  France.  The  Energy  of  Ameri 


VIC 


^^^ 


» 


r 


» i  4 1 1 


Ryder  on  the 

storm —  but  business 

as  usual  for  the 

PGA  of  America. 


In  Late  September,  the  interna- 
tional Ryder  Cup  matches  between 
the  best  professional  golfers  of  Eu- 
rope and  Great  Britain  and  those  of 
our  own  PGA  Tour  will  be  staged  on 
a  golf  course  that  existed  only  as  a 
gleam  in  its  architect's  eye  two  years 
ago. 

While  the  Ryder  Cup  will  appar- 
ently come  off  without  a  hitch — the 
last  nail  has  been  driven  in  the  new 
clubhouse,  and  the  course  has  grown 
in  right  on  schedule — the  story  of 
how  and  why  the  PGA  of  America 
made  the  decision  to  hold  the  match- 
es at  Kiawah  Island,  S.C.,  is  the  latest 


TheGolfbag 


By Jamks Y.  Bauii^kit 


in  a  long  line  of,  well,  bogies  made  by 
the  organization. 

The  PGA  of  America  was  founded 
75  years  ago  as  the  national  trade 
organization  of  golf  professionals. 
While  staging  golf  tournaments  has 
always  been  one  of  the  main  func- 
tions of  the  PGA,  the  organization 
has  been,  first  and  foremost,  operat- 
ed by  and  for  America's  club  profes- 
sionals: the  guys  who  schmooze  with 
country  club  members,  selling  them 
clubs,  balls,  shirts  and  half-hour  les- 
sons on  the  practice  tee. 

It  does  not  take,  generally  speak- 
ing, the  brain  of  a  rocket  scientist  to 
be  a  club  professional.  Nor,  despite 
the  best  efforts  of  the  PGA  of  Ameri- 
ca to  instill  good  business  practices 
among  the  membership,  is  your  typi- 
cal club  pro  a  budding  Sam  Walton. 

So  when  some  of  these  not-quite 
business  whizzes  get  elevated  into 
positions  of  national  leadership  in 
the  P(iA  of  America,  well,  it's  no 
wonder  the  history'  of  the  organiza- 
tion is  replete  with  bonchcad  deals. 
For  instance: 

Losing  the  Tour 

The  l'(iA  used  to  operate  the  pro 
golf  tour.  In  the  late  l%()s,  telc\ision 
networks  began  throwing  money  at 
the  touring  pros,  sponsors  began  to 
get  very  interested  in  golf  as  a  mer- 


chandising vehicle,  and  things 
pretty  rosy  ...  for  the  PGA  of  Ann 
ca,  which  siphoned  off  a  good 
centage  of  the  cash  from  the  toi 
pay  for  programs  and  benefits  for 
larger  number  of  club  pros. 

In  1968,  though,  the  fertilizer 
the  fan.  Over  a  hundred  touring  pn 
headed  by  Jack  Nicklaus,  announi 
their  intention  to  bolt  the  PGA  ai 
set  up  their  own  tour.  The  incenti 
was  simple — money.  The  tourii 
pros  correctly  reasoned  that  they 
the  upper  hand;  they  were  the  drai 
after  all,  not  the  parent  organizatioi 
(And  how  right  they  were:  in  1968, 
45-event  professional  schedule  I 
tured  slightly  over  $5  million  ii 
purses.  By  1990,  a  44-event  PGi  ^ 
total  tour  purse  had  leaped  to  ovd 
$46  million.  In  1968,  Billy  Casper 
was  the  leading  money  winner 
among  the  pros  with  $205,168;  in 
1990,  leader  Greg  Norman  bagged; 
$1,165,477.  And  the  richest  tourna- 
ment, the  Tour  Championship,  no' 
offers  a  top  prize  of  $360,000.) 

Belatedly,  the  PGA  of  Americal 
lurched  into  action,  and  called  a  truce 
by  setting  up  the  Tournament  Play- 
ers Division  and  hiring  former  USGA 
executive  director  Joe  Dey  as  com- 
missioner. 

Dey  held  things  together,  and  the 
players,  seeing  more  money  fun- 
neled  back  into  purses,  went  along — 
for  a  time.  But  by  1974,  it  was  clear 
that  a  formalized  separation  was 
needed:  the  PGA  of  America,  an  or- 
ganization of  club  professionals,  was 
just  not  the  right  entiry-  to  operate  a 
full-time,  big-money  golf  tour. 

Thus,  the  PGA  Tour  was  estab- 
lished. Deane  Beman  took  over  as 
commissioner,  and  hitched  golf  to 
the  team  of  big-money  horses  which 
hasn't  slowed  down  yet.  The  PG.\  of 
America  went  back  to  running  the 
annual  trade  show,  the  PG.\  Champi- 
onship, the  Ryder  Cup,  and  a  busi- 
ness school  for  new  members. 
Losing  their  shirts 

In  the  early  l%0s  the  PGA  was 
looking  for  a  new  permanent  home, 
relocating  from  (Chicago  to  the  warm- 
er climes  of  Florida.  Somehow,  the 
P(iA  got  hooked  up  with  developer 
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Sandy  Lyle,  captain  Tony  Jacklin  and  Nick  Faldo  after  yet  another  European  team 

Ryder  Cup  victory  in  1989. 


John  D.  MacArthur.  For  MacArthur, 
the  prestige  of  having  the  national 
headquarters  of  the  PGA  on  site 
would  helJD  him  sell  lots.  The  PGA 
got  some  10,000  square  feet  of  office 
space  for  an  eight-year  lease. 


In  1971,  as  part  of  the  deal,  the 
PGA  brought  its  national  champion- 
ship to  Florida,  switching  from  the 
traditional  late-summer  dates  to  a 
weekend  in  February,  when  the 
tourists  would  be  in  town.  Two  years 


after  that  tournament  was  held,  the 
lease  with  MacArthur  expired,  and 
the  developer  told  the  PGA,  in  ef- 
fect, "Thanks  a  bunch  but  hit  the 
road." 

For  eight  more  years,  the  organiza- 
tion worked  out  of  various  south 
Florida  office  parks  until  a  new  gen- 
eration of  leaders  decided  it  was  time 
to  try  again. 

In  1981,  a  new  deal  was  signed 
with  developer  E.  Lloyd  Ecclestone 
Jr.,  who  owned  a  2,300-acre  tract  of 
scrub  swamp  in  Palm  Beach  Gar- 
dens, west  of  the  Turnpike.  Today, 
the  PGA  of  America  calls  home  the 
PGA  NjUtional  complex:  five  golf 
courses,  a  hotel  and  convention  cen- 
ter, and  lots  of  real  estate. 

Again,  part  of  the  contract  called 
for  the  staging  of  the  PGA  Champi- 
onship, the  weak  sister  of  golfs  four 
majors  (despite  "Long  John"  Daly's 
recent  celebrated  victor\).  This  time, 
however,  the  PGA  of  America  no 
longer  controlled  the  tour,  and 
couldn't  switch  the  tournament  from 
its  scheduled  August  dates.  South 


Of  course  we've  had  a  facelift  This  is  Beverly  Hills, 


OUR  NEW  COMPLEXION 
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Florida  in  August  is  not  a  pleasant 
place  to  be.  The  1987  PGA  Champi- 
onship at  PGA  National  was  a  disas- 
ter. The  greens  were  ravaged  by  a 
summer  fungus  just  before  play  be- 
gan, and  the  players  beset  with  un- 
bearable heat  and  humidity. 

But  Ecclcstone  got  his  national  ex- 
posure, and,  so  far  at  least,  the  PGA 
of  America  hasn't  been  thrown  out  of 
its  office  space. 


some  money. 

Vossler's  and  Walser's  firm. 
Unique  Golf,  was  purchased  in  1974 
by  Landmark  Land,  which  built  such 
well-regarded  places  as  Carmel  Val- 
ley Ranch,  Oak  Tree,  La  Quinta, 
Mission  Hills,  and,  in  1986,  PGA 
West.  Later  acquisitions  included 
Palm  Beach  Polo  and  Country  Club 
and  Kiawah  Island  in  South  Carolina. 

To  ingratiate  themselves  with  the 


uled  it  there  again  in  1994. 

The  PGA  of  America  still  controls 
the  biennial  Ryder  Cup  competition 
due  mainly  to  an  oversight  by  the 
PGA  Tour's  commissioner  Deane 
Beman.  In  1974,  when  Bcman  took 
over  and  divided  up  the  spoils  with 
the  PGA,  the  Ryder  Cup  was  an 
event  about  as  interesting  and  mar- 
ketable as,  in  Beman's  eyes,  a  series 
between  the  Oakland  A's  and  the 


In  shorty  the  entire  decision-making  process 
for  selecting  a  site  for  the  1991  Ryder  Cup  could  be  called 

crass,  craven  and  ill-considered. 


Now  comes  the  latest  of  the  PGA's 
business  deals,  and  the  explanation 
of  why  the  prestigious  Ryder  Cup  is 
being  played  on  a  brand-new,  never- 
before-tested  golf  course. 

Ernie  Vossler  and  Joe  Walser  Jr. 
grew  up  in  the  game  together.  They 
both  played  the  tour  for  a  time,  but 
decided  they'd  rather  be  club  pros. 
And  having  been  both,  they  knew 
how  to  work  with  the  PGA  to  make 


PGA  of  America,  Vossler  and  Walser 
volunteered  many  of  these  fine 
courses  for  the  lesser  stratum  of 
PGA-sponsored  tournaments:  the 
PGA  CLub  Pro  Championship,  the 
Wilson  Club  Professional,  the  PGA 
Cup  Matches,  etc. 

As  quid  for  this  quo,  the  PGA  re- 
sponded by  awarding  the  PGA 
Championship  of  1988  to  Oak  Tree 
in  Edmond,  Okla.,  and  has  sched- 


Taiwan  Little  League  champs.  Ev- 
ery two  years  (since  1927),  the  best 
players  on  the  U.S.  tour  would  get 
together  with  some  no-names  from 
Great  Britain  and  beat  the  tar  out  of 
them.  Big  deal,  Beman  thought,  and 
told  the  PGA  they  could  keep  it. 

Bad  mistake.  In  1978,  Britain 
asked  if  it  could  include  players  from 
the  European  tour  on  its  team.  Sure, 
said   the   PGA,   why   not.^  Spaniard 
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You'll  find  there  are  no  lines  or 
creases  in  the  elegance  of  TTie 
Regent  Beverly  Wilshire. 
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Seve  Ballesteros  came  on  in  1979, 
German  Bernhard  Langer  in  1981. 

In  1983,  the  European  team  came 
within  one  point  of  a  huge  upset.  In 
1985,  Ballesteros,  Langer,  Nick 
Faldo  and  Sandy  Lyie  led  a  team  that 
cleaned  our  clocks,  and  in  '87,  they 
repeated,  convincingly.  Two  years 
ago,  at  the  Belfry  course  in  England, 
Raymond  Floyd  captained  the  Amer- 
ican team  that  tied  the  Europeans; 
they  kept  the  Cup,  but  we  consid- 
ered it  at  least  a  moral  victory. 

Now,  with  the  Europeans  on  a  roll, 
all  of  a  sudden  the  Ryder  Cup  match- 
es stand  for  national  pride,  inherent 
golfing  superiority  and  other  issues 
that  make  for  great  drama. 

The  interest  is  so  great  that  the 
PGA  decided  to  move  the  event  from 
the  California  desert,  where  it  was 
originally  scheduled  to  be  played,  to 
an  Eastern  time  zone  in  order  to 
attract  better  TV  coverage,  especial- 
ly from  European  networks. 

There  are  scores  of  prestigious, 
highly-regarded  golf  courses  on  the 
Eastern  seaboard,  venues  that  would 


Faldo  gives  current  Masters  champion  Ian  Woosnam  some  advice  on  the  break  ofth 

green  during  the  '89  Cup. 


\\mi 


add  the  proper  note  of  historical  rev- 
erence to  the  '91  Cup.  Pine  Valley 
springs  to  mind,  as  do  Shinnecock 
Hills,  Merion,  Winged  Foot,  Baltus- 
trol  . .  .  the  list  is  long. 


But    with    the    sound    of    back*"^"^" 
scratching  ringing  in  their  ears,  the 
higher-ups  of  the  PGA  of  Americs 
elected,   in   the   spring  of  1989,  td 
stage  the  tournament  on  an  un-built/ 
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It  is  often  said  that 
Hong  Kong  looks  best  from  the  water. 
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akM  Bernard  Gallacher  and  Dave  Stockton,  captains,  respectively,  of  the  '91  European 

and  American  Ryder  Cup  teams. 


in-named  and  un-known  golf  course 
[in  the  Carolina  Lowcountry. 

Landmark  Land,  you  see,  had  re- 
Icently  purchased  the  Kiawah  Island 

resort  outside  Charleston,  a  pleasant, 


family-oriented  beach  getaway  with 
three  resort-type  golf  courses,  and 
had  just  hired  its  favorite  golf  course 
architect,  the  controversial  Pete  Dye, 
to  build  a  fourth. 


Sounds  good  to  us,  said  the  PGA, 
and  awarded  the  Ryder  Cup  to  a  golf 
course  which  at  the  time  had  barely 
been  sketched  out  on  paper.  And,  to 
put  the  final  nepotistic  cap  on  the 
deal,  the  PGA  replaced  as  team  cap- 
tain Raymond  Floyd,  who  had  guid- 
ed the  '89  team  to  a  hard-earned  tie, 
and  instead  appointed  Dave  Stock- 
ton, a  journeyman  pro  who  just  hap- 
pens to  be  under  contract  to  repre- 
sent . .  .  Landmark  Land. 

In  short,  the  entire  decision-mak- 
ing process  for  the  1991  Ryder  Cup 
could  be  called  crass,  craven  and  ill- 
considered.  But,  for  the  PGA,  at  least 
consistent. 

As  for  the  rest  of  us,  we  shall  await, 
with  the  same  trepidation  one  feels 
watching  a  yip-inflicted  golfer  try  to 
knock  down  a  three-footer,  the  next 
crucial  business  decision  from  the 
PGA  of  America.  SB 

James  Y.  Bartlett'S  golfing 
murder  mystery,  Death  Is  A  Two- 
Stroke  Penalty,  was  recently  published 
by  St.  Martin 's  Press. 


I 


Once  you  immerse  yourself  in 
pleasures  unique  to  The  Regent, 
you  will  agree  that  some  of  its 
best  assets  are  liquid. 
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What  happens  when 
is  six  times  greater  than  a  Sd 
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For  more  information  call  1-800-2d3-SHOE. 
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duct  Development  budget 
dMarketiiigbudget. 


The  people  in  the  product  develop- 
ment department  tend  to  discover  things 
other  athletic  shoe  companies  don't. 

Like  Dymetrol*  an  exclusive  Du  Pont 
support  fabric  that  stretches  with  your 
foot— without  losing  its  shape  or  creating 
stress  points. 

And  XAR-1000!  a  carbon  rubber  out- 
sole  that  road  tests  proved  to  be  tougher 
than  the  treads  on  US.  Army  tanks. 

And  C-CAP/Evathane*  a  compression 
resistant  midsole  that  cushions  your 
entire  foot  and  disperses  shock. 

And  CAD/CAM,  a  computer  aided  re- 
search, design  and  manufecturing  system 
with  absolutely  no  margin  for  human  error. 

Combined,  all  these  discoveries 
enable  New  Balance  to  build  shoes  like 
theNBXMQOO: 

An  ideal  combination  of  proper  fit, 
cushioning,  stability  and  durability;  all 
in  one  of  the  lightest  training  shoes 
in  the  world. 

And  what  about  the  people  in 
sales  and  marketing?  All  they  have 
to  do  is  run  a  simple  magazine  ad 
telling  people  about  it. 

new  balance'^0 

A  more  intelligent  approach  to  building  shoes. 
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tiny  Audubon  Society 
Baby  Elephant  Folio 
Audubon's  Birds  of 
America  is  just  four 
inches  tall.  By  Roger 
Tory  Peterson  and 
Virginia  Marie  Peter- 
son, from  the  Abbe- 
ville Press.  $10.95.  At 
bookstores  nation- 
wide, or  call 
800-227-7210. 


Shell  shocked: 
bright  turtle  brooch- 
es, by  Jay  Strong- 
water.  With  resin 
and  Swarovski 
crystals,  in  gold- 
plated  settings. 
$90  each.  At  Jacob- 
son  's  in  Florida; 
and  all  Saks  Fifth 
Avenue  stores. 


No  lightxeeig/ii\ 
lapdog,  this- 
cast-iron  repr 
duction  of  a  Vvi 
an  Boston  buU 
terrier  doorsio^ 
$40,  plus  ship.] 
ping  and  hati 
From  William-\ 
Wayne  <f  Co.. 
New  York, 
21 2-477 -31H>.\ 


Animal  shelter] 

tia I  proceeds  fn 

.Menagerie  BL 

dinnerware  col  It 

WedgftToodfinel 

china,  including 

sugarbowl.  $60. 1 

efit  the  African  Wi 

Foundation.  .\i\ 

terford  Wed^\ 

stores,  or  ran 

800-677 -7m\ 


No  mic\^e  nicer  than  these  white, 
milk  and^tui  chocolates  with  colorful 
silk  tails.  Packed  in  their  own  red- 
wood box.  they're $25 for  16.  From  L. 
Burdick  Chocolates,  New  York, 
212-996-2419. 


kNiMAL  Magnetism 

Welcome  to  a  new  kind  of 
:oo,  where  animals  appear  in 
everything  from  cast  iron  to 
cashmere.  Birds  and  beasts 
lend  personality  to  jewelry, 
scarves  and  items  for  the 
lome.  Easy  to  care  for,  they 
{won't  bark,  bite  or  ruin  the 
'  furniture.  Best  of  all,  you 
/on't  ever  have  to  feed  them. 


By  Mark  Grischkk 
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Racing  silks:  the  bril- 
liant Derby  scarf,  by 
Gucci,  from  a  reissued 
collection  of  original 
1950s  designs.  .Ml  silk, 
in  a  stable  of  colors 
$195.  .At  Cuca  Starrs 
nationwide 


'i» 


Puppy  love:  cork- 
er sp^tniel  pup'!  dec- 
orate a  luxurious 
2-ply  ca.ihmerr 
.'iweater  by  Bal- 
lantynr.  $l..i50.  .\t 
Cashmere  (.\ish- 
merr  .ttorrs  in  New 
York.  Chicago 
and  Short  Hilk, 
NJ.9 
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The  Ultiwate  Timepiece 
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Chances  are.  the  last  article 
about  Bordeaux  futures  you  saw  in  a 
newspaper  or  business  magazine  was 
written  by  an 
armchair  journal- 
ist who  wouldn't 
know  a  Margaux 
from  a  margarita. 
Most  likely  you 
were  urged  to  buy  immediately  be- 
fore prices  soared.  No  doubt  charts 
were  supplied  to  illustrate  how  a  po- 
sition in  claret  has  outperformed  ev- 
ery investment  from  the  S&P  500  to 
American  folk  art  through  the  '80s. 
Surely  "liquid  assets"  figured  in  the 
title  of  the  piece. 

Hard-core  wine  types,  however, 
have  always  cast  a  skeptical  eye  on 
such  reports.  For  one  thing,  because 
these  stories  almost  always  follow  the 
most  successful  vintages,  wine  insid- 
ers have  bought  all  they  want  and 
driven  prices  higher  long  before  the 
"news"  hits  the  street.  Moreover, 
the  charts  are  misleading:  a  100% 
price  increase  over  just  a  few  years 
does  not  necessarily  translate  into  a 
quick  killing  for  the  speculator.  Mer- 
chants may  claim  that  it  is  easy  to 
unload  your  wines  profitably,  but  in 
many  states  there  are  fewer  impedi- 


Grape  Juice 


An  En  Primeur 

Primer  Or«  The 

Future  Is  Not  What 

It  Used  To  Be 


BYS'II.IMIKN'I'ANZKR 


ments  to  selling  your  children.  The 
truth  is  that  you're  not  going  to  get 
anything  near  the  prices  shown  in 
these  charts,  whether  you  dispose  of 
your  inventory  legally  or  otherwise. 

As  a  result,  some  collectors  eschew 
pre-arrival  buying  entirely:  they 
maintain  that  they  can  nearly  always 
purchase  the  wines  they  want  at  vir- 
tually the  same  /?v//rtV;/Ayr  prices  se\- 
cral  y("ars  down  the  road.  K\cn  if 
they  must  pay  a  slight  premium  for 
their  favorites,  at  least  they  haxcn't 
run  the  serious  risk  of  being  saddled 
with  disappointing  duds.  Still,  many 
American  oenofihiles  regularly  play 
tiic  futures  game,  ihe  cjuestion  is, 
u  ho  wins.-* 


Where     do     futures     coi 
from?  In  the  spring  following 
harvest,  most  chateau  proprietors 
fer  at  least  a  portion  of  their  nc 
vintage  to  Bordeaux's  negociants, 
merchant/traders — not  a  bad  arrange 
ment  for  the  producers  since  they  gc 
paid  for  their  wine  a  year  or  mori 
before  it's  bottled.  The  price  of  thii 
first,  or  en  primeur,  offering  reflect 
market  conditions  at  the  time  ever 
more  than  it  does  the  quality  of  thcj 
vintage:  was  the  harvest  huge  or  arcj 
stocks  limited.''  Are  the  major  claret- 
consuming    nations    (e.g.,    England,) 
the  U.S.,  Belgium,  France)  in  reces- 
sion or  are  they  flush  with  cash?  Are] 
wine  pundits  already  proclaiming  this 
the  vintage  of  the   millennium.'   If| 
early  demand  appears  strong,  chateau 
owners  are  likely  to  set  their  prices 
high,  or  offc  a  smaller  percentage  of  | 
their  production  at  this  opening  lev( 
in  the  hope  of  releasing  second  am 
even  third  tranches,  or  portions  of  the 
crop,  at  escalating  prices. 

Many  negociants,  in  turn,  lower 
their  own  cost  of  financing  the  unfin- 
ished wine  by  pre-selling  it  to  their 
clients:  to  importers  and  wholesalers, 
or  directly  to  retail  accounts.  Some 
wine  merchants  then  offer  special 
pre-arrival  prices  to  their  customers, 
for  payment  up  front.  In  short,  evers- 
one's  objective  is  to  limit  his  own 
exposure  by  convincing  you,  the  Ion- 
al  reader,  to  assume  the  expense  of 
maturing  the  young  wine.  In  return, 
\endors  offer  buyers  a  shot  at  what  is 
likely  to  be  the  lowest  price  for  the 
new  vintage. 

When  do  futures  make  sense 
for  a  well-heeled  consumer 
like  me?  Futures  make  little  sense 
for  consumers  unless  they  pro\ide 
the  chance  to  purchase  top-notch 
wines  from  ar.  excellent  vintage  .  .  . 
and onl\  //the  w  ine  is  likely  to  cost  at 
least  20%-259r  more  when  it  arrives 
in  the  U.S.  18  to  24  months  later. 
Otherwi.se  you  will  ha\e  gained 
nothing  by  tying  up  yt)ur  dough.  Ob- 
\iously.  the  price  t)f  Bordeaux  on 
arrival  will  always  be  subject  to  nu- 
merous variables,  including  the  repu- 
tation of  the  vintage  at  the  time,  the 
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flow  I  keep  all  my  investments  rmming  smoothly." 


'['vf  i!«»ver  been  so  in  touch  with 
th^  market. 

Wif  h  PRODIGY^  connected  to  my  home 
computer,  I  can  get  hourly  market 
updates,  everything  from  Dow  Jones 
avoragos  and  most  active  issues  to  for- 
ngn  stock  indices.  If  I  want  NYSE,  Amex, 
and  Nasdaq""  composites,  I've  got  'em. 
There's  non-equity  info,  too,  like  gold 
prices,  dollar  trading,  and  money  rates. 
"\\TiPn  I  want  the  broader  picture,  PRODIGY 
supplies  the  leading  economic  indicators 
:    sijrh  as  housing  starts,  consumer  prices, 
,    and  the  trade  deficit.  I  keep  my  eye  on 
!    changing  stock  prices  throughout  the 
i    day  If  I  see  an  opportunity,  bam,  I  can 
i    buy  or  sell  in  minutes  with  the  online 
I    d  i  srount  broker.  Getting  PRODIGY  was 
ono  of  my  smartest  investments. 

"And  i  nvestments  are  only  part 
of  the  story. 

There's  a  whole  slew  of  terrific  things 
I  do  on  PRODIGY.  I  can  get  sports  scores 
^von  while  games  are  being  played,  as 
well  as  stories  and  stats  on  my  favorite 
toams.  If  there's  no  time  to  go  shop- 
ping, no  problem.  PRODIGY  has 
shopping  suggestions  and  product 
roviews.  And  I  can  order  items  like  elec- 
tronics, gifts,  and  clothing  almost  any 
time  from  dozens  of  online  retailers. 

"You  gotta  get  this  thing." 

Tho  PRODIGY  service,  connected  to  your 
computer  and  phone  line,  has  hundreds 
of  features  and  services.  And  it's  just 
$12.95  a  month, 
including  30  person- 
al messages.  What- 
ever interests  you, 
PRODIGY  makes  it 
more  interesting. 

rKonir.Y  is  available  for  JHM%)r  compatible,  and 
^f  nrinloslf  oompiitcTs.  Call  1-800-776-369.1,  ext.  221. 
'  lind  out  whoro  yoii  can  purchase  a  PKODKiY 
-rvice  Startup  Kit  now.  Or  look  for  PUOmdY 
i'''Mi.iv  iii(lud<'d  with  many{)opular  computers. 
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Buying  futures  may  be  the  only  way  to  guarantee  getting  the 

scarcest  items  in  ballyhooed  vintages,  particularly  the 

increasingly  popular  wines  from  Pomerol. 


size  and  quality  of  intervening  har- 
vests, and  the  vagaries  of  exchange 
fates,  so  there  will  always  be  a  degree 
of  risk  involved  in  paying  for  Bor- 
deaux in  advance. 

There  is  one  important  exception 
to  the  above  rule:  buying  futures  may 
in  some  instances  be  the  only  way  to 
guarantee  getting  the  scarcest  items 
in  ballyhooed  vintages,  particularly 
the  increasingly  popular  wines  from 
the  small  right-bank,  commune  of  Po- 
merol (see  map). 

There's  another,  less  tangible  ad- 
vantage to  buying  en  primeur:  you'll 
receive  your  wines  soon  after  they 
arrive  in  this  country,  and  before 
they  can  be  mistreated  by  wholesal- 
ers or  retail  shops.  For  example,  East 
Coasters  who  collected  their  '85s 
when  they  arrived  in  the  spring  of  '88 
and  stuck  them  in  a  cool  cellar  have 
lovely  drinking  to  look  forward  to. 
But  some  '85s  I've  sampled  that 
sweated  out  the  torrid  summer  of  '88 
in  an  un-airconditioned  New  Jersey 
warehouse  have  melted  down  to 
prune  juice. 


Should  I  be 
jealous  of  this 
guy  ot  the  of- 
fice who  brags 
about  all  the 
futures  he 
snapped  up 
in  the  '80s? 
Yes  and  no — an 
answer  that  calls 
for  visual  aid.  In 
the  exhibit  on  the 
following  page, 
I've  analyzed  the 
price  behavior  of 
four  very  good  to 
outstanding  vin- 
tages of  the  '80s 
that  have  been  in 
the  retail  market 
for  at  least  a  cou- 
ple of  years.  I've 
used  the  consis- 
tently excellent 
Chateau  Margaux 
as  a  representative 
Medoc  first 

growth,  and  Cha- 
teau Ducru-Beau- 
caillou  as  a  proxy  for  the  group  of 
second-growth    overachievers    often 
referred  to  as  "super-seconds." 

As  the  charts  show,  if  your  co- 
worker is  a  collector-rfW/z^^r  (i.e.,  one 
who  buys  for  future  consumption 
rather  than  resale),  he  has  been  re- 
warded for  purchasing  the  '82s,  '83s 
and  '86s  at  the  outset,  although  only 
the  '82s  and  the  '83  and  '86  first 
growths  climbed  significantly  in  price 
between  their  initial  futures  offer- 
ings and  their  arrival  here.  1985,  how- 
ever, was  barely  a  break-even  propo- 
sition, considering  the  cost  of  tying 
up  funds  for  two  years.  More  recent- 
ly, the  '88s,  which  are  still  arriving  at 
American  retail  shops,  have  been  a 
disappointment  to  en  primeur  pur- 
chasers: many  of  these  wines  can  be 
found  by  careful  shoppers  today  for 
little  more  than  their  initial  futures 
prices.  The  next  time  your  friend 
starts  boasting,  tell  him  you  just 
picked  up  the  '88  Pichon-Lalande 
for  $30  a  bottle. 

On  the  other  hand,  perhaps  your 
friend   is  a  coWcctoi-speculator  who 


plans  to  sell  his  wine.  In  that  case 
he'll  be  chagrined  to  learn  his  wines 
will  fetch  substantially  less  than  the 
average  retail  prices  shown  on  the 
charts.  Indeed,  he  has  had  little  to 
celebrate  since  the  '82  vintage,  a  year 
the  wine  trade  views  as  an  aberration. 
(It  was  this  vintage  that  marked  a 
surge  in  American  interest  in  the 
wines  of  Bordeaux,  thanks  to  a 
unique  combination  of  rave  reviews, 
very  low  opening  prices  due  a  strong 
dollar,  and  profligate  yuppies.)  Ex- 
cept for  the  1986  first  growths,  the 
collector-speculator  would  have  done 
just  as  well  with  T-bills. 

So  what  about  the  '89s  and 
'90s?  1989  and  1990  were  a  pair  of 
hot,  dry  vintages  that  yielded  many 
excellent  to  outstanding  clarets  in 
huge  quantities.  1989  witnessed  the 
earliest  harvest  start  of  the  centur\' 
(the  end  of  August!),  and  the  great 
ripeness  of  the  grapes  triggered  enor- 
mous trade  and  consumer  interest. 
The  wines  opened  at  record  high 
prices.  Even  with  middlemen  taking 
fat  margins,  the  early  demand  for  the 
vintage  was  the  strongest  since  the 
'82s.  Wine  available  at  premiere 
tranche  levels  quickly  sold  out,  and 
prices  rose.  Since  last  fall,  though, 
sales  have  slowed  noticeably  as  buy- 
ers have  become  sated  and  the  un- 
even quality  of  the  vintage  has  sur- 
faced. It's  difficult  to  recommend  the 
'89s  at  their  current  exorbitant  prices. 

The  equally  inconsistent  '90s 
opened  5%  to  15%  lower  than  the 
overpriced  '89s  in  French  francs,  re- 
flecting fears  in  Bordeaux  that  these 
wines  would  be  a  hard  sell  following 
the  heavy  buying  of  the  '89s  and 
given  the  sluggish  economics  of  most 
major  wine-consuming  nations.  With 
apprehensive  negoriants,  importers 
and  merchants  taking  slimmer  mark- 
-ups,  the  '90s  opened  15%-20%  low- 
er in  dollars  here  than  the  '89s  did  a 
year  ago.  Despite  these  more  palat- 
able prices,  the  wine-drinking  public 
has  been  slow  to  respond;  in  contrast 
to  the  '89s  last  fall,  most  '90s  can  still 
be  found  at  opening  levels  today. 

1990  is  a  vintage  to  buy  very  selec- 
tivclv  for  the  moment  and  monitor 
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Get  a  brand  new  shape 
with  NordicRow  TBX. 

Our  exclusive,  patent- 
pending  split-resistance 
design  alJows  you  to 
adjust  the  upper-  and 
lower-body  resistance 
and  tailor  your  exercise 
routine.  Try  the 
NordicRow  TBX  and 
you'll  see  the  results 
that  total-body 
exercise  can 
bring — toned 
muscle,  weight 
loss,  cardiovascular 
conditioning,  stress 
reduction 
and 
more. 


Take  on  a  whole 
new  shape  with 
NordicRow  TBX. 


Shape  up  and  lose  weight  for 
good.  Dieting  alone  actually 
slows  your  metabolism  and 
increases  your  appetite.  By 
increasing  your  metabolism, 
your  body  bums  calories  at  a 
faster  rate.  So,  in  order  to  shed 
those  unwanted  pounds,  raise 
your  metabolism  and  take 
weight  off  for  good  with 
NordicRow  TBX. 


Reshape  your  body  with  just 
20  minutes  a  day,  3  times  a 
week.  NordicRow  TBX  gives 
you  a  superior  cardiovascular 
workout  that  tones  and  shapes 
all  the  major  muscle  groups  in 
your  entire  body  in  just  minutes 
a  day.  Plus,  get  a  total-body 
workout  in  the  comfort  and 
convenience  of  your  own 
home.  Take  weight  off  and 
keep  it  off  with 
NordicRow  TBX. 

♦  Try  NordicRow  TBX  in  your  own 
home  for  30  days! 

♦  The  innovative  design  and 

•  workmanship  you've  come 
to  expect  from 

NordicTrack. 

NordicRow 


»V  NODOICIRACK 


FREE  VIDEO 2rT„...  c...  1-800468-4491 

Or  write:  NordicTrack.  141  Jonathan  Blvd.  N.,  35711,  Chaska,  MN  55318 


©I9vi  Nordic Track-'lnc..  A  CML  Companvl 


American  retail  prices'  for  Bordeaux  vintages  of  the  1980s  have  moved  steadily  higher 
though  only  the  '823  and  the  '83  and  '86  first  growths  have  rewarded  eariy  investors 
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closely  over  the  coming  months.  Bor-'  / 
deaux  suffered  a  damaging  frost  last-  / 
spring,  followed  by  a  late  and  irregu--  '^1 
lar  flowering,  and  the  1991  harvest,  1  \\ 
because  it  will  be  a  late  one,  will  be    \ 
especially  vulnerable   to   inclement? 
autumn  weather.  If  the  '91  vintage  is     J 
a  nonstarter,  sales  of  '90s  will  almost 
certainly   pick   up   and   prices   rise, 
though  there  is  little  reason  to  be- 
lieve   that    this    vintage    will    offeri 
meaningful   resale   potential   in   thcf 
foreseeable  future.  My  early  favor- i 
ites  based  on  tastings  conducted  in) 
Bordeaux    in     late    May:    Ausone, 
Canon,   Cheval   Blanc,   Clinet,  Cosj 
d'Estournel,  La  Conseillante,  L'E- 
vangile,    Lafite-Rothschild,    Latour.l 
Leoville-Las  Cases,  Margaux,  Mon- 
trose,   Mouton-Rothschild,    Petrus, 
Pichon-Baron,  and  Trotanoy.  Most  of  I 
these  wines  are  as  good  as,  or  better 
than,  the  '89s  from  the  same  proper- 
ties, and  they  are  a  lot  cheaper. 


I've  sludied  your  charts  and 
I'm  going  to  buy  the  '90s 
anyway.  Where  should  I  go? 

Buy  only  from  a  reputable  merchant 
with  a  track  record  of  delivering  the 
wines  he  has  promised;  your  wino 
friends  can  advise  you.  Remember, 
these  are  the  lean  years  for  the  retail 
wine  trade   in  America,  and   some 
overextended     players     won't     be 
around  when  the  '90s  arrive  in  1993. 
And  shop  around.  Prices  vary  con- 
siderably,  depending  on    how    and 
when  the  merchant  must  pay  for  his 
wine,  how  many  links  in  the  distribu- 
tion chain  he  has  managed  to  bypass, 
and  whether  he's  looking  for  a  quick 
buck  or  a  loyal  customer.  Some  es- 
tablished retailers  who  have  otTcred 
very  reasonable  futures  prices  in  re- 
cent years   include   MacArthur   Li- 
quors, Pearson's  and  Cal\crt-\Vood- 
ley    in    Washington.    D.C.;    \ankcc     , 
Spirits  in  Sturbridge.  Mass.;  and  The 
Wine  House  in  San  Francisco.  J? 


OKHKS 


FYI 


S  r  K  P  H  K  N  T  .\  N  Z  V.  R  is  ediior  and 
publishfr  of  The  New  ^'ork  Wine 
('ellar.  a  .U-fxiffr  bimonthly  nmrsUrtrr 
(■(Krnnjr  the  t^-orU's  fine  viius.  Annua/ 
su/>srn/>tion:  S-fS.  For  more  informa- 
tion. laU  212-  777-1006. 
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'^        Take  an  exciting  trip  down  memory  lane  with 
Mickey  Mantle,  Willie  Mays,  Ted  Williams 
and  nine  other  immortals! 

Presenting... 

Baseball  Legends 
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Baseball's  all-time 

greats,  handcrafted 

in  fine  porcelain! 

Baseball,  the  Great  American 
Pastime.  Many  have  played  the 
game,  but  few  are  immortalized  as 
stars  whose  feats  have  become  part 
of  baseball  lore.  Now,  12  of 
baseball's  all-time  greats  come  alive 
just  as  you  remember  them  in 
Baseball  Legends! 

Hand-pointed  porcelain. 

Meticulously  sculpted  in  fine  porce- 
lain, each  hand-painted  figurine 

Baseball  Legends  •47  Richards  Avenue 


captures  a  different  player 
in  his  most  memorable  pose- 
Reggie  Jackson  following  through 
on  a  titanic  blast.  .  .  Brooks 
Robinson  diving  to  snare  a  line 
drive.  .  .Tom  Seover  firing  a 
blazing  fastball! 

Affordobly  priced. 

Each  figurine  is  affordobly  priced  at 
$49,  payable  in  two  convenient 
monthly  installments  of  $24.50.  You 
will  receive  one  figurine  every  other 
month.  You  will  also  receive  a 
handcrafted  hardwood  "home  plate" 
display  at  no  additional  charge! 
Officially  authorized  by  Major 
League  Baseball,  the  Baseball 
Legends  collection  makes  a  perfect 
gift  for  fans  of  any  age!  Return  your 
Reservation  Application  today! 

Norwallc,  Conn.  06857  '       (O  1991  MB! 


RESERVATION  APPLICATION 

BasebaH  Legends 

Baseball  Legends  Pleose 

47  Richards  Avenue  return 

Norwalk,  Conn.  06857  promptly. 

Please  accept  my  reservation  for  Bosebo//  Legends,  as 
described  in  tbis  announcement.  I  need  send  no  money 
now.  My  figurines  will  be  shipped  at  the  rate  of  one 
every  other  month,  payable  in  two  convenient  monthly 
installments  of  $24.50".  If  I  am  not  satisfied  with  any 
figurine,  I  may  return  it  within  30  days  of  receipt  for  a 
replacement  or  refund.  This  subscription  may  be 
cancelled  by  either  party  at  any  time. 

*  plus  any  opplicabie  so/es  tox  and  SI  75  ihtpptng  ond  handling 


Name__ 
Address 


lii 


Please  pnni  cleafi 


Cily_ 


State 


Zip- 


I  Check  here  if  you  wont  each  figurine  chorged 
to  your:       VISA  MasterCard 

Discover  Am.  Exp 


Credit  Cord  Number 

Signature 


Expiration  Dote 


(All  ordoi  tub|«ct  to  occapionce  ) 
Please  allow  4  to  8  weeks  after  poyment  for  initial  shipment 

bmEFET 


CEO  CHOLESTEROL 
COHTEST  FUROR! 


Last  November,  FYI  asked  the  200  highest-paid  CEOs 
in  America  for  their  cholesterol  levels,  offering  a  "lipid- 
laden"  cheesecake  to  the  head  honcho  with  the  lowest. 
An  astounding  10.5%  responded,  and  Allen  Jacobson  of 
3M  walked  away  with  a  full  tummy. 

But  there  was  one  picky  apple  in  our  bushel.  United 
Telecom's  William  Esrey  sent  us  his  cholesterol  level, 
but  also  took  us  to  the  woodshed  for  using  a  faulty 
criterion.  The  total  cholesterol  level,  he  complained,  is 
not  nearly  as  useful  an  index  as  the  ratio  of  the  total  to 
HDL  cholesterol  (the  good  stufO-  Dutifully,  we  report- 
ed his  comments. 

FYfs  mailbox  was  soon  flooded:  "Count  me  solidly 
in  Esrey's  camp.  The  ratio  . . .  should  have  been  the 
basis  for  your  contest";  "This  ratio  is  far  more  impor- 
tant than  the  overall  cholesterol  count";  "Esrey  is 
correct . .  .  The  medical  community  is  moving  towards 
that  ratio  as  a  standard";  "Every  fairly  educated  person 
knows  that  the  plain  cholesteral  (sic)  level  is  unimpor- 
tant"; "Your  subscribers  should  see  the  ratings  based 
on  the  ratios  and  not  receive  a  sudden  education  in 
emergency  surgery  as  I  did." 

Though  we  considered  riposting  with  a  snappy  "W? 
say  it's  cholesterol,  and  we  say  to  Hell  with  it,"  we 
decided  instead  to  take  our  readers'  concerns  to  a  few 
cholesterol  experts. 

Is  total  cholesterol  the  outmoded  index  some  of  our 
readers  think.''  Well,  yes;  but  it  still  has  its  uses.  "There's 
good,  better  and  best,"  says  John  LaRosa,  head  of  the 
American  Heart  Association's  cholesterol  task  force. 
"You've  got  to  have  some  method  of  screening  people, 
and  the  total  is  as  good  of  a  device  as  we  know  of." 

The  National  Cholesterol  Education  Program 
guidelines  recommend  total  cholesterol  "as  a  triage 
mechanism,"  says  DeWitt  Goodman,  director  of  the 
Institute  of  Human  Nutrition  at  Columbia-University, 
and  formerly  chairman  of  the  expert  panel  of  the 
NC^EP.  In  a  nutshell:  adults  with  a  total  of  240  mg/dL  or 
higher  ("high"),  as  well  as  those  with  a  total  of  200-239 
mg/dL  ("borderline  high")  who  also  have  two  of 
several  risk  factors  (such  as  hypertension,  smoking, 
obesity  or  just  plain  being  male),  arc  ad\iscd  to  pursue 


lipoprotein  analysis  in  order  to  identify  their  levels  of 
LDL  cholesterol  (the  bad  stufO,  HDL  and  triglyceride. 
Got  all  that.^  Good. 

Just  how  good  a  screening  dcwce  is  total  cholesterol.'' 
William  Castelli,  the  director  of  the  famous  Framing- 
ham  (Mass.)  Heart  Study,  argues  that  unless  your  total 
is  150  mg/dL  or  less,  you  shouldn't  use  the  index  to 
assume  anything.  "If  you  have  a  very  high  total,  you 
know  the  odds  are  diminishingly  small  you'll  have 
enough  HDL  to  cover  yourself,"  he  says,  "but  bervveen 
150  and  250  mg/dL,  you  really  don't  have  a  clue."  But 
LaRosa  counters  that  for  most  of  us  total  cholesterol  "is 
a  pretty  good  indicator  of  risk." 

What  about  the  ratio  of  total  cholesterol  to  HDL.'' 
"It's  a  better  index  of  risk  than  total  cholesterol  alone," 
says  LaRosa,  though  he's  quick  to  add,  "The  ratio  is  not 
accepted  as  the  best  index  by  all  physicians." 

Even  Castelli  cautions  that  the  ratio  isn't  the  final 
word.  "We  would  start  with  the  ratio,"  he  says.  "It 
should  be  under  3.5.  But  if  you're  4.5  or  higher  you  have 
a  cholesterol  problem,  and  you  ought  to  find  out  by 
having  your  LDL,  triglyceride  and  HDL  looked  at." 

Is  the  medical  community  moving  toward  the  ratio  as 
a  standard.''  Well,  as  usual,  it  depends  on  who  you  talk 
to.  Castelli  believes  the  ratio  has  momentum  and  insists 
that  "LDL  is  not  as  good  a  predictor  as  HDL,  unless 
we're  talking  about  very  high  totals."  But  Goodman's 
NCEP  panel  considered  the  ratio  "quite  extensively," 
and  concluded  it  was  //o/the  best  index.  "1  he  ratio  can 
give  more  information,  but  it  can  also  be  more  mislead- 
ing under  some  circumstances."  Better,  he  says,  to  look 
at  each  risk  factor  independently.  Further,  the  NCEP 
recommends  emphasizing  the  evils  of  LDL  over  the 
benefits  of  HDL  because  "scientific  e\  idcnce  is  stron- 
gest that  high  LDL  is  a  direct  cause  of  atherosclerosis 
and  heart  disease." 

And  you  blame  us  for  being  confused.' 

— NHAI.  S.\N  rKl.M.\NN 
P.S.  The  winner  from  our  second  batch  of  entrants  was 
John  "Yours  For  Low  l.,ipids"  Tirrcll,  Marine  Systems 
('orp.  (95).  IVanklv,  wc  no  longer  give  a  damn  about 
ratios.  Mr.  Tirrcll,  vcnir  (.liccsccikc  is  in  the  mail.  JT 
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IMAGINE  ALL  YOU  COULD  CAPTURE 
THA  CAMERA  THAT  THINKS  FOR  ITSELF 


'fide, 


Introducing  the  Maxxum^Vxi  A  camera 
ith  its  own  unique  way  of  ttiinking. 

Imagine  what  you  could  capture  with 
:amera  that  fearlessly  predicts  motion 
any  direction  and  freezes  action  up  to 
)ur  times  a  second. 

Imagine  if  you  had  a  camera  that 
\nderstood  subtleties  of  lighting  and 
^sponded  precisely  even  to  stripes  of 
\un light  and  shadow. 

Or  one  always  ready  to  pounce,  with 
\l I  systems  working,  even  before  your 
^ye  meets  the  viewfinder 

Well,  all  these  once  imaginary         ^ 

■    capabilities  are        ■  "■ 


respond  with  cat-like  quickness  to  the 
demands  of  any  subject  you  choose. 

To  top  it  off,  there's  even  a  built-in 
4- mode  flash  with  red-eye  reduction.  Plus 
lenses  that  zoom  automatically  and 


Because  Maxxum  analyzes  images  a  whole  new  way,  phuloi  an  ^liarptr  and  mun  precise  than  ever. 

I       the  option  of  an  easily  triggered  wireless 
remote  flash. 

If  you  have  a  mind  to  capture 
m^    the  most  challenging 


perfectly  real 
in  the  new 
Maxxum  7x1.  With 
the  most  powerful 
computer  ever  put  be- 
hind a  lens,  it's  the  first 

SLR  to  use 
fuzzy  logic  to  full 
advantage. 

Only  the  7xi  is  pre- 
programmed to  draw  on 
the  collective  wisdom  of 
professional  photographers,  so  it  can 

Look  for  valuable  Minolta  USA  2-year  camera/S-year  lens  limited  warranty  cards  witti  your  products  For  mott 
information,  see  your  selected  Minolta  dealer  or  write  Minolta  Corp  .  101  Williams  Drive.  Ramsey.  N  J  07446 
In  Canada  Minolta  Canada.  Inc  .Ontario.  C 1991  Minolta  Corporation. 

NEW  MAXXUM'VxL 


subjects  imaginable, 
you're  perfect  for  the  new 
Maxxum  7x1.  Because  it's 
true  that  great  minds  think 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


ExorGH 

I>:formatio>: 

ABOrT  BCOTCH 

To  Okdem  a  Drixk. 


ou're  tkirsty  for  Scotch  and  waten  But  if  you 
just  say  "Scotch  and  watei;"  you're  taking  a  chance 
on  mediocrity.  Say  "Ballantine's  and  water;"  and 
you'll  get  a  smooth,  mellow,  smoky  Scotch  with 
a  hint  of  Island  peat  and  a  breath  of  Highland 
smoke.  Your  water  will  taste  a  lot  bettei;  too. 


THE  TRUE  TASTE  OF  SCOTCH 


'.JedS<«KhWh,.ky43«»»AkyVol  (86proon  C 1989  M,kJ«„„,  W.,^  &  Spun,  l,c,  U.  ^n^-"  C 


Enough 
iivformatioiv 
About  Scotch 
Have  A  Con'ver^atioiv. 


u're  out  on  the  town  with  a  friend.  But 
esitate  before  ordering  the  same  old  Scotch, 
ering  over  the  bar,  you  spot  a  bottle  of 
n  tine's  Finest. 

ram.  I  haven't  had  that  in  a  while." 
ne  of  the  better  blends,"  your  friend  says, 
ber  one  in  Europe." 
you  order  Ballantine's  and  waten 
t  has  42  different  single  malts  in  it,"  he  says, 
eally?  Does  that  matter?" 
nly  if  you  like  your  Scotch  to  be  smooth." 
ou  take  a  sip. 

It  is  smooth.  How  come  it  tastes  smoky?" 
bur  friend  explains,  "That's  from  Highland 
2;le  malts  in  the  blend.  Taste  it  again.  It  has  an 
thy  flavoi;  too." 
fou  do  and  it  does. 

That's  peat.  From  the  Scottish  islands.  See, 
h  blended  Scotch,  the  single  malts  are  married 
jether  to  enhance  each  other  But  you  can  still 
5te  the  individual  flavors" 
"You  know  too  much.  How  am  I  supposed  to 
:ep  up  with  that?" 
I  "We  have  time,"  he  says.  "Another  round?" 


EXOUGH 

IivFORMATiox  About 

Scotch  To 
Opex  a  Distillery. 


irst,  you  need  water. 
Scotland  has  more  than 
enough,  because  it  rains  so 
much.  And  the  best,  because 
on  its  way  to  the  burns   Aristotle. 
and  lochs,  Scottish  wat-  He  would 
er  is  naturally  filtered   hare  enjoyed 
and  purified  as  it  flows  Ballantine's. 
through  granite  or  peat 

Second,  you  need 
peat.  Peat,  to  put  it 
delicately,  is  a  layer  of 
compressed  vegetable 
matter  covering  about 
1,700,000 
acres  in 

Scodand.  That's  WVo 
of  the  entire  country.  That's  a  lot 
of  peat  You  can  taste  the 
in  a  great  Scotch  li 
Ballantine's  Fin 
What  you  do  is  cut 
it  into  logs  and 
bum  it  in  kilns  to 
stop  the  malting  ! 
of  your  barley. 

Third,  you  need 
barley.  Barley  is  one 
of  those  grains  that 
thrives  where  you  might 
think  only  rocks  would 
grow.  Which  is  why  it 
does  so  well  in  Scotland. 
You  malt  your  barley  by  "'l «""  ^  ""> 
soakmg  it  m  water;  then  ^  distillery. 
drying  it  over  the  peaty  ^'''"^ '"'"' ' 
fire.  Then  you  grind  it,  mix  in  hot  water 
and  let  it  sit  for  a  few  .  hours.  Add  a 
little  yeast  to 
le  liquid  and  the 
sugars  turn  into 
alcohol.  The  barley    ^ 
has  done  its  job.  You 
can  feed  it  to  cattle. 
Fourth,  you  need 
The  handsome     cattle.  Some 
Highland  cattle,  of  the  hap- 
piest catde  in  the  world  hve 
in  Scotland.  (Not  to  men- 
tion some  of  the  best  tasting.) 

Fifth,  you  need  a  still 
These  are  the  funny  look- 
ing copper  pots  without 
which  there  would  be  no 
Scotch.  It  IS  said  that  Aris- 
totle invented  distillation 
But  sadly,  he  never  lived 
to  taste  a  fine  Scotch  like 


Some 
people  are 


Ballantine's.  After 
distillation,  you  have 
>vhisky.  Which  longs 
for  barrels  in  which 
to  grow  old. 

Sixth,  you  need 
barrels.  There  aren't 
many  oak  trees  left  in 
Scotland.  At  least  not 
enough  to  age 
Ballantine's 
Finest 
So  you 
need  oak  Sate  your  pennies 
barrels  im-  /«""  a  copper  still. 
ported  from  America.  Once 
your  Scotch  is  in  the  barrels,  you 
need  to  put  them  away  for  a  longtime- 
Seventh,  it  helps  to  have  an 
There's  a  refresh- 
scent  of  sea  air  m 
a  selea  few  of  the 
single  malts  used 
in  Ballantine's. 
Some  say  it 
creeps  into  bar- 
rels stored  near 
the  ocean.  In  any 
case,  it  adds  distinc- 
tion to  the  Scotch. 
It  may  be  that  Scotland 
IS  the  best  place  to  make 
Scotch  precisely  because 
tlu't's  no  point  more  than 
70  miles  from  the  sea. 
•-^^ii  Kansas  is  not  a  good 
*  ^ .  place  to  make  Scotch. 
And  last,  you'll 
need  patience.  TTic 
from  the  Sorth  Sea.  only  thing  left  to  do 
is  wait  If  you  want  your  Scotch  to  be 
part  of  Ballantmes  Finest  you'll  have 
to  wait  quite  a  while,  because  we 
don't  blend  any  malt  whisk)'  young- 
er than  five  years.  Paoence  is  essen- 
tial when  starting  your  own 
distillery.  But  as  you've  read 
'his  fat  It  would  seem  that 
lu  have  a  good  supply  of  it. 
Whew  I  If  the  thou^t  of 
all  this  work  makes  you 
feel  a  bit  tattered,  you 
might  enjoy  a  gl 
of  Ballantinc  s 
Finest.  Maybe 
you  don't  need  Please  u 
your  own  dis-  Ve  u elcome 
oiler)'  after  all.     all  letters. 


THE  TRUE  TASTE  OF  SCOTCH. 


QOa//anti/iel 

THE  TRUE  TASTE  OF  SCOTCH 
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Wntr  lo   BallintiDr  >  P  O  Box  8925  Universal  City.  CA  91608 


Th«  fmn  in  Woolifiark  lab*l 
I*  rout  •iiuranc*  of  quatilr- 
Ictlcd  (abrici  mad*  ol  Id* 
morWt  bast      Pur*  Wool 


NINO  CERRUTI 


® 


RUE  ROYALE 


^1 


to  tighten  the  harness,  adjust  t., 
^u:«.^.-.Tf^  'jnri  take  a  Forni- 


h  narcosis  in^ 


an  underwater  cave,  with 
he  minutes  ticking  down 
on  your  air  supply.  Or,  vcs, 
to  fasten  bungee  cords  to 
ourself  and  juu 
off  a  bridge,  with 
the  instructor's  re: 
ince  ringing  in  your 


never  been  a  tataiity  in 

-Mast  not  in  the  United  Staaaaaates. 


In  the  next 

^ew^  pages,  we 

present  a  few 

^-  -~i\c  fo< 
wouldn't  be  worth  it  with 
lut  the  occasional  tang  ;^ 
exhilaration  in  the  mouth: 
•an  auto  exec  who  owns  the 

'     fast  lane;    T^^l^skydiv- 

S  watcher; 

a  pitoi#.  I^Mtl^ing 
-lollywood  COO.  All  they 
lave  in  common  is  the  urge 
o  hang  their  behinds  oveta 
^  the  precipice. 


FYI 


KORHI 


Son  of 
Danger 


What  are  you  going  to  do 
with  a  guy  who  holds  the  Connecticut 

state  record  for  the  longest 

slide  after  a  motorcycle  crash?  The 

survivor's  record,  anyway. 


A, 


.fter  the  first  few  min- 
utes,  I   had  concluded   this  wouldn't  be  too  bad 

Sinclair  was  fast,  but  he  wasn't  scraping  his  engine  on 
the  ground.  The  stories  I  had  heard  about  him  and  his 
riding  style  led  me  to  worry— but,  I  figured,  all  for 
nought.  Then  he  passed  the  first  of  that  morning's 
endless  series  of  cars  and  looked  at  me  in  his  mirror  as  if 
to  say,  "Well.?"  Wonderful.  Downshifting,  the  tachom- 
eter needle  shooting  toward  the  rcdline,  I  followed. 


OUHKS 


FYI 


BEI 


Hell-lor-lealher:  Rob- 
ert J.  Sinclair,  the  just- 
retired  chairman  and 
chief  executive  of 
Saab  Cars  USA.  Inc. 


U  I  didn't  keep  the  bike  to  the 
redfine  coming  out  of  the  corners,  I 
had    to    make    up    for    it    in    the 
straightaways.  Six  thousand  rpms  in 
fifth  gear  translates  to,  well,  pretty 
fast  down  two-lane  roads.  Sinclair — 
that  is,  Robert  J.  Sinclair,  the  just- 
retired  chairman  and  chief  executive 
of  SAAB    Cars    USA,    Inc.— always 
stayed    in    front,   casually   sweeping 
through  the  turns.  He  was  on  his  slow 
bike,  a  BMW  RKXjS,   but  if  he'd 
been  on  his  fast  bike,  a  hand-built 
Harris    Magnum    3,    he    doubtless 
would    have   vanished 
down      the      forested 
lanes       of      Fairfield 
County,    Conn.,    leav- 
ing me  his  dust  as  a 
souvenir. 

At  59,  Bob  Sinclair 
still  rides  motorcycles 
with    the    brio    of    a 
Hell's  Angel.   He  ad- 
mits to  having  slowed 
down  as  he's  aged,  but 
imperceptibly — I'll  at- 
test. "I  drive  at  outra- 
geous rates  of  speed," 
he  says,   in   his  calm, 
deliberate     voice.     "I 
drive  extremely  fast  on 
the  highway;  I  regular- 
ly drive  to  work  at  50% 
above       the       posted 
speed        limit.        But 
what's     important     to 
understand  is;  I  like  to 
do    dangerous    things 
very  carefully.'''' 

Of     course,      "very 
carefully"  to  the  aver- 
age executive  and  "very  carefully"  to 
Sinclair  don't  exactly  synchromesh  at 
the  same   number  of  rpms.   A  few 
years   ago,   while   riding   back    from 
Vermont  with  his  son  at  speeds  that 
would  set  a  state  trooper's  teeth  on 
edge,  Sinclair  was  forced  to  dump  his 
Harris   when   a  car  he   was   passing 
slammed  on  the  brakes.  The  crash 
and   the   slide   were    "very   interes- 
ting," he  says,  "but  a  little  noisy." 
He  escaped  with  a  broken  hand,  bur 
the   pain   was  offset   by   this   kudo, 
while  in  the  hospital,  a  Connecticut 
trooper  told  him  that  he  now  held  the 


unofficial  state  record  for  having  slid 
the  farthest  after  a  motorcycle  crash. 
Well,  the  sur\ivor's  record  an\-wav. 

Did  he  stop  riding.'  Don't  be  silly. 
He  laughs  about  the  crash  now,  re- 
gretting only  the  two  years  and 
$4,fXX)  it  took  to  repair  his  mangled 
Harris. 

And  it  isn't  all  speed,  he  insists, 
inviting  my  immediate  skepticism. 
"If  I'm  out  and  riding  really  fast  with 
the  guys,"  he  says,  "it  gets  tiresome 
after  a  while.  It's  wonderful  to  slow 
down  to  a  modest  speed,  35  or  40 


0  rpm.  0  mph:  a  very  rare  posture  lor  Bob  Sinclair 


miles  per  hour  for  five  or  ten  miles 
and  get  your  brain  refocused,  and 
then  blast  along  again.  I'he  juxtapo- 
sition f)f  going  (juietly  and  smelling 
the  air  and  watching  the  birds  and 
then  suddenly  you're  going  outra- 
geous speeds  again  is  wonderful." 

The  "guys"  in  (jucstion,  his  fellow 
thrill-scckcrs,  arc  the  Sons  of  Dan- 
ger, an  elite  band  of  Kastern  motor- 
sport  enthusiasts  with  no  firm  rules, 
no  meetings  and.  since  its  founding 
in  1973.  no  dues.  SOD  has  been 
variously  described  by  members  as  a 
"U.S.     Navy     demolitions     team." 


"The  0%er  The   Hill  Gang," 
"lunatic  journalists." 

None  is  really  accurate,  becausel 
members  include  automotive  editore 
David  E.  Davis  Jr.,  Michael  Brock- 
man  and  Larr\-  Griffin;  journalist  P.J. 
ORourke;  racers  Sam  Hanks.  Tom 
Sneva,  Danny  Sullivan  and  Don  "Big 
Daddy"  Garlits;  advertising  execs 
Chuck  Riley  (Young  &  Rubicam) 
and  Joe  Schulte  (Wells,  Rich, 
Greene);  Olympian  Bart  Conner:  and 
heads  of  industry  Charles  Hughes 
(Range  Rover),  Mike  Dale  (Jag°uar) 
and  Rocky  Aoki  (Beni- 
hana). 

Most  Sons  of  Dan- 
ger are  "at  least  slight- 
ly bent,"  says  Sinclair. 
Is  he,  uh,  bent  as  well.' 
"I  think  so,"  he  con- 
cedes, although  Mrs. 
Anne  Sinclair  feels 
that  "per\erse"  is 
more  accurate.  Then 
again,  she  keeps  her 
helmet  and  two  motor- 
cycles in  their  family 
room. 

The  two  of  them,  in 
fact,  are  to  be  seen  oc- 
casionally on  his  1936 
Nimbus,  "with  the  si- 
decar,"       he        says, 
"which  my  wife  and  I 
ride    around    Fairfield 
Counts',         putt-putt- 
putt-putt,    just    doing 
25  or  30.  having  a  mar- 
velous time."  It  isn't 
just  speed,  he  insists 
again,  as  if  merely  pos- 
sessing an  antique  bike  were  suffi- 
cient   evidence.    "Take    my    1915 
Schickel.  It  won't  go  more  than  35  or 
so." 

"I  don't  like  golf  or  hunting  or  any 
of  those  semi-sedcntars  activities," 
says  Sinclair  slowly,  as  he  begins  to 
explain  his  fascination  with,  even  his 
addiction  to  speed.  "I'm  in  the  of- 
fice, and  1  hold  meetings,  and  attend 
meetings  and  handle  a  lot  of  paper- 
work. .\nil  ha\e  constant  distractions. 
And  it's  refreshing,  totallv  refreshing 
to  get  out  in  the  air.  and  just  totally 
focus.  When  I'm  on  the  bike.  I  just 


\\ 


I  nuui'S 


FYI 


icentrate  on  that  one  thing,  that 

|i)  yards  of  highway  pavement  di- 

itly  in  front  of  me.  That's  all;  that's 

;   only   thing   that   I'm    thinking 

put. 

(He  sums  up  the  antidote  that  rid- 

E  provides  with  a  phrase  that  could 

his  credo:  "You  have  to  keep  your 

lapses  cracking." 

[That  utter  directness  of  experi- 

ice,  he  feels,  has  influenced  him 

rongly  as  an  executive,  a  tenure  he 

|is  just  concluded  after  more  than  30 

;ars  in  the  imported  car  business. 

Ay  instinct  has  always  been  to  be 

;ry  honest  and  direct  with  the  deal- 

fs,"   he  says.   "If  we're   having  a 

roblem,  I  want  to  call  everyone  in 

id  say,  'This  is  the  problem.'  That's 

lot  the  usual  trend  in  the  automotive 

idustry.  I  always  figured  that  there 

I'ould  be  10%  who  would  take  ad- 

[■antage  of  me,  but  that  the  other 

)%  would  appreciate  the  honesty." 

Sinclair's  lust  for  speed  has  had 

/arying  degrees  of  support  from  his 

irhployers  over  the  years.  Back  when 

le  was  with  Volvo,  he  began  racing 

'olvo- powered  vehicles  in  California 

to  raise  the  Swedish  carmaker's  then- 

)bscure  profile.  Appearing  at  sales 

[meetings  with  a  cut  on  his  face  from  a 

Icrash,  he  found,  did  wonders  for  his 

[credibility  with  dealers  who  were  all 

too  familiar  with  the  "electric  jacket 

and  blue  suede  shoes"  of  his  prede- 

I  cessor.  Sales  climbed,  and  Volvo  was 

pleased. 

But  after  moving  East  to  Saab  in 
1979,  the  chairman  of  Saab-Scania  in 
Sweden  inquired  if  Sinclair 
wouldn't,  please,  consider  giving  up 
riding  in  the  interests  of  remaining  in 
one  piece.  Sinclair  declined. 
'  'Would  it  make  any  difference  if  I 
ordered  you.'''  "  he  recalls  as  their 
brief  conversation.  "No,  and  you 
might  have  to  find  a  new  president." 
In  between  there  had  been  nu- 
merous events  involving  the  outra- 
!i;cous  thrust  and  velocity  of  high- 
performance  engines.  First  came 
winter  rally  driving,  and  three  vari- 
ously successful  attempts  at  the  Baja 
1000.  Then  came  five  years  of  off- 
shore powerboat  racing,  during 
which  Sinclair  set  a  one-mile  speed 


record  in  the  500  cubic  inch  class, 
won  three  West  Coast  class  racing 
championships  and  won  a  national 
championship  in  the  Class  Offshore 
II.  And  over  the  last  decade  there 
were  the  small-displacement  mini- 
cars,  the  Lancias  and  Daihatsus  and 
Autobianchis,  that  Sinclair  would 
drive  to  their  limits  in  any  locale 
where  he  happened  to  find  himself. 
"One  of  the  luxuries  of  being  the 
head  of  an  automobile  company  is  I 
get  to  import  any  car  I  want  for  test- 
ing and  research,"  he  says,  almost 


SINCLAIR'S  Fleet 

A  collector  who  makes  sure  that  his 
bikes  actually  taste  the  road,  Bob  Sin- 
clair lists  what  are  currently  '  'his  most 
significant  vehicles '  '.• 

1915  Schickel  220cc 

1928  Husqvarna  250cc 

1935  Norton  International  350cc 

1935  Excelsior  Manxman  350cc 

1936  Nimbus  750cc  with  Bender 
sidecar 

1939  Nymans-Verkstader  moped 
1949  Husqvarna  118cc 
1963  Royal-Enfield  650cc 
1974  Norton  Commando  850cc 
1974  Husqvarna  250cc 

1982  BMW  RIOOS  lOOOcc 

1983  Harley-Davidson  Sportster 
883cc 

1988  Harris  Magnum  3  llOOcc 

Plus,  he  reports,  ''there  are  another 
half-dozen  or  more  nondescript  motor- 
cycles sitting  around  here  and  there. " 
One  can  only  wonder. 


managing  to  make  it  sound  studious 
and  dispassionate. 

It's  clear  that  he  would  rather  be  in 
any  of  those  "on  a  twisting,  turning 
trail"  than  in  the  luxury  sports  sedans 
so  popular  today.  "Take  the  Lexus," 
he  says.  "It's  a  marvelous  car,  a  beau- 
tiful car,  but  it  puts  me  to  sleep. 
There's  no  personality  whatsoever." 
Similarly,  the  biggest  Harley-David- 
son, which  a  friend  living  abroad 
asked  him  to  buy  and  break  in.  "It 
had  everything,"  he  says.  "AM/FM, 


CB,  you  name  it.  But  I  could  not  ride 
that  bike.  It  was  like  a  Winnebago  on 
two  wheels." 

Not  so  his  Harris  Magnum  3. 
Handbuilt  in  Virginia  from  English 
parts  at  a  cost  of  approximately 
$14,000,  the  Harris  has  a  Kawasaki 
llOOcc  engine  modified  by  Yoshi- 
mura  Racing  to  deliver  about  140 
horsepower  and  a  top  speed  of  170 
mph.  However  brute,  these  specs 
seem  pedestrian  beside  Sinclair's 
happy  description  of  his  bike:  "a  For- 
mula One  engine  with  a  headlight 
and  a  horn." 

And  the  way  that  Sinclair  broke  in 
the  Harris  was  entirely  typical  of 
him,  nurturing  the  consummation 
like  an  acolyte,  or  a  lover.  "I  deci- 
ded," he  recalls,  "that  I  wasn't  going 
to  take  the  bike  over  5,000  rpm  in 
any  gear  until  I  got  to  750  miles.  I'd 
had  it  shipped  over  to  Munich  for  a 
trip  I  was  taking. 

"About  the  third  or  fourth  day,  we 
were  going  up  through  the  Dolo- 
mites on  a  path  called  the  Gross 
Glockner,  twisty,  twisty  paths,  back 
and  forth,  back  and  forth.  Going  up 
this  mountain,  you  just  felt  like 
shouting,  it  was  so  exhilarating.  And 
we  got  up  to  the  top  of  the  mountain 
where  the  inn  is,  stopped  and  had  a 
Coke.  And  the  north  side  of  the 
mountain  goes  down  a  long,  long 
valley,  goes  down  about  four  or  five 
miles,  you  can  see  forever,  a  steep 
mountain  on  each  side,  and  you're 
running  down  this  valley. 

"And  I  looked  down,  and  I  had 
about  700  miles  on  the  bike,  and  I 
said,  'I  just  have  to  open  this  sucker 
up.'  And  I  let  the  other  guys  go  on 
ahead  of  me,  and  I  backed  off,  and 
they  got  maybe  a  quarter-  or  a  half- 
mile  down  the  road,  and  I  started 
accelerating.  And  I  backed  off  when 
I  was  showing  160  miles  an  hour, 
with  the  engine  at  11,000  revs  in 
fourth  gear,  and  whaled  by  them,  and 
it  was  just  extraordinary.  It  was  just 
this  marvelous  blast  after  700  miles 
of  taking  it  real  easy.  It  was  marvel- 
ous, full  of  adrenaline,  full  of  emo- 
tion. It  put  tears  in  my  eyes."-© 

—  TiiCKKR  Goodrich 
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Why  would  a 
down-to-earth  securities 

analyst  jump  out 

of  a  plane  1000  times? 

We  went  skydiving 

with  her  to  find  out. 


OH, 


OHUT^/ 


By  Neal  Santelmann 


i^USSIT  1    CrK^inS  is  a  busy  woman,  but  then, 
stepping  out  of  a  plane  at  5,500  feet,  she  has  a  lot  to  do. 

Almost  immediately  her  parachute  fills  with  air  above 
her.  Clad  in  the  pink-and-blue  jumpsuit  of  the  Misty 
Blues    All    Woman    Skydiving    Team,    Perkins    de- 


scends to  3,800  feet,  getting  set  up 
and  in  position  over  the  landscape 
and  the  audience  below. 

Then  the  ride  really  begins.  Cut- 
ting loose  one  side  of  her  chute,  Per- 
kins promptly  goes  into  a  spin.  With 
the  wounded  canopy  flapping  wildly 
overhead,  she  gyrates  25  times  while 
plummeting  close  to  1,000  feet  in 
less  than  half  a  minute.  But  the  cen- 
trifugal effect  takes  its  toll,  and  the 
ground  is  getting  close.  So  Perkins 
quickly  cuts  the  remainder  of  her 
useless  chute,  stabilizes  and  freefalls 
for  an  instant,  and  then  pops  a  fresh 
pink-and-blue  canopy  at  about  2,500 
feet  up. 

And  the  crowd  goes  wild. 

The  "intentional  cutaway,"  one  of 
Perkins's  specialties,  is  a  real  crowd 
plcaser — provided  they've  been 
warned.  Once  a  fellow  Misty  Blue 
pulled  the  stunt  on  an  unwary  audi- 
ence,   and    near-pandemonium    en- 


sued. "It's  one  thing  to  see  some- 
thing you  perceive  as  being  death- 
defying,"  explains  Perkins,  who 
spends  weekdays  as  director  of  the 
Southeast/Florida  Research  Bureau 
of  Raymond  James  Financial  in  St. 
Petersburg,  Fla.  "It's  another  to  see 
someone  you  think  is  actually  going 
to  die." 

Skydiving  is  one  of  those  foolish 
pleasures  that  everybody  thinks 
about,  but  few  actually  do.  Perkins,  a 
cool  and  confident  34-year-old,  is  in 
deep:  during  seven  years  of  falling 
through  the  wild  blue  yonder  she  has 
taken  the  plunge  close  to  1,000 
times,  has  been  part  of  at  least  one 
successful  all-women  world  record 
dive,  and  has  spent  the  last  two  years 
performing  with  the  Misty  Blues — 
all  while  holding  down  various  pres- 
sure-cooker brokerage  jobs,  includ- 
ing a  five-year  stint  in  institutional 
sales  at  the  late  K.F.  Hutton.  She  also 
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owns  a  one-third  interest  in  Skydive  City,  a  drop  zone 
in  dive-crazy  Zephyrhills,  Fla.,  and  a  percentage  of 
four  airplanes. 

Why  skydiving?  "Some  people  will  say  you  have  a 
death  wish,"  says  the  securities  analyst.  "That's  so  far 
out  of  the  realm  of  questions  that  should  be  asked  here 
that  it's  not  even  worth  dignifying  with  an  answer." 

A  native  of  Colrain,  Mass.,  Perkins  got  her  MBA 
from  New  York  University  in  1981  and  briefly  pursued 
financial  journalism  ("It  wasn't  very  lucrative")  before 
heading  for  Wall  Street.  She's  the  eldest  of  three  very 
successful  sisters,  including  Karen  Perkins,  until  re- 
cently an  assistant  professor  of  biochemistry  at  Johns 
Hopkins  University 
School  of  Medicine,  and 
Hollywood  actress  Eliz- 
abeth Perkins  {Big,  The 
Doctor). 

She  was  drawn  to  sky- 
diving, she  says,  "for  ac- 
ademic reasons,  just  as 
someone  might  take  a 
course  in  art  history  to 
learn  something,  rather 
than  to  become  an  art 
history  buff."  And  that 
first  jump.''  "I  was  cer- 
tainly afraid,  but  I 
wasn't  gripped  with 
fear,"  Perkins  recalls  of 
the  static-line  hop  from 
3,000  feet.  Had  she 
been  adequately 

trained.-'  "No,"  she  an- 
swers in  a  snap.  "I  think 
if  I  had  had  a  'high 
speed  streamer'  [in 
which  the  chute  de- 
ploys but  refuses  to  un- 
fold], there's  a  good  probability  I  would  have  died." 

She  survived,  of  course,  though  she  remembers 
feeling  less  than  euphoric  upon  hitting  the  ground. 
But  unlike  85%  of  first-timers,  Perkins  went  on  to 
jump  again,  enrolling  in  an  Accelerated  Freefall  course 
and  completing  the  seven  levels  of  student  training — 
everything  from  pulling  a  rip  cord  to  body  positioning 
to  altitude  awareness — in  12  jumps. 

While  going  it  solo  is  the  first  hurdle  for  any  novice 
skydiver,  most  of  the  sport  centers  around  "relative 
work" — that  is,  one's  body  in  the  air  relative  to  others. 
You'll  see  jumpsuited  skydivers  at  the  drop  zones, 
practicing  prc-flight  "dirt  dives"  of  what  will  bcconK' 
those  fancy  human  rings,  stars  and  wedges  up  in  the 
air.  Perkins's  part  in  a  1989  world-record  dive  was  one 
of  the  ultimates:  79  women  bailed  out  of  three  air- 


planes and  formed  a  five-ring  human  circle  above 
Montgomery,  N.Y.,  during  a  drop  from  17,000  feet. 
(She  was  also  scheduled  to  take  part  in  a  l(X)-woman 
attempt  in  mid-August — too  late  for  our  press  time.) 
Progress  in  relative  work  requires  social  climbing  on 
the  ground  as  well  as  skill  in  the  air.  Like  most 
newcomers,  Perkins  had  to  jockey  for  opportunities  to 
dive  with  the  biggies.  Some  would  have  her,  some 
would  not.  "At  first  I  wouldn't  get  on  the  hot  skydives 
because  I  couldn't  perform,"  she  recalls.  "Then  I  got 
better,  but  people  would  remember  me  and  I'd  have 
to  say,  'Wait  a  minute,  I'm  not  as  bad  as  I  was 
before.'  " 

It  took  some  time: 
"About  500  jumps  be- 
fore I  felt  I  could  hold 
my  own  on  any  but 
competitive  jumps." 
And  it  wasn't  always 
pretty:  once  a  fellow 
skydiver  assumed  she 
was  going  to  make  a 
mistake  in  the  air  and 
started  yelling  at  her.  "I 
told  him  if  he  ever 
talked  to  me  that  way 
again,  I'd  do  something 
friendly  like  punch  him 
in  the  face." 

Physical  agilirv"  is 
more  key  to  skydiving 
than  strength.  During 
freefall,  divers  use  only 
subtle  maneuvers  to 
■^^1^  maintain  or  change  their 
body  position,  speed  or 
slow  their  fall,  and  zip 
around  the  sky.  Being 
petite,  at  5  feet  4  inches, 
Perkins  often  must  compensate  for  her  size  (due  to 
differences  in  aerodynamic  drag)  to  keep  up  with 
larger  jumpers:  like  a  shuttlecock — belly  out,  arms  and 
legs  way  back.  "I  would  consider  skydivers  more  as 
sportsmen  than  athletes,"  she  says.  "There  arc  not  as 
many  physical  demands  as  one  might  think." 

The  psychological  demands  abound,  though.  It  can 
get  dangerous  up  there  with  all  those  bodies  flying 
around,  and  one  packs  the  gossamer  chutes  with  care. 
Perkins  has  twice  had  to  rely  on  her  reserve  parachute 
to  save  her  skin.  Scars.-*  Sure,  yet  her  philosophy  on 
fear  is  simple:  "Learn  to  live  with  it,  and  it  goes  away." 
But  people  do  get  killed:  23  last  year,  out  of  1 15,{XX) 
participants  making  2.4  million  jumps.  (.And  yet.  the 
United  States  Parachute  .Association  points  out,  1*^)90 
was  the  least  fatal  year  ever.)  "If  you  stay  in  this  sport 


Skyfalutin:  the  Misty  Blues  in  action. 
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hong  enough,  people  you  know  will  get  killed  or 
become  paralyzed,"  she  says.  Over  the  years,  Perkins 
has  witnessed  two  fatal  accidents,  one  in  which  she 
saw  two  people  hit  the  ground  after  they  collided  in 
midair.  Did  that  slow  her  down.-*  "It  shakes  you  up  a 
little  bit,  but  you  get  right  back  up  in  the  plane  and  do 
it."  Did  it  remind  her  of  the  limits.'*  "I  think  it  reminds 
you  to  be  sure  you  have  adequate  separation." 

Perkins  has  found  a  rewarding  niche  on  the  perfor- 
mance circuit  with  the  Misty  Blues,  who  spend  most 
weekends  from  May  to  November  performing  at  air 
shows,  promotional  and  celebrations  around  the 
country.  To  watch  them  prepare  is  a  study  in  contrasts: 
girlishly  garrulous  on  land,  deadly  serious  when  they 
hit  the  skies.  Perkins  joined  the  team  on  a  limited 
basis  in  1988  and  currently  does  up  to  10  shows  a  year, 
earning  herself  an  extra  $125  a  day. 

The  15  members  of  the  Misty  Blues  perform  with 
chutes  deployed  rather  than  as  freefallers — the  better 
to  see  them.  Among  their  dazzling  stunts  are  flag  and 
pyrotechnic  jumps;  a  trapeze  trick  in  which  one  para- 
chutist dangles  a  cloth  ladder,  while  another  climbs 
down  and  swings  from  the  bottom  rung  before  flipping 
into  freefall;  and  "canopy  relative  work,"  including 
one  maneuver  in  which  two  jumpers  wrangle  their  legs 
together,  then  stream  earthward  underneath  their  can- 
opies before  separating  near  the  ground.  "We  scream 
while  we're  doing  that  one,"  says  Perkins,  who's 
rehearsing  it.  "It's  fun." 

Parachutes  are  like  fireworks:  put  'em  up  in  the  sky 
and  everybody  looks.  FYI  caught  up  with  the  Misty 
Blues  at  a  small-scale  Memorial  Day  performance  in 


Sarasota,  Fla.  There,  team  leader  Sandy  Williams  led  a 
group  of  them  down,  trailing  a  huge  flag  to  the  delight 
of  a  few  hundred  patriotic  middle  Americans  gazing 
from  a  parking  lot.  Alas,  this  time  Old  Glory  ended  up 
in  a  tree  ("Well,  it  didn't  touch  the  ground"),  but  well- 
timed  waves  were  rewarded  with  cheers,  and  as  each 
Misty  Blue  touched  down  the  crowd  roared.  Perkins 
alone  hit  the  gold  "X"  on  the  asphalt. 

Then  it  was  crowd-pleasing  time:  handshakes  and 
kisses  for  the  vets,  autographs  for  the  kids,  photo- 
graphs and  questions,  questions,  questions.  "But  they 
were^/rA,"  bubbled  one  woman  to  a  smiling  Perkins. 
"I  thought  they  were  going  to  be  guys!"  (In  fact,  only 
14%  of  skydivers  are  women.)  Such  post-dive  P.R.  is 
half  the  job,  and  Perkins's  duties  as  a  Misty  Blue  have 
included  everything  from  kissing  the  Mayor  of  Hun- 
tington, W.Va.,  to  posing  with  Elsie  (the  cow)  at  a 
Borden  dairy  in  Albuquerque — pretty  goofy  stuff  for  a 
no-nonsense  number  cruncher  used  to  70-hour  weeks. 

But  maybe,  for  someone  who  can  keep  her  emotions 
as  tightly  in  check  as  a  packed  chute,  that's  part  of  the 
appeal.  She  skydives,  she  says,  "because  it's  fun. 
Some  people  have  trouble  with  that:  'Fun.'*  You  mean 
F-U-N.''  It's  got  to  give  you  something  else.'  No,  it 
doesn't." 

Her  fast-track  job  will  not  stop  her  from  making  the 
time  for  250  jumps  this  year,  often  as  many  as  a  dozen 
in  a  weekend  and  most  from  13,500  feet.  She  plans  to 
stick  with  the  Misty  Blues;  "I  still  have  a  lot  to  learn." 
She's  better  now  than  she  was  two  years  ago,  she  says, 
exuding  conspicuous  confidence,  "and  I'll  be  better 
two  years  from  now.  "4? 


I  Dive 


/  decided  to  find  out  for  myself  whether  skydivers  are 
suicidal,  or,  as  Susan  Perkins  insists,  just  wanna  have 
''F-U-N. "  And  so,  pausing  to  dash  off  a  quick,  unwitnessed 
will,  I  headed  for  Skydive  City. 

I  did  a  tandem  jump,  the  dive  of  choice  for  first-timers  who 
want  the  total  experience.  V^ earing  a  harness,  I  was  hooked  at 
the  shoulders  and  hips  to  Santos  Matos,  a  veteran  of  26  years 
in  the  Army  and  some  7,000  dives,  who  did  all  the  work 
during  our  descent  from — gulp — 13,500  feet. 

Matos  did  his  best  to  keep  me  calm  during  the  flight  up, 
assuring  me  that,  yes,  we  were  attached;  no,  my  harness 
wouldn't  fall  off;  and  yes,  the  parachute  would  open.  I  was 
nervous,  but  I  wasn't  afraid.  Indeed,  I  found  it  difficult  to  be 
fearful,  surrounded  as  I  was  by  18  veteran  skydivers  carrying 
on  more  like  giddy  teenagers  headed  for  the  beach  than  sober 
adults  preparing  to  die.  (One  did  have  to  use  his  reserve  chute 
on  the  trip  down.) 

A  moment's  hesitation  and — Boom! — we  were  out.  I  don '/ 
recall  yelling  ''Banzai!",  but  I  did  scream  like  a  kamikaze  for 
the  first  few  seconds.  Of  course,  I  couldn '/  hear  myself,  as  the 
air  rushing  by  at  around  120  m.p.h.  drowned  out  everything. 


I  tried  to  take  it  all  in:  the  ground,  so  far  away  it  seemed 
inconsequential;  the  sky,  blue  and  hazy;  the  clouds,  white  and 
wispy;  and  the  cameraman  (hey,  no  one  was  going  to  take  my 
word  for  it). 

After  half  a  minute,  Perkins  appeared,  slicing  through  the 
air  like  a  dragonfly.  We  waved  to  each  other  a  few  times  and 
then  she  was  gone,  as  the  oversized  canopy  brought  our  freefall 
to  an  abrupt  halt  4,500  feet  up.  No,  we  didn  V  rise  when  the 
parachute  opened — a  common  misconception — but  we  were 
gently  jerked  upright.  As  we  slid  slowly  earthward,  I  spent  my 
time  surveying  the  sights,  asking  questions,  and  shouting 
''Wooooooo!" 

We  slipped  through  a  cotton  puff  cloud  at  about  2,000  feet 
(''That's  a  freebie,"  said  Matos),  and,  maybe  six  minutes 
after  jumping,  tumbled  to  a  relatively  soft  landing. 

So — was  it  fun?  It  was.  Would  I  do  it  again?  I  already 
have.  Am  I  still  in  one  piece?  No — I  broke  my  wrist  on  my  fifth 
jump.  WouldlsxiW  do  it  again?  Just  as  soon  as  I  get  this  damn 
cast  off. — N.S. 

For  more  info  on  drvp  zones  and  student  programs, 
contact  the  U.  S.  Parachute  Association:  703-836-3495. 
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Summits  of  li--^ 

FRANK  WELLS 

In  1982,  Frank  Wells  came  home  from  the  office  and 
announced  to  his  wife,  "I've  just  quit  my  job  as 
president  of  Warner  Brothers  Studios,  and  I'm  going  to 
try  to  be  the  first  person  in  history  to  cHmb  the  highest 
mountain  on  each  of  the  seven  continents." 

He  found  another  Hke-minded  soul  who  had  also 
thought  of  this  damn  fool  idea,  Dick  Bass,  the  owner  of 
the  Snowbird  ski  resort  in  Utah. 

Wells  and  Bass  had  absolutely  no  technical  ability  or 
climbing  experience.  To  combat  their  expedition  igno- 
rance, they  took  world-class  climbers  with  them  and 
chose  the  safest  routes  to  the  summits. 

Wells  went  O-for-5  on  the  practice  climbs.  High 
altitude  exhaustion,  a  mountaintop  case  of  pneumonia 
and  a  stumble  resulting  in  16  stitches  kept  him  behind, 
while  Bass  and  the  team  pranced  on  to  the  summits. 

Here,  in  Wells's  own  words,  is  their  25-mile  climb  into 
the  sky. 


Arranged  by 
Allison  Moir 
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As  a  Rhodes  scholar  at  <  '"' 
Oxford  University,  I  fel  i »  •*' 
with  a  kindred  spirit      :  ^^ 
named  Vince  Jones.  On.  •  *^' 
day  Vince  barged  into     '  »""■ 
my  digs.  "Wells,  at  spri     **' 
vacation  we're  going  to  ^  ** 
buy  a  single-engine  plaJ  ^' 
and  fly  from  Oxford  to     '^  '■'^ 
Cape  Town  and  back.  Iv    *^ 
got  300  hours  of  flight       ^^ 
time  under  my  belt,"  he     ^^ 
said.  "And  you  gotta        >  *" 
learn  to  navigate — we     '  *'' 
can't  afford  a  radio." 
We  only  got  to  East  Afri 
ca,  where  we  crashed  on 
takeoff,  totally  wiping 
out  the  plane.  But  we  survived,  thanks  to  Vince's 
quick-mindedness  in  cutting  the  switches  and  find 
ing  a  field  to  crash  in.  » 

This  is  the  two  of  us  standing  beside  the  plane  on 
the  slopes  of  Mt.  Kilimanjaro.  We  had  just  climbed 
as  a  sort  of  spontaneous,  "let's  try  it"  kick.  It's  ovei 
19,000  feet— took  us  six  days.  I  was  actively  sick  th 
entire  last  day  and  absolutely  miserable. 
But  coming  off  the  mountain,  I  had  the  germ  of  the 
idea:  if  I  can't  be  the  flrst  guy  to  the  top  of  Everest, 
maybe  someday  I  can  be  the  first  person  to  climb  th 
tallest  mountain  on  each  of  the  seven  continents. 


Wfi^mAifMkx  (i!U^,S^ 


Our  professional   gruide, 
Marty  Hoey,  had  ordered 
me  back  on  two  practice 
climbs  already.  On  Ever- 
est,  I   again   stayed  be- 
hind,   this   time   with   a 
case  of  pneumonia. 
The     group     who     went 
ahead  (but  never  reached 
the   summit)   suffered   a 
terrible  tragedy.  Marty's 
belt  harness,  attached  to 
a  fixed  rope,  popped  open, 
and  she  fell  6.000  feet  to 
her  death. 


nn 


Of  course  I  needed  a  will. 
Not  a  will  to  succeed;  a 
will  to  succeed  me, 
should  the  worst  hap- 
pen. Here  I  am  signing  it 
*        on  January  1,  1983. 1 
got  up  from  that  table 
and  left  immediately 
for  the  first  of  the  Seven 
Summits,  Aconcagua 
in  Argentina,  and  made 
it  to  the  top  relatively 
uneventfully. 


a,'W 
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e  biggest  challenge  of  all:  Everest,  from  the 
itherly  side  of  Nepal. 


ing  my  footing  at  the  wrong  time.  Understandably. 

none  of  the  team  would  go  with  me. 

So  I  took  two  Sherpas,  and  with  o^gen  I  reached 


.000  feet,  a  landing  strip  carved  right  out  of  a  ^^'^^^^^^^ou^dVhe  campsite  like  it  was  Disney  World. 


rht  side  up. 

kine-day  hike  to  our  base  camp  at  Khumba  Gla- 

.r  where  our  20,000  pounds  of  equipment  flown  in 

ym  the  U.S.  had  to  be  "yak-packed"  in.  At  ^ase 

„,p  we  joined  the  30  Sherpas  who  would  be  with  us 

r  the  entire  two-and-a-half  month  climb. 

tte  Khambu  Ice  Fall  is  a  huge  mass  of  ice  blocks 

Id  crevasses,  which  can  give  way  unexpectedly  at 

ly  time.  Its  the  place  of  more  deaths-about  20- 

,an  any  other  place  on  Everest.  The  route  required 

ine  days  to  put  in,  fixing  ropes  and  over  40  alumi- 


the  summit  of  Everest.  I'd  be  the  oldest  person  in 
history  to  make  it.  and  making  the  Seven  Summits 
would  be  practically  assured. 

At  4  p  m.,  I  climbed  into  my  tent  as  a  slight  after- 
noon wind  started  to  blow.  It  became  stronger  and 
stronger,  until  it  seemed  to  be  blowing  over  a  hun- 
dred miles  an  hour. 


^(:*«),,^'«^*^*^ 


num  ladders  which  became  our  bridges. 

How  did  I  cross  that  crevasse  two  weeks  later?  I 


I  bribed  my  two  Sherpas  with  a  year  s  wage  each 
day  to  stay  up  there  in  hopes  the  storm  would  stop. 
After  four  days,  our  supplies  and  oxygen  were  run- 
ning down,  and  they  insisted  we  go  back.  I  had  to 
admit  I  didnt  know  what  permanent  effect  that 


teamsll  was  on  the  fourth  and  last  of  them-set  out      n-om  —  ^ ^ ^ 7,  ^^^  ,„  ,be  advanced  stages 
for  the  summit.  _ i„«ri«ation« 


Dick  Bass  and  his  team  were  next.  ax*«  „— j  &>-  j- 
thousand  feet  from  the  summit— so  close— when 


on  the  Everest  summit,  my  dream  for  over  30  years. 
That    slight  afternoon  wind"  ended  up  lasting  sev- 


It  was  my  turn.  1 

because  of  my  lack  of  experience,  my  weak  conditi 
at  high  altitude  and  a  deserved  reputation  for  los- 


.Ty ::=!;;„-;«;;     ^as  .umed ^..c^ b,  the san..  storn,-the  exped.t.o 


on  Everest  was  over. 


KOKMKS 
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me  home  in  early  June,  but  did  not  even  consider 

Sicrappingr  the  whole  Seven  Sununits  adventureT 

even  thoug:h  complete  success  was  now  clearly 

beyond  our  g^asp. 
We  landed  by  ski  plane  on  the  Kahiltna  Glacier.  It 

took  four  round-trips  to  get  all  the  climbers  and 

gear  in.  including  some  new  cohorts— Susan  Butcher 

four-time  winner  of  the  Alaskan  Iditarod ,  and  her 

team  of  eight  huskies.  Susan's  team  went  halfway  up 

the  mountain,  and  she  went  on  with  us  to  the  summit. 

We  endured  more  climbing,  much  of  it  through 

storms,  until  we  stood  on  top,  looking  out  over  the 

Alaskan  range  at  probably  the  most  scenic  view  of  all 

the  seven  climbs. 
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This  climb  was  an  easy  one.  A  chair  lift  to 
11,000  feet  (believe  me.  this  is  the  way  to 
climb  a  mountain).  After  two  days  of  olimatis- 
ing  at   13,000  feet,  we  struck  out  for  the 

summit. 


After  North  America,  it 
was  back  to  Africa  for  me, 
almost  30  years  later. 
The  climb  was  through 
five  different  climatic 
zones.  This  time  up  a  hard- 
er route,  until  at  last,  as 
I  had  30  years  earlier.  I 
stood  at  the  top.  Once 
again,  the  summit  of  Kill- 
manjaro,  this  time  with 
Dick  and  his  son  Danny. 


1H.e>Uau^^^sS]?^0\/nj«'Aila  mi 


Dick  and  I  pranced  by 
the  spot  where  I  had 
keeled  over  from  sheer 
exhaustion  the  year  be- 
fore, reciting  "Gunga 
Din"  in  unison.  At  last,  we 
stood  on  top  of  the  high- 
est mountain  in  Europe, 
gazing  across  the  Cauca- 
sus with  Comrade  Lenin. 
He's  a  permanent  fix- 
ture there,  looking  over 
the  Soviet  Union. 
Lenin  stayed.  We  left. 


"W^.BJUlruj^  l^SSp 


In  some  ways,  this  was  the  toughest  of  them  all. 
Not  the  climb,  but  getting  there. 
No  private  plane  had  even  gotten  near  the  moun- 
tain  located  only  600  miles  from  the  South  Pole.  And 
only  two  parties  had  ever  climbed  the  mountain. 
1  worked  the  phones  for  a  solid  week  (I  thought  I  left 
all  this  behind!)  to  find  the  right  plane  for  an  eight- 
man  expedition,  a  one-of-a-kind  turbo-prop  DC-3 
with  a  third  engine  added  to  the  nose.  It  was  original- 


Six  weeks  just  to  get  special  casualty  insurance  di- 
rectly from  Lloyds  of  London. 

For  $26.000  we  arranged  for  a  fuel  drop  in  the  mid- 
dle of  nowhere,  courtesy  of  the  Chilean  Air  Force.  We 


then  landed  on  the  8.000-foot  ice  pack,  praying  our 
landine  skis  would  not  be  snapped  off  by  the  ice  and 


i  ■  i\*M  n  il'M  I  *i^  ■*  *  l-^-J 


two-ioov-nigt*  »""•"»»•  •""■' 

We  were  as  remote  as  any  place  on  Earth,  2.000 
miles  fi^m  anything  that  could  possibly  be  called 
civilization. 
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We  expected  an  easy  three-  to  four-day  climb,  but  on 
our  first  attempt,  our  climbing  leader  ordered  me  to 
turn  back  when  my  nose  was  frozen  by  the  minus 
25-degree  weather  and  50  m.p.h.  wind. 
I  insisted  Dick  go  on,  so  one  of  us  could  make  it  but  he 
wouldn't.  He  said  that  after  all  the  work  I  had  done  to  get 
us  there,  this  one  was  to  be  done  together  or  not  at  all 
A  second  attempt  was  made  on  Day  10;  again,  driv- 
en back  by  high  winds. 

Finally,  with  supplies  almost  gone,  and  my  becom- 
ing  more  deeply  discouraged,  a  third  attempt. 
I  was  visibly  weakened,  but  another  member  "the 
man  who  skied  down  Everest,  "  Yuichiro  Miur'a,  said 
he  would  take  the  extra  weight.  He  added  it  to  his 
own  heavy  pack,  on  top  of  his  skis,  and  we  climbed  it. 
Just  one  step  from  the  summit  I  slipped  and  rolled 
300  feet  down  the  mountain.  But  finally,  I  was  back  on 
top.  Bass  had  made  it  just  before  me.  Of  all  the 
summits,  this  was  the  best  moment  for  me. 


A  chairlift  ride,  and  then, 

a  two-hour  stroll  to  the 

summit,  where  Luanne 

had  already  walked  in 

and  waited  for  us  with  a 

bottle  of  Champagne. 

Dick  Bass  and  I  toasted 

each  other.  I  wondered 

what  the  heck  I  was  going  to 

do  with  the  rest  of  my  life. 


.^3s!^ 


Frank  Wells  has  returned  to  the  low  altitudes  and  is  president  and  chief  '  ^'^ 

operating  officer  of  the  Walt  Disney  Company. 

Dick  Bass  reached  the  summit  of  Everest  in  April  1985.  At  age  53.  he  became 

the  oldest  person  to  reach  the  top  of  Everest  and  the  first  person  in  history 

to  chmb  all  Seven  Summits.  Bass  had  planned  to  climb  Mt.  Everest  again 

without  oxygen,  but  canceled  the  expedition  due  to  Desert  Storm 


Aconcagua 
S2.834' 
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SPECIAL     ADVERTISING     SUPPLEMENT 


Two  years  before  the  mast  was  how 
young  American  sailors  once  received 
their  training  at  sea.  Today,  two  weeks 
behind  the  wheel-or  reclining  on  the 
foredeck-is  how  captains  of  industry  cel- 
ebrate their  hard-earned  days  of  rest. 
Whether  it  means  broadreaching  across 
the  South  Pacific  or  cruising  secluded 
islands  beyond  a  suburban  horizon,  the 
yachting  lifestyle  is  luring  more  top  execs 
'from  desk  to  dock.  There,  the  modem 
yacht  awaits,  equipped  from  gym  to 
Jacuzzi  with  all  of  the  creature  comforts. 
Follow  the  courses  three  sticcessfrd 
entrepreneurs  have  charted  since  they  set 
out  to  build  the  yachts  of  their  dreams. 


CARL    DAM£ 

CruLfing  Magnifico 

In  Desolation  Sound,  in  the  Pacific 
Northwest,  fir  and  cedar  grow  right 
down  to  the  water's  edge,  and  in  inlets 
like  Princess  Louisa,  water  tumbles  over 
cliflFs  400  feet  high.  Whales,  on  their 
way  from  feeding  grounds  farther 
north,  sound  suddenly,  moving  up 
through  the  deep,  dark  waters  and 
breaking  the  glass-smooth  surface  into 
ripples.  Last  August,  something  else 
sent  waves  through  the  still  waters:  the 
l40-foot-long  hull  of  Carl  Damd's 
Magnifico. 

Aboard  Magnifico,  off  the  remote 
islands  in  northern  Vancouver,  Carl 
and  Dorothy  Dame  and  a  few  friends 


To  travel  the  world  in  <ttyU  i^  what  Carl  DanU  bopca  to  do  with  bit  latcttt  Magnifico,  a 
140-foot  beauty  with  an  a»>b  and  marble  interior  and  eruLfing  range  of  5,000  miU^. 


gather  around  the  bar  in  the  Mediter- 
ranean-style main  saloon  before  dinner. 
A  rose-colored  carpet  stretches  to  the 
variegated  marble  floor  in  the  main 
entry  with  its  marble  columns.  "This  is 
a  very  beautiful  boat,"  says  Damd, 
whose  parents  emigrated  fi-om  Italy  in 
the  early  part  of  the  century  and  whose 
Dame  Construction  Company  has 
become  a  successful  builder  and  devel- 
oper in  the  San  Francisco  area. 

To  create  the  170-ton  Magnifico., 
Dame  found  Dave  Christensen,  former 
head  of  a  real  estate  development  com- 
pany. His  boatyard  in  Vancouver,  Wash, 
builds  large  oceangoing  yachts  in  fiber- 
glass. Working  with  Damd,  who 
designed  much  of  the  interior  and  sp>eci- 
fied  all  the  systems,  Christensen's  yard 
put  in  100,000  man-hours  on  the  boat. 
The  result  is,  according  to  Dam^, 
"Everything  I  always  wanted  in  a  yacht." 

With  a  10,000-gallon  fiiel  tank,  six 
freezers,  two  1 ,800-gallon-per-day 
watermakers  and  full  satellite  commu- 
nications systems,  Magnifico  can  cruise 
for  60  days  without  touching  shore  or 
go  5,000  miles  at  18  to  21  knots.  An 
exercise  room  is  incorporated  in  the  sky 
lounge,  and  fighting  chairs,  bait  tanks 
and  small  outboard  tenders  grace  the 
cockpit  and  upper  decks.  Below,  the 
owner's  and  four  guest  staterooms  all 
have  their  own  baths  with  separate 
quarters  forward  for  the  eight  crew. 

"This  is  a  wonderful  way  to  vaca- 
tion. You  have  everything  with  you  and 
you  never  need  to  pack  and  unpack." 
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says  Dorothy  Dame,  who  did  all  of  the 
cooking  aboard  one  of  the  couple's 
early  yachts,  a  Hatteras  58. 

If  the  Dames  had  another  month, 
Magniftco  might  have  kept  going  north 
to  Alaska.  The  couple  has  headed  up 
there  every  year  for  the  past  14  aboard 
one  of  the  five  yachts  they  have 
owned,  almost  always  with  some  close 
friends  aboard. 

"I  wanted  a  boat  to  cross  oceans," 
says  Carl  Dame.  "She  can  go  anywhere." 
Next  summer,  instead  of  casting  a  line 
into  the  depths  of  Desolation  Sound,  the 
couple  will  be  tying  up  on  the  quays  of 
St.  Tropez.  "This  is  the  boat  I  have 
always  wanted  to  build, "sighs  Dame. 
"She  is  a  wonderful,  wonderful  yacht." 

ROBERT    EN TEN MANN 
Gone  Fufhln' 

Hf-  *■  *r 

Robert  Entenmann  has  been  doing 
some  baking,  not  at  the  New  York  bak- 
ery he,  his  brothers  and  mother  built 
into  a  multimillion-dollar  business,  but 
aboard  his  91'  yacht  Martha  Eas  she 
sails  around  the  world.  "I  made  some 
bread  aboard  and  some  sweet  rolls  that 
turned  out  pretty  well,"  says 
Entenmann,  recently  on  "shore  leave" 
at  his  home  in  Montauk,  N.Y. 

Entenmann  grew  up  minding  the 
ovens  in  Bay  Shore,  Long  Island,  and 
moved  up  to  become  CEO  of  the  com- 
pany before  he  and  his  brothers  sold  it 
in  the  late  '70s.  Since  then,  Enten- 
mann, 63,  has  been  acting  as  a  consul- 
tant to  the  bakery,  but  spends  half  his 
time  sailing  around  the  world.  The  only 
bread  he  bakes  now  is  a  side  dish  to 
accompany  the  tuna  or  wahoo  he 
catches,  cleans  and  grills  on  a  barbecue 
mounted  on  the  stem  of  the  boat. 

Few  days  go  by  at  sea  when  the  lines 
Entenmann  drags  off  the  stern  of 
Martha  £  don't  get  a  nibble  or  a  tug. 
Since  Martha  £left  Florida  nearly  two 
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years  ago,  bound  for  the  Panama  Canal, 
the  Galapagos,  Fiji,  Bali  and  points 
westward,  Entenmann  has,  by  his  own 
estimate,  caught  nearly  every  fish  that 
swims  in  the  sea.  "We  only  keep  aboard 
what  we  can  eat,"  says  Entenmann, 
who  is  usually  the  one  in  the  fighting 
chair  reeling  in  the  catch  as  the  sailboat 
rolls  through  the  waves. 

The  rest  of  the  time  on  the  blue- 
water  passages  is  spent  trimming  the 
sails,  navigating  under  a  sky  fiiU  of  stars 
and  watching  for  the  next  landfall — be 
it  a  deserted  coral  atoll  in  the  Pacific  or 
the  high  cliffs  of  Gibraltar. 

Aboard  the  Martha  E,  Entenmann 
has  found  the  answer  to,  if  not  all,  at 
least  many  of  his  dreams.  The  circum- 
navigation was  originally  planned  as  an 
extended  fishing  trip,  with  a  side  duty 
of  collecting  baking  recipes  and  tech- 
niques from  different  cultures  around 
the  world.  But  Entenmann  also  want- 
ed to  sail.  In  an  unusual  match, 
Windship  Trident  Yachts  of  Tampa, 
Fla.  built  a  sleek,  silent  sailing  sloop 
with  a  fighting  chair  in  the  cockpit 
and  outriggers  for  the  lines. 

Entenmann  only  discovered  his  love  for 
saihng  five  years  ago  when  he  chartered  a 


STAYING  IN  TOUCH  AT  SEA 

The  communications  revolution  is 
raging  full  force  at  sea.  A  yachtsman 
sailing  the  South  Pacific  has  access  to 
almost  all  the  communications  ser- 
vices available  to  a  Manhattan  office, 
including  electronic  mail,  data  trans- 
fer and  direct-dial  phone  service,  24 
hours  a  day.  Although  some  of  these 
fimctions  can  be  performed  using  a 
single  sideb  jid  radio,  and  no  yacht 
leaves  port  without  a  standard  VHF 
radio,  for  most  large  yachts  the  sys- 
tem of  choice  is  satellite  communica- 
tion. Equipped  with  a  terminal, 
antenna  and  a  transmitter/receiver,  a 
yacht  can  communicate  by  satellite, 
via  a  high-powered  land-based  anten- 
na, with  just  about  any  place  in  the 
world.  Since  1976,  when  the  first  sys- 
tem went  on  Hne,  more  than  63 
nations  have  joined  Inmarsat,  the 
international  satellite  communica- 
tions network.  As  new  satellites  are 
launched,  digital  systems  will  replace 
older  analog  ones,  providing  fester 
service  and  improved  quality. 


MERRILL-STEVENS  DRY  DOCK 


When  it's  time  for  repairs  or  maintenance,  yachts 
from  Europe  to  the  Orient  return  to  one  vard  in 
Miami.  Florida's  first  corporation,  Merrill-Stevens 
Dry  Dock  was  founded  in  1885.  Under  the  direction 
of  James  Merrill,  the  company  now  includes  Yacht 
Sales  and  Marino  Products  divisions  and  has  become 
one  of  the  largest  Iull-ser\ice  yards  on  the  East  Coast. 
Craftsmen  who  have  been  at  Merrill-Stevens  for  more 
James  Merrill  still  runs  die  family   than  40  yeats  assute  top  quality  on  every  job — be  it 
business,  Florida's  oldest  and  refitting  the  engines  aboard  Jacques  Cousteau's 
argest     -service >•»  t  yard.         CWy^jo  or  Stretching  a  1 3'>-foot  luxut)' vacht  bv  50 

feet.  From  machining  parts  to  hand-brushing  varnish, 
all  jobs  are  done  on  the  premises  and,  thanks  to  the  in-house  products  division, 
there's  no  waiting  for  parts.  That's  why  the  Merrill-Stevens  motto.  "We  do  it 
right.  On  time,"  keeps  bringing  boats  back. 


Bob  Saxon 
Associates 


Call  for  a  complimentary  copy  of 
"We  Charter  The  World" 


Ie  proudly  present  the  following  yachts  for  your  charter 

lCATION  considerations.  They  represent  but  a  few  of  our  fleet  of  vessels 
iging  from  45' to  175' available  around  the  globe  at  the  international  ports-of-call 

^e  invite  you  to  call  one  of  our  charter  experts  to  explore  the  unimaginable 

(easures  and  rare  privileges  of  chartering  a  luxury  yacht. 


5er- 
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CALLISTA  -  125'  HI-TECH  CUSTOM  -  4  luxuriously  appointed  guest  cabins 
ncluding  two  master  staterooms  -  cruising  the  Caribbean,  Winter  of  '91-92 
md  Mediterranean,  Summer  of  '92  -  currently  enjoying  highly  successful 
led  charter  season  -  crew  of  6  specialize  in  FIVE-STAR  service  on  this 
/ery  popular  vessel. 


DESTINY  -  120'  BROWARD  -  Accommodations  for  10 

guests  in  5  exqusite  staterooms  -  cruising  Bahamas  and 

Caribbean,  Winter  of  '91  -  California/AlasKa,  Summer  of 

'92  -  representing  the  most  successful  luxury  charter  yacht 

in  the  world  -  full  array  of  water  sports  equipment 

available  for  guests. 


JEFFERSON  BEACH  -  163'  CUSTOM  "JET"  MOTORYACHT 

-  Spectacular  6  stateroom  accommodations  for  12  charter 
guests  -  striking  modern  decor  throughout  with 
spectacular  sky-lounge  -  cruising  Caribbean,  Winter  of 
'91-92  and  Mediterranean,  Summer  of  '92  -  crew  of  12 
recognized  as  among  the  finest  in  white  glove  service. 


U 


ENCHANTER  -  147'  FEADSHIP  -  Elegant,  classic  accommodations 

for  8  charter  guests  including  2  master  suites  -  fifth  stateroom 

suitable  for  children  is  available  -  spacious  deck  areas  for  sunning 

and  panoramic  sightseeing  -  a  world-class  yacht  cruising  the 

Bahamas/Caribbean,  Winter  '91-92  -  California/Pacific  Northwest, 

Summer  of  '92  with  service  oriented,  experienced  crew  of  8. 
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WE  CHARTER  THE  WORLD 

1500  Cordova  Road  •  Suite  214  •  Fort  Lauderdale,  Fla.  33316 
Telephone  -  (305)  760-5801  •  Telefax  -  (305)  467-8909 

CREW  PLACEMENT  •  CHARTER  MARKETING  •  YACHT  MANAGEMENT 
"REPRESENTING  THE  LARGEST  FLEET  OF  MANAGEMENT  YACHTS  IN  THE  WORLD' 
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boat  in  the  Caribbean.  "I  found  I  liked  the 
feel  of  a  sailboat — it's  much  more  comfort- 
able in  open  water.  AikI  with  sailing,  I 
found  there  was  something  to  do  besides 
just  going  from  here  to  there." 

The  Martha  Eis  headed  for  the 
Azores  and  is  almost  home  now.  Work- 
ing and  sailing  alternate  months  ("the 
boat  doesn't  sail  without  me  aboard,"  he 
says,  emphaticallyj,  Robert  Entenmann 
has  covered  the  world's  major  fishing 
grounds.  He  has  snorkeled  in  the 
lagoons  of  Bora  Bora  and  sailed  through 


Kntenniann'tt  Martha  E  bott  proven  to  be 
a^  good  a  boat  for  catching  giant  martin 
at»  ithe  i^t  a  mailing  yatht. 

the  straits  of  Gibraltar. 

"When  1  get  home  1'!!  head  up  to 
the  canyons  off  Montauk.  The  power- 
boats will  go  out  overnight,  but  I  can 
stay  out  there  for  a  week  if  I  want,"  he 
chuckles.  Or  two  weeks,  or  three.  For 


BLONDER  MARINE  AND  CHARTER 

Whether  you  are  looking  for  a  yacht  that  would 
make  James  Bond  envious  or  an  elegant  cruiser  thai 
caters  to  royalty,  chances  are  it's  owned,  managed  or 
chartered  by  Blonder  Marine.  Auto  parts  magnate 
Gary  S.  Blonder  started  the  com{>any  20  years  ago 
and  built  himself  a  series  of  yachts,  including  the  153' 
jet-propelled  Parts  VI.  Since  then,  he  has  expanded  to 
offer  his  company's  charter  and  management  expertisej 
to  an  elite  fleet.  With  offices  in  Hawaii,  Florida  and 
New  England,  BMC  charter^  its  yachts  around  the 
world.  Blonder  Marine  and  Charter  also  offers  super- 
vision at  every  stage  of  yacht  ownership,  from  the  initial  construction  to  educat- 
ing the  crew  to  meet  four-star  standards.  "As  an  owner  of  a  yacht,  I  know  wliat 
clients  exp>ect,"  says  Blonder,  "and  that's  impeccable  service." 


Gary  Blonder,  captain  of  an 
dite  fleet  of  charter  yadm. 


this  sailor,  there's  no  hurry. 

ROBERT   WEISS 
The  Biuine^ffi  of  Pleasure 

♦  ♦  ♦ 
Robert  Weiss  is  finding  it  harder 

and  harder  to  separate  business  and 

pleasure.  Business  is  Metroplex 

Communications  in  Cleveland,  Ohio, 

the  13-station  radio  group  that  he  and 

partner  Norman  Wain  founded  in 


1964.  Pleasure  for  Weiss  is  the  time  hei 
and  his  wife  Lee  can  find  to  sp>end 
aboard  their  120'  Broward  motor 
yacht,  cruising  deserted  cays  in  the 
Abacos  in  the  winter  or  nosing  into 
Great  Salt  Pond  on  Block  Island,  R.  I. 
in  the  summer. 

Destiny,  the  fifteenth  yacht  Weiss  has 
owned  in  the  past  30  years,  has  become 
business  as  well.  When  he  is  not  using 
the  boat  for  himself,  friends  or  clients. 


CARLE  &  CARLE 

There  are  few  yachts  that  Jeffrey  Beneville  can't  han- 
dle— either  as  a  yachtsman  or  a  marine  insurance  bro- 
ker. When  Dennis  Conner  needed  a  crew  for  the  1992 
America's  Cup,  he  called  Beneville,  and  when  a  136' 
sloop  built  for  the  1934  America's  Cup  needed  cover- 
age, the  phone  rang  at  Carle  &  Carle.  As  manager  of 
the  Yacht  Insurance  Division  of  Carle  &  Carle,  JcfF 
Beneville  furthers  a  tradition  begun  by  his  great-grand- 
father, Leslie  Ward  Carle,  in  1914.  Jeffs  father, 
Wallace  Beneville,  an  executive  in  the  insurance  indus- 
try for  35  years,  remains  president  and  CEO  of  the 
firm.  Jeff  and  his  brother  Tom  also  own  a  fiill-scrvicc  boatyard  on  the  Hudson 
River.  The  insurance  division  structures  coverage  for  everything  from  small  spon- 
fishing  boats  to  $  1 0  million  yachts,  corporate  chancr  vessels  and  New  York's 
North  Cove  Yacht  Harbor.  Carle  &  Carle's  success  is  no  accident:  Yachtsmen 
trust  Beneville  with  their  coverage  because  he's  a  yachtsman  himself 


Wallace  and  Jeffrey  Benevi 
continue  the  family  tradition. 


IMSAHC-Unk: 
Selling  the  Stondord 
In  Global  Messoging 
Services  lor 
Pleasure  CrofL 


With  COMSAT'S  new  C-Link'"  service, 
pleasure  craft  operators  can  avail  themselves 
of  reliable,  cost-effective,  two-way  satellite 
messaging  services. 

Navigational,  safety  and  weather  reports, 
electronic  mail,  news  and  information 
services — are  all  accessible  to  COMSAT's 
C-Link  customers  using  PC's  and  easy-to-use 
software. 

COMSAT'S  C-Link  satellite  communica- 
tions service  is  available  only  through 
COMSAT'S  coast  earth  stations.  It  utilizes 
small,  inexpensive,  commercially  available 
Inmarsat-C  satellite  terminals. 

C-Link  offers  true  global  communications 
access,  24  hours  a  day,  and  lets  you  stay  in 


constant  touch  with  home,  office,  marine 
suppliers  and  safety  authorities  while 
enjoying  life  at  sea. 

(f  I  COMSAT. 

Maritime  Services 

Communications  Satellite  Corporation 

950  LEnbnt  Plaza,  SW. 
Washington,  DC  20024 

Telex  197800 

Facsinnile  1  -202-488-3814 

Telephone  1-202-863-6567 

Toll  Free:  1  -800-424-91 52  (USA  Only) 


I'll 
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Carle  &  Carle 


INCORPORATED 


The  Marine 

Insurance 

Source 


Insuring  the  finest 
yachts  since 


Contact: 

J^ffi^^  T.  Beneville 

Vice  President 


560  Sylvan  Avenue,  Englewood  Cliffs,  NJ  07632 

Tel.  (201)  568-  5010  /  (212)  227-5010 

FAX  (201)  568-3414 


Weiss  charters  her  out  for  $45,000  a 
weelc.  With  22  weeics  booked  last  year, 
Destiny  has  become  one  of  the  most  suc- 
cessful yachts  in  the  charter  trade. 

"My  wife  Lee  and  I  try  to  squeeze  in 
a  little  time  aboard  between  the  charters 
now,"  says  Weiss,  who  has  owned  and 
piloted  boats  for  much  of  his  life. 
"There  is  nothing  better  than  stepping 
aboard  after  some  long  weeks  at  work. 
It's  like  being  able  to  move  a  vacation 
home  from  Palm  Beach  to  Havana."  At 
the  moment,  Weiss'  favorite  route  is  to 
start  from  Boston  and  meander  up  the 
bays  and  inlets  of  the  New  England 
coast  to  Maine. 

Even  alone  at  anchor  in  a  rock- 
rimmed  inlet,  the  work  doesn't  stop. 
"Part  of  the  fun  I  have  with  Destiny  \s 
running  her  as  a  business,"  says  Weiss. 
"I  spend  most  of  my  time  aboard  going 
over  the  systems  with  the  captain,  dis- 
cussing new  ways  of  marketing,  what 
new  gadgets  to  buy,  how  to  make  her  a 
little  more  luxurious." 

The  jet  skis,  small  sailing  boats, 
snorkel  equipment  and  other  pleasure 
paraphernalia  are  used  primarily  by 
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Equipped  with  all  the  toyd—from  tfatelUte  comniunicatioruf  to  jet  dkia—Dedtiny  ba^ 
become  a  queen  in  the  charter  fleet,  a  plea^ture  palace  that  can  cruL»e  at  15  knot*. 


guests.  The  satellite  phone  system,  fax  and 
on-board  computer  (all  set  up  in  an  on- 
board office)  are  Weiss'  toys  of  choice — 
and  often  the  charter  guests'  as  well. 

Weiss  didn't  get  into  the  chartering 
business  by  accident.  A  yachtsman  from 
early  on,  Weiss  moved  into  larger 
yachts  when  he  bought  a  65-foot 
Pacemaker  poweryacht  in  1 970,  then  a 
68-foot  Chris  Craft  and  then  on  up, 


every  few  years. 

"I  decided  that  smaller  boats  were 
too  much  like  camping.  You  can  spend 
an  afternoon  on  one  and  that's  great,  but 
I  wanted  something  that  I  could  live 
aboard  and  entertain  on,"  he  says.  With 
the  move  up  in  size,  Weiss  found  that  he 
needed  a  fiill-time  crew  to  maintain  the 
yacht  and  help  him  handle  her.  As  crew 
and  maintenance  expenses  began  to  run 


BOB  SAXON  &  ASSOCIATES 


No  matter  what  you  want  from  a  yacht — whether  it's 
the  renirn  it  can  offer  as  a  charter  vessel  or  simply  the 
pleasures  of  private  ownership — you  can  get  more  out  of 
it  by  using  a  professional  manager.  For  more  than  ten 
years  Bob  Saxon  has  been  managing  large  )'achts  and 
caring  for  the  details  that  allow  an  owTier  or  charter  guest 
to  enjoy  them.  At  Bob  Saxon  &  Associates  he  has  assem- 
bled a  team  of  the  finest  professionals  in  the  field.  They 
can  assure  an  owner  the  comfort  of  knowing  his  yacht  is 
being  run  as  well  as  his  business.  BSAs  services  range 
from  an  aggressive  program  of  chaner  marketing  and 
promotion  to  complete  operational  assistance,  including 
crew  placement,  bookkeeping,  payroll,  budget  and  refit  supervision.  .As  manager  of  v 
the  largest  fleet  of  private  and  charter  vessels  in  the  industr\'.  E^SA  makes  \-achts 
available  for  chaner  all  over  the  U.S.  and  the  Bahamas.  Mediterranean  and 
Caribbean,  the  South  Pacific,  japan  and  even  Southeast  Asia. 


Bob  Saxon  has  put  together  a 
team  of  yacht  management 
experts. 
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:OVERAGE  AT  SEA 

No  yacht  should  ever  leave  the  har- 
3r  without  life  jackets  for  everyone 
and  a  solid  insurance  pwlicy. 
•inding  life  jackets  is  the  easy  part. 

;  a  policy  tailored  to  your  yacht 
land  the  way  you  use  it  demands  the 
services  of  an  expert.  When  looking  for 
a  broker  or  an  insurance  company, 
I  keep  the  following  in  mind: 

•Make  sure  your  yacht  is  covered 
for  all  possible  uses — including 
chanering  and  long-distance 
voyaging. 

•Make  sure  your  carrier  will  cover 
you  for  the  areas  you  plan  to  sail  in. 


•Make  sure  engines  and  machinery 
are  covered. 

If  you  keep  your  yacht  in  the 
north,  ask  your  company  about  its 
policy  on  damage  caused  by  ice  or 
freezing.  Look  for  an  all-risk  policy 
that  makes  payment  on  the  yacht's 
agreed-on  value  (not  the  actual 
cash  value,  which  can  easily  depre- 
ciate). Finally,  choose  a  company 
with  an  established  reputation  in 
the  marine  field,  a  good  surveyor 
network  and  a  high  company  rat- 
ing. And  don't  ever  forget  the  life 
jackets. 


into  six-digit  figures,  it  made  sense  to 
offset  the  costs  by  chartering  the  boat 
Iwhen  she  was  not  in  use. 

*  Weiss  is  in  the  building  stage  again. 
I  At  Broward's  Florida  yard,  plans  have 
I  been  drawn  for  a  new  135-foot  Destiny 
that  Weiss  promises  will  have  the  "lat- 
est of  everything."  It  will  take  time  to 
build,  but  in  the  meantime,  Weiss  has 
plenty  of  things  yet  to  do  with  the  pre- 
sent Destiny.  This  fall  there's  the  golf 


trip  he  has  planned  as  a  chaner  excur- 
sion. For  winter  there's  the  idea  of  mov- 
ing Destiny  to  the  Pacific  to  be  in  San 
Diego  for  the  America's  Cup  next 
spring,  then  Alaska  for  the  summer. 

Weiss'  mind  keeps  working.  "I  don't 
even  think  of  this  as  boating  any  more. 
It's  a  just  a  different  way  to  vacation." 

Written  by  Lisa  Gosselin,  Senior  Editor, 

Yachting  Magazine. 

Design:  Lee  Ann  Jaffee  Design  Assoc., Inc. 
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COMSAT  MARINE  SERVICES 

Today  yachts  at  sea  can  make  phone  calls,  receive 
faxes,  transfer  computer  data  and  even  get  the  latest 
sports  scores  and  stock  market  rep>orts,  thanks  to 
COMSAT.  The  largest  user  of  the  Inmarsat  satellite 
network,  COMSAT  links  a  ship's  satellite  commu- 
■•^  .'^  nications  terminal,  satellites  and  the  COMSAT 
-?  ■  Earth  Station.  Recently,  COMSAT  expanded  its 
coverage  to  become  the  only  Inmarsat  provider  to 
L.ing  COMSAT  technology,  ^^^  ^  scoficc  in  occans  around  the  world, 
yichtjmen  can  phone,  fax  or  Another  innovation  that  will  app>ear  in  late  1991  is 
.eiex  a„v,*e«  in  (he  workL         ^^  introduction  of  COMSAT  C-Link.  Ideal  for 

smaller  yachts,  C-Link  offers  two-way  message  com- 
munications using  a  small,  affordable  Inmarsat  C  sateUite  terminal.  No  mat- 
ter what  ocean  your  yacht  may  sail,  thanks  to  COMSAT  you  will  never  be 
out  of  touch. 


Blonder  Marine  ^Tharter 
is  Proyfl  to  Have  be«n  Host 
to  sonw'of  Thy  World's*  R|ost 
Exciting^eopfe  ...  *         *  , 

From  worid  famous  celebrities 
(even  a  Princess  or  two)  t(»  %    , 
some  of  the  world's  most  power 
ful  andinfluenlial  peopje  .  .  . 
Blondt^  Marine  &  Charier  caters 
tolhetlite!  '^ " 

\   Vou  wiji  be  pampered  Iw^ 

J.^yvaltv  on  "Our  Fleet  o^oatinij 
/  ^  ^Mar  Hotels  ■    'with  (.ourfiiet  " 
.    \D\vH  and  World  Claps  Cre^s  • 
''  fr-   aH  created  to  fulfill  your 
jeveryl-'antasy!        /       '•    '   \, 
l.^t  us  anahge  a  charMr  ^  you 
. ,  ()n  these  or  any  ofour'otlir 
^.  Fabulous  Yachts  and -well  plan    i 
ihf  mosl  mcrfmhli'  honitaVof   ' 
,>  a  litVtirtie"' 


ktctigfiiztJ  Htirldiiidi    b  .1  icadtr 
In  ItiMin  I  harlir  )acht  Bruftrraf(r 


FAX  (203)  561  5305' 

l.rl  as  arraiifr  your  4ir  Karr 
and  nlhrr  arroaMM4al>4iii> 
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Complete  Marine  Services, 

With  Undercover  Dockage  For  Yachts  To  251 


With  two  yards  in  South 
Florida,  Merrill-Stevens 
handles  everything  from  mega 
yachts  to  the  smallest  of 
tenders.  And  we  do  it  with  all 
talent  and  expertise  for  which 
this  105  year-old,  full  service 
marine  firm  is  noted. 

Your  yachting  investment 
deserves  Merrill  Stevens  caliber 
workmanship.  To  assure  your 
enjoyment  of  your  yacht.  To 
assure  it  will  maintain  the  oper- 
ating schedule  you  plan.  And 
protect  your  resale  value. 

For  full-service  marine 
maintenance  and  repair,  for 
Aqua  System  reverse  osmosis 
water  makers  and  Vosper 
Thoniycroft  stabilizers,  for 
world-wide  yacht  brokerage 
and  charter  capabilities, 
and  for  expert  yacht  construc- 
tion counsel.  Contact 
Jim  Merrill  or  Fred  Kirtland. 

We'll  do  it  right. 
We'll  do  it  on  time. 
And  we'll  enhance  the 
return  you  receive  on 
your  yachting  investments. 

Merrill-Stevens  ^ 

Dry  Dock  \r' 

1270  N.W.Uth  Street 
Miami,  Florida  33 125 

Tel:  305-324-52 11 
Telex:  5 1-9596 

Gable:  "Merrillco" 

Fax:305-326-8911 


W  OF  THE  T 


1911:  Cromby  Bros.  &  Brummel  B-1  Eudoxia 


History's  first  executive  aira:aft  was 
purpose-built  in  1911  to  ferry  the 
Chairman  and  the  Board  of  Governors  of 
the  London  &  Irriwaddy  Railroad  Com- 
pany Ltd.,  who  eschewed  traveling  by 
motorcar  or  other  rail  systems,  to  Ascot 
Race  Day  from  the  City.  With  its  fifteen- 
foot  ceiling,  the  Eudoxia  set  and  to  this 
day  retains  the  all-time  record  for  cabin 
spaciousness  aloft;  and  from  crystal  chan- 


delier to  damask  drapes  to  shaded  front 
verandah,  its  sheer  plush  must  have 
equaled  anything  ever  sent  airborne.  But 
sic  transit  pomp:  conked  by  an  errant 
Dom  Perignon  bottle  flung  from  the  cabin 
as  the  Eudoxia's  happy  complement  voy- 
aged Ascotward  through  the  empyrean, 
the  woozy  pilot  struggled  to  keep  con- 
trol and  lost  The  Leviathan  of  the  air 
fetched  up  moments  later  with  a  sick- 


ening crunch  amid  Lady  Lambeth's  annu- 
al garden  party  on  the  Great  Lawn  at 
Plunderwell.  That  the  flora  cushioned 
the  impact  and  left  the  Chairman  and 
Board  of  Governors  unscathed  did  not  go 
unremarked— or  unrewarded.  On  the 
grounds  of  what  is  today  FtunderweD  Botait- 
ical  Park  can  be  espied  a  certain  hot- 
house, of  Edwardian  mien,  with  fifteen- 
foot  ceilings,  perpetually  endowed. 
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1928:  SIrumpf  DZ-X  Trilev 


It  was  the  Prussian  Imperial  Bank  that 
commissioned  Strumpf  Fluggesellschaft 
GmbH  to  constnict  the  world's  first  three- 
story  aircraft.  Graceless  to  behold,  grant- 
ed, bnt  Strumpf  s  triple-engined  triple-deck- 
er Director's  penthouse  atop,  senior  offi- 
cers' mezzanine  below  and  clerks'  quar- 
ters below  that— superbly  complemented 
a  corporate  style  so  firmly  hierarchical 


that  no  one  in  the  Bank's  Berlin  head- 
quarters building  was  permitted  to  sit 
until  a  gong  had  announced  the  Direc- 
tor's arrival  at  his  desk  each  morning. 
The  pilot  manual  was  exacting:  "Clouds 
must  appear  on  the  port  side  only,"  stat- 
ed Rule  452-A.  But  firom  all  reports  the 
Strumpf  DZ-X  was  pleasant  to  fly  and 
to  fly  iiv-particularly  for  the  Director,  who 


ascended  to  his  penthouse  via  the  first 
elevator  ever  installed  in  a  passenger  air- 
plane, and  who  could  summon  fresh 
cigars  via  pneumatic  tube  from  a  humi- 
dor in  the  cargo  hold.  The  Imperial 
Bank's  1930  faihire,  alas,  prematurely  ended 
the  career  of  the  DZ-X.  It  was  returned 
to  Strumpf,  disassembled,  and  converted 
into  three  single-engined  aircraft 


Tokyo's  Happy  Snake  Candy  Compa- 
ny converted  a  former  K3  mihtary 
observation  plane  into  eastern  Asia's  first 
executive  transport  aircraft-of  sorts.  Its 
only  passengers  were  Happy  Snake  sales 
personnel  who  had  failed  to  meet  month- 
ly quotas;  and  far  from  lounging  in  air- 


1934:  Tanaka  K3-C 

borne  oomfDit,  Tanaka  lideis  were  left  exposed 
to  the  elements  as  they  faced  rearward 
and  absorbed  the  morale-buiMing  speech- 
es of  the  Naka-Oh  CloDy  Encourager"),  whik 
the  pilot  provided  reinforcement  with  dar- 
ing aerobatics  at  key  phrases.  "The  lack 
of  seatbelts,"  one  passenger  later  recalled. 


"gave  us  harmony  with  the  fine  goals  of 
Happy  Snake  in  a  true  way."  Happy 
Snake's  switch  fi^m  candymaking  to  ship- 
buikling  later  in  the  1930s  would  end  the 
career  of  the  K3-C,  but  as  nautical  bufiEs 
will  recall  wouW  launch  that  of  the  V- 
Class  submersible  skifL 
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1931:  Blackslone  B3  Crusader 


Ehe  Naido  family  of  Cicero,  Illinois, 
virtually  ruled  metropolitan  Chicago's 
delivery  industry  from  the  mid- 1920s 
,  1933.  By  1931,  even  fast  cars  and  fast 
bats  weren't  fast  enough;  it  was  indeed 
|a  stroke  of  hick,"  as  paterfamitias  Vespuc- 
io  Nardo  explained  to  a  Senate  commit- 
ee  shortly  afterward,  that  an  unmanned 
flackstone  B3  Crusader  bomber,  with  its 


registration  numbers  painted  over  and  afl 
serial  numbers  ffled  off,  had  landed  in  his 
nephew  Rocco's  backyard  one  day.  Con- 
verted to  America's  first,  largest  and  only 
seven-ton,  twin-engined  floral  detivery  air- 
oaft,  the  ex-Crusader,  in  its  distinctive  black 
hvery,  was  to  prove  an  invaluable  tool  in 
enforcing  the  Nardos*  trade  dominance.  Mys- 
tery still  surrounds  its  tragic  January  1933 


demise  and  that  of  the  entire  Nardo  clan 
while  on  a  routine  flower  drop  over  a  faner- 
al  in  suburban  CahmieL  Could  a  Black- 
stone  in  flight  really  be  mistaken  for  a 
"very  large  duck"?  And  if  the  24  mourn- 
ers found  carrying  Thompson  submachine 
guns  /ea^  meant  to  go  hunting  after  the 
ceremonies,  why,  to  a  man,  were  they  shod 
in  wing  tips  and  spats? 


Y 
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1936:  Lomp  N.V.  "Flying  Truce 


Dutch  business  aviation  has  produced 
no  more  singular  aircraft  than  the 
"Flying  Truce,"  which  roDed  out  of  the 
Lomp  works  and  straight  into  the  annals 
of  contumely.  The  fauh  lay  not  in  the  Lomp 
but  in  the  bitter  internecine  feuding  that 
had  riven  HoEaid's  prominent  van  der  Twink 
family  and  the  affairs  of  its  vast  flannel 
empire  for  generations-and  which  now 


extended  to  the  desip  and  configuration 
of  the  one  executive  aircraft  the  board's 
bylaws  allowed.  Accommodated  in  exact- 
ly identical  fiiselages  separated  by  a  pflot's 
nacelle,  the  family's  two  warring  factions 
were  no  more  airborne  on  the  Flying 
Trace's  maiden  ffight  than  each  began  angri- 
ly countermanding  the  other's  ordere  to 
the  pilot  The  intercom  screeched  and 


crackled.  The  Flying  Truce  weaved  and 
zigged  and  zagged  in  response,  from  Zand- 
voort  to  the  Zuider  Zee  and  back  again. 
Subsequently,  van  der  Twink  heirs  who 
saw  the  pilot's  bailout  somewhere  over 
Leeuwarden  as  dereliction  of  duty  were 
stalemated  by  the  equal  number  of  heirs 
who  proposed  him  for  the  Medal  of  Orange, 
with  Gouda  chisters. 


1937:  Feeney-Beebe  AquaMoguI  Mk  I 


The  world's  smallest  flying  boat  was 
custom-built  to  fly  flamboyant  Hol- 
lywood producer  D.D.  Damascus  Jr.  in  and 
out  of  the  worid's  largest  swimming  pool, 
completed  the  previous  year  at  his  Brent- 
wood estate,  The  Grosses.  A  pure  commuter 
aircraft-it  could  handle  a  passenger  load 
of  DJ).  Damascus  Jr,  period-the  AquaMoguI 
took  a  mere  12  minutes  to  ferry  its  occu- 
pant from  home  to  studio,  where  it  land- 


ed fii^  in  a  tank  buih  to  duphcate  die 
Caribbean  for  Damascus's  1937  production 
Make  Mine  MamcaDxK  then  in  another  tank 
buift  to  duphcate  die  Mediterranean  in  Dam- 
ascus's 1938  production  Make  Mine  Mawc- 
co,  then  yet  another  tank  built  to  dupli- 
cate the  Indian  Ocean  in  Damascus's  1939 
production  Make  Mine  Mandalay.  Then 
came  World  War  II  and  the  end  of  the 
frothy  Make  Mine  series,  foUowed  m  short 


order  by  the  useful  end  of  water  tanks. 
of  DJ).  Damascus  Jr,  and  of  the  AquaMoguI 
Mk  I.  Quiz  for  the  sharp-eyed  cineaste: 
describe  the  "rocket  plane"  that  dives 
into  the  giant  prehistoric  hamster's  ear 
in  the  1952  Togyo  Films  release,  Moon 
Men  of  Mars,  s 


Rkl  CK  \\iX^.\U.  is  tke  autkor  of  Ziivw 
Aftcmcxins.  ftuNisMer/h  A/fm/A.  Knof); 
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phone  numbers,  important 
dates,  your  schedule,  memos 
and  more.  You  don't  need  to 
enter  DOS  commands. 
)ust  touch  any  function  key 
and  the  Wizard  displays  the 
information  you  want. 

EASY  TO  EXPAND. 

insert  any  optional 
Wizard  software  card  for 


Lmki 
With 
PCs 


easy  access  to  more  power 

The  Wizard's  patented    ^^^£-»^^        .     -       ,,.,       ,, 

,ouch.screen,urns        IL^U    f„S^^    t'cl 


cable,  you  can  load  files  from  your  PC 
into  your  Wizard ,  or  download  work 
done  on  your  Wizard  to  your  PC. 

EASY  TO  COMMUNICATE. 

An  Organizer  Fax/Modem  gives  you 
the  power  to  send  a  fax  directly  from 
your  Wizard.  Or,  connect  with 
on-line  services  to  send  and 
receive  data  over  direct  phone 
lines  and  even  from  a  cellular 
phone.  To  learn  how  easy  it 
is  to  organize  your  business 


each  card  into  a  custo-   J*^--—    '-^"^-^lijT'A^rt"' 
mized  keypad.  Choose  from  call  1-416-890-2100.  And  ask  tor  the 


The  Wizard '  OZ-8000  has  all  the  power 
you  need  to  stay  on  time,  on  track  and 
in  control.  Eleven  built-in  functions 
and  a  raised  typewriter  keyboard 
make  it  easy  to  store,  retrieve  and  sort 


reference,  business,  entertain- 
ment, telecommunications  and 
memory  expansion  cards  that  are  as 
easy  to  use  as  the  Wizard  itself. 

EASY  TO  EXCHANGE  DATA 

With  the  optional  Organizer-Link  and 


dealer  nearest  you. 


FROM  SHARP  MINDS     , 
COME  SHARP  PRODUCTS 


©  1991  Sharp  Electrontcs  Ccxporation 


*iJJJ»TH  ANNUAL  NORTH  AMERICAN 

>WllGE  BENTLET 
MEET 


May    19-24,  1991 
Wilburton  Inn 
Manchester.  Vermo 
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Pwhably  the  most  sought-after,  and  regarded  as  the 
hest-driving  model  of  the  vintage  Hentleys,  this 
y  Speed  Six,  has  a  6^2- liter  engine  under  the  hood. 
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HELL 
BENT 

for 

BENTLEYS 


^hat  is  the  highest  tribute  one  can  pay 

a  noble,  inspired,  half -million- dollar  classic  automobile? 

Simple,  old  boy,  drive  the  bloody  thing. 


By  David  E.  Davis  Jr 


The  annual  gathering  of  the  Bentley  Drivers 
Club  in  New  England  is  a  celebration  of 
obsession,  and  there's  much  to  be  said  for  that. 
One  might  speculate  whether  a  society  is 
interesting  or  boring  depending  on  the  per- 
centage of  truly  obsessive  individuals  it  con- 
tains. In  the  Bentley  Drivers  Club,  the  obses- 
sion quotient  is  at  near-saturation  levels,  and 
the  result  is  a  small  group  of  people  who  have 
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enough  fun  for  all  the  rest  of  us  put  together. 

Like  all  car  clubs,  the  Bentley  Drivers  meet  to 
celebrate  the  virtues  and  idiosyncrasies  of  their  cars, 
to  exchange  information  and  to  participate  in  the 
activities  for  which  their  cars  were  designed.  But 
while  many  car  club  members  and  officers  approach 
the  activity  with  all  the  dash  and  verve  of  dyspeptic 
rent-a-cops,  fun  with  cars  is  the  alpha  and  omega  of 
the  vintage  Bentley  clan. 

In  the  end,  what  truly  sets  the  Bentley  Drivers 
Club  off  is  this:  they  t/rive  their  cars.  With  enthusi- 
asm. 

This  might  not  seem  especially  remarkable  until 
you  consider  this  fact:  a  W.O.  Bentley  can  range  in 
value  from  around  $150,000  to  as  much  as  $1  million. 
People  who  own  other  kinds  of  cars  of  equal  value 
tend  to  take  awfully  good  care  of  them.  Indeed,  it  can 
be  fairly  said  that  they  pamper  them;  not  allowing 
them  to  get  dirty,  never  driving  them  further  than  is 
absolutely  necessary,  and  certainly  avoiding  gravel 
roads  and  long  drives  in  foul  weather. 

Vintage  Bentley  drivers  don't  see  it  that  way. 
These  are  cars,  they  reason.  Cars  that  were,  after  all, 
designed  and  built  to  be  driven  hard  and  fast.  So  .  .  . 
why  not  drive  them  hard  and  fast.-*  This  year's  annual 
gathering,  in  Manchester,  Vt.,  saw  four  days  of 
cheerful  thrashing  of  priceless  old  crocks  through  the 
sunlit  hills  and  postcard  villages  of  Vermont  and 
upstate  New  York,  and  included  hill  climbs  and  road 
rallies,  often  on  long  stretches  of  gravel  road. 

Cars  did  break  down.  But  it  was  not  occasion  for 
mourning.    Indeed,   a   blown   engine   or   a   broken 


magneto  which  may  have  caused  some  pain  to  the 
car's  owner  was  the  occasion  of  a  great  outpouring  of 
community  spirit  among  the  other  Bentley  drivers. 
Aha!  A  mechanical  problem!  We  can  help! 

Cars  slowed  to  a  stop,  drivers  and  passengers 
leaped  out,  tools  appeared,and  old  stones  of  I  ^a^  one 
break  just  like  this  six  years  ago  were  told  and  retold. 

To  the  onlooker,  it  seemed  odd  indeed  that  some 
awful  mechanical  catastrophe  could  befall  a  priceless 
automotive  artifact  and  be  the  occasion  of  so  much 
apparentyo}'. 

This  seems  to  come  with  the  car.  As  owners  of  dogs 
begin  to  resemble  their  favorite  breed,  Bentley  own- 
ers and  drivers  embody  the  spirit  of  the  car  and  its 
short  but  lively  history. 

W.O.  Bentley  seems  to  have  been  an  extremely 
decent  Englishman  without  the  foggiest  notion  of 
how  to  run  a  business.  But  he  did  have  one  great 
idea — a  vision  of  a  rather  expensive  car  with  perfor- 
mance, ride  and  roadholding  superior  to  anything  in 
Britain  at  the  time.  To  this  end,  he  created  a  wonder- 
ful four-cylinder,  three-liter  engine,  using  the  same 
multi-valve  technology  that  has  captured  the  hearts 
and  minds  of  today's  automobile  manufacturers. 
These  engine-powered  cars  were  large  and  heav> 
and,  in  the  case  of  the  sedans,  quite  obsolete  in 
appearance. 

The  company  might  not  have  lasted  even  as  long  as 
it  did  (1919-1931)  had  it  relied  on  these  sedans  alone. 
Fortunately,  there  were  the  sports  models,  the  classic 
being  an  open  four-seater  with  a  fabric  body  from  a 
British  firm  called  Vanden  Plas.  This  verv  flexible 


Life  iti  the  Bentley  lane:  Paul  and  Harhara  Sydloi^^ski  trlax  on  the  running  boartl  of  their  I'^J.i  .^-litrr  Speed  Model. 
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Eternal  beauty. 


Designing  a  beautiful  watch  is  a  challenge. 
Creating  a  watch  whose  beauty  will  last  unblem- 
ished year  after  year  seems  impossible. 

Presenting  the  impossible:  La  Coupole  'Ceramique.' 

This  unique  sapphire  and  high-tech  ceramic  watch 
is  more  comfortable  than  any  you've  ever  worn. 

Made  by  Swiss  craftsmen,  with  a  precision  quartz 
movement  in  a  water-resistant  case,  La  Coupole 
'Ceramique'  sets  a  new  standard  for  the  fusion  of 
technology  and  design.  For  men  and  women. 


yi  Mifttmrmrld 


The  dome-like  scratchproof  sapphire  crystal  is 
bonded  to  a  case  arid  bracelet  of  scratchproof 
high-tech  ceramics  (similar  to  those  used  in 
spacecraft). 
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Whitman  Ball  at  the  wheel  of  his  1924  3 -liter  Tourer. 

frame,  attached  at  each  of  the  corners  to  quite  rigid 
suspension  components,  was  the  secret  of  the  Bent- 
ley's  superior  roadhandHng.  The  fabric  bodies  had 


he  could  wait  no  longer.  He  bundled  his 
passengers  into  his  open  Bentley  and  set 
off  down  the  soaked  road  at  intemperate 
speed.  He  misjudged  a  hairpin  turn  not  far 
from  Ruger's  home,  and  his  wonderful 
Bentley  left  the  road,  leaped  the  ditch  and 
finally  came  to  rest  in  a  creek. 

Other  Bentleys  arrived.  The  car  was 
dragged  back  to  the  pavement  and  set  off 
again,  though  with  one  of  Dickinson's 
passengers  now  at  the  wheel  since  he  was 
a  little  shaken  by  the  incident.  He  was  94 
at  the  time. 

This  year,  at  101,  Everett  Dickinson 
was  driven  by  a  friend  from  his  home  in 
Massachusetts  to  the  Vermont  gathering 
in  his  old  Bentley.  He  would  offer  rides  to 
his  dinner  companions  and  then  demon- 
strate that  he  is  still  the  master  of  his  very 
demanding  car.  In  recognition  of  his  zest, 
his  fellow  Bentley  drivers  created  a  tro- 
phy in  his  name,  which  is  to  be  awarded  annually  to 
the  driver  who  best  exemplifies  the  Bentley  spirit. 

This  year's  winner  was  John  Schieffelin,  55,  who 
owns  a  delicious  1926  three-liter  short-chassis  speed 


the  additional  advantage  of  being  lightweight. 

Bentley,  a  brilliant  racing  manager,  directed  his      model  and  drives  it  everywhere,  including  in  vintage 


team  to  a  string  of  victories  in  the  24 
Hours  of  Le  Mans.  In  addition  to  pro- 
viding invaluable  advertising,  those 
victories  made  Bentley's  cars  the  dar- 
lings of  London's  between-the-wars 
smart  set.  The  wealthy  adventurers 
who  drove  the  Bentleys  at  Le  Mans 
were  known  affectionately  as  "the 
Bentley  Boys,"  and  the  corner  of  Lon- 
don's Grosvenor  Square,  where  the 
U.S.  embassy  now  stands,  was  in  those 
days  called  "Bentley  Corner,"  because 
two  of  the  Bentley  Boys  had  adjoining 
townhouses  there,  and  the  street  was 
usually  thronged  with  double-parked 
Bentleys.  The  Bentley  Boys  parried  as 
hard  as  they  drove,  and  their  carefree, 
rakchell  spirit  still  thrives  in  Bentley 
clubs  around  the  world. 

That  spirit  certainly  survives  in  the 
star  of  this  year's  gathering  in  Vermont, 
a  man  named  Everett  Dickinson,  the 
owner  of  a  1924  Vanden  Plas  sports  tourer  with  the 
proper  well-used,  much-driven  look.  Several  years 
ago,  the  annual  tour  stopped  for  lunch  at  the  New 
England  home  of  industrialist  and  Bentley  owner 
William  B.  Ruger  Sr.  During  lunch,  the  area  was 
drowned  in  a  rainstorm  of  nearly  biblical  proportions. 
As  time  wore  on,  Dickinson  grew  fidgety  and.  finally. 


car  races.  I  rode  with 
him,  and  the  deft 
smoothness  of  his 
technique  at  that  old 
car's  wheel  is  worth  an 
award  all  by  itself. 

Schieffelin,  who 
sold  a  successful  mo- 
torcycle dealership 
some  years  ago  to  be- 
come a  househus- 
band.  certainly  up- 
holds the  Bentley  tra- 
dition of  colorful 
driver/owners. 

Last  year  he  com- 
pleted the  New  ^ork 
Marathon      (for      the 
fifth  year  in  a  row),  as 
did     his     79-year-oId 
mother  (for  the  fourth 
year    in    a    row).    He 
races  a  1956  Amok-Bristol  and,  in  addition  to  his 
Bentley,  owns  a  1966  Bristol  409  which  is  his  basic 
transportation. 

The  Everett  Dickinson  Award  is  in  good  hands.  * 
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There's  only  one  possible  answer.  Both.  With  traditional  medical 
costs  soaring  20%  a  year,  stemming  the  tide  is  essential. 

But  doing  it  at  the  expense  of  human  needs  is  unacceptable;  it's 
also  counterproductive.  Because  the  fact  is,  it  simply  doesn't  work. 
We've  found  that  controlling  costs  while  maintaining  the  quality 

of  care  aren't  mutually 
irreconcilable  goals,  but 
in  fact  go  hand  in  hand. 

And  when  they  do, 
everyone  stands  to  gain. 
Accordingly,  the  aim 
of  each  and  every 
managed  care  program 
we  offer  is  quality. 

To  that  end,  we  have 
provider  credentialling 
programs,  operate 
utilization  and  quality 
management  programs, 
and  continually  monitor 
patient  satisfaction. 

Recently,  for  example, 
94%  of  the  members 
enrolled  in  our  healthplan  rated  their  physicians  highly.  We  believe 
that  no  company  should  be  forced  to  choose  between  human  needs 
and  financial  needs. 

To  help  you  satisfy  both,  we  have  created  one  of  the  most  extensive 
health  care  networks  in  the  country.  For  literature,  call  CIGNA 
Employee  Benefits  Companies,  1-800-782-0782. 
And  talk  to  the  people  who  really  know  how  to  use  their  bean. 
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We  get  paid  for  results! 


CIGNA 


MODERN  LATIN) 
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HEU!  TINTINNUNTIUS 


MEUS  SONiU! 


("Darn!  There  goes  my  beeper!") 


rr 


IT  WORKED  FOR  CAESAR,  AND  IT  WILL  WORK  FOR  YOU.  IMPRESS  FRIENDS  AND  DAZZLE 
ENEMIES  WITH  YOUR  MASTERY  OF  THIS  NOT-SO-DEAD  LANGUAGE.  By  Henry  Beard 


You  know  the  feeling  all  too  well.  There  you 
are,  chatting  with  business  associates  at  an 
upscale  watering  hole,  or  participating  in  a 
little  good-natured  give-and-take  during  a 
golf  or  tennis  match,  or  relaxing  with 
friends  on  the  hcach,  or  maybe  just  reviewing  the 
events  of  the  day  with  your  family  at  the  supper  tabic. 
You  spot  a  chance  to  liven  up  the  discussion  with  a 
particularly  pithy  observation  in  Latin,  and  then,  all  of  a 


sudden,  you're  assailed  by  several  paralyzing  doubts 
Is  the  verb  you  were  going  to  use  in  the  second  or 
third  conjugation?  Is  it  irregular.-*  Deponent.'  Reflex- 
ive.'* Defective.''  Does  it  take  i//ap.d  a  subjunctive  or  an 
infinitive  with  an  accusative.'  Or,  worse  still,  docs  it 
take  the  dati\c.'  Would  a  gerundive  construction  be 
more  appropriate,  or  laughablv  awkward.'  How  about  a 
passive  periphrastic  or — but  no,  it's  too  late.  The 
moment  has  passed,  the  conversation  has  moved  on. 
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HOW  TO  THROW 
A  MAJOR  LEAGUE 

FASTBALL. 


Slider. 
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FORKBALL. 


KNUCKLER. 


PALMBALL. 
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A       PREMIUM        WHISKY,       UNRIVALED       IN       QUALITY       AND       SMOOTHN 


ESS       SINCE        185  8. 


40%  ale  /vol  Blended  Canadian  Wnsky  Imported  m  BoWe  by  Hiram  Walker  and  Sons.  Inc  Farmmqlon  Hills  Ml  C 1990 


ON  THE  GOLF  COURSE: 
Alterum ictum faciam.  I'm  going 
to  take  a  Mulligan. 
Nonne  lege  hiemali   ludimus? 

We're  playing  winter  rules,  aren't 

we? 

Nonne  hoc  mihi  datur?  This  is  a 

gimme,  isn't  it? 

Fortunatus  sum!  Pila  mea  de 

gramine  horrido  modo  in  pra- 

tum  lene  recta  volvit!  Isn't  that 

lucky!  My  ball  just  rolled  out  of  the 

rough  and  onto  the  fairway! 


THE  UNA-MINUTIA 
MANAGER: 
Scribe.  Take  a  letter. 
Huius  Xerographiam  fac.  Xerox 
this. 

Dolores  capitis  non  fero.  Eos  do. 

I  don't  get  headaches.  I  give  them. 
Ego  te  demitto.  You're  fired. 

WHEN  DEALING  WITH 

COMPUTERS: 

Cur  ulliun  imprimere  non  vis? 

Why  won't  you  print  out? 

Ne  auderis  delere  orbem  rigi- 

dummeum!  Don't  you  dare  erase 

my  hard  disk! 

Non  erravi  perniciose!  I  did  not 

commit  a  fatal  error! 

OUT-NEGOTIATE  DALE  CAR- 
NEGIE IN  THE  BOARDROOM: 

Summam  scrutemur.  Let's  look 

at  the  bottom  line. 

Nam  ista  condicio  optima  est?  I  s 

that  your  best  offer? 

Ecce  pactum.  Id  cape  aut  id  re- 


linque.  That's  the  deal.  Take  it  or 
leave  it. 

And  if  they  don't:  you  may  be 
struck  down  with  a  severe  case  of 
Dolor  anteprandialis  (a  gastric 
problem  that  occasionally  makes 
you  cancel  a  lunch). 

AT  BROOKS  BROTHERS: 
Fimbriae  latiores  sunt.  The  la- 
pels are  too  wide. 
Mellilla,   quid   sentis?    Honey, 
what  do  you  think? 
Quando  praesto  fiet?  When  will 
it  be  ready? 

IN  A  BAR: 
Da  mihi   sis   spiculum   argen- 
teum.  I'll  have  a  martini. 
Caupo!    Etiamnunc!    Bartender! 
Another  round! 

Frequentasne  hunc  locum?  Do 
you  come  here  often? 
Di!  Ecce  hora!  Uxor  mea  me  ne- 
cabit!  God,  look  at  the  time!  My 
wife  will  kill  me! 


ON  VACATION: 
Nos  opertuit  tunc  vertisse.  We 

ought  to  have  made  that  turn. 

Mihi  da  tabulam.  Give  me  the 

map. 

Neutiquam  erro.  I  am  not  lost. 

Aliquem    de    via    consulamus. 

Let's  ask  directions. 


TO  THE  IRS: 
E  heu,   litteras   istas   reperire 
non    possum.     Infortunatclv.     I 
can't  find  tho.sc  particular  docu- 
nicnts. 

TO  YOUR  BROKER: 
Credidi  pretio  parvo  emere  et 
magno  vendere  tibi  in  animo 
fuisse.  I  thought  the  idea  was  to 
buv  low  anil  sell  high. 


WITH  THE  CHILDREN: 
Curae  mihi  non  est  quod  alii 
parentes   faciant.    I    don't   care 
what  the  other  parents  are  doing. 
Bene,  matrem  tuam  rogabimus. 
All  right,  we'll  ask  your  mother. 


AT  A  FORMAL  DINNER: 
Chartas    loci    mutemus.     Let's 

switch  place  cards. 

Hacine  furcilla  uti  decet?  Is  this 

the  right  fork? 

Mensa  secunda  mea  flagrat!  N  1\ 

dessert  is  on  fire! 


IN  BED: 
Paululum   sursum  et  dextror- 
sum.  A  little  more  up  m\^\  to  the 
right. 

O!  Plus?  Perge!  Alo!  Hui!  Hem! 
Oh!  More!  (Jo  on!  Yes!  Ooh! 
I'mmm!  ^ 


From  the  book  LATIN  FOR  ALL 

0(  x :  AS  1  ONS.ro/)  vWjj/j/  ©  /  990 

hy  Henry  Heard.  Reprinted  vith 
the  permission  of  ViUard  Boots,  a 
division  of  Random  House,  Inc. 
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Wherever  business  takes  your  company's  employees 
make  sure  they  take  The  Smartest  Route!"  ^ 
The  Air  Travel  Card  Payment  System.    ^^^^^^ 

A  system  built  for  business  travel  in 
the  90s.  No  annual  fees,  credit  limits,  or 
interest  charges.  Plus  customized  billing, 
management  reports,  automatic  air  travel 
insurance,  and  instant  acceptance  on  over 


200  airlines  worldwide.  Now  you  can 
have  cost  control  from  the  top  down 
^s  to  the  bottom  line. 

"^    ^      For  more  information, 

call  1-800-222-4688 
(in  Washington,  DC  call  626-4224). 

THE  SMARTEST  ROUn 

Call  1-800-222- 4688,  Or  See  Your  Trai'el  .A^l  or  Airltne  Rti)n'<^ntatm\ 


Ah,  to  be  young  and  American  in  Paris  in  the  early  1950s, 
a  "chocolate  soldier"  working  for  the  CIA,  hanging  out  in 
jazz  bars  with  a  woman  wise  in  the  art  of  love,  JAMES 
CHACE  returned  to  his  old  drops  and  rendez-vous  to 
file  one  last  dispatch  from  the  Cold  War  front. 

SATURDAY,  DECEMBER  29,  1990 

''Gorbatchev  Nous  A  Traht' — "Gorbachev  Has  Betrayed 
Us."  The  headhne  hits  me  as  I  walk  through  de  Gaulle 
airport  from  my  American  Airlines  flight  to  Paris.  Betrayed 
who.^  The  Cold  War  is  over.  I  am  returning  to  Paris  for  the 
first  time  in  almost  a  decade.  The  last  time  I  was  here,  the 
Cold  War  was  at  full  tide.  Reagan  had  just  been  elected, 
and  I  was  coming  back  from  Moscow,  where  I  had  been 
telling  the  Russians  they  had  made  a  terrible  mistake 
invading  Afghanistan.  I  was  then  managing  editor  of 
Foreign  Affairs,  and  it  was  my  job  to  talk  to  Russians  about 
high  politics.  It  was  my  latest  phase  in  fighting  the  Cold 
War,  as  many  of  my  generation  did  who  were  employed  as 

Coming  In  From 
The  Cold  In  Paris 


i 


editors  or  soldiers  or  in  government  service.  Moscow  had 
been  particularly  dispiriting.  It  was  the  worst  time  for  any 
honest  discussions,  and  I  had  spent  two  weeks  like  a  boxer 
defending  American  positions  against  unrelenting  attacks 
with  only  vodka  and  sturgeon  to  comfort  me.  I  could  not 
wait  to  eat.  Moreover,  it  was  my  birthday,  and  my  two 
children  in  their  early  20s — one  a  street  musician,  the 
other  a  writer — were  waiting  for  mc  at  the  de  Gaulle 
airport.  We  went  immediately  to  Le  Voltaire  restaurant  on 
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the  Quai  Voltaire — as  I  do  every  time  I  first  arrive  in 
Paris — and  it  was  cozy  and  discreetly  fashionable,  and 
the  food  was  wonderful;  modest  by  French  standards, 
spectacular  by  New  York  standards  and  beyond  com- 
pare with  Moscow's  poor  offerings. 

So  who  had  Gorbachev  betrayed  on  New  Year's  Eve, 
1991  ?  Ah  yes,  he  had  betrayed  the  hard-liners  who  had 
depended  on  the  Cold  War  to  go  on  forever,  and  he  had 
betrayed  the  liberalizers,  Shevardnarze  and  company, 
who  had  hoped  he  would  turn  the  Soviet  Union  into  a 
democracy  like  ours.  He  had  also  betrayed  all  those  in 
the  West  and  the  East  who  had  earned  their  living  from 
the  Cold  War.  As  John  Le  Carre,  the  great  chronicler  of 
the  Cold  War,  had  his  master  spy,  George  Smiley,  put 
it:  "The  purpose  of  my  life  was  to  end  the  time  I  lived 
in."  Now  we  are  in  the  time  of  glasnost  and  perestroika, 
and  in  Paris,  the  great  city  of  refugees  from  Eastern 
Europe,  Poles  who  sought  there  the  freedom  that 
Chopin  had  found  more  than  a  century  ago,  Czechs  like 
Milan  Kundera,  Romanians  like  Eugene  lonesco,  all 
the  diaspora  of  Soviet-occupied  Europe  who  could 
never  bring  themselves  to  cross  the  Atlantic.  Some  of 
them  had  spent  their  lives  in  the  clandestine  struggles 
of  the  Cold  War,  and  so  that  it  was  by  an  accident  of 


from  the  1950s  when  I  drank  a  cold  glass  of  sancerre  and 
downed  a  dozen  oysters  from  Bretagne. 

"I'm  looking  for  the  chocolate  soldiers  now,"  my 
friend  says. 

"Chocolate  soldiers.''  What  do  you  mean?" 

"The  honorary  spies,"  he  explains.  "Not  the  big 
guns,  not  the  Burgesses  or  MacLeans  or  Klaus  Fuchs, 
not  the  real  soldiers,  but  the  chocolate  soldiers,  spies 
whose  betrayals  were  no  great  matter,  the  roster  of  a 
company  of  Swiss  national  guardsmen  maybe,  because 
they  believed  in  the  ideology  of  Communism.  How  do 
they  live  now.''  They  weren't  important  enough  for  the 
Russians  to  give  them  a  pension  or  an  apartment  in 
Moscow.  Their  ideology  failed,  didn't  it.'" 

"And  what  about  ours.'*  We  were  chocolate  soldiers, 
too,  weren't  we.''  Only  our  ideology  won." 

"Due  to  us.^ 

"When  you're  on  the  winning  side,  everyone  gets  a 
share." 

And  so,  coming  back  to  Paris  as  I  have  every  so  often 
since  the  1950s,  means  coming  back  to  a  cit\"  that  has 
never  seemed  so  luminous,  the  city  in  which  I  had  once 
been  a  chocolate  soldier  myself.  I  am  making  love  to 
Paris  all  over  again — in  my  50s  as  I  had  in  my  20s,  when 


/  want  to  go  on  to  the  Closerie  des  Lilas  and  have  a  drink  there.  Even  though 

I  am  tired  of  stories  of  Hemingway  and  Fitzgerald  and  their  days  at  the 

Closerie,  I  remember  it  from  the  1950s  when  I  drank  a  cold  glass  of  sancerre 

and  downed  a  dozen  oysters  from  Bretagne. 


history  that  I  found  myself  drawn  back  into  a  world  of 
fundamentally  honorable  men  who  had  seen  the  Soviet 
Union  collapse  when  an  unlikely  reformer,  Mikhail 
Gorbachev,  permitted  the  ordinary  people  of  Eastern 
Europe  to  destroy  the  very  foundations  of  postwar 
Europe,  the  Europe  I  had  known  so  well,  the  Europe 
that  was  expected  to  endure  without  end. 

SUNDAY.  DECEMBER  30.  1990 

I  walk  through  the  Luxembourg  Gardens  at  the  end  of 
the  afternoon  to  visit  the  most  seasoned  journalist  I 
know,  a  man  who  had  come  to  Paris  decades  ago  to 
cover  European  politics  and  never  went  home.  Except 
that  he  is  to  leave  for  the  Middle  East  tomorrow,  to 
cover  another  war  if  it  breaks  out,  and  I  want  to  say 
hello.  The  sun  has  come  out,  and  the  children  are  still 
pushing  their  sailboats  across  the  pond  in  front  of  the 
Palais  du  Senat,  in  that  strange  purple  Paris  light  that 
comes  out  even  in  January.  We  will  meet  at  his 
apartment  near  the  Observatoirc,  but  then  I  want  to  go 
on  to  the  (-loserie  des  Lilas,  not  far  away,  and  ha\e  a 
drink  there,  because  the  ('loseric  hasn't  changed,  and 
even  though  I  am  tired  of  stories  of  Hemingway  and 
Fitzgerald  and  their  days  at  the  Closerie,  I  remember  it 


I  lived  on  the  rue  de  la  Harpe  and  woke  up  in  the 
mornings  to  look  out  over  the  church  of  Saint  Severin. 
Today  the  rue  de  la  Harpe  is  sleek  with  boutiques,  but 
there  is  still  a  cafe  with  one  entrance  on  the  Boul" 
Mich',  where  I  was  first  contacted  to  become  a  choco- 
late soldier  for  the  American  intelligence  scr\  ices. 

My  intelligence  contact  in  1953,  an  old  Harvardian 
with  horn-rimmed  glasses  and  wearing  chino  pants, 
found  me  living  in  Paris,  and. yes,  I  told  him,  1  would  see 
what  I  could  find  out  about  the  French  loft.  The  Cold 
War  was  worth  winning,  wasn't  it.' 

I  then  moved  through  the  city  as  in  a  dream,  my  days 
in  libraries,  early  evenings  at  meetings  of  aging  Gauli- 
ists  and  shabby  Trotskyites,  and  the  war  in  Indtxhina 
raged  6,000  miles  away,  and  1  was  told  it  threatened  us 
all.  Yet  late  at  night,  after  listening  to  jazz  on  the  rue  de 
la  Huchette.  I  would  take  a  woman  1  knew  to  the  liny 
island  of  the  \ert  (Jalant  at  the  tip  of  the  lie  de  la  C'ite, 
where  the  Seine  lapped  against  the  breakwater,  and 
drink  Champagne  and  watch  the  lights  play  along  the 
towers  of  the  Louvre. 

My  knowledge  of  French  politics  grew  as  I  forced 
myself  to  read  the  small  type  of  the  \  irtuallv  unreadable 
newspaper,  /r  Monde,  and  my  reports,  sketchy  at  first. 
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gradually  became  more  authoritative.  When  I  predict- 
ed that  the  European  Defense  Community — a  device 
designed  to  weld  the  French  armed  forces  to  the 
German  and  other  West  European  armies — would 
never  come  into  being,  I  was  considered  a  master  spy. 
Although  the  French  foreign  minister  had  dutifully 
told  his  American  counterpart  that  the  National  .Assem- 
bly would  vote  favorably  on  the  defense  community,  I 
couldn't  find  anyone  who  favored  it.  Not  the  concierge. 
.Not  those  students  who  ate  bifteck  znd pommes frites  with 
me  at  the  Restaurant  des  Beaux  Arts  on  the  rue 
Bonaparte.  (Did  no  American  experts  read  Le  Monde': 
Or  was  I  the  expert,  their  preferred  and  trusted  reader.') 
We  fixed  absurd  spots  for  meetings  where  I  was  to 
pass  on  my  reports — the  bar  of  .Air  France  at  the  Gare 
d'Orsay  was  my  contact's  favorite  trysting  place.  I 
thought  it  was  the  ver\  epicenter  of  espionage.  (Now  it 
has  become  the  most  fashionable  museum  in  Paris,  the 
.\Iusee  d'Orsay,  of  19th-century  French  art.)  My  repu- 
tation as  a  fledgling  spy  grew.  As  the  time  came  for  me 
to  return  to  America,  I  was  offered  a  new  post — and  a 
promotion  as  a  full-time  agent — Florence.  I  imagined 
myself  wearing  a  Borsalino  and  driving  a  Ferrari.  But 
Florence  seemed  too  provincial;  its  massive  buildings 


restaurant,  Le  Grand  Vefour,  in  the  Palais  RoyaL 
classmate  from  Har\  ard  who  was  stationed  in  Gerr 
had  come  to  Paris.  For  Charles,  life  was  never  gra 
enough.  Being  an  enlisted  man  in  an  artillery  com| 
in  -Southern  Germany  was  scarcely  heroic,  and  on 
one  leave  to  Paris,  he  was  determined  to  cast  a  I< 
shadow.  He  proposed  we  dine  at  Le  Grand  \  efour 
evening  clothes,  and  it  seemed  appropriate  if  we  we 
to  choose  a  restaurant  with  its  Gigi-like  overtones  fAla 
belle epoque.  marble  tables  under  carved  boiserie  ceWm^ 
where  Colette  once  lounged  against  the  red  velvet 
banquettes.  .As  planned,  Charles  appeared  in  a  tuxedo, ' 
but  I  noted  some  bits  of  color  over  the  breast  pockeL 
"Of  course,  I  am  wearing  my  medals."  he  said,  as 
indeed  he  was,  even  though  they  were  only  the  theater 
medal  for  the  U.S.  Army  in  Europe  and,  if  I'm  noc 
mistaken,  the  Good  Conduct  Medal.  Though  Charles 
was  an  intellectual  and  a  poet,  his  demeanor  and 
decorations  may  have  presaged  his  future,  which  was  to 
become  a  top  analyst  for  the  Central  Intelligence 
.\gency.  specializing  in  Chin?  He  died  before  the 
student  demonstrations  in  1989  in  Tiananmen  .Square, 
but  I  suspect  he  would  have  been  one  of  the  few  people 
to  have  predicted  the  willingness  of  Deng  Xiaoping  to 


We  fixed  absurd  spots  for  meetings  where  I  was  to  pass  on  my  intelligence 
reports — the  bar  of  Air  France  at  the  Gare  d*Orsay  was  my  contact's  favorite 
trysting  place,  I  thought  it  was  the  very  epicenter  of  espionage. 


reminded  me  of  banks,  as  doubtless  the  Medici  meant 
them  to,  and  I  was  homesick  for  America.  As  a  result,  I 
went  home  to  be  drafted  into  the  army  at  the  end  of  the 
Korean  War,  and  by  the  happenstance  of  my  name 
beginning  with  a  "C,"  I  was  sent  back  to  France  on 
detached  service  to  the  French  .Army. 

I  was  a  chfKolate  soldier  no  longer,  but  a  real  one, 
albeit  prepared  to  fight  a  war  that  was  never  going  to 
happen  in  a  Europe  where  the  lines  had  been  drawn 
and  would  be  torn  down  by  students  in  Prague  and 
shipbuilders  in  Gdansk  only  some  30  years  later.  I  rode 
into  Paris  in  my  own  jeep  and  led  a  high  life  on  a 
corporal's  salary.  My  venue  moved  to  the  peak  of  the 
Left  Bank,  the  Place  du  Pantheon  and  to  the  Hotel  des 
Cjrands  Hommes.  I  lived  with  a  woman  then  who  was 
some  ten  years  older  than  I  was,  and  she  was  the  bravest 
person  I  had  ever  known,  for  she  had  been  a  pacifist  in 
England  during  the  .Second  World  War.  It  seemed  to 
mc  then,  as  it  does  now,  a  wronghcaded  judgment,  and 
she  suffered  for  it,  but  she  never  complained.  She 
taught  me  how  to  make  love,  as  we  listened  to  Edith 
Piaf,  and  wc  went  to  hear  Juliette  Cireco,  who  used  to 
sing  at  the  Montana  on  the  rue  des  Saints-Peres. 

My  last  memory   of  the   195()s  was  dining  at  the 


shed  the  students'  blood. 

.\s  I  dine  again  at  Le  Grand  Vefour,  which  had 
suffered  during  the  last  few  years  but  has  made  a 
comeback,  I  think  it  appropriate  that  I  drink  to  Charles, 
that  most  implacable  of  Cold  Warriors,  in  the  most 
luxurious  setting  in  Paris,  with  an  especially  good 
Gevrey-Chambertin.  It  went  especially  well  with  the 
eminc'e  d' agneau  that  followed  a  cold  \odka  and  caviar. 

MONDAY,  DECEMBER  31.  1990. 

I  am  walking  up  the  rue  de  \  arennc  to  Bill  and  Carol's. 
The  seventh  arrondissment  is  the  old  Faubourg  St. 
Germain  where  the  ministries  are  located  and  remnants 
of  the  French  aristocracy.  Proust's  favored  quartier. 
where  one  can  still  imagine  the  Duchess  de  (Jucr- 
mantes  stepping  into  a  carriage  and  leaving  .Swann  on 
the  sidewalk  wistfully  looking  after  her.  Bill  lives 
opposite  the  prime  minister's  offices  at  the  Hotel 
.Matignon,  and  as  I  mount  the  stairs  of  his  hotel partwu 
Her,  I  can  at  last  anticipate  a  New  dear's  Eve  party  that  I 
do  not  dread.  In  the  1970s,  Bill  and  I  would  cat  some  of 
the  best  shellfish  around  at  the  Brasserie  Lutetia  on  the 
Left  Bank,  a  hotel  of  somewhat  dubious  reputation  that 
had  once  been  the  hcadtjuarters  of  the  CJcstapo  during 
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The  new  Rolodex^  Electronic  Oi^anizer 
holds  1,000  cocktail  napkins. 


\ou're  in  a  hotel  and  meet  the  top  honcho  at  Wtdgetco.  He  st^ 
he'll  buy  500  wk^ets  if  you  call.  So  you  frantically  jot  down  his 
number  on  a  napkin  and  stuff  it  in  your  pocket.  Where  it's  dry 
cleaned  beyond  recognition.  •  You  vow 
never  to  let  this  happen  again.  So  you  buy 
a  remarkable  new  Rolodex  Electronic 


ROLODEX' 

Our  organization  i«  dedicated  to  yours. 


Organizer.  Which  stores  names,  phone  numbers  and  tons  of 
information.  •  Now  you're  in  a  hotel  and  meet  the  president  of 
Gizmotech.  You  enter  his  name  and  number  in  your  Rolodex 
Electronic  Organizer.  He's  so  impressed 
he  orders  IjOOOjOOO  widgets.  •  Avsulabh 
wherever  office  products  »re  sold. 


World  War  II.  He  has  been  the  wisest  commentator  on 
European  affairs  I  have  known  over  the  years,  and  now 
he  is  writing  about  the  end  of  the  Cold  War  and  warning 
us  that  Gorbachev  seems  to  be  in  that  pattern  of 
reformers  who  are  fmally  consumed  by  the  revolution, 
as  those  18th-century  reformers  were  by  the  Jacobins  of 
the  French  Revolution. 

It  is  an  international  set  of  journalists  and  business- 
men and  photographers,  and  people  are  talking  about  la 
malaise.  It  seems  the  French  are  suffering  from  some 
deep-seated  pessimism,  even  though  their  country  has 
never  appeared  more  affluent.  Earlier  that  evening  the 
President  of  the  Republic  in  his  New  Year's  Eve 
speech  told  his  citizens  to  rid  themselves  of  imaginary- 
fears.  "Fear  of  losing  our  identity,  fear  of  a  reunified 
Germany,  fear  of  Japan  whose  products  might  flood  the 
market."  No,  Francois  Mitterrand  reminded  us,  "As 
foreigners  see  us,  France  is  strong.  Let  us  have  confi- 
dence in  ourselves."  But  you  can  never  change  national 
character.  Things  are  going  too  well  for  the  French  not  to 
worry:  in  1848,  let's  not  forget,  France  had  a  revolution 
that  overthrew  the  Orleanist  dynasty  because,  it  was 
said,  la  France s'ennuie.  France  was  bored. 

"And  the  Americans,"  a  German  businessman  says, 
"the  Americans  are  faced  with  shoring  up  failing  banks 
and  are  preparing  for  war,  and  yet  the  polls  this  week 
show  that  over  60%  of  the  American  people  are  optimis- 
tic. You  believe  anything czn  be  fixed." 

A  young  Frenchman  nods  vigorously.  "You  Ameri- 
cans are  the  only  superpower  left.  W'e  are  bewildered  at 
what  the  new  future  will  bring.  What  are  we  to  do  with 
our  nuclear  weapons.''  The  Cold  War  is  over,  don't  you 
know." 

Bill  appears  in  the  doorway  with  a  glass  of  Bollinger 
in  his  hand.  He  looks  at  me.  "Remember  when  we  were 
both  working  for  the  Free  Europe  Committee,  and  I 
had  a  rush  job  to  print  art  books  showing  American 
paintings  at  the  Helsinki  youth  festival.^" 

"We  were  chocolate  soldiers,"  I  tell  him. 

"Spear  carriers  might  be  another  way  of  putting  it.''" 

"Where  shall  we  lunch  on  Thursday.''  I  want  to  know 
what  you  think  about  Gorbachev." 

"The  Lutetia,  why  not  the  Brasserie  Lutetia?  The 
oysters  are  remarkably  good  this  year." 

TUESDAY, 
JANUARY  1.  1991 

Evcr>'  decade  the  fashions  change.  In  the  70s  the 
Marais  district  was  in.  The  new  Pompidou  museum  of 
modern  art,  which  reminds  me  of  a  factory  out  of 
Charlie  Chaplin's  Modem  Times,  sparked  a  kind  of 
gcntrification  of  the  old  quarter,  which  used  to  be  the 
site  of  Ics  Hallcs.  Now  the  new,  brutally  modern  opera 
house  at  the  Bastille  is  all  the  rage.  So  it  is  near  the 
Bastille  that  I  find  Le  Square   Trousseau,  the  classic 
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bistro  that  I  like  to  think 
no  other  visitors  know 
about.  Usually  it  is  packed 
with  a  mixed  crowd  of 
young  professionals,  easy- 
going locals,  and  men  and 
women  who  simply  want 
to  dress  as  casually  as  pos- 
sible and  sit  up  late  and 
eat  well.  I  order  the  white 
fish  known  in  English  as 
skate,  which  tastes  so  rich 
and  chewy  that  it  seems  as 
though  it  has  just  come 
from  the  markets  that 
once  graced  this  quartier. 

In  the  late  evening  the 
streets  of  the  11th  and 
1 2th  arrondissements  are 
filled  with  young  people 
looking  for  a  disco  or  an  SS 
exotic  bar  which  features 
Portuguese  or  Korean  cui- 
sine, but  after  my  bistro 
dinner  I  am  looking  for  a 
jazz  club.  Paris  has  always 
been  kind  to  jazz — it  was 
where  black  musicians 
went  when  segregation 
was  still  the  law  in  the 
South.  Sidney  Bechet 
played  for  years  in  Paris, 
and  Miles  Davis,  and 
Dexter  Gordon,  but  so  far, 
I  was  finding  only  tired 
jazz  in  the  old  hangouts 
around  St. -Germain-      ; 

des-Pres.  Of  course  there  ,-_._' 
were  headliners  like  Diz- 
zy Gillespie  at  the  Meridien  Hotel,  but  jazz  stars  like 
Dizzy  played  in  such  places  from  Copenhagen  to 
Madrid.  And  then  in  the  rue  des  Halles  I  discover  Lcs 
Bouchons.  Upstairs  there  is  a  large  restaurant,  but 
below  in  the  basement  are  four  musicians,  two  French 
and  two  Americans,  one  of  whom,  Bruce  Johnson,  sings 
under  the  melody  in  a  kind  of  posi-bt>p  swing.  Fhe 
roots  are  Dinah  Washington,  and  the  songs  arc  "Ten- 
derly" and  "Teach  Me  Tonight." 

I  think  the  malaise  is  an  illusion  as  I  sit  there  nursing 
a  scotch  and  Pcrricr.  Ne\  er  ha\  e  the  French  been  more 
accommodating  than  in  Paris,  1991.  The  city  gleams 
like  the  magic  city  of  Oz,  shiny  neon  bars  alongside 
massi\e  buildings  that  have  been  lit  up  to  rcNcal  the 
mustard-colored  stJines  that  ha\c  been  stripped  of 
centuries  of  grime.  Tomorrow  I  leave  at  dawn,  and 
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when  I  return,  in  a  year,  in  a  month,  even  in  a  decade,  I 
expect  to  discover  once  again  new  layers  of  the  city,  like 
the  Louvre  museum  w  hose  medieval  foundations  have 
suddenly  been  laid  bare  by  the  excavations  that  I.M. 
Pei's  new  diamond-like  pyramid  revealed.  But  that  is 
tomorrow,  and  tonight  I  am  sitting  in  a  cave  and  young 
people  are  sprawled  on  the  stairs,  still  chain-smoking 
Gitanes,  and  the  waitress  doesn't  even  bother  asking 
them  to  order  a  drink.  The  saxophonist  has  lit  into  a 
second  set  of  "St.  Thomas,"  and  even  if  he  isn't  Sonny 
Rollins,  he's  making  a  living  in  Paris,  and  I'm  listening 
to  him.  and  maybe  at  the  bar  there's  another  chocolate 
soldier  who's  fmally  come  in  from  the  cold.i? 

JaMKS  ChacK  is  the  author  of  the  memoir.  What  We 
Had.  He  is  at  xirork  on  a  biography  of  Dean  Acheson. 


James  Chace's  Immoveable  Feasts 

Brasserie  Lutetia 

23  rue  de  Sevre  Paris  75006  Tel:  45-44-38-10 
Le  Square  Trousseau 

L  rue  Antoinc  \  ollon  Paris  7.S()12  Tel:  43-43-06-00 

Le  Voltaire 

27,  Quai  Voltaire  Paris  75007  Tel:  42-61-17-49 

Les  Bouchons 

19.  rue  des  Halles  Paris  7.5001   Tel:  42-33-28-73 

La  Closerie  des  Lilas 

171.     Blvd.     du     Montparnassc     Paris     75(K)6    Tel: 

43-26-70-50 

Le  Grand  Vef  our 

17.  rue  de  Beaujolais  Paris  75(K)1   Tel:  42-%-46-27 
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The  cordial 

instructors  at 

Holland  &  Holland 

will  endeavor 

to  make  you 

a  shooting  star. 
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ly  CHARLES  STEWART  DUBOW       _ 

he  late  Norman  Clarke,  former  chief 
instructor  at  the  Holland  &  Holland  Shooting  School  in  England, 
as  unable  to  suffer  fools  and  know-it-alls  gladly.  One  day,  he 
^as  giving  a  lesson  to  one  of  the  latter  who  rather  pompously  told 
Ihim  that  he  did  not  want  Clarke  to  interfere  while  he  was 
shooting.  Clarke  obliged  him  and  remained  silent  while  the 
student  shot  away.  Such  silence  was  deafening,  and  the  student 
could  stand  it  no  longer.  "What  do  you  do.^  How  do  you  instruct.^" 


he  finally  asked.  Clarke  took  the  man's  gun  from  him  and 
said,  "Sometimes  a  shot  has  only  a  left  hand,  so  I  shoot 
like  this."  With  his  left  he  blasted  a  clay.  "Sometimes  a 
shot  has  only  a  right  hand."  Clarke  switched  the  gun  to 
liis  other  hand  and  destroyed  another  clay.  "Sometimes 
they  haven't  any  strength  in  either  arm,"  he  said,  aiming 
from  the  hip  as  another  clay  disintegrated.  "Sometimes 
they  can  only  shoot  with  the  gun  upside  down,"  he 
added,  and  shattered  another  clay  in  that  curious  fashion. 
The  know-it-all  had  had  enough  and  apologized. 

Anyone  who  has  ever  been  invited  shooting  in  En- 
f^land  has  usually  learned  that  there  is  much  more  to  it 
than  simply  knowing  when  to  pull  the  trigger.  Like  so 


many  of  the  most  established  British  customs,  shooting 
has  long  since  evolved  beyond  its  primitive  origins  into  a 
very  stylized  ritual.  There  is  a  seemingly  endless  amount 
of  minute  details  to  be  committed  to  memory,  ranging 
from  what  clothes  to  wear  to  how  much  to  tip  the 
gamekeeper.  Fortunately,  though,  you  don't  have  to  be 
to  the  manor  born  to  acquire  this  vital  information. 
Holland  &  Holland,  one  of  England's  top  gunmakers, 
owns  and  operates  a  shooting  school  just  outside  of 
London  where  the  aspiring  sportsman  can  pick  up 
enough  tips  to  make  himself  a  welcome  guest  at  any 
shooting  weekend. 

The  school,  situated  on  65  acres  of  prime  parkland,  has 
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been  the  property  of  Holland  &  Holland  since  1931. 
Unlike  many  of  the  other  top  London  gunsmiths — such 
as  Purdey  and  William  Evans — who  have  long  since  sold 
off  their  schools  (though  they  offer  instruction  else- 
where), Holland  &  Holland  has  seen  the  wisdom  in 
retaining  its  own,  much  as  a  top  sports  car  maker  might 
maintain  a  race  track  for  the  convenience  of  its  custom- 
ers. You  don't  need  to  own  a  Holland  gun  in  order  to  take 
lessons  at  the  club,  though.  Everyone  is  treated  equally 
regardless  of  actual  status  or  ability;  all  vanirs-  and  pre- 
tense vanish  when  you  shoulder  your  shotgun. 

When  you  arrive  at  Holland's  for  the  first  time,  your 
instructor  will  size  you  up,  and  from  the  gun  room  select  a 
Holland's  shotgun  that  comes  nearest  to  fitting  you  best. 
In  shooting,  as  with  most  things,  proper  fit  is  essential. 
That  is  one  of  the  reasons  why  some  people  are  willing  to 
pay  insane  amounts  of  money  to  acquire  guns  that  are 
made  to  their  own  measurements.  (A  new  shotgun  at 
Holland's  costs  approximately  $52,000  and  takes  nearly 
three  years  to  complete,  and  that's  just  the  basic  model.) 

In  order  to  gauge  the  fit  properly,  your  instructor  will 
take  you  out  to  the  range  and  tell  you  to  shoot  at  one  of 
four  circles  on  a  whitewashed  wall  roughly  20  yards  away. 
You  fire  three  or  four  times,  your  instructor  telling  you 
after  each  shot,  "a  little  to  the  left"  or  "aim  lower."  He 
will  check  and  correct  your  stance  if  it  needs  it.  and  it 
usually  does,  and  establish  which  is  your  dominant  eye. 
Then,  finished  with  his  evaluation  of  you,  he  will  take 
away  the  gun  you  have  been  using  and  begin  fiddling 
with  another,  rather  odd-looking  gun  known  as  a  tr\-gun. 
The  tr\-gun  is  a  singular  contraption  that,  through  the 
manipulation  of  its  many  hinges,  joints  and  extensions, 
allows  your  instructor  to  twist,  bend  or  elongate  it  until  it 
nestles  in  your  arms  as  though  it  had  been  made  for  you. 
When  he  is  satisfied  with  it,  he  will  hand  it  to  you  and  ask 
you  once  more  to  shoot  at  the  whitewashed  wall.  The 
difference  in  your  aim  is  remarkable;  you  find  yourself 
wondering  how  you  had  ever  managed  to  hit  anything  in 
the  past.  Each  time  you'll  be  dead-on,  and  your  instruc- 
tor, feeling  you  are  ready,  will  then  take  you  to  the  clay 
pigeon  range  where  the  real  fun  begins. 

The  idea  behind  sporting  clays  is  that  they  are  de- 
signed to  approximate  as  nearly  as  possible  the  flight 
patterns  of  the  birds  you  w  ill  be  shooting.  If  pheasant  is 
your  game,  the  school  has  a  number  of  towers  where  clays 
are  sent  out  over  your  head,  one  or  two  at  a  time 
depending  on  how  accurate  you  are  feeling,  where  you 
may  blaze  merrily  away  at  them.  Or,  if  you  prefer  grouse, 
there  are  traps  that  simulate  the  low,  fast  approach  of 
those  notoriously  difficult  birds.  Even  with  the  tr\-gun 
your  shooting  won't  be  perfect,  and  your  instructor  will 
be  politely  whispering,  "Very  good,  sir,  maybe  more  to 
the  left,"  or,  "I  think  it  might  be  a  good  idea  for  you  to 
aim  in  front  of  the  bird,  sir." 

If  your  interest  is  big  game,  Holland's  also  has  a 
100-yard  full-bore  range  where  you  can  receive  instruc- 
tion with  a  rifle.  Holland's  is  as  famous  for  their  rifles  as 


c 


1 .  Arrive  late — and  drunk. 

2.  If  yon  don't  like  the  position  you've  been 
given,  find  one  you  like  better. 

3.  Borrow  other  people's  cartridges  while 
loudly  complaining  that  you  refuse  to  buy 
them  yourself  on  principle  because 
they're  overpriced. 

4.  Tou  own  the  skies — if  your  neighbors 
aren't  fast  enough,  their  birds  are  yours. 


^^^g^;... 


^~^ 


.M 
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5.  Sneaky  birds  fly  low — so  yell  for  everyone 
else  to  duck  and  blast  away. 

6.  Feel  free  to  make  suggestions  to  your 
host  as  to  how  he  could  improve  his  shoot. 

7.  Feel  it  very  important  to  call  Tokyo  on 
business  trom  your  host's  car  phone. 
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And  Other  Ways  To  Impress  Your  English  Hosts. 


\* 


I.  Help  yourself  to 
javeryone  else's  flaski 
lljrour  aim  improves 

>nsiderably  after 

couple  of  drinks. 

^    19.  Shoot  at  anything^ 
that  moves. 

1 10.  Wear  your  lucky 
Day-Olo  orang^e  vest 
and  your  baseball  cap 
that  says  "Shotg^nners 
Pump  Better." 

1 1 .  Use  a  man's  g^un 

— a  pump-action  Mossberg 

Persuader  will  do  the  job  nicely 


12.  Don't  bother  tipping  the  g^amekeeper, 
he'd  be  insulted.  If  he's  the  persistent 
type,  only  carry  larg^e  bills  and 
ask  him  to  make  chang^e. 


13.  Even  if  you 
can't  see  what 
it  is,  nre  a 
couple  of 
rounds  into 
the  bushes  just 
to  soften  them 
up  in  case  a 
pheasant  is 
trying  to  pull 
a  fast  one. 


-^ 


14.  Always  keep  your  gun  loaded  and  the  safety 
off  in  case  there  are  still  a  couple  of  birds  left. 


FYI 
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for  their  shotguns;  they  hold  the  royal  warrant  as  the 
Duke  of  Edinburgh's  riflemakers.  And,  although  they  do 
not  make  them,  it  is  also  possible  to  receive  pistol 
instruction. 

There  are  certain  crucial  differences  between  English 
and  American  styles  of  shooting.  First,  most  Americans 
learn  how  to  shoot  with  rifles,  usually  .22s,  and  this  gives 
them  the  habit  of  aiming  with  one  eye  screwed  shut. 
That  is  one  of  the  first  things  Holland's  works  to  correct. 
A  proper  shot  keeps  both  eyes  on  the  bird,  relying  heavily 
on  the  so-called  "instinctual"  method  of  aim,  a  style 
well-suited  to  shooting  the  relatively  low-flying  sport 
birds  of  England.  Due  to  their  erratic  flight  patterns,  it  is 
difficult  to  lead  such  birds — in  other  words,  waiting  for 
the  target  to  fly  into  your  sights — as  opposed  to  the 
tracking,  or  instinctual,  method  taught  at  Holland's — 
where  the  gun  follows  the  target.  Many  Americans,  used 
to  high-flying  birds,  may  find  this  unnatural  or  awkward 


crawled  down  from  a  tree. 

These  days,  there  are  fewer  and  fewer  of  the  tradition- 
al sort  of  shoots  that  were  once  held  at  private  houses, 
Because  of  taxes,  as  well  as  the  cost  of  upkeep  and  the 
gamekeeper's  salary,  maintaining  a  shoot  is  very  expen- 
sive and  rather  frivolous  if  done  purely  for  pleasure. 
Today  it  is  more  common  that  shoots  are  rented  out 
during  the  season  to  syndicates,  groups  of  men  who  have 
pooled  their  money  to  lease  the  shooting  rights.  Usually 
the  landowner  will  reserve  only  a  few  days  a  year  for 
himself,  knowing  that  such  sacrifice  is  necessar\'  to  keep 
the  old  family  castle  from  sinking  into  the  moat. 

The  decline  of  private  shoots,  however,  has  been  a 
boon  for  Holland's.  There's  no  quicker  way  to  sharpen 
one's  rusty  aim  than  to  spend  a  day  or  two  at  Holland's 
before  going  on  a  shoot.  That  way  you're  ensured  of 
having  better  sport,  as  well  as  being  fairly  sure  of  a  return 
invitation;  nothing  rankles  a  host  more  than  to  feel  that 


If  you  show  bad  form — which  is  perilously  easy  at  this  mannered  recreation — 
the  English  will  look  at  you  as  though  you  had  just  crawled  down  from  a  tree. 


at  first  (not  unlike  a  baseball  pitcher  learning  how  to 
fast-bowl  in  cricket),  but  will  ultimately  be  rewarded  by 
their  success  against  partridge  and  pheasant.  When  you 
are  shooting  with  a  beautifully  made  gun,  which  should 
fit  you  as  though  it  were  an  extension  of  your  arm,  the 
whole  action  becomes  more  organic,  almost  as  simple  as 
merely  aiming  and  shooting. 

Another  difference  is  in  the  kinds  of  game  one  is 
shooting.  Americans  tend  to  hunt  duck,  wild  turkey, 
quail  and  dove.  The  English  almost  exclusively  shoot 
pheasant,  partridge  and  grouse;  sometimes  they'll  ven- 
ture to  the  Highlands  after  the  elusive  Scottish  capercail- 
lie,  but  that  is  a  challenge  best  left  to  the  bold. 

Undoubtedly,  the  biggest  difference  is  in  how  the 
English  shoot.  They  primarily  shoot  driven  game;  that  is, 
birds  that  are  flushed  from  a  cover  by  dogs  and  beaters 
who  start  from  the  opposite  side  of  the  wood  from  where 
the  guns  are  standing.  The  birds,  fleeing  the  oncoming 
beaters,  will  fly,  if  all  goes  to  according  to  plan,  directly 
towards  the  waiting  guns. 

Beyond  this  is  the  gravitas  that  the  English  attach  to 
"shooting"  (which  is  the  term  they  use;  "hunting"  to 
them  means  dressing  up  in  pink  coats  and  galloping  after 
foxes).  Let's  say  that  you're  an  international  lawyer  or 
banker,  and  your  firm  or  a  client  has  invited  you  to  a 
shoot.  As  is  well-known,  the  English  are  sticklers  for  what 
they  call  "form."  It's  not  just  shooting  to  them;  it's  one 
more  variation  of  a  way  of  life,  albeit  a  dying  one,  and 
therefore  treated  with  a  sanctimoniousness  that  is  rarely 
accorded  the  living.  Woe  betide  the  businessman,  there- 
fore, who  arrives  blithe  and  untutored.  If  you  show  bad 
form — which  is  perilously  easy  at  this  mannered  recrea- 
tion— the  English  will  look  at  you  as  though  had  just 


he  has  squandered  a  perfectly  good  day's  shooting  on  a 
bad  shot. 

So,  whether  you  are  a  rank  beginner,  an  old  hand 
simply  wanting  to  keep  in  practice  before  or  after  the 
season,  or  an  adventurer  planning  an  expedition  to  hunt 
water  buffalo  in  Bulawayo,  Holland  &  Holland  is  the 
place  to  go  first.  The  only  drawback  is  that  by  the  end  of 
your  visit  you  will  find  yourself  seriously  considering 
taking  out  a  second  mortgage  to  buy  one  of  their  guns.  S 

Charles  Stewart  Dubow  is  an  editorial  assistant  at 
American  Heritage. 


SHOTGUN  ENGAGEMENTS 

To  arrang^e  a  lesson  at  the  Shooting  School,  or  to 
request  one  of  their  instructional  videos,  write  to: 
Holland  &  Holland  Shooting  School,  Ducks  Hill 
Road,  Northwood,  Middlesex,  England  HA6  2SS. 
The  school  is  easily  accessible  from  London  by  both 
car  and  rail.  Charges  for  a  single  lesson  start  at 
£52  ($85)  per  hour  with  additional  rates  for  car- 
tridges and  clay  birds  used.  One  may  double  up  on 
lessons  as  well  as  purchase  courses  of  six  lessons 
and  gift  vouchers.  Young  shooter's  lessons  begin 
at  £47  ($77).  One  of  the  best  aspects  of  the  school  is 
that  it  provides  corporate  entertainment  in  the 
form  of  morning,  afternoon  and  evening  shoots 
beginning  at  £1 10  ($180)  per  gun  (for  a  minimum 
of  20  g^uns).  the  price  of  which  includes  over-the- 
shoulder  instruction,  cartridges  and  clays.  For 
further  information  contact  Major  Henry  Blosse- 
Lynch,  director  of  the  school.  Telephone:  Oil 
44-71-499441i:  Fax:  Oil  44-71-4994544. 


1U>     FORBES 


FTI 


IMBLEDON 
OLLECTION 

by  RACQUET  CLUB, 


#- 


J 


Approved  by  The     " 
Ml  England  Lawn  Tennis      r      /  /J 
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>  iMia-in  Woolmark  label 
our  asta'anc*  ol  quality 
lad  labfio  mad*  ol  iha 


'GERMAN 
SHORTHAIRED 
POINTER 

Gh.  Charlens 
Surely  You  Jest 

Charlens  Acres 

Charles  and 

Helen  Ingher 

Putnam  Valley,  NY 
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.11  prices 

in  this  story  are 

approximate;  for  store 

information,  see  last 

page.  Wool  Aspen 

jacket,  $595,  and  wool 

cable-knit  sweater, 

$205,  by  Joseph 

Abboud.  Denim  shirt 

by  Alexander  Julian. 

$67.50.  Cotton  pants 

by  Nautica.  $56.  Wool 

socks  by  Barbon^ 
$13.  Chukka  boots  I 
Timberland.  $195! 
Madder  silk  scarf  b 
Coach.  $125.  Her  ' 
suede  parka,  $2,995; 
merino  wool  sweater, 
$495;  and  stretch  stir- 
rup pants,  $475;  by 
Cerruti  1881. 


% 
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PHOTOGRAPHED  BY  MONICA  STEVENSON 


^3^/^.  you've  got  your  oiled  cotton  jacket,  buffalo 
plaids,  and  waterproof  boots.  But  aren't  you  forgetting 
something?  Out  there  in  the  field,  you're  naked- 
naked-without  a  dog.  He  may  be  man's  best  friend,  but 
he's  also  the  essential  outdoors  accessory.  What  to  wear 
with  green  rubber  waders?  May  we  suggest  something  in 
a  golden  retriever?  With  the  houndstooth?  The  German 
shorthaired  pointer,  we  think.  This  fall,  put  on  the  dog. 
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LABRADOR 
RETRIEVER 


Second  Sight 

SCAI.A 

Guide  Dog 

FOf  NDAriO.X  FOH 

THE  Bund/ 
Dog  Sponsorship 

PROGRjIM 

Smithtown,  NY 
800-548-4337 
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ool  Man- 
chester jacket,  $295, 
and  reversed  lambskin 
gloves,  $85,  by  Brooks 
Brothers.  Denim  jacket 

by  Lee  Jeans.  $45. 
Heavy  cotton  shirt  by 

Timberland.  $90. 
Brushed  cotton  twill 

pants  by  Nigel 
Cabourn.  $104.  Woven 

leather  belt  by     t^ 
Timberland.  $52.  Field 

&  Country  rubber 
boots  by  Barbour.  $74. 
Her  cotton  field  jack- 
et, $150,  and  wool  i 
wrap  skirt,  $68,li( 
Woolrich.  Cotton/ 

Lycra  long- 
sleeved  catsuit  by 
Tapemeasure.  $51. 
Minibag,  $70,  belt, 
$46,  and  madder 
silk  scarf,  $125,  by 
Coach. 
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GOLDEN 
RETRIEVER 

Pkpperhili/s 
No  L(X)SE  Ends 

"LlCY" 
PF.PPEKHn.LS 

KE.whis  Reg. 
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Juffalo 
plaid  wool  jacket  (on 
seat)  by  Woolrich. 
$80.  Super  Tak-L-Pak 

fishing  vest,  $72, 

and  HLS  Cutthroat  9' 

rod  with  Battenkill 

5/6  reel  and  line, 

$435,  by  Orvis. 

Fair  Isle  wool  sweater 

by  Brooks  Brothers. 

$195.  Orange 

corduroy  shirt  by 

Calvin  Klein.  $70. 

PVC  chest  waders  by 

Barbour.  $210. 
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SPRINCOb 
SPANIEL  ^ 

Ch.  Kikwln 

Boxcar  Willih 

CD. 

Kathryn  KirkI 
Kirwin  Springers 

m-HHumo 


axed 

cotton  f  acker  coat 

by  C.C.  telson.  $212. 

Cotton/rkyon  camp 

shirt  by  Greif  s  Gray's 

by  Gary  Wasserman. 

$97.50.  Mai>^  Guide 

shooting  vest\  $69, 


L.L.  Bean.  Grey  lvool 

pants  by  WooJrich. 

$68.  "Supe^ot"  by 

Timberland.  $230. 

Stainless  steel  Spee^- 

master  Professioj^r\ 

watch  by  Omega.  H 

$1,500.  Yakima  camp' 
blanket  by  Pendleton, ' 
$44.  Waterfowler/ 

Sporting  Clays  Over- 

and-Under  shotgun  by 
Orvis.  $2,850. 
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SETTER 

Ch.  c:harlens 
Khrri  Kiixene 

Charlfs  Acres 
Charles  and 
Helen  Ingher 

Putnam  \  alley.  W 


_  eaufort" 
thornproof  oilcloth 
coat  by  Barbour. 
$320.  Poplin  hunting 
vest  by  C.C.  Filson. 
$106.  Handknit  cotton 
sweater  by  The  Gap. 
$95.  Royal  Stewart 
wool  scarf  by  Brooks 
Brothers.  $40.  Cotton 
twill  pants  by  Ruff 
Hewn.  $75.  Wool 
melton  cap  by 
Pendleton.  $11.25. 
Gokey  Snakeproof 
boots  by  Orvis.  $375. 
Her  shearling  coat, 
$1,300;  belt,  $84;  and 
boots,  $188;  by 
Timberland.  Stretch 
top,  $130,  and  stirrup 
pants,  $108, 
by  Bettina  Riedel. 
Madder  silk  scarf  by 
Coach.  $125. 


FORBES    123 


^WEIMARilNER 

Cif.  Norma  \'s 
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canvas  jacket  with 
mouton  collar,  $575; 

wool  sweater, 

$395;  cordnroy  shirt, 

$97.50;  and  corduroy 

pants,  $77.50;  by  Polo 

by  Ralph  Lauren. 

Boots  by  Ralph 

Lauren  Footwear. 

Socks  by  Ralph 

Lauren  Hosiery.  $13. 

Her  wool  gabardine 

greatcoat  with 
mouton  collar,  $1,900; 

black  cotton/wool 
turtleneck,  $175;  and 
black  wool-blend 
trail  pants,  $195; 
by  Ralph  Lauren      j 
Country.  Black  leatheK^ 
gloves  and  boots  by/^ 
Ralph  Lauren.    Jr% 
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BRITTANY 

Ch.  Briz/onk's 
Son  Kisskd 

Michael  and 

Lisa  Bnizzone 

Toms  River,  SJ 

90S-244-042 1 


eerskin 
parka  by  Calvin  Klein. 
$1,000.  Rayon  hombre 
plaid  shirt  by  Ruff 
Hewn.  $75.  Cotton 
long-sleeved  T-shirt 
by  Banana  Republic. 
$26.  Easy-fit  jeans  by 
Calvin  Klein.  $56. 
Handwoven  braided 
belt  by  Coach.  $72. 
Wool  socks  by  Ralph 
Lauren  Hosiery.  $13. 
Gore-tex  thinsulate- 
lined  ankle  boots  by 
H.H.  Brown.  $175. 
Thornproof  hunting 
cap  by  Barbour.  $32. 

Chronograph  with 

leather  strap  by  Swiss 

Army  Brand.  $700. 
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POINTER 

Gh.  Li  ft.nask 

Albkiarm 
Mr.  Bf-ntih'^ 

H0\()R.\'S 

Kf:\.\hi..s 
Glen  Wild.  NY 
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cowhide  jacket  with 

steerhide  collar 
by  Schott  NYC.  $250. 
Natural  tweed  zip- 
front  cardigan 
by  Pendleton.  $82.50. 
Cotton  T-shirt  by 
*    Calvin  Klein.  $32. 
Cotton  shirt  by 
Nautica.  $56.  Brushed 
cotton  twill  pants  by 

Izod.  $55.  Leather 

belt  by  Joseph  Abboud. 

$85.  12"  Maine 

Banting  Shoes  by 

L.L.  Bean.  $79. 

Pigskin  gloves  by 

Ermenegildo  Zegna. 

$200.  Madder  silk 

scarf  by  Coach.  $125. 

PRX  Automatic  watch 

by  Tissot.  $725.  i? 
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FASHIONABLE 


LABRADOR 
RETRIEVER 

The  Lab's  origins  are  in 
Newfoundland — not 
Labrador — where  he 
fetched  rope  from  ship  to 
shore  for  seamen  who 
watched  his  work  and 
were  impressed  by  his 
strength,  his  swimming 
ability  and,  above  all 
else,  his  drive.  The  dog 
loved,  in  equal  mea- 


sure, to  work  and  to  please 
his  master.  In  the  1820s, 
the  Lab's  ancestors  made 
it  back  to  the  British 
Isles  where  the  second 
Earl  of  Malmesbury  be- 
gan to  breed  them  for 
sport.  A  peerless  re- 
triever of  waterfowl,  and  a 
fine  flushing  dog  on 
pheasant  and  other  up- 
land species,  the  Lab's 
greatest  virtue  is,  perhaps, 
as  a  companion.  When 
he  is  on  the  job,  the  Lab 
turns  in  an  honest  day's 
work.  When  he  is  off  duty, 
the  Lab  seems  to  feel  a 
need  to  keep  people 
amused.  He  will  chase 


DOGS 


and  fetch  anything  for  as 
long  as  anyone  is  willing 
to  throw  it.  He  will  play 
with  children  until  they 
get  tired.  He  will  eat  or 
hide  anything  that  isn't 
nailed  down.  He  has  an 
absolute  genius  for 
stunts.  There  is  not  a 
heart  so  cold  (save  that 
ofW.C.  Fields)  that  a  Lab 
could  not  warm  it. 
(Contact:  Christopher 
Wincek,  Labrador  Retriever 
Club  Of  America,  Char- 
don,  OH.  216-621-8700.) 


BRITTANY 

The  Brittany  is  a  small 
dog,  almost  furtive,  as  the 
hunting  breeds  go.  He 
was  known  by  some  of  his 
original  French  owners 
as  "the  poacher's  dog," 
because  he  was  good  for 
getting  a  brace  of  some 
nobleman's  grouse  and 


then  getting  off  the  estate 
before  the  law  arrived. 
Inevitable,  then,  that  the 
breed  should  make  its 
wav  to  America.  In  the 


New  World,  however, 
the  Brittany  has  become  a 
solid,  middle-class  citi- 
zen, the  pointing  dog  of 
choice  for  the  hunter 
whose  field  dog  must 
double  as  a  pet.  The 
Brit  is  fine  in  the  house, 
with  kids,  and  when 
seen  doing  domestic  duty 
seems  almost  too  much 
of  a  sissy  for  field  work. 
But  in  a  New  England 
grouse  covert  the  dog  is  all 
heart  and  all  business. 
(Contact:  Velma  Tiedeman, 
American  Brittany  Club, 
Omaha,  NE.  402-553-5538.) 


GERMAN 

SHORTHAIRED 

POINTER 

The  shorthaired  was 
developed  to  do  every- 
thing a  good  German 
dog  should  do  except, 
perhaps,  invade  Poland. 
It  hunted  large  and  small 
game.  Trailed,  re- 
trieved and  pointed.  At 
one  time,  it  probably 
could  clean  a  shotgun  and 
cook  hasenpfeffer.  Nat- 
urally, it  thrived  on  disci- 
pline. In  the  U.S.,  the 
dog  is  ideal  for  the  upland 
hunter — of,  say,  pheas- 
ant— who  wants  a  dog 
that  is  both  good  in  the 
house  and  strong  in  the 
field,  suitable  for  close 
hunting  but  able  to  range. 


By 

GEorrREY 
Norman 


A  dog  that  will  retrieve 
and,  when  necessary,  trail 
game.  A  dog  that  is  smart 
and  loyal  and  does  not 
require  a  lot  of  special- 
ized, sensitive  training. 
The  shorthaired  is  the  su- 
premely practical  breed. 
(Contact:  Geraldine  Irwin, 
German  Shorthaired  Pointer 
Club  Of  America,  Englewood, 
CO.  303-  781-1995.) 


POINTER 

Though  the  breed  was 
developed  in  England 
and  was,  once  upon  a 
time,  called  the  English 
Pointer,  there  is  no 
more  purely  American 
hunting  breed.  Some 
three  or  four  centuries  ago 
there  was  a  cross  be- 
tween a  Spanish  pointer 
and  some  kind  of  fox 
hound,  and  the  pointer 
characteristics  abide. 
This  dog  loves  to  hunt 
and  to  run.  One  often 
hears  a  pointer  described 
as  a  "big  running  dog," 
which  means  he  hits  the 
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ground  and  heads  for 
the  county  Hne.  He  is  the 
dog  of  choice  on  the 
Southern  quail  planta- 
tions, where  the  hunt- 
ing is  done  off  horseback, 
jeep  or  mule  wagon, 
which  is  the  only  way  to  a) 
cover  the  ground  and  b) 
keep  up  with  the  dogs. 
The  pointer  is  not  much 
for  demonstrations  of  af- 
fection and  the  social 
graces.  Pointers  take  a  lot 
of  training  and  a  lot  of 
handling  (they  say  you 
need  a  two-by-four  to 
get  a  pointer's  attention), 
but  the  boys  who  hunt 
them,  down  in  the  pine 


trees  and  broom  weed, 
feel  for  them  the  kind  of 
affection  a  rancher 
would  feel  for  a  good  cut- 
ting horse.  Probably  no 
other  living  thing  so  pure- 
ly expresses  the  hunt- 
ing urge. 

(Contact:  Fran  Johnson, 
American  Pointer  Club,  Flo- 
ral City,  FL.  904-344- 
9785.) 


GOLDEN 
RETRIEVER 

Developed  by  Lord 
Tweedmouth  as  a  cross 
between  the  off-colored 
pups  (called  "sports")  of 
flat-coated  retric  vers 
and  Tweedwatcr  span- 
iels— not  from  Russian 
Trackers  as  legend  would 


have  it.  The  golden  re- 
triever is  one  of  the  most 
popular  breeds  in  the 
world  today,  as  a  show 
dog,  a  pet  and  obedi- 
ence dog,  and  as  a  field 
dog.  While  the  Lab  is 
vastly  more  popular 
among  sportsmen,  the 
golden  is  every  bit  as  good 
in  the  field  and  quite 
close  in  the  water.  Less 
exuberant  than  the  Lab, 
the  golden  is  more  seri- 
ous. More  inclined  to 
give  its  loyalty  to  a  single 
owner  or  family.  Matter 
of  one's  dignity,  you  see. 
What  you'd  expect, 
Scottish  ancestry  and  all. 
(Contact:  Linda  Atwell, 
Golden  Retriever  Club  Of 
America,  Albuquerque, 
NM.  505-821-9471.) 


WEIMARANER 

The  weimaraner  was 
developed  at  the  Court  of 
Weimar  in  the  19th  cen- 
tury and  trained,  with 
German  thoroughness, 
to  do  it  all.  Everything 
from  trailing  wounded 
stag  to  pointing  birds. 
That  kind  of  pressure  to 
perform  produced  a  tem- 
perament thar  was  not 
tough,  as  you  might  ex- 
pect, but  sensitive.  The 
weimaraner  is  a  high- 
strung  dog  that  rc(|uircs 
a  lot  of  attention  and  af- 
fection, and  tends  not  to 


transfer  its  loyalty  easily. 
It  is  a  one-man  or,  cer- 
tainly, a  one-family  dog. 
And  when  things  go 
wrong,  it  can  be  a  bad  ac- 
tor. Which  many  of  the 
Americans  who  bought 
the  dog  after  World  War 
II,  hearing  of  its  remark- 
able versatility,  discov- 
ered to  their  woe.  Now, 
with  time,  people  have 
begun  to  rediscover  the 
undeniable  virtues  of 
the  breed,  likely  the  most 
intelligent  of  all  the 
pointing  dogs  as  well  as 
the  most  loyal. 
(Contact:  Dorothy  Derr, 
Weimaraner  Club  Of  Ameri- 
ca, Nashville,  TN.  615- 
832-9115.) 


GORDON 
SETTER 

Larger  than  the  English 
or  Irish  setter,  the  Gordon 
is  a  methodical,  patient, 
slow-working  pointing 
dog  ideal  for  small  areas 
with  tightly  holding  birds. 
For  hunters  less  inter- 
ested in  a  flashy  show 
than  a  thorough  job,  the 
Gordon  delivered.  The 
breed  was  developed  by 
the  fourth  Duke  of  Gor- 
don at  his  estate  in  the 
Scottish  highlands.  It  is  a 
ver>'  intelligent,  in- 
tensely loyal,  and  some- 
what c|uict  dog.  .A  gen- 
tleman. 


(Contact:  Phyllis  Tew, 
Gordon  Setter  Club  Of 
America,  Englewood,  CO. 
303-773-2383.) 


ENGLISH 

SPRINGER 

SPANIEL 

The  springer  is  a  small, 
tightly  wrapped  dog. 
Highly  active,  but  trac- 
table, the  springer  is  a  fine 
retriever  and  is  often  re- 
ferred to  as  the  ultimate 
pheasant  dog.  The 
springer  loves  the  work 
and  will  sit,  quivering, 
while  the  hunters  dis- 
mount, load  and  walk  in 
on  the  pointed  birds.  In  a 
cut  over  wheat  field,  on 
pheasant,  the  dog  is  active 
but  close-working,  good 
at  making  the  birds  flush 
while  keeping  them  in 
range.  Springers  make 
good  pets,  stout  field 
dogs,  and  look  wonderful 
at  a  tailgate  part\ . 


(Contact:  Mane  .Xndersfn, 
F.nglish  Sprintyr  Field  Tri- 
al A.<sn.,  .\uburH.  \\'.\. 
206-8,^9-7937.)  m 
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GERMAN  SHORTHAIRED 
UNTER:  Jacket  and  sweater  by  Joseph 
\boud:  jacket  at  The  Hub,  Raleigh,  NC; 
(ark  Justin,  Aspen;  and  Bloomingdale's, 
(ew  York;  sweater  at  Macy's,  San  Fran- 
sco;  Britches  of  Georgetown,  Washing- 
^n,  DC;  and  John's  &  Co.,  Phoenix.  Shirt 
Alexander  Julian:  Frank  Stella,  New 
jrk;  Franklin's,  Phoenix;  and  Gary's, 
iJewport  Beach,  CA.  Pants  by  Nautica: 
Lautica  Stores,  New  York  and  Newport 
leach,  CA;  Kaufman's,  Pittsburgh;  and 
lacy's  Northeast  stores.  Boots  by  Timber- 
2nd:  Timberland  stores  in  Newport,  RI; 
Annapolis,  MD;  Sausalito,  CA;  Boston; 
[nd  Washington,  DC.  Socks  by  Barbour. 
)rvis,  New  York;  and  Swaine  Adeney, 
ian  Francisco.  Scarf  by  Coach:  Coach 
[stores  nationwide.  Her  parka  and  sweater  by 
'^erruti  1881:  V.I. P.  Boutique,  Los  Ange- 
|es.  Stirrup  pants:  Lina  Lee,  Beverly  Hills; 
ind  Harriet  Kassman,  Washington,  DC. 
.ABRADOR  RETRIEVER:  Jacket 
ind  gloves  by  Brooks  Brothers:  to  order,  or 
Ifor  stores  in  your  area,  call  800-274-1816. 
Wenim  jacket  by  Lee  Jeans:  Belk's  stores 
[nationwide.  Shirt  and  belt  by  Timberland: 
(Timberland  stores  nationwide.  Pants  by 
\Nigel  Caboum:  Louis,  Boston;  and  Rosey 
(jekes,  Hanover,  NH.  Boots  by  Barbour. 
Britches  of  Georgetown,  Herndon,  VA; 
Legend  Outfitters,  Conroe,  TX;  and  A.B. 
Bilzerian,  Boston.  Her  jacket  and  skirt  by 
Woolrich:  for  stores  in  your  area,  call 
800-962-8974.  Bodysuit  by  Tapemeasure: 
Saks  Fifth  Avenue,  Macy's,  and  Bloom- 
ingdale's stores  nationwide.  Bag  and  scarf 
by  Coach:  Coach  stores  nationwide. 
GOLDEN  RETRIEVER:  Jacket  by 
Woolrich:  for  stores  in  your  area,  call 
800-962-8974.  Sweater  by  Brooks  Brothers: 
to  order,  or  for  stores  in  your  area,  call 
800-274-1816.  Shirt  by  Calvin  Klein:  \. 
Magnin,  Chicago;  Macy's  Northeast;  and 
all  Calvin  Klein  stores.  Waders  by  Barbour. 
Hunter  Bradlee  Co.,  Dallas;  and  Swaine 
Adeney,  San  Francisco.  Vest,  rod  and  reel  by 
Orvis:  Orvis,  New  York,  Philadelphia,  and 
Boston.  ENGLISH  SPRINGER 
SPANIEL:  Jacket  by  C.C.  Filson:  To 
order,  or  for  stores  in  your  area,  call 
800-624-0201.  Vest  and  gloves  by  L.L.  Bean: 
to  order,  call  800-221-4221.  Shirt  by  Greifs 
Gray's:  Nordstrom,  Oakbrook,  IL;  Gary's 
&  Co.,  Marina  Del  Rey,  CA;  and  J.P.  Poll, 
West  Hartford,  CT.  Pants  by  Woolrich:  for 
stores  in  your  area,  call  800-962-8974. 
Boots  by  Timberland:  Timberland  stores 
nationwide.  Watch  by  Omega:  Tourneau, 
New  York;  Ben  Bridge,  Seattle;  and  May- 
ors, Miami.  Blanket  by  Pendleton: 
Mattawan,  New  York;  and  Pendleton 
Specialty  Stores  nationwide.  Gun  by  Orvis: 
Orvis,  New  York,  Philadelphia,  and  Bos- 
ton. GORDON   SETTER:  Jacket  h 


Barbour.  Orvis,  New  York;  A.B.  Bilzerian, 
Boston;  and  Rowbottoms  &  Willoughby, 
Chicago.  Vest  by  C.C.  Filson:  To  order,  or 
for  stores  in  your  area,  call  800-624-0201. 
Sweater  by  The  Gap:  The  Gap  stores  nation- 
wide. Pants  by  Ruff  Hewn:  Lord  &  Taylor, 
New  York;  Belk's,  Morrisville,  NC;  and 
Parisian,  Birmingham,  AL.  Scarf  by  Brooks 
Brothers:  to  order,  or  for  stores  in  your  area, 
call  800-274-1816.  Cap  by  Pendleton:  Pen- 
dleton Specialty  Stores  nationwide.  Boots 
by  Orvis:  to  order,  call  800-541-3541.  Her 
coat,  belt,  and  boots  by  Timberland:  Timber- 
land stores  nationwide.  Top  and  pants  by 
Bettina  Riedel:  The  Cage,  Virginia  Beach; 
B.  Barnett,  Little  Rock;  and  Blooming 
dale's  stores  nationwide.  Scarf  by  Coach: 
Coach  stores  nationwide.  WEIMARA- 
NER:  Jacket.  Polo/Ralph  Lauren,  New 
York  and  Greenwich,  CT.  Sweater.  Polo/ 
Ralph  Lauren,  Chicago  and  Philadelphia. 
Shirt.  Polo/Ralph  Lauren,  Beverly  Hills 
and  Santa  Barbara.  Pants:  Polo/Ralph 
Lauren,  New  York;  and  the  Polo  Country 
Store,  East  Hampton,  NY.  Her  jacket,  turtle- 
neck,  and  pants:  Polo/Ralph  Lauren,  New 
York,  Dallas,  and  Birmingham,  MI. 
BRITTANY:  Parka  and  jeans  by  Calvin 
Klein:  Parka  at  L  Magnin,  Chicago;  jeans  at 
Lord  &  Taylor,  New  York;  both  at  Macy's 
Northeast.  Shirt  by  Ruff  Hewn:  Nordstrom, 
Los  Angeles;  Banbury  Cross,  New  York; 
and  Hartmarx,  Columbus.  T-shirt  by  Ba- 
nana Republic.  Banana  Republic  stores 
nationwide.  Boots  by  H .H .  Brown:  Paragon, 
New  York;  and  Nordstrom,  and  Johnston 
&  Murphy  stores  nationwide.  Socks  by 
Ralph  Lauren  Hosiery:  Barneys,  New  York; 
Neiman  Marcus,  Dallas;  and  Mark  Shale, 
Chicago.  Cap  by  Barbour.  Hunter  Bradlee 
Co.,  Dallas;  Rowbottoms  &  Willoughby, 
Chicago;  Orvis,  New  York.  Belt  by  Coach: 
Coach  stores  nationwide.  Watch  by  Swiss 
Army  Brand:  Saks  Fifth  Avenue  stores 
nationwide.  POINTER:  Jacket  by  Schott 
NYC:  59th  Street  Menswear,  New  York; 
Palais  des  Modes,  Los  Angeles;  and  Kit- 
tery  Trading  Post,  Kittery,  ME.  Cardigan 
by  Pendleton:  Frederick  and  Nelson,  Seat- 
tle; Kline  Bros.,  Wisconsin  Rapids,  WI; 
and  Pendleton  Specialty  Stores  nation- 
wide. T-shirt  by  Calvin  Klein:  Calvin  Klein 
Stores  in  Dallas;  Chestnut  Hill,  MA;  and 
Costa  Mesa,  CA.  Shirt  by  Nautica:  L.S. 
Ayres,  Indianapolis;  and  G.  Fox,  Hartford, 
CT.  Pants  by  Izod:  Dayton's,  Chicago;  Belt 
by  Joseph  Abboud:  Joseph  Abboud,  Boston; 
and  Saks  Fifth  Avenue,  New  York.  Boots  by 
L.L.  Bean:  to  order,  call  800-221-4221. 
Gloves  by  h'.rmenegildo  '/^gna:  Ultimo,  (>hi- 
cago;  Louis,  Boston;  and  Ermenegildo 
Zegna,  New  York.  Scarf  by  Coach:  Coach 
stores  nationwide.  Watch  by  Tissot  Marshall 
Field's,  Chicago;  Macy's  and  Blof)ming- 
dale's  stores  nationwide. 


Eight 

simple 

steps 

to  better 

tieaitlt. 


Biceps 


Abdominals 


Develop  a  more  toned  and  youthful  looking 
Ixxiy  with  the  Nordic  Fitne.s.s  Chair  Basic  8 
exercise  program.  Fifteen  minutes  every 
other  day  is  all  it  takes  for  Ix'tter  health. 
Look  and  feel  better  than  you  have  in  years 
Call  now.  Try  the  Nordic  Fitne.ss  Chair"  at 
home  for  30  days.  It's  brought  to  you  by 
NordicTrack*.  a  name  you've  grown  to  trust 
in  fitness. 

NordicFitnessChair 

from  NordicTrack 


FREE  Video 

and  Brochure 

i-800-848-7786 

Ext.  82311 
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Imost  2,400  miles 
southwest  of  San 
Francisco,  Hawaii  is 
the  most  isolated  land 
mass  in  the  world.  But  30-plus  years 
into  the  Jet  Age,  it's  hardly  off  the 
beaten  path.  Last  year  just  under  seven 
million  people  visited  the  Aloha  State. 
Yet  no  matter  how  many  times  you've 
been  there,  Hawaii  surprises. 

When  most  people  think  of 
Hawaii,  they  think  of  beautifiil  beaches 
and  gigantic,  white-capped  waves. 
That's  certainly  understandable.  With 
283  beaches  to  choose  from,  Hawaii 
offers  a  real  taste  of  paradise.  But 
Hawaii  is  much  more  than  beautifiil 
beaches,  as  even  first-time  visitors  can 
discover. 

EXPERIENCING  PARADISE 

Adventures  and  surprises  await 
visitors  on  each  island.  On  Maui,  for 
example,  start  your  morning  bicycling 
down  Halcakala,  an  extinct  volcano. 
Then  spend  a  brce/y  afternoon  wind- 
surfing on  some  of  the  best  waters  in 
the  world. 


Surfing  championships  and  golf 
tournaments  are  abundant,  but  did 
you  know  Hawaii  hosts  a  rodeo  and  a 
downhill  ski  race?  The  latter  is  held  in 
March  on  the  slopes  of  Mauna  Kea,  a 
13,000-foot  volcano  on  the  Big 
Island.  If  you're  a  football  fan,  make 
plans  to  watch  the  Hula  Bowl,  the 
collegiate  all-star  game.  For  local 
flavor,  visit  the  ukelele  and  cherr}' 
blossom  festivals. 

HAWAIIAN  FOOD: 

A  FEAST  FOR  THE  EYES 

AND  PALATE 

Hawaii's  unique  cultural  and 
ethnic  mix  means  you  can  sample  just 
about  any  kind  of  food  you 
want,  from  gourmet  French 
and  Italian  to  local 
Hawaiian  plate  lunches 
of  teriyaki  beef  or  roast 
pork  with  scoops  of  rice 
and  macaroni  salad 
dished  up  at  drive-ins  and 
lunch  wagt)ns.  If  you  fancy 
Asian  food,  Hawaii  has  it  all:  sushi 
bars,  Korean  barbecue,  Vietnamese 


■^        SL'iitijj  in         < 
H  awn  Hi' 

Onhii:  \tuih 
Morr  'Itiau  Wnikiki 

'IIm'  "Forbidden 
Island" 

Ihc  World's  Ijujiift 
Cattle  Ranch 


noodle  shops  and  excellent  Thai  and 
Chinese  restaurants. 

It  pays  to  be  adventurous.  While 
drinng  around  Oahu  or  the  Neighbor 
Islands,  stop  and  sample  the  local 
Hawaiian  favorites.  One  is  huli  huli 
(barbecued)  chicken.  You  won't  find 
this  at  a  restaurant  —  it's  usually 
ser\'ed  up  on  the  weekends  in 
supermarket  parking  lots.  Look  for 
the  clouds  of  smoke  billowing  from 
portable  barbecue  pits.  Stop  by  a 
roadside  stand  selling  fresh  cooked 
com,  or,  if  you're  thirst\-,  tn*  a  "shave 
ice,"  Hawaii's  equivalent  of  a  snow 
cone.  All  is  fresh  and  truly  delicious! 

EXPLORING  OAHU 

Oahu,  Hawaiian  fbr 
'the  gathering  place," 
is  the  sratc's  most 
populated  island,  with 
approximately  800,000 
residents.  Most  xisiiors 
don't  rcali/c  that  the  island 
__  of  Oahu  is  much  more  than 

Waikiki  and  Pcari  Hartxir,  and 
unft>rtunatelv  that's  about  all  the 
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lie  eye  travels  from  softly  rolling  cliffs,  over 
analei  Bay  and  to  craggy  Bali  Hai.  Tliis 
Lould  only  te  one  place  in  tlie  world.  45 
holes  of  incomparatle  golf.  TKe  Lrand-new, 
ultra-luxurious  Princeville  Hotel.  Secluded 
LeacKes   and  every  water  sport  known  to 


man.  Nature's  abundance  is  everywhere. 
True,  you  won't  want  to  leave,  Lut  that's 
all  rigkt.  If  your  keart  is  kere,  tke  rest  of 
you  may  as  well  stay,  too.  Princeville  Resort. 
You  cannot  remain  unckanged  ky  tke 
experience. 


Princeville  Resort 
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exploring  many  people  do  on  the  island. 

Honolulu  is  one  of  Oahu's 
greatest  attractions  and  offers  visitors  a 
rich  assortment  of  Hawaiian  culture 
and  history.  The  state  capital, 
Honolulu  is  becoming  a  business 
center  for  the  Pacific  Basin.  More  and 
more  companies  are  setting  up  offices 
in  Honolulu  as  the  Pacific  link  for 
doing  business  in  both  the  U.S.  and 
major  Asian  centers  such  as  Tokyo, 
Singapore  and  Hong  Kong. 

Although  there  is  certainly  no 
shortage  of  hotels  all  over  Oahu, 
discriminating  travelers  have  chosen 
the  exclusive  Halekulani  Hotel  in 
Honolulu  for  over  84  years.  Its  fine 
dining  room,  l>a  Mer,  is  considered 
one  of  Honolulu's  best. 

Hawaii's  surprisingly  colorftil 
history  is  as  close  as  downtown 
Honolulu.  Make  sure  you  spend  a 
couple  of  hours  visiting  the  beautifiilly 
restored  lolani  Palace,  home  to 
Hawaii's  last  king.  King  Kalakaua.  See 
how  the  early  missionaries  lived  by 
visiting  the  nearby  Mission  Houses 
museum.  Today  much  of  Hawaii's 
most  valuable  land  is  still  owned  by 
descendants  of  the  original  missionary 
families,  like  the  Baldwins,  the 
Campbells  and  the  Cookcs.  Hawaiians 
joke  that  the  missionaries  "came  to  do 
good"  and  "ended  up  doing  well." 


Honolulu  boasts  one  of  the 
country's  loveliest  downtowns  —  with 
its  sprawling  parks  and  distinct 
architectural  sites,  such  as  the 
restored  turn-of-the- 
century  buildings  on 
Merchant  Street  or 
the  glass  high  rises 
on  Bishop  Street, 
Honolulu's  major 
financial  center. 

The  Territorial 
Office  Building  across 
the  street  fi^om  lolani 
Palace  is  a  perfect  example  of 
Hawaiian  architecture  of  the  early 
1900s.  Situated  together  within  a  few 
blocks  are  the  old  headquarters 
of  Hawaii's  "Big  Five" 
companies.  The  Alexander  & 
Baldwin  Building,  completed  in 
1929,  has  Chinese  influence,  a 
traditional  Hawaiian  roof  and  tile 
murals.  A  Mediterranean  style 
can  be  seen  in  C  .  Brewer  and 
Co.'s  headquarters,  built  in  the 
1930s.  The  Aloha  Tower,  built 
in  1921,  greeted  passengers  who 
sailed  to  the  islands  aboard  the 
luxurious  Matson  steamships. 
The  10-story  tower  was 
Honolulu's  tallest  building  for 
years. 

Honolulu  also  oftcrs  \i.sitors 


three  fine  museums:  the  Bishop 
Museum,  the  Honolulu  Academy  of 
Arts  and  the  Contemporary  MuseunLi 
Its  symphony  orchestra  and  concert 
hall  rival  many  on  the  U.S.  mainland. 
Honolulu  is  home  to  one  of  the 
country's  most  accessible  Chinatowns. 
"Chinatown"  is  actually  a  misnomer 
since  the  area,  just  west  of  Bishop  Street, 
is  the  commercial  center  for  Hawaii's 
Chinese,  Filipino,  native  Hawaiian, 
Vietnamese  and  Thai  communities. 
Chinatown's  wide  streets  arc  lined 
with  lei  shops,  noodle  factories,  open 
air  markets,  acupuncture  clinics  and 
herbalists. 

Few  visitors  get  to  the  windwarc 
side  of  Oahu,  on  the  north  side  of  thi 
razor-sharp  Koolau  mountain  range. 
Don't  let  it  slip  by.  It  has  one 
of  the  state's  prettiest 
and  finest  swimming 
beaches.  Kailua 
Beach's  pure 
white  sand  and 
aquamarine  waters 
attract  people  fi-om 
all  over  the  island, 
and  it's  only  20 
minutes  fi-om  dowTitown 
Honolulu.  A  few  miles  down 
the  road  is  Makapuu  Point,  offirring 
one  of  the  state's  most  dramatic  views. 


INSPIRED.  BY  NATURE 
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Nature  and  imagination  karmoniously  meet 
at  tke  ultra-luxury  Princeville  Hotel.  With 
just  252  rooms  and  suites,  inspired  service  is 
at  tlie  Keart  of  tke  experience.  Watck  tke  sky 
explode  witk  color  at  sunset  in  Tke  Living 
Room  lounge.    Golf  witk   nature  as   your 


partner.  And  always  tkere  is  Bali  Hai, 
keckoning  across  Hanalei  Bay.  And  if  you 
are  reluctant  to  leave  tkis  Eden,  stay  for  tke 
invigorating  lifestyle.  Tke  Princeville  Hotel. 
In  a  world  of  creeping  mediocrity  suklime 
excellence. 


Princeville  Hotel 

Princeville  Reswt,  Kauai 

An  ITT  Sher-Mon  Luxury  Hotel 


For  reservations  and  information,  call  your  travel  agent  or  ITT  Skeraton  reservations  at  (800)  325-3536. 
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WORLD-CLASS  RESORTS 

With  more  than  72,000  rooms  on 
six  islands,  Hawaii  offers  a  wide  range 
of  accommodations,  from  intimate  bed 
and  breakfasts  and  rustic  country  inns 
to  world-class  destination  resorts  like 
Mauna  Lani  Resort. 

Situated  on  the  Big  Island  of 
Hawaii  on  the  spectacular  Kohala 
Coast,  the  Mauna  Lani  is  one  of  the 
world's  premier  resorts.  In  less  than  a 


decade,  it  has  built  a 
name  for  itself  with 
the  most  sophisticated 
and  discriminating 
travelers  —  guests  who 
return  again  and  again.  The 
resort's  1 8 -hole  golf  course  is  one 
of  the  world's  most  beautiful 
oceanfront  courses.  Mauna  Lani  has 
been  repeatedly  voted  the  best  golf 
resort  in  America,  and  last  year  it 
hosted  the  PGA  Senior  Skins  Game. 


[ 


SKIING.. .IN  HAWAII?  | 

If  you  can  manage  to  pull  your^ 
away  from  the  Kohala  Coast,  set  your 
sights  on  die  rest  of  die  Big  Island. 
It's  about  the  size  of  Connecticut,  bui 
that's  where  the  similarity  ends.  Its 
4,000-plus  square  miles  provide 
interesting  contrasts  both  in  climate  ■ 
and  scenery  —  from  near  desert  to 
forest,  from  black  lava 
fields  to  rolling  green 
pastures  dotted 
with  grazing 
catde. 

For  natural 
beaut)',  the  Big 
Island  is  hard  to 
beat.  It  has  one 
of  the  world's 
most  active  volcanoes, 
called  Kilauea,  in  Hawaii 
Volcanoes  National  Park.  The  Big 
Island  is  also  home  to  13,796-foot-    m 
high  Mauna  Kea,  the  world's  highest 
mountain  as  measured  from  its  base. 
The  summit  of  Mauna  Kea  mav 


Anmld Palnui;  PGA,  Hujhktids Cmosf  Ihupui 


CMyRarvk.  I  IMA.  WaiLvhn  lim  I'mfixfunuil 


I^tnjoichm.  P(.iA.  Ildunoi  i<mr  Pttfissuml 


How  Good  Is  Waikoloa?  Just  Ask  Your  A\'eraor  Golfer. 

If  vou  think  theirs  iiorliitic.nrr.iin-ulv^iir  Arnr^l,^  r;r.,j.,.,.,. J      r^ .1 L- I       ■'        ■       .  Lj 


If  you  think  there's  nothing  .neragc  about  Arnold,  Cindv  and 
I'etei;  wait  until  you  see  Waikoloa. 

The  spcctaeu'lar  new  Kings'  Cxnirsc,  ercatcd  b\  Tom  Wciskt)pt 
and  Jay  Mornsli,  is  7,064  \'ards  of  golfing  heaven,  assuming  vou 
can  avoid  some  partieularK'  hellish  obstacles. 

The  Beach  Course,  designed  h\  Rt)bert  Trent  lones,  Jr.,  is  an 
Hawaiian  classic,  sumninded  with  splashes  of  black  lava  and 
blue  (Kean. 

And  coming  soon  is  th 


Course,  a  ba\uhtaking  Scottish-st\ic  nustcrpitvc. 

Rut,  Waikolcxi  isn't  just  aKnit  inca-dible,  non-stop  sj^lf 
1  here's  also  a  choice  of  great  accommixlations.  a  s}vaacular 

IxMch,  wiMidcrtlil  tennis,  shopping,  dining  and  danong,  all  sur- 

R>unded  h  the  k\uit\  and  histon  o(  the  Rig  l.sland,'ai5:uabl\ 

H.iw.iu's  sunniest,  nuvst  scenic  s[>n, 

S<\  if  vou  realK  want  to  know  hin\  gixxJ  Uaikoku  i.s  just  call 

one  of  the  luimkrs  klow.  And  .isk  hu  a  rescn-atK>n. 


new  Arnold  Palmer  Highlands      Hyati  Rtmmy  WoMm  m-li>lli4 
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America's 
Secret  Weapon 

he  Hawaii  we  all  know  and  love  is  still  here.  But  there's  another  Hawaii..."America-s 
Secret  Weapon"  in  the  Pacific. 


The  "Other  Hawaii  is  the  business  and  cultural  link  between  East  and  West  a  multi-national 
community  with  world-wide  relationships  based  on  a  history  of  international  trade  and 
unrr^rding...the  capital  of  the  Pacific  for  business,  politics,  research,  education  and  training. 

Companies  like  AT&T,  Prudential  Bache  and  Duty  Free 
Shoppers  have  discovered  Hawaii's  workforce,  communi- 
cations and  international  time-zone  advantages  for 
their  regional  headquarters.  And  more  \i\e 
Verifone,  Intelect  and  Rockwell 
International  are  locating  in 
Hawaii's  state-of-the-art 
hi-tech  parks. 

The  "Other"  Hawaii,  the 
50th  State,  is  uniquely 
positioned  to  be  a  successftil 
base  for  companies  participat- 
ing in  the  economic  century  of 
the  Pacific.  And  the  Chamber  of 
Commerce  of  Hawaii  and  State 
Department  of  Business, 
Economic  Development  and 
Tourism  are  ready  to  help  your 
company  become  a  part  of  this 
exciting  East-West  link  now. 

To  get  a  more 
comprehensive  look  at  our 
"Secret  Weapon,"  contact  Lois 
Faison,  Chamber  of  Commerce 
of  Hawaii,  (808)  522-8816. 

Hawaii  Means  Business 
in  the  Pacific. 


Q 


Chamber  of  Commerce  of  Hawaii  ^^„ ,  ^ 

735  Bishop  Street.  Suite  225,  Honolulu.  Hawaii  96813. 
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soon  be  known  as  the  world's  astronomy 
capital,  with  six  giant  telescopes 
(including  the  world's  largest  optical 
telescope).  No  wonder  scientists  from 
around  the  world  flocked  there  this 
summer  to  observe  the  solar  eclipse.  In 
the  winter,  expert  skiers  can  schuss 
down  the  face  of  snowcapped  Mauna 
Kea  in  the  morning  and  relax  on  the 
beach  or  play  golf  on  the  Kohala  coast 
in  the  afternoon. 

Below  Mauna  Kea  mountain  are 


PRINCEVILLE   HOTEL.    EXTERIOR   AT   NIGHT 


the  rolling  green  pastures  of  the 
224,000-acre  Parker  Ranch.  This  is 
the  country's  largest  privately  owned 
catde  ranch,  still  employing  traditional 
Hawaiian  cowboys  known  as 
"paniolos." 

The  Big  Island  has  a  rich  and 
varied  history.  To  get  a  glimpse  of  the 
"old  Hawaii,"  visit  rustic  Hilo,  on  the 
east  coast.  Hilo  is  the  Big  Island's 
largest  town  and  offers  an  intriguing 
blend  of  frontier  and  colonial 


OUR  NAME  IS  OUR  PROMISE. 
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architecture.  In  two  of  its  churches 
can  still  hear  Hawaiian  hymns  sung 
Sundays. 

A  visit  to  Hilo's  waterfront  is  » 
worth  the  time.  If  you  get  up  carh 
enough  you  can  catch  the  Suisan 
auction.  A  word  of  advice:  Bring  y 
umbrella  to  Hilo,  since  rainfall  x 
nearly  140  inches  a  year. 

After  touring  the  Big  Island, 
swdng  back  up  the  northwest  coast  to 
the  Waikoloa  Beach  Resort.  The 
peaceful  white  sand  beaches,  palm 
trees  and  clear  blue  water  of  Anachof 
Bay  provide  the  perfect  backdrop  for 
relaxing  and  rejuvenating.  Stroll 
around  ancient  fish  ponds  built  by 
early  Hawaiians.  Take  in  a  round  ai 
golf  on  an  emerald  green  course 
etched  in  a  field  of  black  lava  —  like 
the  championship  Beach  Course  and 
the  new  Kings'  Course.  The  Wai 
Beach  Resort  boasts  luxury 
condominiums  and  two  first-class 
hotels  as  well. 

UNSPOILED  LUXURY 

Everyone  who  knows  Hawaii 
a  favorite  island.  For  many  it  is  Kauai 
geologically  the  oldest  of  the  islands 
and  some  say  the  most  beautiful 
and  green,  the  island  is  known  for  its 
beautiful  beaches  and  breathtaking 
scener)'.  Its  nickname,  "the  garden 
isle,"  is  well  deser\'ed.  Kauai's  north 
shore,  rugged  Na  Pali  coasdinc  and 
emerald  green  Hanalei  valley  draw 
visitors  year  after  year.  The  north  coasni 


"HOUSE  BEFITTING  HEAVEN" 


Experience  heaven  on  earth.  On  the  beach  at  Waikiki. 

2199  Kalia  Road,  Honolulu.  Hawaii  96815-1988 

Call  vour  travel  agent  or  toll-free  (800)  ^67-2M^  or  (808)  923-2311 

'^Ihe^JeadtnttHcXrls  oflhe'MbHd  '•"  '\\ip^)  mohls  »  Rtsom^  ^tny^mm 
(800)223-6800  (800)323-7500   '' 
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klers  some  of  the  best  and  most 
[hallenging  hiking  in  the  Islands. 

For  sheer  beauty  and  spectacular 
,icws,  the  Princeville  Resort  is 
mmatched.  This  1,500-acre  resort  is 
in  hour's  drive  from  Kauai's  busding 
resort  center  at  Poipu  Beach.  Far  from 
[the  crowds,  Princeville  is  in  a  class  by 
[itself.  The  hotel  overlooks  Hanalei 
Ray,  the  sheer  sea  cliffs  and  the  deep 
green  mountains  beyond. 


"The  setting  is  what  makes 
Princeville  unique,"  says  Burt 
Tsuchiya,  vice  president  of  resort 
operations  at  Princeville  Corp.  "It's 
difficult  to  imagine  a  fully  integrated 
resort  the  size  and  quality  of 
Princeville  that  can  match 
its  setting."  Princeville 
has  two  award- 
winning  golf 
courses  designed 
by  Robert  Trent 
Jones  Jr.  Many 
duffers  consider  the 
Prince  Course  one  of 
the  most  challenging  in 
the  country.  The  resort's 
luxury  hotel,  the  252-room 
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Princeville  Hotel,  recently  undenvent 
a  $120  million  refiirbishment.  All 
guests  enjoy  24-hour  butier  ser\'ice. 
"We  offer  the  best  manmade  comforts 
in  an  unspoiled  natural  environment," 
says  the  hotel's  general  manager, 
Fred  Matti. 

TAKING  THE 
BACK  ROADS 

If  your  idea  of 
the  perfect  resort 
includes  gondoliers, 
luxury  shopping  and 
a  large  variety 
of  restaurants,  then 
the  Westin  Kauai  at  Kauai 
Lagoons  may  well  be  your 
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PRINCEVILLE    HOTEL.    FRONT    DESK 


Have  You  Forgotten  HowTb  BeImprrssejj? 


Nowhere  else  on  this  earth  will  you  rind  a  resort  and  residential  community  comparable  to 
Mauna  Lani.  It  not  only  reflects  gracious  Hawaiian  luxury  at  its  rinest,  it  deiines  it. 

The  Mauna  Lani  Bay  Hcrtrl  and  Bungalmn  '  Ttw  Ritz-Carlton,  Mauna  Lltn'i '  Ttw  Francit  H.  I'i  Brown  OoK  Counn  '  Tkr  Beach  Clul> '  Tkr  Racqurt  Cluh 
For  information,  call  Alicia  at  (808)  885-6677  •  One  Mauna  Uni  Drivr.  Kokala  Coait.  UlanJ  of  Hawaii  0674) 


^ 
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version  of  paradise.  This  800-acre 
fantasy  resort  offers  guests  carriage 
rides  through  eight  miles  of  winding 
paths.  You  can  take  an  outrigger  canoe 
ride  around  the  50-acre  lake.  Or, 
cruise  around  the  resort's  six  islands 
and  see  kangaroos,  wallabies  and 
gazelles.  The  resort  also  has  one  of 
Hawaii's  largest  swimming  pools. 
After  Oahu,  Hawaii's  second 
most  visited  island  is  Maui.  But  few 
people  take  the  time  to  see  the  real 


Maui.  To  do  that,  drive  through  the 
country  towns  of  Paia  and  Makawao. 
Stop  and  browse  at  one  of  the  old 
Japanese-run  general  stores,  or  visit  an 
active  sugar  mill  that  dates  back  to  the 
last  century. 

After  a  day  spent  exploring  you'll 
appreciate  the  comforts  of  a  fine  hotel 
like  the  Westin  Maui.  Relax  in  one  of 
the  five  multi-level  swimming  pools. 
Take  time  to  enjoy  the  resort's 
extensive  Asian  and  Pacific  art 
collection,  or  just  watch  the  sunset  on 
Kaanapali  Beach. 

THE  OLD  HAWAII 

One  of  Hawaii's  best-kept 
secrets  is  the  tiny  island  of  Molokai. 
This  261 -square-mile  volcanic  divot 
of  rolling  green  hills,  catde  ranches, 
sea  cliflfs  and  waterfalls  is  overiooked 
by  almost  everyone  —  except  Hawaii 
residents.  Only  an  estimated  100,000 
tourists  visited  last  year,  which  is  fine 
with  the  kamaainas  (longtime  Hawaii 
residents)  on  nearby  Oahu.  Molokai 


is  also  preferred  for  what  it  doem't 
have  —  no  chain  stores,  fast-food 
restaurants,  movie  theaters,  traffic 
lights  or  elevators.  The  island's  most 
popular  attraction  is  the  mule  ride 
down  to  Kalaupapa  Settiement  on  the 
island's  north  shore.  The  ride  is 
spectacular,  with  stunning  views  of 
surf  crashing  far  below  the  sheer  ciifS, 
For  another  look  at  Molokai 's  past, 
visit  the  old  plantation  town  of 
Maunaloa  (population  600)  on  the 
island's  dry  western  side. 
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^ffiRE's  Another  Life  WAITING  FOR  Ye 


This  ad  isn't  about  reincarnation. 

It's  about  rejuvenation. 

The  kind  of  absolute  and  total  rejuvenation  only  a 
vacation  in  the  islands  of  Hawaii  can  induce. 

Visit  any  one  of  them,  and  you  can  forget  your  trou- 
bles, forget  your  calling  card  number,  and  find  a  few 


lost  parts  of  yourself 

And  that's  just  the  agenda  for  the  first  morning. 

Later,  you  can  bicycle  down  the  side  of  a  crater 
snorkel  inside  of  one. 

Hike  a  lunar  landscape,  or  soar  through  a  canyc 

Splasli  around  ui  a  waterfall,  or  piaiic  cwr- 
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variety.  All  it  takes  is  a  sense  of                 i 

n  1 

L*~^Jl'.i^BH^d^^Hl'^7T             1 

■  '  : 

■^:^MMM     1 
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think  it  is,"  says  Stanley  Hong,  D 
president  of  the  Hawaii  Visitors  N 
Bureau.  "The  best  way  to  see  and  E 
enjoy  Hawaii  is  from  many  different  I 
angles.  That  way  you'll  experience           1 
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her  subdcties."  Whether  you  visit            | 
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Hawaii  for  the  first  time  or  the  fifth  1 
time,  there's  always  something  new         y 

I 

■''^Jyi^^^ 

and  exciting  to  discover  in  this                 Ij 
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Design:  David  November  &  Cka.  Inc.                         D 

HAWAIIAN    ISLANDS 

^m^ 

■the  forbidden  islands 

no  hotels  —  and  no  jails. 

H        There  are  two  Hawaiian  islands 

Kahoolawe  is  the  only  uninhabited 

^^^fe*^^\ 

H  you  caw^r  visit.  Niihau,  the  72- 

island  of  the  eight  major  islands.  This 

H  square-mile  "Forbidden  Island,"  is 

barren  island  has  been  controlled  and 
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H  privately  owned  by  the  Robinson 

used  by  the  U.S.  Navy  since  the  early 
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H  family.  No  one  is  allowed  there  unless 

1950s  as  a  bombing  range.  Hawaiian 
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H  invited.  Some  250  residents,  mosdy 

activists  are  pushing  for  its  return  to 
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■  pure-blooded  Hawaiians,  live  a  heavily 

state  control. 
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1  agricultural  lifestyle.  There  are  few 

Hawaii  has  many  beautifiil  places 
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11'  modern  conveniences:  no  telephones, 

you  can  visit,  and  offers  tremendous 
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HDking  one. 

Day  by  day  you'll  find  yourself  slipping  further  and 
irther  away  from  the  routine  of  everyday  routines. 

And  closer  to  the  things  inside  your  heart. 

Will  you  be  reborn  in  Hawaii? 

Let's  just  say  you'll  come  back  to  life. 


Send  for  a  free  official  Hawaii  Guidebook.  "E  Komo 
Mai."  Write  Hawaii  Visitors  Bureau,  PO  Box  580004, 
Honolulu.  Hawaii  96838-0004.  Include  your  name 
and  address. 


Come  To  Life  li\i  Hawaii 


01969  HVB 
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Our  resoils  are  for  those  \\iio 
don't  follow  in  anyones  footstep; 
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How  the 


Gate 


WASPS  DON'T  PLAY  many  sports  thesedays, 
except  those — golf,  tennis — which  use  little  balls,  yet 
they  invented  most  of  the  sports  we  watch.  So  the 
traditional  rites  of  sport  are  still  the  legacy  of  haute 
WASPdom.  One  of  these  is  the  football  tailgate. 

Tailgates — a  parking-lot  picnic  shared  by  a  part\  of 
football  fans  before  the  kickoff — began  as  a  practical 
necessirs'.  In  1904,  the  spectators  of  the  25th  Har\ard- 
Yale  football  game  arrived  in  six  special  trains,  consist- 
ing of  54  private  cars.  The  Vice  President-elect  of  the 
I'nited  States,  Charles  W.  Fairbanks,  was  there,  rooting 
for  Vale.  So  was  the  President's  daughter,  Alice  Lee 
Roosevelt,  rooting  for  Harvard.  The  Nefs:  York  Times 
reported  that  "refinement,  culture  and  an  easy  disposi- 
tion were  written"  on  the  faces  of  the  crowd. 

When  these  refined,  cultured  and  easily-disposed 
spectators  got  hungry',  what  could  they  do.''  Have  the 
staff  lay  something  out,  obviously.  But  where.''  (Their 
private  railway  cars  were  parked  back  at  the  train 
station.)  Hence  over  time  the  tailgate,  which  makes  use 
of  a  slightly  more  accessible  surface  space,  evolved. 

What  do  WASPs  eat  off  their  tailgates — and  their 
hoods  and  their  roofs,  if  the  spread  is  ample.''  Tailgate 
food,  like  picnic  food,  covers  a  wide  range,  from  fried 
chicken  picked  up  at  the  drive-in  take-out,  to  nibblies 
from  the  gourmet  deli.  Serving  pieces  and  other  props 
can  var\  in  (jualirv  too,  from  paper  plates  to  napery. 
Keep  in  mind  that  the  standards  of  status  display  have 
changed  since  the  (iilded  Age,  and  what  looked  good  at 
the  1904  Harvard-Yale  game  might  seem  a  tad  vulgar 
today.  The  general  rule  of  thumb  is  that  the  bigger  the 
item,  the  plainer  it  should  be.  Leave  the  Rolls  at  home, 
unless  you  want  to  look  hopelessly  nouveau.  but  by  all 
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means  bring  a  silver  pocket  flask.  Given  the  quality  of 
Iv\  League  football,  a  flask  can  offer  much-needed 
consolation  once  the  game  begins. 

But  the  essential  qualirs  of  the  tailgate,  for  WASPs 
and  WASP  wannabes — the  moral  factor — is  that  it 
requires  exposure  to  the  elements  during  a  season 
when  the  elements  are  not  celebrated  for  kindness  to 
those  who  expose  themselves.  There  are,  to  be  sure, 
autumn  days  when  Nature  beguiles.  But  there  are  also 
the  other  days,  when  the  clouds  are  the  color  of 
doormats,  and  the  wind  reminds  you  how  many  shop- 
ping days  there  are  until  Christmas.  When  the  tailgater 
gets  that  kind  of  weather,  he  buttons  up  his  windbreak- 
er  and  deals  w  ith  it  as  best  he  can. 

In  so  doing,  he  is  partaking,  in  a  small  way,  of  the 
ethos  of  the  game,  whose  purpose  used  to  be  to  build 
character.  The  climactic  game  in  Owen  Johnson's 
Stover  At  Yale,  after  all,  was  a  shutout  of  Yale — and  this 
is  w  hat  the  hero  heard  in  the  locker  room  afterw  ards.  "A 
great  Princeton  team  licked  you — licked  you  well! 
That's  all.  ^'ou  deserved  to  score.  You  didn't.  Hard  luck 
.  .  .  One  thing  I  want  you  to  remember  when  you  go  out 
of  here.  Yale  teams  take  their  medicineF' 

And  ^  ale  fans  take  their  pre-game  meals  in  the  open 
air.  We  don't  play  football  vers  well  anymore;  at  least 
we  can  have  the  satisfaction  of  scoring  a  few  small 
points  in  the  game  of  life.  Let  the  rest  of  America  set  up 
Cheetos  and  six-packs  by  the  Barc-a-Lounger  and  glue 
itself  to  r\'  bowl  games  on  New  Year's  Day.  We'll  stick 
to  our  traditions,  and  our  tailgates,  jg 

R I  c  H  A  R  n  B  R  OO  K  H I S  K  R  is  the  author  of  The  Way  Of 
The  Wasp,  published  bv  the  Free  Press. 


For  an  updated  version  of  this  time-honored  victual  ritual, turn  the  page. 
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Every  time  a  Big  Game  comes  around, 
there's  always  a  lot  of  chatter  about  ''the  point  spread. " 

Leave  the  arcana  of  gambling  to  the  gamblers, 

we  say.  The  spread  we  have  in  mind  concerns  a  savory 

autumn  afternoon,  a  cornucopia  of  good 

things  to  eat  and  drink,  and  the  perfect  implefnents 

and  accessories  with  which  to  serve  them.  Funny,  isn '/  it, 

how  everything  tastes  better  outside? 


Jeep  Cherokee  Limited,  with  4-wheel 
drive,  power  windows,  leather  interior, 
cassette  player  and  AM/FM  6-speaker 
stereo,  all  standard.  $24,876  plus  tax 
and  destination  charges.  All  food  by 
Balducci's.  On  table,  whole  maple- 
cured  12-pound  ham  glazed  with  or- 
anges, $70,  smoked  chicken  breast, 
$9.99/lb.,  peppers  stuffed  with  provo- 
lone  and  prosciutto,  $25  per  24,  red 
chile  peppers,  $6.99/lb,  bocconcini 
mozzarella  "knots,"  $10.50/1  Va  lbs, 
semolina  crescent,  $1.95  each,  erudite 
in  wicker  basket,  $.50,  and  mixed  fruit 
tart,  $15.  On  Jeep:  focaccia  sandwiches, 
$6  each,  and  roasted  pepper  bread, 
$5.25  each.  Available  either  by  mail 
order  at  800-822-1444  (800-247-24.50 
in  N.Y.),  or  through  Balducci's  (Cater- 
ing, 212-67-V26(K).  Flowers  by  F'aul 
Bott  at  Twigs,  N.Y.  21 2-620-81 88.  Wil- 
low picnic  basket  with  cutlery,  stone- 
ware, wineglasses,  linen  tablecloth  and 
cutting  board,  $2,^>00;  and  Steeple- 
chase umbrella,  $2.50,  by  (;hurka.  8(M)- 
24.^-4.^68.  Antique  Mexican  table, 
$825,  reproduction  fan-back  chair, 
$650,  and  cotton  throw  used  as  table- 
cloth, $.50,  all  at  AB( '.Carpet  &  I lome, 
N.Y.  212-47.V.^O(M). 

Jadot  Beatijolais  Villages  1990,  import- 
ed by  Kobrand  (corporation.  $12. 
Wicker  bottle  basket  by  (Jardener's 
Kden.  $21. .50.  41.5-421-4242. 
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Antique  "Nine  Puch"  (juilt,  $895, 
from  'I'hos.  K.  WooHard  Antiques, 
N.Y.  212-988-3906. 

Handmade  porceliin  phrrer  bv  Jeff 
(-OX.  $90.  At  the  Museum  .Shop  of  the 
American  Craft  Museum.2 12-956-35.^5. 
Travel  clock  bv  Carrier.  $550.  At  Vm- 
tier  boutiques  nationwide. 
(Champagne  flutes,  $14  each,  crystal 
(Champagne  bucket,  $55,  and  sterling 
silver  picture  frame  bv  Tiffanv  &  Co. 
$2,500.  All  at  Tiffanv  A'  Co.  Knations. 
Taittinger  (Comtes  de  (Champagne 
Blanc  de  Blancs  19SS,  imported  by 
Kobrand  (Corporation.  $97.  Mahogany 
2-person  drinks  cabinet,  $2.6.V5;  ster- 
ling silver  cocktail  shaker,  $1,2(K);  also, 
I^rummond  of  Perth  wool  blanket, 
$1.W.  At  Asprey,  N.Y.  212-688-1811. 
Handmade  cut  cr\sral  pint  jug  by  Wa- 
terford.  $155.  8(M)-^77-7860.  Briar- 
wood  backgammon  set.  $455,  and  trav- 
el plavingcard  set  in  leather  case,  $195, 
by  Mark  (Cross.  Ar  Mark  (Cross  stores 
nationwide. 

"F^rovence"  12"  earthenware  platter, 
part  of  the  Berkshire  (Collection  for 
Wedgwood  ISA.  $72.  800-677-7860. 
Macanudo  Baron  He  Rothschild  (Cafe 
cigars,  $42  the  box  of  25.  At  fine 
tobacco  shops  nationwide.  NFL  foot- 
ball by  Wilson  .Sporting  Coods  (^o. 
$79.  StavFocus  Plus  7x.VS  bincKulars 
by  Nikon.  $1.50.  .© 
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He  has  a  reputation  for  drinking 

gasoline  and  spitting  fire,  hut 

only  during  games  and  two-a-day s. 

Off  duty,  Iron  Mike  Ditka  has  a 

weakness  for  fine  wine. 


^f^Cikc  Ditka,  presiding  at  the  head  table  of  his 
restaurant  on  Ontario  Street  in  Chicago.  Joining  him 
for  dinner,  a  Gathohc  priest,  the  CP:0  of  a  major 
national  retailer,  the  president  of  a  communications 
company,  along  with  a  few  others  who  come  by  for  a 
drmk  and  a  few  words  from  the  coach,  then  leave. 

Bv  Gkomrkv  Norman 
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Ditka  holds  forth  on  a  number  of  topics,  chiefly  the 
excellence  of  the  food  and  the  absurdity  of  a  recent 
NCAA  ruling.  The  priest  offers  calamari  to  the  man  in 
communications,  who  refuses,  pleading  a  concern  for  his 
weight. 

"Richard,"  the  priest  says,  in  the  old  avuncular  way, 
"I've  buried  a  lot  of  skinny  people  in  my  time.  Try  the 
calamari,  it's  wonderful." 

Four  women  enter,  studying  the  room  with  the  kind  of 
breathless  fascination  that  gives  them  away  as  tourists. 
One  of  them  spots  Ditka. 

"Oh  my  God,  I  can't  believe  it.  He's  here." 

After  he  has  signed  autographs  for  the  women,  Ditka 
asks,  "Where  are  you  ladies  from.'"' 

"New  Orleans." 

"Great  town.  I've  got  nothing  but  good  memories  of 
New  Orleans."  On  his  last  visit,  Ditka's  football  team 
won  the  Super  Bowl.  A  coach  would  remember  Beirut 
fondly  if  he'd  won  the  big  one  there. 

"What's  good  to  eat.?"  one  of  the  women  says,  flirting  a 
little. 

"All  of  it,"  Ditka  says  with  a  certain  emphasis.  "Every- 
thing on  the  menu  is  good." 

"What  about  the  wine.''" 

"Ah,"  Ditka  says,  and  the  blunt,  furious  face,  known  to 


kick  your  butt  if  j<?«  called  him  that.  "I'm  just  a  guy  wh 
enjoys  wine.  Studying  it,  drinking  it,  giving  it  to  friend 
when  I  find  a  good  one.  It's  something  I'm  interester 
in." 

Enough  to  subscribe  to  The  Wine  Spectator,  which  h(i 
studies,  along  with  the  scouting  reports  and  game  films] 
in  his  office  at  the  Bears'  complex  in  Lake  Forest,  a  shad> 
suburb  far  north  of  the  City  Of  Broad  Shoulders. 

"I'm  looking  for  bargains,"  he  says.  "I  just  built  a  nev] 
house,  with  a  wine  cellar.  A  small  one,  for  100  cases.  I'n" 
still  stocking  it.  Right  now,  I've  got  about  50  cases." 

How,  one  asks,  did  he  get  started  on  wine,  trying  not  tc] 
sound  as  if  the  question  is  "Where,  exactly,  did  you  gc 
wrong.''" 

"Well,  I  never  had  any  wine  to  drink  when  I  wa 
growing  up,  in  a  blue-collar  neighborhood  in  Pittsburgh. 
Unless  it  was  a  communion  wine,  or  a  sip  of  something  ai 
neighbor  made  in  the  basement." 

But  then,  late  in  his  professional  career  when  he  was 
with  the  Cowboys,  Ditka  got  into  the  restaurant  business 
in  Dallas.  The  place  was  called  the  "Hungry-  Hunter," 
and  it  specialized  in  game.  "X'enison,  quail,  wild  boar. 
Everything  was  dark  wood  with  mounted  heads  on  the 
wall."  I 

The  restaurant  failed,  but  through  his  interest  in  it,» 


\0  ould  it  be  that  \ 

V 


beneath  the  most  famous 


hard-nosL 


every  fan,  and  feared  by  all  his  players  (they  call  him 
"Sybil"  for  his  many  moods — all  of  them  bad),  and  for 
sure  by  all  sports  reporters  (who  call  him  something  else 
behind  his  back),  warms  and  softens.  He  smiles.  "Would 
you  ladies  like  me  to  recommend  a  wine.''  A  nice,  crisp, 
dry  white  wine.'"' 

"Would  you.?" 

"I'd  be  delighted." 

^'Vdbe  delightefP.''''  To  order  a  nice,  crisp,  dry  white  wine 
for  the  ladies.?  What  is  this.?  Iron  Mike,  the  toughest  tight 
end  ever  to  lay  out  a  linebacker  with  a  forearm  shiver.? 
The  (]hief  Chicago  Bear.?  The  Bear's  Bear.?  A  man  who 
not  only  played  hurt — and  made  sure  others  had  to — but 
was  back  on  the  sidelines  coaching  two  weeks  after  a 
heart  attack.  That  Mike  Ditka,  ordering  a  nice,  crisp,  dry 
white  wine  for  the  ladies.?  C^ould  it  be  that  beneath  the 
most  famous  hard-nose  in  America,  there  lurks  a  soft 
palate.? 

Well,  yes.  Mike  Ditka  is  a  serious  student  of  wine.  Arc 
you  going  to  call  him  a  wimp,  now  that  you  know.? 

"I'm  certainly  not  what  you  would  call  a  connoisseur," 
Ditka  says,  in  a  way  that  makes  you  wonder  if  he  might 


Ditka  had  been  exposed  to  the  world  of  wine.  The 
complexity  of  that  world — the  specialized  vtK'abular>  and 
the  variations  on  variations — was  not  especially  daunting 
to  Ditka,  who  had  retired  as  a  player  and  was  now  an 
assistant  coach  at  Dallas.  Tom  Landrs,  the  head  coach, 
was  a  fiend  for  complexity,  with  a  playbook  full  of 
variations  on  variations  of  the  same  theme.  Wine  didn't 
scare  Ditka.  But,  then,  ver\-  little  does  scare  Ditka. 

"I  learned  from  my  restaurant,  from  my  brother-in-law 
who  had  a  wholesale  wine  business  in  Dallas,  and  from 
some  of  the  other  Dallas  coaches.  We  liked  to  go  out  at 
night,  after  practice,  and  eat  dinner  and  trN'  a  new  wine." 

One  hears  this  and  tries  to  imagine  wine  talk  among 
football  coaches  whose  descriptions  of  players  arc  . . . 
well,  colorful:  "(niy  is  eaten  up  with  want-tt).  "  or.  "The 
corner  has  fiat  got  some  swifts."  or.  "My  linebacker  there 
is  stronger  than  garlic." 

Did  they  say  things  like.  "This  mcrlot  here  might  look 
like   larzan,  but  it  drinks  like  Jane." 

Or.  "Tr>  a  little  of  this  (^hablis.  I  IxHievc  its  fruiiincss 
will  ring  your  bell." 

Or,  "You  got  to  try  this  Pommard.  A  big  wine.  1  mean, 
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|rcally  big.  It'll  put  a  hat  on  you." 

"Nah,"  Ditka  says.  "We  just  drank  it  and  talked  like 
ianybody  does  when  you're  talking  about  wine.  We  tried 
not  to  sound  too  phony  about  it  but,  you  know,  with  a  lot 
(of  that  wine  talk,  it's  hard  not  to." 

Indeed,  it  is  hard  to  imagine  Iron  Mike  describing 
[anything  as   "well-rounded"  except,   perhaps,  William 
Perry,  "The  Refrigerator." 

I  Among  the  other  diners  at  those  post-practice  meals 
and  ad  hoc  W\x\c  tastings  was  Dallas  assistant  coach  Dan 
Reeves,  who  has  been  head  coach  of  the  Denver  Broncos 
for  ten  years  and  is  one  of  several  wine  enthusiasts  among 
NFL  head  coaches.  Another  was  Chuck  Noll,  of  Pitts- 
burgh, another  hard-nose  and  the  only  head  coach  to  win 
four  Super  Bowls. 

"I'd  say  Chuck  knows  as 
much  about  wine  as  any- 
one in  the  game,"  Ditka 
says. 

"I  learn  a  lot  from  these 
other  coaches,  like  Reeves. 
We  had  dinner  recently  in 
Hawaii.  We  were  out  there 
for  the  Pro  Bowl,  and  he 
ordered  the  wine.  It  was  a 


rica,  there  lurks 


very  good  chardonnay. 
Full,  you  know,  but  clean. 
I  bought  a  case  for  my  wine 
cellar  when  I  got  back 
home. 

"And  then,  few  weeks   VjTX,!^ 
ago,  my  wife  and  I  had  din-   -"'■*^  -♦ 


ment.  My  partner  was  a  HfM-ror,  and  wViilf  we  were  talking 
between  shots,  he  rrlls  mc  that  he's  pisr  bought  a 
vineyard.  I  start  asking  him  a  lot  of  questions,  and  he  sees 
I'm  interested.  So  when  I  get  home,  he  sends  me  a  few 
bottles.  It's  very  good  wme:  Frog's  Leap  is  rhr  name  of 
the  vineyard.  Thev  pur  our  an  rxcrllrnr  charrlonnay.  I 
also  like  the  /inf>indrl  ^  lor." 
Does  he  tour  the  winr  ((innrrv' 

"Never  have.  I'd  like  ro  somr(i^v,  when  I'm  in  Califor- 
ma. 

How  about  France.'' 

Ditka  shrugs.  "I'm  mainly  inrerrsrrd  in  \merican 
wine."  Well,  he  /V  about  as  American  as  it  is  p«»ssihle  to 
be. 

"Dfin'r  ger  me  wrong," 
he  sdds  (juickly  Tve  had 
the  occasionfil  Margaiix  or 
L^roiir.  like  you  have  ro  if 
vourr  inrcresred  in  wine. 
And  rhey  were  wf»nderful. 
But  if  I'm  ar  a  restaurant 
^nd  I'm  ordering,  I  just 
feel  more  comfr»rrable  with 
something  American.  You 
know  \vh;ir  I  mean'" 


a  soft  palate? 


ner  with  John  Mackovic 
and  his  wife.  John  and  I 
were  on  the  staff  together 

at  Dallas.  I  came  here,  and  he  went  to  Kansas  City  and 
then  the  University  of  Illinois,  just  down  the  road.  Our 
wives  are  real  close.  Anyway,  I  ordered  a  cabernet  that  I 
thought  was  pretty  good,  and  John  said,  'I  want  you  to  try 
something.'  He  ordered  a  merlot  and  it  was  great.  Softer 
than  the  cabernet  and  not  so  much  tannin.  Since  then, 
I've  pretty  much  switched  over.  I  learn  a  lot  like  that, 
from  other  people." 

And,  when  you  are  Mike  Ditka — perhaps  the  most 
ubiquitous  figure  in  football  this  side  of  Bo  Jackson — you 
meet  a  lot  of  people.  "I'll  tell  you  how  I  found  out  about  a 
great  vineyard.  I  was  playing  golf  in  Bob  Hope's  tourna- 


'59,  "61,  '70,  Hike! 
A  portrait  of  the  oenophile  as  a  young  nmn 


Ahsrilurciv,  (.o^ch. 
In  his  own  restaurant, 
Dirka  drinks  Champagne 
heforr  the  fof>d  arri\es. 
Korbel  Natural  because  I 
like  a  verv  dry  C^ham- 
pagne.  and  I  think  it  is  the 
ihsoliifp  best  ar  the  price. 
I'm  nor  going  ro  r'^M  you  it 
is  as  good  as  Dom  P^rig- 
non.  When  we  win  the  'Niiprr  Bowl  ;igain,  mnbe  I'll 
drink  some  Dom.  Or  rhc  Perrirr-joiier.  I  like  that.  roo. 
But  for  the  price,  I  don't  think  you  can  bear  rhr  Korbel." 
And  then,  for  dinner,  bf  orclrrs  a  merlor  ind  w  pinot 
grigio,  which  is  what  he  sends  o\cr  to  rhc  uomrn  from 
New  Orleans.  It  is  nor  Amern  m  Bur  rh»'n.  ir  is  his 
restaurant,  and  he  is  \tike  Dirka.  M<'  cills  thr  pi  lys  und, 
on  this  evening,  his  pi  iv-c  illing  is  excrllenr    Z 


GKOFFRKV  NoRMW  /v  the  author  of  the  nmei 
Sweetwater  Ranch,  rrrenth  puhli<ihed  h\  Atlanttr  Monthly 
Press. 
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Before  you  plunk  down  a  wad  for  season 

tickets,  consider  leasing  a  skybox.  They  ain't 

cheap,  but  they  could  be  deductible. 

By  Peter  Scott  and  Duncan  Christy 

NO  two  baseball  games  are  ever 
the  same,  it's  said,  and  one 
which  took  place  at  the  Toron- 
to SkyDome  last  year  certainly  proves 
it.  As  titillated  patrons  in  the  upper 
levels  watched,  a  scantily  clad  couple 
was  first  observed  through  the  window 
of  a  hotel  room  just  above  the  left-field 
scoreboard.  Although  the  lights  in  the 
room  were  off,  deluding  the  pair  with  a 
notion  of  privacy,  the  glittering  lights 
from  the  diamond  illuminated  their 
activities    very    clearly.    And    at    the 
''400"  level,  where  the  SkyDome's 
exclusive   skyboxes  are   located,   the 
view  was  crystal  clear  indeed. 

"Oh  yes,"  recalls  Darren  Farwell,  a 
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skybox  patron,  with  a  laugh.  "First  they  were  wearing 
towels.  Then  one  towel  fell,  then  the  other,  and  soon  they 
were  in  bed,  where  they  made  love.  You  could  see 
everything." 
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Owner  Darren  Farwell  in  Toronto. 

Skyboxes  don't  routinely  promise  this  type  of  entertain- 
ment, which  caused  an  uproar  in  Toronto  and  inspired  the 
"You  Said  It"  column  of  The  Toronto  Sun  to  ask:  "Do  you 
think  people  should  be  allowed  to  have  sex  in  SkyDome 
hotel  rooms  in  view  of  the  audience.-*"  But  what  they  do 
promise  has  become  an  increasingly  appealing  formula  for 
well-to-do  sports  fans  and  sharp  business  strategists.  Sky- 
boxes  today  are  a  comfortable,  even  lavish,  private  spot 
from  which  to  view  the  game,  or  to  work  the  client — or 
both. 

"It's  a  wonderful  place  for  business  as  well  as  family," 
says  Daniel  Cronin,  the  president  of  WLS  Stamping  in 
Cleveland,  of  his  skybox  at  Cleveland  Municipal  Stadium. 
"We're  a  small  manufacturing  company,  and  a  box  like 
this  makes  a  good  impression  on  our  clients  and  guests.  It's 
a  change  of  pace  for  business,  and  especially  during 
baseball  games,  it's  a  great  place  to  talk." 

The  embryo  of  the  skybox  concept  was  the  stadium 
loge,  a  simple  tier  or  two  of  covered  seats  with  a  room 
behind  where  one  could  pour  the  Bloody  Marys  in 
comparative  privacy.  'IVust  a  Texan,  though,  to  see  these 
exclusive  spaces  writ  large.  The  first  real  "skybox"  was 
Judge  Roy  Hofhein/.'s  celebrated  live-in  suite  in  the 
Houston  Astrodome.  Built  when  the  stadium  was  con- 
structed in  the  early  l%()s,  it  featured  its  own  bowling 
alley  and  even  a  chapel — where  Judge  Hortiein/  could 
appeal,  if  he  wished,  for  some  improvement  in  the 
fortunes  of  his  hapless  home  team. 

'I'hen  came  Lamar  Hunt's  skybox  in  Arrowhcaii  Stadi- 
um in  Kansas  City.  Hunt,  youngest  of  the  former  billion- 
aire I  lunt  brothers  of  Texas,  and  the  owner  of  the  Kansas 
City  (Chiefs,  uses  a  box  whose  designer  went  all  out:  two 
floors,  four  bedrooms,  a  game  room  with  anticjue  games,  a 


living  room  with  fireplace  and  Spanish  decor,  and  seatini 
for  57. 

The  potential  was  clear,  and  so  was  the  momentum 
Since  then,  skyboxes,  or  "suites"  as  they  are  frequentl- 
called,  have  become  an  integral  part  of  stadium  design.  A 
The  Wall  Street  Journal  reported  earlier  this  year,  "Tht 
suite  is  the  engine  driving  the  building  and  operation  c 
the  new  arenas,"  as  a  predictable  source  of  revenue  fo 
stadium  management.  There  is  even  a  Skybox  magazine 
which  charts  the  development  of  skyboxes  across  N'ortI 
America  in  the  300  or  so  stadiums  which  possess  them. 

There's  no  typical  skybox  today;  they  vars-  widely  ir 
price,  and  as  widely  in  the  amenities  and  the  access  thei 
provide.  For  example,  with  some  skyboxes  you  can  deco 
rate  and  redecorate  to  no-holds-barred  opulence,  if  yoi 
desire;  with  others,  the  design  is  deliberately  uniform  and 
practical.  Some  offer  one  private  parking  space,  some  offei 
several,  some  offer  none.  With  some  skybox  arrangci 
ments,  you  can  attend  every  ticketed  event  at  the  stadium 
or  arena;  with  others,  you're  limited  by  sport. 

The  only  real  generalization  to  be  made  about  skyboxes 
is  that  virtually  all  are  leased,  rather  than  bought.  Georgej 
Hricik,  the  senior  vice  president  of  Bowne  of  Houston,  thd 
financial  printers,  frequently  enjoys  the  luxury  suite  his 
firm  rents  at  the  Astrodome  for  the  entire  baseball  season 
at  a  cost  of  $25,000.  The  three-year  lease  includes  181 
tickets  to  each  game  for  the  maximum  18-person  seating) 
capacity.  Catering  is  provided  by  the  Astrodome,  which 
also  dictates  the  decor;  and  there  are  five  preferred  parkingi 
spaces. 

"Cost/benefit.'"'  says  Hricik.  "Good  heavens,  yes.  My' 
clients  are  particularly  impressed  by  the  proximity  to  the 
press  box,  and  our  place  over  home  plate.  It's  like  having  a 
private  party  at  home  in  vour  living  room,  ^ou  can  watch 


They  do  everything ...  bigger  in  Texas. 

the  game,  or  you  can  talk  business,  or  both. 

"My  wife  and  I  usually  stand,  or  sit  in  the  back  and 
entertain  guests.  The  wives  and  people  who  aren't  neces- 
sarily interested  in  the  game  can  sit  up  on  the  second  level 
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The  iinest  hotels  in  the  world 
all  share  the  same  lirst  name. 

In  the  tradition  of  Conrad  Hilton  and  his  famed  Waldorf  Towers  comes  Conrad  Hotels, 

international  hotels  with  standards  proud  enough  to  bear  his  name.  For  reservations  and 

information  call  your  travel  consultant  or  Hilton  Reservation  Service  at  1-800-HILTONS. 
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The  Inlernatlonal  S>iiil><)l 
Tor  Sei-xicc. 


What,  no  pretzels?  A  skybox  in  the  New  Orleans  Superdome. 


and  talk.  Most  of  the  rest  are  in  the  seats  or  on  the  third 
level  at  the  buffet  and  bar" — where,  presumably,  the  good 
will  of  Bowne  of  Houston  is  rubbing  off  on  them. 

Madison  Square  Garden,  home  to  the  New  York  Knicks 
basketball  team  and  the  New  York  Rangers  hockey  team, 
and  the  site  of  scores  of  concerts  and  other  expositions 
during  the  year,  isn't  a  stadium  but  an  urban  arena.  Its 
management  is  just  completing  an  extensive  $200  million 
overhaul,  which,  among  other  improvements,  is  providing 
88  luxur\'  suites.  There,  for  three-year  lease  prices  ranging 
from  $140,000  to  $190,000  a  year,  individuals,  corporations 
and  other  entities  can  have  access  to  Garden-decorated 
suites  averaging  400  square  feet,  about  the  size  of  a 
good-sized  but  hardly  vast  living  room. 

"But  one  of  the  most  advantageous  things  about  the 
Ciarden  versus  other  arenas,"  says  spokesperson  Monie 
Begley,  "is  the  number  of  events.  You  get  12  tickets,  and 
can  purchase  four  additional  tickets,  to  everything  that  is 
for  ticketed  sale."  Which  means  that,  if  you're  a  Knicks 
fan,  if  your  wife  has  always  wanted  to  attend  the  Interna- 
tional Cat  Show,  and  if  your  kids  would  kill  to  sec  Michael 
Jackson,  you're  all  in  luck — if  you  or  your  company  has  one 
of  those  88  suites,  and  you're  on  the  preferred  list. 

By  the  (Garden's  reckoning,  the  average  cost  per  seat  of  a 
skybox  is  $5.^  per  event.  Skybox  privileges  entitle  its 
ticketholdcrs  to  use  the  private  restaurant,  sports  bar  and 


club  lounge,  and  all  catering  is  provided  at  additional 
charge  by  the  club  services  staff.  They'll  also  handle 
merchandise,  says  Begley:  "If  you  want  to  have  a  Knicks  or 
Rangers  jacket  waiting  for  a  client  when  you  come  in,  they 
can  do  that,  too." 

Buying  rather  than  leasing  a  skybox  is  by  no  means 
unknown,  and,  according  to  Bruce  Hardy,  marketing  vice 
president  of  Texas  Stadium  Corp.,  can  even  be  a  solid 
investment  opportunity.  Hardy  cites  the  owner  who  pur- 
chased a  skybox  in  1971  for  $.S0,000  to  watch  the  Dallas 
Cowboys  play  and  sold  it  in  the  mid-1980s  for  $1  million. 
Today  skyboxes  in  Texas  Stadium  sell  for  any\s  here  from 
$250,000  to  $1.25  million,  and  \ar\  in  size,  number  of 
available  tickets  and  amenities. 

Hardy  also  stresses  that  skybox  owners  arc  treated  like 
partners,  not  customers.  "^  ou  own  a  suite."  he  says,  "and 
you  come  out  when  there's  not  a  game  on.  ^  ou  want  to  do 
business,  and  impress  your  guests.  ^  ou  gi\  e  me  a  call,  and 
ril  arrange  a  visit  to  the  field,  to  the  locker  room,  set  up  a 
luncheon,  pretty  much  anything  you  need." 

At  the  infamous  SkyDome  in  Toronto,  with  its  fulK 
retractable  roof,  two  enterprising  Canadians  ha\c  found  a 
way  to  make  the  economics  of  a  skvbox  work  for  them. 
Darren  Farwcll.  a  stockbroker  with  Scotia  McLcod.  and 
(»err\  Lowe,  a  plant  manager  with  Francon,  arc  sports  fans 
who  formed  a  friendly  partnership  in  1990  and  invested 
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"In  addition  to  generating  solid  operating  gains  and  paying 

jX)licyholders  the  highest  possible  dividends,  a  strong  financial 

position  continues  to  be  a  key  strategy  for  Northwestern 

Mutual  Life." 

—Standard  ^  Poors 

"Record  dividends,  strong  financial  condition,  top  ratings 

and  fine  policyowner  service  all  speak  loudly  for  the 

'quiet  company.'" 

— policyoumer 

WeCanAffordToBe 

The  Quiet  Company  Because 

Others  Talk  For  Us. 

"The  investment  portfolio  is  well  diversified  and 

is  of  high  quality.  It  should  perform  well  in  future  difficult 

economic  environments." 

—Moody's 

"Since  measures  have  been  taken,  Northwestern 

Mutual  Life  has  been  voted  the  most  admired  every  year  by 

executives  and  directors  in  the  insurance  industry." 

—  Fortune 

"Once  again.  Northwestern  has  outdistanced  the  competition 
in  all  areas  of  sales  force  quality." 

— Saks  &  Marketing  Management 

"Special  thanks  for  a  little  security  in  an  insecure  world." 

—policyowner 


Nprthwestern 

The  Quiet  Comfwtiy® 


O  1991  The  Northwestern  Mutual  Ufc  Insurance  Company  Milwaukee.  Wiscmsin     Rrpnntcd  by  prnniiuan  al  the  Moody'i  and  Standard  V  Pactt  rating  •ctvica  and  Ivriunt  and  Sales  »  Mtr^amt 


The  hanging-out  judge:  skybox  pioneer  Roy  Hofheinz  in 
his  famous  live-in  suite  at  the  Houston  Astrodome. 

jointly  in  the  lease  of  a  skybox.  Sitting  over  the  Blue  Jays' 
first-base  line,  and  the  45-yard  line  of  the  Toronto  Argo- 
nauts football  team,  their  skybox  has  a  ten-year  lease 
arrangement  which  costs  them  $150,000  a  year.  They  also 
pay  $27,200  for  baseball  tickets,  and  a  national  tax  in 
excess  of  $10,000  a  year.  (They  also  spent  around  $80,000 
to  decorate  the  space,  opting  to  give  it  an  English  sporting 
club  decor  that  they  felt  would  be  handsome  but  not 
imposing.) 

In  turn,  they've  rented  their  20-seat  skybox  to  two  major 
corporations.  Their  clients  have  priority  for  all  special 
events,  but  Farwel!  and  Lowe  reserve  the  box  for  them- 
selves for  half-a-dozen  games  or  more  during  the  regular 
baseball  season,  and  in  the  event  of  a  baseball  playoff — 
Toronto  has  won  the  American  League  East  twice  in  the 


last  six  years — and  the  World  Series. 

The  sub-leasing  arrangement,  they  say,  not  only  giv( 
them  the  occasional  use  of  a  premier  skybox — where  the\i 
can  entertain  at  will  when  the  teams  are  not  playing — bu 
also  makes  them  a  profit.  (They  won't  specify  how  much 
for  fear  of  jeopardizing  the  terms.) 

What's  in  it  for  their  clients.''  Access  to  a  skybox  (and 
minimum  of  16  tickets  per  event),  to  private  parkin] 
passes,  to  catering  services  and  to  a  bartending  hostess,] 
with  none  of  the  headaches  of  maintenance  nor  the  highe 
cost  of  a  sole  lessorship.  Grant  McDiarmaid,  the  marketing 
manager  of  Fiberglas  Canada,  particularly  likes  the  decor. 
"It's  decorated  with  some  wit,"  he  says. 

"Anyone  can  hand  out  tickets  to  a  game,"  he  says,  "but 
this  box  provides  something  more.  We're  known  for  the 
unexpected,  the  lively,  and  this  box  suits  us  perfectly  for 
that  reason." 

As  if  they  weren't  comfortable  enough,  skybox  rentals 
can  also  be  deductible  as  a  business  expense.  The  deduc- 
tion for  each  skybox  seat  is  limited  to  80%  of  the  cost  of 
regular  box  seats  (which  can,  of  course,  be  the  most 
expensive  regular  seat  in  the  house).  Needless  to  say,  the 
IRS  doesn't  presume  you're  usi.ig  your  skybox  for  busi- 
ness purposes,  so  be  prepared  to  back  up  your  claims. 

To  any  stadium-goer  who  has  ever  frozen  or  sweltered, 
gotten  soaked  or  sunburned,  cheering  on  the  home  team, 
skyboxes  certainly  represent  the  top  in  luxury.  Their 
surging  popularity  even  suggests  that  the  old  stadium  , 
anthem  needs  some  retooling:  the  days  when  buying  a  , 
guest  "some  peanuts  and  Cracker  Jack"  were  enough  to  ; 
stop  us  from  caring  "if  I  ever  get  back"  are  clearly  slipping 
into  history. -S? 

Peter  Scott  is  a  writer  and  novelist  Irving  in  Shaker 
Heights,  O/J/o;  Duncan  Chris  rYa"or/-.f/or Forbes  FYI. 
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Here  are  some  skybox  prices,  and  whom  to  call  for  more 
information. 

Texas  Stadium.  Dallas.  Purchase  price: 
$250,000-$  1,250,000.  Per  annum  lease: 
$30,000-$!  25,000.  George  Hays  (214-556-9396). 

Astrodome.  Houston.  Per  season:  baseball, 
$25,000.  Lottie  Laughery  (713-799-9607).  /^ootball, 
$15,000-$45,000.  Ralph  Stolarski  (713-797-9111). 

Arrowhead  Stadium.  Kansas  City.  Per  sea- 
son :%\AX\)()-%AlSsm.  Ken  Blume  (816-922-4402). 

SUPERDOME,  New  Orleans.  Per  annum  lease: 
$18,500-$43,500.  Billy  Fcrrantc  (504-733-0255). 

Madison  Square  Garden.  New  York.  Per 


annum  lease:  $140,000-$  190,000.  Judson  Perkins  (212- 
465-6200). 

Jack  Murphy  Stadium.  San  Diego.  Per  sea- 
son: $29,000-$49,000.  Jodean  Betscher  (6 19-280-2 11 1). 

Candlestick  Park.  San  Francisco.  Per  sea- 
son: baseball,  $24,0()0-$60.000.  Alain  Lillic 
(415-330-2528).  Football,  $40.0(K)-$80.(HH).  Murlan 
Fowell  (415-467-8400). 

SkydOME.  Toronto.  Per  annum  lease: 
$120.000-$25().000.  Margaret  Marshall, 
(416-341-3008). 

A  subscription  to  Skybox  magazine  is  $19.95  per  year 
from  Ky/^'/^o.v  Subscriptions,  1328  Flam  .\vcnue. 
Cincinnati.  OH  45:25.  (513-541-0269) 
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Replica  shown  smaller  than 
7>  2"  actual  length. 
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Photos  depict 
replica  not  actual  car. 
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A  Meticulously  Engineered  Die -Cast  IVtetal  Replica 
of  One  of  America's  Greatest  Cars 


In  1964,  the  Ford  Motor  Company 
introduced  its  legendary  Mustang, 
and  the  car  took  America  by  storm! 

The  Mustang  opened  to  rave 
press  reviews  and  unbelievable  sales 
^success. .  .over  1,200,000  cars  sold 
by  the  end  of  the  1966  model  year! 
This  unique  cross  between  a  sports 
car  and  family  sedan  gave  a  lot  of 
"bang  for  the  buck"  and  became  an 
instant  American  classic. 

The  Mustang  never  failed  to 
deliver  extraordinary  performance 
and  great  looks  for  a  terrific  price. 
Now,  you  can  own  a  remarkably 
detailed  replica  of  this  fabled 
classic  car. 


Hand  -assembled! 

Over  140  scale  parts  go  into  making 
this  authentic  rephca  in  the  large  1:24 
scale.  All  the  important  components  - 
the  body,  chassis,  drivetrain  and 
engine  block  -  are  crafted  in  metal  and 
polished  before  painting.  Every  single 
component  is  inspected  before  the 
replica  is  assembled  by  hand. 

A  Danbury  Mint  exclusive. 

This  extraordinary  replica  is  available 
exclusively  from  the  Danbury  Mint. 
You  need  send  no  money  now.  Simply 
return  the  Reservation  Application. 
The  price  of  $88.50  is  payable  in  three 
monthly  installments  of  $29.50. 

Reservations  are  accepted  on  a  first- 
come,  first -served  basis.  MaU  your 
reservation  today! 


Both  doors  open  smoothly,  as  do  the  hood  and 
trunk.  The  front  wheels  turn  with  the  steering  wheel 
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47  Richards  Avenue  •  Norwalk,  Conn  06857 
—     RESERVATION  APPUCATION     — 


THE  1966  11 

FORD  MUSTANG     U 


n 


The  Danbury  Mint  Please  return 

47  Richards  Avenue  promptly. 

Norwalk,  Conn.  06857 

Please  accept  my  Reservation  Application  for 
the  1966  Ford  Mustang.  I  need  send  no  money 
now.  I  will  pay  for  my  replica  in  three  monthly 
installments  of  $29.50*,  the  first  in  advance  of 
shipment. 

My  satisfiaction  is  guaranteed.  If  I  am  not  com- 
pletely satisfied  with  my  replica,  I  may  return  it 
within  30  days  of  receipt  for  prompt  replacement 
or  reftmd,  whichever  I  prefer. 

•Plus  any  applicable  salee  tax  and  $1  25  shipping  and  handling 

Name 


Pleaae  pnnt  dflarty 


Address 


City. 


State 


Zip 


D  Check  here  if  you  want  each  installment 
charged  to  your: 

VISA    ;  MasterCard  D  Discover  H  Am.  Exp. 


Credit  Card  Number 


Signature 


Exp.  Date 


©  1991  M6I 


Name  to  print  on  oertificate  of  ownership 
(if  different  lh>m  above) : 


Allow  4  weeks  after  initial  payment  for  shipment 

457EF21 
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I'M  45  YEARS  OLD — already  more 
than  half-way  down  the  road  to  Glorv'. 
I've  been  a  cowhand,  a  lobsterman,  a 
logger  and  a  gas  station  attendant. 
I've  been  to  college  and  to  two  gradu- 
ate schools.  I'm  Ranger  qualified.  I've 
commanded  a  company  of  airborne 
infantry;  I  led  a  band  of  ex-commu- 
nist mercenaries  on  raids  and  am- 
bushes in  Vietnam.  I've  been  di- 
vorced. I've  taught  in  prep  schools  for 
15  years.  I've  been  happily  remarried 
and  helped  raise  three  fine  kids.  I've 
been  in  jail  twice  and  made  a  public 
fool  of  myself  on  seven  separate  occa- 
sions. I  helped  excavate  the  City  of 
David  in  Jerusalem.  I  own  two 
houses;  my  truck  has  four-wheel 
drive.  And  I  ain't  done  yet. 

But  I  don't  offer  advice.  No,  sir. 
Not  aloud  at  least,  not  out  in  the  open. 


Mail  Bonding 


The  Vice  Of 
Giving  Advice 


By  Pk  tkr  Scorr 


I  don't  want  to  see  the  rolling  eyes,  or 
hear  the  knowing  sigh  of  youth.  I 
write  letters  and  in  them  camouflage 
my  words  of  wisdom.  That  way  my 
unwary  reader  gets  lost  in  my  letter, 
and  then  I  can  ambush  him  with  my 
advice.  I  learned  this  trick  from  the 
old  masters. 

Like  William  Faulkner.  Asked  by 
President  Eisenhower  what  we 
Americans  might  do  to  give  a  true 
picture  of  America  to  people  of  other 
nations,  Faulkner  suggested  the  fol- 
lowing. Maybe  this  is  a  case  of  advice 
camouflaging  commentary. 

New  York 
late  Sept.  1956 

Ask  the  jToveni merit  to  estdhlis/i  a  (uikL 
Cfioose  h\000 people hett^'een  18  tnul 3i\ 
preferably  Communists.  Bring  them  to 
this  eon n try  and  let  them  see  Ameriea  as  it 
is.  Let  them  buy  an  an  to  mobile  on  the 
installment  plan,  if  that's  ii^hatthey  i'v/wA 
Finr/  them  Jobs  in  labor  as  xar  run  our 
labor  unions,  l^t  them  enjoy  the  right  to 
.u/y  xa'hatezrr  they  ^"i.\h  about  anyone  thty 


wish,  to  go  to  the  eomer  drug  store  fork 
cream  and  all  the  other  privileges  of  tin 
country  which  we  take  for  granted.  Attk 
end  of  the  year  they  must  go  home.  An  \ 
installment  plan  automobiles  or  gt 
which  they  have  undertaken  would 
impounded.  They  can  have  them  again 
and  when  they  return  or  their  equity  it. 
them  will  go  as  a  down  payment  on  a  nn. 
model.  This  is  to  be  done  each  year  at  th^ 
rate  of  10, 000  people.  ' 

— Wm.  Faulkner 
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Few  Americans  have  heard  of  Tom 
Brown,  an  English  wit  and  writer  of   -* 
ditties.  Popular  in  17th-century  Lon- 
don, it's  said  that  his  satirical  versc'^ 
was  "more  remarkable  for  coarseness'  *^' 
than  wit."  Here  he  holds  his  tongue  in 
his  cheek  on  a  topic  that  is  still  hot'  i"" 
today.  ^  *S!.' 

!  m 

Madam,  «  '^'- 

Though  the  ill-natured  world  censures  you"^  *'' 
for  smoking,  yet,  I  would  advise  yoaj  ^^ 
madam,  not  to  part  with  so  innocent  a'  -'-^ 
diversion.  In  the  first  place,  it  is  healthful;'  *" 
and,  as  Galen  rightly  observes,  it  is  a^  '^'* 
sovereign  remedy  for  the  toothache,  the^  riA 
constant  persecutor  of  old  ladies.  Second-*  '^'' 
ly,  tobacco,  though  it  be  a  heathenish  weed, 
is  a  great  help  to  Christian  meditations: 
which  is  the  reason,  I  suppose,  which ' 
recommends  it  to  your  parsons,  the  gener- 
ality of  whom  can  no  more  write  a  sermon 
without  a  pipe  in  their  mouths,  than  a 
concordance  in  their  hands:  besides,  every 
pipe  you  break  may  serve  to  put  you  in 
mind  of  mortality,  and  show  you  upon 
what  slender  accidents  man 's  life  depends. 
I  knez:'  a  dissenting  minister  who,  on  fast ' 
days,  used  to  mortify  upon  a  rump  of  beef, 
because  it  put  him,  as  he  said,  in  mind  that 
all  flesh  was  grass;  but  I  am  sure,  much  f 
rnorr  is  to  be  leanit  frvm  tobacco,  it  may 
instruct  you  that  riches.  Ivauty.  and  all  the 
glories  of  the  world,  vanish  like  a  vapour.  V 
Thirdly,  it  is  a  prrtty  plaything.  Fourthly,  > 
and  lastly,  it  isfashonable,  at  least  'tis  in  a 
fairway  oflxromingso.  Cold  tea  (bran- 
dy], you  know,  has  been  a  long  while  in 
reputation  in  court,  and  the  gill  as  natu- 
rally ushery  in  the  pipe,  as  the  strord- 
bearrr  walks  More  the  lord  mayor. 

On  his  deathbed,  Barnum  wrote  his 
last  letter  to  his  partner.  Bailev.  Hid 
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liley  know  the  old  showman  well 
lough  to  know  whether  he  was  giv- 
a  true  account  of  himself  here,  or 
"t  J^rhaps  smiling  impishly  over   his 
!n? 

idgeport,  2  April  1891 

Dear  Bailey, 

.  I  fully  believe  that  if  you  faithfully 
\llow  my  methods  you  cannot  fail. 

has  been  my  universal  plan,  as  you  well 

ilKkow,  to  make  the  public  aware  of  what  I 

'as  about  to  offer  it,  to  get  the  best  of 

'i\Mberything  and  the  most  of  it,  and  then  to 

'vertise  freely  and  without  fear.  Never 
"wHMttempt  to  catch  a  whale  with  a  minnow... 

^^ut  it  is  of  no  advantage  to  advertise 

nless  you  intend  to  honestly  fulfill  the 

romises   made   in   this   manner.    You 

ust — /  repeat  it,  must — have  always  a 

'iimreat  and  progressive  show  and  also  one 

hich  is  clean,  pure,  moral,  and  instruc- 

t^ive.  Never  cater  to  the  baser  instincts  of 

Umanity,  strive  as  I  have  always  done  to 

wwelevate  the  moral  tone  of  amusements,  and 

ulways  remember  that  the  children  have 

erbeen  our  best  patrons.  I  would  rather 

ear  the  pleased  laugh  of  a  child  over  some 

'eature  of  my  exhibition  than  receive  as  I 

did  the  flattering  compliments   of  the 

Prince  of  Wales.  I  am  prouder  of  my  title 

'The  Children  \s  Friend' '  than  if  I  were  to 

mbe  called  ''The  King  of  the  World'' .  .  . 


Fraternally  yours. 


— P.T.  Bamum 


Always  marvelously  sententious,  the 
Earl  of  Chesterfield  offered  his  own 
advice  on  giving  advice  in  a  letter  to 
his  friend  A.C.  Stanhope: 

12  Oct.  1765 
In  matters  of  religion  and  matrimony  1 
never  give  any  advice;  because  1  will  not 
have  anybody 's  torments  in  this  world  or 
the  next  laid  to  my  charge. 

(Conventional  wisdom  accounted  Ben 
Iranklin  a  pious  man,  if  not  a  prude. 
I  le  seems  otherwise  in  the  following 
letter  to  an  unknown  young  friend 
who  had  written  to  "the  all-embrac- 
ing Dr.  Franklin"  for  advice  on  mat- 


ters of  the  heart.  In  his  reply  of  June 
25,  1745,  Franklin  recommends  mar- 
riage, then  offers  the  following.  Read 
at  your  own  peril;  keep  your  eye  on 
the  lurking  paradox.  Is  he  serious.'* 

.  .  .  But  if  you  will  not  take  this  Counsel, 
and  persist  in  thinking  a  Commerce  with 
the  Sex  is  inevitable,  then  I  repeat  my 
former  Advice  that  in  your  Amours  you 
should  prefer  old  Women  to  young 
ones.  This  you  call  a  Paradox,  and 
demand  my  reasons.  They  are  these: 

.  .  .  Because  when  Women  cease  to  be 
handsome,  they  study  to  be  good.  To 
maintain  their  Influence  over  Man,  they 
supply  the  Diminution  of  Beauty  by  an 
Augmentation  of  Utility.  They  learn  to  do 
a  thousand  Services,  small  and  great,  and 
are  the  most  tender  and  useful  of  all 
Friends  when  you  are  sick. 

.  .  .  Because  there  is  no  hazard  of 
children,  which  irregularly  produced  may 
be  attended  with  much  inconvenience. 

.  .  .  Because  through  more  Experience 
they  are  more  prudent  and  discreet  in 
conducting  an  Intrigue  to  prevent  Suspi- 
cion. The  Commerce  with  them  is  therefore 
safer  with  regard  to  your  reputation  .  .  . 

Because  in  every  Animal  that  walks 
upright,  the  Deficiency  of  the  Fluids  that 
fill  the  Muscles  appears  first  in  the  highest 
Part.  The  Face  first  grows  lank  and 
wrinkled;  then  the  Neck;  then  the  Breast 
and  Arms;  the  lower  parts  continuing  to 
the  last  as  plump  as  ever;  so  that .  .  .  it  is 
impossible  of  two  Women  to  know  an  old 
from  young  one.  And  as  in  the  Dark  all 
Cats  are  grey,  the  Pleasure  of  Corporal 
Fjijoyment  with  an  old  Woman  is  at  least 
equal  and  frequently  superior;  every 
Knack  being  by  Practice  capable  by  im- 
provement. 

Because  the  sin  is  less.  The  Debauching 
of  a  Virgin  may  be  her  Ruin,  and  make  her 
for  Life  unhappy. 

Because  the  Compunction  is  less.  The 
having  made  a  young  Girl  miserable 
may  give  you  frequent  bitter  Reflections; 
none  of  which  can  attend  making  an  old 
Woman  happy. 

.  .  .  &  lastly.  They  are  so  grateful!!!! 
Your  Affectionate  Friend, 

— Benj.  Franklin 

Pi:  TKR  Sco  ir  is  a  writer  living  in 
Shaker  Heights,  Ohio. 
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y^n  adventure  of 

a  lifetime.  Come  enjoy 

a  multimillionaire's 

gouth 
Pacific 

^  paradise 


FOR    INFORMATION 

Please  write  Fiji  Manager 

Forbes  Trinchera  Ranch 

Fort  GarlaiKi,  CO  81133 

or  call:  719-379-3263 
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The  Only  Place  To 
Stay  In  Moscow 


God  forbid  your  having  to  do  business  in  the 
Soviet  Union.  But  if  you  do,  the  place  to  stay  is  the 
new  French-owned  and  -operated  Hotel  Pullman  Iris 
in  Moscow.  Complete  with  its  own  bar,  restaurants, 
conference  rooms,  and  fitness  and  business  centers,  it 
is  an  oasis  in  Russia.  Close  to  the  airports  and  just  30 
minutes  from  Red  Square  (with  a  fleet  of  chauffeur- 
driven  Renaults  to  zip  you  there  and  back),  the  Pull- 
man Iris  is  as  good  as  it  gets  for  the  business  traveler  in 
a  country  where  luxury — even  comfort — are  relative 
terms.  You'll  find  attractive  rooms  with  big  double 
beds  (almost  unheard-of  in  the  U.S.S.R.);  local  and 
international  television,  including  CNN  (with  speak- 
ers in  the  bathroom,  next  to  the  hair  dryers,  so  you 
don't  miss  a  trick);  and,  perhaps  most  important, 
excellent  food.  This  is  accomplished  by  trucking  all 
food  and  beverage  into  Moscow  from  Paris  rather  than 
dealing  with  local  suppliers. 

If  you're  traveling  to  the  Soviet  Union  for  the  first 
time,  you'll  have  some  questions.  What  to  speak.'' 
What  to  pack.-*  Russian,  preferably,  then  French  or 
English;  and  warm  clothes  in  layers,  for  the  colder  it 
gets  outside,  the  hotter  they  stoke  the  furnaces  inside 
office  buildings  and  museums.  Also  take:  anything 
else  you  could  possibly  need,  as  you  will  not  be  able  to 
buy  it  in  Russia.  The  currency  of  choice  is  the  dollar, 
for  taxis,  restaurants,  hotels  and  most  shopping.  In 
addition,  you  may  want  to  take  a  supply  of  gum, 
lipstick,  small  perfumes,  cigarettes  (Marlboros  are  ap- 
preciated), pantyhose  and  lots  of  single  dollar  bills,  all 
to  be  used  as  tips  or  bribes  as  necessary.  Not  that  I'm 
recommending  anything,  mind  you.  Just  reporting. 

An  American  in  the  Soviet  Union  is  an  instant 
celebrity.  You  will  therefore  have  no 
trouble  meeting  people;  you  may 
however,  be  unable  to  get  rid  of 
them.  As  for  doing  business  in 
the  Soviet  Union,   it  can   be 
a    nightmare  —  convoluted,  eva 
sive,   just   plain    slow.    Phone 
calls  to  the  States  arc  extraor- 
dinarily   expensive    (I    paid 
$70  for  six  minutes,  using  a 
calling   card    purchased    for 
cash    at    the    hotel    desk). 


Faxes  cost  even  more  and  are  unreliable.  Telex  com- 
munications are  the  best  solution.  The  Hotel  Pullman 
accepts  reservations  by  telex;  and  its  front  desk  is 
happy  to  help  with  any  communication  needs,  as  well 
as  to  make  arrangements  for  sightseeing,  tickets  to  the 
Bolshoi,  personal  translators  or  secretarial  work.  Ev- 
eryone I  dealt  with  spoke  English,  and  proved  vers 
helpful.  This  is  important:  you  will  need  their  assis- 
tance, more  so  than  in  most  other  cities  of  the  world. 
Pullman  Iris  Hotel:  Korovinskoye  Chaussee  10. 
127486,  Moscow.  Telephone  011-795-487-9044.  Tel- 
ex 871-413-656.  For  reservations:  800-223-9862;  212- 
719-9363  (in  New  York).  Room  rates:  single,  $220; 
double,  $253.  Rates  are  converted  from  the  French 
franc  and  are  subject  to  change. -S? 

—Mark  Grischke 


hint-class  slippers  by  Arroflot. 
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CompuServe  electronic  mail  travels  with  you. 


^^P^ 


On  the  rails.  In  the  sky.  Down  the  road. 

CompuServe  Mail  keeps  you  in  touch 

whether  you're  at  home  or  away 

It  doesn't  matter  where  you  or  the  people 

you're  trying  to  reach  are,  you  can  communicate 

through  CompuServe  Mail. 

So  whether  you're  in  a  hotel  room 

in  Los  Angeles  or  an  airport  in  New  York, 

you  can  access  CompuServe  Mail 

through  your  computer  and  send  or  receive 

communications  anywhere  in  the  world. 


Send  an  electronic  message  to  your 
sales  rep  in  St.  Louis.  A  document 
to  your  boss  in  Chicago .  A  fax  to 
your  client  in  Tokyo.  A  telex  to  your  office  in 
London.  Or  a  letter  to  your  kids  at  home. 
CompuServe  Mail.  The  electronic  mail  service 
that  goes  wherever  you  do . 
To  join  CompuServe,  see  your  computer  dealer. 
To  order  direct  or  for  more  information. 

call  800  457  MAIL  QjnipuServe 


Gunning  for  the 


record  books,  this  engraved- 


and-cased  Winchester 


model  1876  may  prove 


The  West,  and  the  art  it  inspired,  are  currently 
being  radically  reinterpreted,  as  anyone  who 
caught  "The  West  As  America,"  the  National 
Museum  of  American  Art's  recent  exhibition  in 


the  priciest  American  fire.  Washington  D.G.,  wcll  kuows. 


arm  yet.  At  Butterfield's, 


San  Francisco. 


The  exhibition,  which  featured 
164  works  of  art,  suggested  that  the 
painters  and  photographers  who 
roamed  the  West  between  1820  and 
1920  were  engaged  in  a  massive  prop- 
aganda exercise  designed  to  draw 
whites  from  the  East  and  to  counte- 


nance the  destruction  of  the  Indian 
race.  "Works  of  art  don't  always  mean 
what  they  seem  to  say."  the  exhibi- 
tion text  tells  us.  suggesting  that  in 
these  artists'  real  opinions  the  Indian 
was  inferior  to  the  white  man — a  view 
supposedly  reflected  in  their  works. 


By  Caroline  Butler 
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"1  can't  believe  how  painlessly 
the  claim  was  settled." 


^^-: ' 


"1  can.  We're  insured  by  Chubb. 


■  ifiM 


While  experiencing  a  loss  is  never  easy,  settling  a  claim  with  Chubb  is. 

A  recent  survey  of  Chubb  customers  who  have  submitted  claims  showed  97%  were  very  satisfied 
with  how  their  claims  were  settled.  The  source  of  their  satisfaction?    Chubb's  overall  service  and  quick 
response  to  claims  —  usually  within  24  hours  or  less. 

Wherever  you  find  fine  homes,  you'll  find  people  who  appreciate  Chubb's  consci- 
entious claim  service  and  superb  insurance  protection.  Enjoy  their  same  confidence  and 
;     sense  of  security.  See  your  agent  or  broker,  or  call  1  -800-36  CHUBB.  CHUBB 

j       For  promotional  purposes,  Chubb  refers  to  the  member  msurers  of  the  Chubb  Group  of  Insurance  Companies  who  issue  coverage. 
I       Chubb  is  proud  to  participate  in  "American  Playhouse."  Watch  for  it  on  PBS. 


Foundried  fathers:  Benjamin  in 
bronze.  At  Freeman's,  Philadelphia. 


Tranquil,  peaceful  and  beautiful — a 
Cause  take  on  the  Pueblo  Indians.  At 
Selkirk's,  St.  Ij)uis. 


The  works  of  two  such  artists  are 
coming  up  for  sale,  and  you  can  form 
your  own  view  on  the  subject  from 
the  Moon  photograph  or  the  Couse 
oil,  below.  Such  over-interpretation 
seems  to  me  in  itself  an  exercise  in 
propaganda.  The  best  comment 
made  on  this  type  of  interventionist 
rewriting  of  art  history  was  an  anony- 
mous note  in  the  visitor's  book  to  the 
show:  "This  exhibition  gives  a  whole 
new  meaning  to  the  expression  'pa- 
tronizing the  arts.'  "  The  works  be- 
low are  available  for  you  to  indulge  in 
the  more  usual  form  of  patronage. 

ULRICH  VflNCHESTER  RIFLE. 
BUTTERFIELD'S 
SAN  FRANCISCO 

The  record  for  a  single  American 
firearm  sold  at  auction  is  probably 
held  by  a  Colt  six-shooter  revolver 
that  Christie's  unloaded  for  $242,000 
in  1987.  But  this  Ulrich  deluxe  pre- 
sentation engraved-and-cased  Win- 
chester model  1876  may  surpass  it. 
The  gun  will  highlight  Butterfield's 
Oct.  22  sale  of  the  John  R.  Woods 
Collection  of  Winchester  firearms. 

C.  F.  Ulrich  was  Winchester's  top 
engraver,  and  here  his  deeply  cut, 
signed  game  scene  reveals  an  abso- 
lute sureness  of  hand.  The  gun  was 
presented  in  1884  to  Col.  Gzowski. 
Aide-de-Camp  to  Queen  Victoria.  It 
is  in  mint  condition,  unfired,  .50-. 95 
caliber,  with  the  original  velvet-lined, 
birds-eye  maple  case  complete  with 
all  accessories  and  a  full  presentation 
inscription.  Estimated  at  $200,000- 
$400,000,  it  is  surrounded  by  150 
spectacular  guns.  Contact:  Greg  Mar- 
tin, 415-861-7500. 

EUROPEAN  IVORY  PLAQUE. 

BOOS'S. 
BLOOMFIELD  HILLS,  MICH. 

If  the  talent  and  technical  \  irtuosity 
apparent  in  this  ivory  piece  had  gone 
into  a  painting,  not  only  would  it  be 
signed,  but  its  signer  would  be  a 
household  name.  .Alas,  of  this  piece 
we  know  ver\'  little. 

It  was  carved  in  Kuropc  in  the 
early-  to  mid- 19th  centiirs,  which  saw 
an  expansion  of  i\ ory  car\  ings  and  the 
establishment  of  specific  schools 
such  as  the  one  set  up  in  Dieppe, 
France,    in    ISOS.   The   scene    is   of 


ferocious  Roman  games,  perhaps  in 
the  Colosseum,  which  pitted  men 
against  bulls  in  a  confusion  of  horses, 
soldiers  and  elephants.  This  piece, 
estimated  at  $8,000-$  12,000,  mea- 
sures 9"  by  15"  and  is  part  of  o\er  200 
ivories  for  sale  at  the  Frank  H.  Boos 
Gallerv",  Sept.  24-26 — the  largest  sin- 


European  ivory  carving,  at  Boos's, 
Bloomfield  Hills,  Mich. 

gle  collection  of  ivories  to  come  to  the 
auction  market  in  some  time.  Con- 
tact: Jonathan  Boos,  313-332-1500. 

MONUMENTAL  SCULPTURE  OF 

BENJAMIN  FRANKLIN, 

FREEMAN'S,  PHILADELPHIA 

"June  12th  1752  was  the  day  on  which 
Benjamin  Franklin  extracted  light- 
ning from  the  sky  with  his  kite  and 
key."  So  runs  the  inscription  on  the 
base  of  this  six-foot  bronze  sculpture 
of  Philadelphia's  famous  son.  Frank- 
lin's accomplishments  seem  endless: 
one  of  the  greatest  American  re- 
searchers in  pure  science;  drafter  of 
the  Declaration  of  Independence; 
signer  of  the  Treaty  of  Paris  in  1783; 
minister  to  France;  linguist;  writer.  At 
home,  his  concern  with  civic  im- 
pro\ements  put  Philadelphia  ahead 
of  other  cities  in  matters  of  welfare 
and  learning,  as  can  be  seen  by  the 
results:  the  .American  Philosophical 
Society  (1743).  the  I'niNcrsity  of 
Pennsylvania  (175 Hand  the  Pennsyl- 
vania Hospital  (1752).  When  he  died 
in  April  1790.  Franklin  was  acxorded 
the  world-wide  honors  he  had  earned. 
Renowned  for  her  commissioned 
contemporar>  portraits  (Carl  Sand- 
burg. John  Giclgud,  et.  al.).  Philadel- 
phia sculptress  Agnes  Varnall  (19(>4- 
1989)  completed  Franklin's  statue  in 
1%6.  and  the  surface  treatment  is 
typical  of  her  work.  It  will  Ix'  auc- 
tioned  durinu   I'rccman   Fine   Arts' 
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Our  idea  of  the  worid's  fastest  computer 
is  the  one  you  can  learn  to  use  fastest. 


iiinw 


VGA 


CoK" 


Introducing  the 

Simply  Smart    line  of 

personal  computers 

from  Smith  Corona  Acer."' 

With  a  typical  "high  perfor- 
mance" computer,  you  have  to 
wade  through  instruction  man- 
uals fa  weeks  before  ycxj  can  get 
it  to  perform  at  all. 

Luckily,  there's  one  high 
performance  computer  that's 
far  from  typical  —  the  Smith 
Corona  Acer  PC. 

It's  a  computer  that's  so 
intelligently  designed,  even  a 
novice  can  begin  using  it  in 
mere  minutes. 

Each  function  is  designed 
to  moke  your  work  easier 
Every  feature  feels  familiar 
—  right  out  of  the  box. 
Faster  than  you  ever 
magined,  you'll 
be  abb  to  mn 
a  huge 
array 


of  soft- 
ware—from  our 
own  word  processing 
program  to  sophisticated 
business    programs,    even 
games. 

Now  who  ever  thought  a 
computer  this  simple  could  be 
so  fast? 

Fof    info'rna''0"      >•■ 
65  locus'  As«    N- 
Cotono  Conodo,  ■•  '• 
Ontaiio.  Conodo  M  i  B  1 1  -l 


SMITH 
CORONIV 


T 


Thank  goodness  the  drinking  age  is  21. 

A  lewd  Kirkpatrick  flask,  at  David 

Rago's,  Lambertville,  NJ. 


Samorous  intentions?  Davis  Jr.  memo- 
rahilia,  at  Butterfield's,  Los  Angeles. 


"A"  is  for  Arab.  Russian  children's 
hook,  at  Swann  Galleries,  New  York. 

U>4    FORBES 


Oct.  10-12  sale  (estimate:  $30,000- 
$50,000).  Contact:  Leslie  Lynch- 
Clinton,  215-563-9275. 

MOONLIT  SCENE  BY  EANGER 

IRVING  COUSE,  SELKIRK'S. 

ST.  LOUIS 

Eanger  Irving  Couse  (1866-1936), 
who  made  his  reputation  painting 
monumental  Indian  subjects,  is 
among  the  best  known  of  the  Taos 
School  of  painters  who  immortalized 
the  lives  of  Pueblo  Indians  Hving 
around  Taos,  N.M.  Couse  portrayed 
the  Indians  in  his  paintings  almost 
poetically — tranquil,  peaceful  and 
beautiful — like  this  woman  and  boy 
gazing  out  over  their  village  wall  un- 
der a  rising  moon.  Couse  often  charac- 
terized his  subjects  as  engaged  in 
some  domestic  activity,  here  marked 
by  the  olla  pot  resting  against  the  wall. 
This  oil-on-canvas,  measuring  46"  by 
35Vi",  was  awarded  a  silver  medal  at 
the  Panama  Pacific  International  Ex- 
position of  1915.  For  sale  at  an  esti- 
mate of  $50,000-$60,000  at  Selkirk's 
Autumn  Sale,  Sept.  23-26.  Contact: 
Mark  Howald,  314-533-1700. 

KIRKPATRICKS'  SHOOFLY 

FLASK,  DAVID  RAGO'S. 

LAMBERTVILLE.  N.J. 

Cornwall  and  Wallace  Kirkpatrick 
owned,  operated  and  worked  in  sev- 
eral potteries  in  Ohio  and  Kentucky, 
but  it  was  at  the  kiln  they  founded  at 
Anna,  III.,  in  1859  that  they  estab- 
lished their  own  eccentric  style — al- 
most precursors  to  George  Ohr. 

The  title  of  a  1987  exhibition  de- 
voted to  their  work  at  Anna  is  reveal- 
ing: "Forever  Getting  Up  Something 
New."  The  catalogue  that  accompa- 
nied the  exhibition  divided  their 
work  into  several  categories:  "utilitar- 
ian" (household  stoneware),  "novel- 
ties for  fairs"  (more  imaginative 
pieces),  "directory  urns  and  jugs" 
(pieces  with  maps  on  them),  "pig 
flasks"  (animal-shaped),  "snake 
jugs"  (used  for  alcohol,  the  snakes 
representing  the  evils  of  drink),  and, 
of  course,  "miscellaneous." 

This  last  group  included  mugs  with 
frogs  inside  thcni  to  surprise  the 
drinker,  and  this  lewd  flask  for  licjuor. 
Made  in  brown-black  fired  stoneware 
in  1891  and  7"  high,  it  features  a  black 

FYI 


woman  astride  the  flask  shooing  away  w^'^- 
a  fly.  Her  dress  is  rumpled  up  at  the 
back  exposing  her  in  a  way  that,  ahem, 
leaves  nothing  to  the  imagination.  «  i'"^"' 
(For  adults  only.)  Estimated  at 
$6,000-$9,000,  it  is  for  sale  on  Nov.  10 
at  David  Rago's  Arts  and  Crafts.  Con- 
tact: David  Rago,  609-397-9374. 
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SAMMY  DAVIS  JR. 

MEMORABILIA. 

BUTTERFIELD'S.  LOS  ANGELES 

One  of  the  most  popular  type  of 
auctions  in  recent  years  has  been  the 
memorabilia  sale,  with  the  cata- 
logues— chock-full  of  descriptions — 
often  prized  as  souvenirs.  The  sales 
themselves  are  well  worth  attending 
as  friends  and  fans  press  in  to  secure  a 
last  familiar  piece,  sometimes  at 
prices  defying  gravity.  Remember 
Andy  Warhol's  cookie  jars.'' 

The  Butterfield's  sale  on  Sept.  22 
of  the  estate  of  Sammy  Davis  Jr.  puts 
the  spotlight  on  HolK'wood,  Las  Ve- 
gas and  Broadway.  His  estate  in- 
cludes his  collection  of  hats,  scrap- 
books,  the  Davis  guest  book,  photo- 
graphs such  as  an  early  portrait  of  \  x 
Marilyn  Monroe  (signed  "To  Sammy 
.  .  .  With  Warmest  Regards"),  his 
jewelry,  art,  and  this  director's  chair 
(estimated  at  $700-$900)  and  walking 
stick  (estimated  at  $800-$l,000,  in  a 
group  lot  often  sticks).  Contact:  Lau- 
ra Smissaert,  213-850-7500,  ext.  210. 

RUSSIAN  CHILDREN'S  BOOKS. 
SWANN  GALLERIES.  NEW  YORK 

Glasnost  has  certainly  opened  doors 
which  had  been  hermetically  sealed. 
Some  of  them  reveal  Communist 
nurseries  filled  with  books  ready  to 
provide  budding  Marxists  with  the 
ideology  for  the  future,  as  well  as 
those  to  help  them  solve  more  ele- 
mentary tasks,  like  learning  the  al- 
phabet. These  two  colorful  examples 
arc  part  of  a  collection  of  at  least  20 
illustrated  books  which  ha\e  recently 
come  over  from  the  I'.S.S.R. 

Pictured  to  the  left,  the  ".A"  for 
.Arab  from  .Mcxandrc  Benois's  "Az- 
buka"  or  alphabet  book.  Benois  was 
the  stage  and  costume  designer  of 
Diaghilc\*s  RalUrs  Russrs.  and  his 
concept  of  .\rabs  seems  to  predate  the 
U>30s  by  a  few  centuries  (estimate: 
$1,(K)0-$2.(HH)).  A  propaganda  book 


ly  Arkady  Gajdar,  Moscow  1933,  (es- 
Imate:  $200-$300)  describes  in  ex- 
rcme  caricature  the  struggle  be- 
iiveen  cigar-smoking  capitalists  and 
loble  Communists.  At  Swann  Galler- 
;s'  auction  on  Nov.  7.  Contact:  Caro- 
kne  Birenbaum,  212-254-4710. 


I A  rising  Moon — a  silver  print  ofPesoth- 
I  lanny,  at  Swann  Galleries,  New  York. 

KARL  MOON'S  PORTRAIT  OF 

PESOTHLANNY,  SWANN 

GALLERIES.  NEW  YORK 

Unlike  many  of  his  contemporaries, 
the  work  of  western  photographer 
Karl  Moon  (1879-1948)  remains  rela- 
tively obscure.  However,  by  the  time 
this  striking  portrait  of  Pesothlanny 
was  shot,  Moon  had  exhibited  in 
many  museums,  and,  at  the  special 
invitation  of  President  Theodore 
Roosevelt,  had  even  found  his  way 
into  the  White  House. 

This  toned  silver  print,  attributed 
to  Moon,  was  made  in  1907  after  the 
photographer  had  moved  to  the 
Grand  Canyon  and  started  working 
with  Fred  Harvey  on  his  collection  of 
Southwest  Indian  pictures.  The  por- 
trait measures  9%"  by  7%"  and  is  on 
the  original  double  mount  with  the 
Fred  Harvey  copyright  blindstamp 
on  the  recto.  For  sale  at  an  estimate  of 
$800-$l,200  at  Swann  Galleries  on 
Oct.  8,  in  a  strong  field  of  photographs 
which  runs  from  Brady,  Abbott  and 
Weegee,  to  Irving  Penn's  "Rock 
Groups,  1967:  Janis  Joplin,  Big  Broth- 
er and  the  Holding  Company,  and 
The  Grateful  Dead."  Contact:  Daile 
Kaplan,  212-254-4710. 

C  A  R  O  L I N  K  B  U  r  L  K  R  covers  region- 
al auction  houses  for  FYI. 


Come  on  down  and  visit  us  at  our  Tennessee  distillery  someday.  We  love  meeting  you  good  Jack  Daniel's  drmkers 

WHEREVER  YOU  SEE  A  YOUNG  MAN 
in  Jack  Daniels  Hollow,  there's  an  older  one  close 
at  hand. 

Pairing  newer  employees  with  ones  who  are  older 
and  wiser  is  a  system  we've  used  for        ^ 
years  around  here.  You  see,  we  make  an 
oldfashioned  whiskey  by  oldtime 
methods.  Mainly,  they're  the  same  as 
the  methods  Jack  Daniel  himself  once 
used.  And,  we  believe,  one  sip  of 
our  whiskey  will  tell  you  why  we 
still  want  them  taught. 

SMOOTH    SIPPIN' 
TENNESSEE    WHISKEY 


Tennessee  Wtiiskey  •  40-43%  alcohol  by  volume  (80-86  prooO  *  Distilled  and  Bottled  by 
Jack  Daniel  Distillery.  Lem  Motlow,  Proprietor.  Route  1.  Lynchburg  (Pop  361).  Tennessee  37352 

Placedinthe  National  Registerof Historic  Placesbytht  UniledStates  Government. 
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THE  CREAM  OF  THE  MAIL-ORDER  CATALOGUES 


^7     A    %^  amazed, 

[every  time  we  go  through 

[these  10,000-odd  (and  we  do 

[mean  odd)  catalogues,  how 

on  earth  we've  managed  to  g^ 

on  living  without  certain 

things.  Hovir,  for  instance,  did 

we  get  this  far  without ... 

9  Callus  hopelessly  bourgeois,  but  we  do 
like  these  I  /ihrador  retrieverwaslebaskets. 

Item  #6118Y  (yellow  lab) $23.50 

Item  #6118K  (black  Lab) $23.50 

the  Paragon 800-343-3095 

^  do  aherul  mid  laugfi,  Imtif  Napoleon  s 
troops  had  had  this  warm-air  Hoot 
Dryer,  Queen  Elizabeth 's  annual  mes- 
s//i^to  Padummtl  -u^vuUI l)e^n,  'lionjoiir. " 

Item#N71107A143 $32 

Eddie  Bauer 800-426-8020 

^)  I'hey  might  not  be  detened  try  rain, 
sleet,  nor  snow,  but  this  swordfish  mail- 
box 11  stop  those  carriers  in  their  tracks. 
Post  not  included. 

Item  #31B $75 

Horchow 800-456-7000 

O  You  CO  aid  look  it  up.  You  'dfind  it 
on  this  Corvette  Data  poster,  in  24  try 
36  full-color  inches. 

Corvette  poster $4.95 

Automobile  Quarterly 800-523-0236 

^  Been  feeling  a  little  tart  after  that 
dip  in  the  pool f'  You  might  want  to  check 
its  pH  with  this  acid  rain  test  kit. 

Item  #39212 $19 

Edmund  Scientific 609-547- 


{As  of  press  time, 
all  items  were  available; 

however  FYI  can  V 

guarantee  they  will  he  if 

all  of  you  order 

the  same  thing  at  the 

same  time.) 


^^  Tequila  "sucker"  lollipop,  each  with 
its  very  own  worm.  An  ideal  conver- 
sation starter.  Or,  give  it  to  your  cavi- 
ty-ridden youngster  next  time  he  or  she 
asks  for  a  sweet,  'ihatll  cure  'em. 

Item  #ir 95  cents  a  pop 

Box  of  36 $25 

Hotlix 800-EAT-WORM 

O  i\s  the  captain  of  the  Titanic  said, 
"I  know  I  asked  for  ice,  but  this  is 
ridiculous."  Treat  your  guests  to 
really  cold  vodka  with  this  Iceberg 
System  decanter. 

Item  #IB02-002 $89.50 

IWA  800-527-4072 

^^  Eighteen — count  'em  —  lip-smack- 
ing pounds  of  River  Ruby  grapefruit 
and  "polished" —  wow! —  avoca- 
does.  Note:  available  for  Christmas 
delivery  only. 

Item  #128 $28.95 

Hale  Holiday  Gifts 800-289-4253 

^^  Strange  Hut  True  h'ootball  Stories 
video,  hosted  by  Vincent  Price.  Thrill 
to  the  NFL 's  curiosities,  .such  as  the  one- 
lyed qitarterlrack.  V\\\\\  to  the  one  about 
the  player  whose  diet  was  blood  and 
raw  meat!  1 1  ahahahahahahaaaa  ! 

NFL  1086 $19.98 

NFL  Films  Video •..800-NFL-TAPE 
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^9  Whoa,  what  have  we  here?  None 
other  than  a  Frangipane  pear  tart: 
juicy  pears,  almond  filling,  sweet  but- 
ter dough.  Serves  8  to  12;  or  one  re- 
ally hungry  person. 

Item#7019B $29.95 

Hany  and  David 800-547-3033 

^^  Kevin  Costner  called  it  home  in 
Dances  With  Wolves.  The  same  folks 
who  made  all  of  his  will  be  happy  to 
make  a  tipiforyou,  too. 

'-26'tipis $138-$1,800 

Nomadics 503-389-3980 

^)  //  looks  a  little  friendlier  than  a  rid- 
ing crop,  hut  the  idea's  the  same,  name- 
ly, to  let  that  1 , 200-pound  horse  betwren 
your  legs  know  that  when  you  say. 
"(liddyup.  "you  mean  "Now. " 

Item  #940 $19 

Phelan's 415-332-6001 

^/  We'll  Just  quote  their  copy  about 
this  Imss  jigsaw  puzzle:  "The  funny 
thing  about  this  puzzle  is  holding  it 
up  by  one  piece  when  it's  complete, 
moving  it  slightly  and  watching  if  rip- 
ple like  ii  real  fish.  Try  it!" 

Item  #ir $620 

Stave  Puzzles 802-295-5200 


9  We  are  not — repeat,  not — recom- 
mending these  as  a  means  to  sneak  stuff  I 
through  Customs;  but  if  you  're  planning  \ 
a  stay  at  Motel  6,  these  "Stash  "  cans 
could  come  in  handy. 
Items  #SC5 1-001  throngh  -4  ....$21.95 
IWA  800-527-4072 

^^  Move  over,  peace  treaties  and  can- 
cer cures,  here  comes  the  Pet-Vac. 
Actually,  in  the  Age  of  Lyme  Disease, 
something  that  removes  ticks  and  fleas 
could  come  in  handy. 

Item  #5047 $24.95 

HaverhiUs 800-882-3050 

O  A  hundred  years  ago,  Scottish  golfers 
carried  their  clubs  in  wicker  bags  like 
these.  The  real  McCoys — or  should  we 
say,  MacGregors— fetch  up  to  $1,500 
at  auction.  These  repros  weigh  under 
three  pounds. 

Item  #ir $210 

Home  On  The  Range 800-473-0142 

Q  Honey,  where  the  hell  are  the  Toy- 
ota keys?  Dans  le  Chateau  Cabinet, 
cheri.  Stands  six  feet  tall,  with 
opening  facade,  glass  windows, 

painted  ivy $3,600 

Eric  LansdowB 415-822-1325 

O  A'o,  this  is  not  Sashimi,  this  is  food 
like  we  used  to  eat  before  «y  devoted 
Si'>^c  of  our  contrrsational  energies  to 
cholesterol.  These  filets  mignon  are  lean 
but  not  rnciti  Hold  the  A  -  /  sauce. 

Item  #492  (6  Glets) $47.95 

Omaha  Steaks 100-228-9055 

^  ShiK  ing  gratrs:  the  wtiffoed cMrome 
implements  in  the  makogamy  box  can 
add  a  nitr  bit  of  spiff —  atutaomuk — 
to  that  morning  ntutil. 

Item  #ir $269 

Paul  Stuart 212-682-0320 
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CLASSIFIED  INDEX 
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Executive  Gifts 

Historical  Reproductions 

Art 

Antiques 

Gourmet  Foods 

Children's  Gifts 

Financial  Services 


Collectibles 
Books/Periodicals 

Furniture 
Audiobooks 
Real  Estate 
Golf  Videos 


Sports/Athletic  Equipment' 

Resorts 

Apparel 

Books 

Vacotions  | 

Fitness/Health 

Fine  Wines 


EXECUTIVE  GIFTS 


HANDCRAFTED  AVIATION  DISPLAY  MODELS 

by  THE  WORLD'S  LARGEST  MAKER  OF  AVIATION  DISPLAY  REPLICAS 


•  1 68  different 
and  unique  replicas 
of  aviation  history 

•  wide  range  of 
collector  scales 

•  military  aircraft  from 

1914  to  present 

•  airliners  from  the  1920's  to  present 

•  spacecraft  from  the  1 960's  to  present 


For  free  full 
color  catalog: 


Ford  Trimotor  @  S119.95 


SHOWCASE  MODEL  CO. 

P.O.  Box  470,  Dept.  FYI991 
State  College,  PA  16804-0470 


CALL  (800)  441-9524  /  FAX  Number  (814)  238-8572 


FURNITURE 


FREE  COLOR  CATALOG 


Revolving  Bookcases,  Sold 
Mahogany  &  Other  Hardwoods. 
Factory  Direct  Prices. 

Time-N-TimberWoodcratters,  Inc. 
FVI,  Box355,Siverhil,  AL,  36576 


TOLLFREE     1-800-368-3943 


/I 


STAND     FOR     SUCCESS 


ERGOSOMIC  DESK 
Makes  it  happen! 

IVxIiKtiMlA  •  hinxv 

Scml  SI  (XI  hii  uiikig     ..(lo- 
0*11:  708S4S-U70 
INTERTHOR.Iac.  •  mrhi^h.Si  •  tmiihn.lIMIS.) 


AUDIOBOOKS 


BOOKS 
ONTAPE^ 


►  World's  Largest  Selection  ol  Audio  Books  i 


•  Best  Sellers  > 
on  Cassette  Z 

•  Full-length    j 
Readings     •• 

•  Call  for  Free  * 
Brochure      1 


(800)  626-3333 


AT  YOUR  SERVICE 

A  New  Opportunity'  For 
Direct  Response  Advertisers 
FORBES  F\\  appeals  to 
executives  who  live  their  lives 
with  a  sense  ot  style — and 
can  attord  to: 

*  Median  Household  Income — 
S126,000 

•  Median  Net  Worth— 
$734,000 

These  are  subscribers  who 
ha\e  the  money  to  spend  on 
sports.  lra\\'l,  leisure 
achvities  and  other  finery — 
tempt  them  with  your 
special  prvxiucts  and  services. 

Call  Linda  Loren 
(212)  t>20-2440  for 
more  information . 


AT  fyiY  OUR 


REAL  ESTATE 


Own  Spectacular  Land, 

40  acres  in  the  Colorado 

Rockies.  $30,000  and  up,  1% 

down,  9%  financing.  Write: 

Forbes  Wagon  Creek  Ranch 

Box  303,  Fort  Garland,  CO  81133 
(719)  379-3263 


"Every  exit 

is  an 

entrance 

somewhere " 


Rosencrantz  and 
Gilderstein  are  Dead 

—Tom  Stoppard 


It  keeps 

more  than 

memories 

alive. 


HISTORICAL 
REPRODUCTIONS 


DistiiKtrci!  I  hi  ml  CiiiTcd 
Sailing  Ships 


EXECUTIVE  GIFTS 


Mahogany  &  Teak  •  fine  details  •  from  S495 

SEACRAFT 


For  Our  Catalog  Call  (800)  356- 1987 

6615  N.Scomd3leRil..Sconsilale.AZ  85250  •  mi  951-9518 


EXECUTIVE  GIFTS 


Send  S2  for  catalog  of  fascinating 

Natural  History  Gifts  &  fossil  replicas: 

SKULLDUGGERY  •  624  South  B  Si 

Dept  VII  •  Tustin,  CA  92680 

(714)  832-8488 


^i^AUTHBMTloV 


Ambassador  Lapel  Flags® 

Your  logo  with  any  2-flag  mix. 
Also  custom-made  single  &  2-flag  ALFs 
Delivery:  14  business  days  Worldwide 
TME  Co.,  117  Park  Ln  Rd  .  Ste  1C1 

New  Miltord,  CT  06776.  U  S'A 
(800)  535-5255    •    Fax  (203)  354-2786 


^pf*JNTII 


n^^L' 


-IXTP-' 


!!  CASHMERES  !! 

And  Lots  Of  Other  Goodies '  Free  Brochure,  Map! 

AIRMAILED  RIGHT  TO  YOUR  DOOR! 

Write,  phone,  or  fax 

all  maior  cards  accepted 

Phone:  01 1-44-334-72366  (24»irj) 

Fax:  76416 

ST.  ANDREWS  WOOLLEN  MILL. 

ST.  ANDREWS.  SCOTLAND 

(Yes,  we're  nght  here  on  the  18th  Green!) 


THE  AMERICAN  HtART 

ASSCriATION 
MEMORIAL  PRCliKAM . 


0 


American  Heart  Association 

provided  as  a  public  service 


^CATALOGS- 
CLOTHING  •  HATS  • BOOTS 
VESTS  •  LEATHER  GOODS  •  ETC. 

l*BaO*447-SZ77 

SCOTTSnALE.  ARIZON.^ 


APPAREL 


THE  BEST  UNDERSTATEMENT 
EVER  MADE.  Quality  fabrics,  colore, 
,.','i  pattenis,  Seaisland™ cot- 
ton boxershorts  you 
Ccin't  buyinstores.  For 
exclusive  brouchure: 


..^- 


-JtTHE-Ai^ 
^      (iREEN  IKTNT1 


GP-1  3060  Peachtree  Rd.  Adanta,  GA 
30305,  1-800-827-POND 


BOOKS 


Recorded 
Books 

Unabridged  on  cassette 

Imagine  a  book  that  reads  itself  aloud 
while  you  drive.  Imagine  the  pleas- 
ure, think  of  the  time  well  spent.  Hear 
Galbraith's  THE  GREAT  CRASH  or 
Hawkings  A  BRIEF  HISTORY  OF 
TIME  expertly  narrated  cover  to 
cover.  Call  now  for  a  free  catalog  of 
500  titles.  Ask  about  easy  rentals  bv 
mail.  Toll  free:  l(800)-638-1304 


COLLECTIBLES 


miQUE  STOCK  (zimFiarEs 

Great  gift,  collectible,  or  conversation  piece  to 

hang  on  your  wall   Prices  on  these  documents 

continue  to  rise  since  they  are  rarer  than  ccNns 

or  stamps.  Some  are  signed  tn  famous  indivKl 

uals.  Newsletter  catalog  of  old  &  antique  stock 

and  bond  certificates  t3  We  also  buy 

Investment  Resevch  Institute 

3043  Clavton  Road.  Concord,  CA  94519 

(415)  686-9067 


Special  15%  discount  on  classified  ads  that  run  in  both 
FYI  At  Your  Service  and  Forbes  Market  Classified. 


CIJISSICS,  ILLUSTRATED 


Prom 


"The  Eighty 

Yard  Run" 

By  Irwin  Shaw 

Collected  in 

Five  Decades, 

Delacorte  Press, 

paperback,  1918, 

pg.  24 


^arling  half-closed  his  eyes, 
almost  saw  the  boy  fifteen  years  ago 
reach  for  the  pass,  slip  the  halflxick,  go 
skittering  lightly  down  the  field,  his 
knees  high  and  fast  and  graceful,  smil- 
ing to  himself  because  he  knew  he  was 
going  to  get  past  the  safety  man.  That 
was  the  high  point.  Darling  thought, 
fifteen  years  ago,  on  an  autumn  after- 
noon, twenty  years  old  and  far  from 
death,  with  the  air  coming  easilv  into 
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his  lungs,  and  a  deep  feeling  inside  him 
that  he  could  do  anything,  knock  over 
anybody,  outrun  whatever  had  to  be 
outrun.  And  the  shower  after  and  the 
three  glasses  of  water  and  the  cool  night 
air  on  his  damp  head  and  Louise  sitting 
hatless  in  the  open  car  with  a  smile  and 
the  first  kiss  she  ever  reallv  meant.  The 
high  point,  an  eighty-yard  run  in  prac- 
tice, and  a  girl's  kiss  and  everything 
iftcr  that  a  decline,  aj 
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you  can  play  golf  'til  well  past  ten. 

f^ut  please  be  advised,  your  round 
must  come  to  a  halt  while  the 
groundskeepers  t.'ike  their  dinner  break. 
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Drinking  Cutty  Sark 

won't  make  you  seem  more  attractive. 

Or  help  you  get  a  date. 

But  if  you  really  want  to  score  points  at  a  bar, 

there  are  other  ways. 
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Forget  TV  sets.  In  three  years 
there  won't  be  any. 
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"We're  not  running  out  of  landfill  space.  We're  running 
out  of  politicians  willing  to  site  suitable  landfills." 
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When  an  office  doesn't  work,  it's  a  people  issue,  right? 
When  productivity  falls,  it's  a  people  problem,  right? 
Well,  let's  see  how  wise  that  bit  of  conventional  wisdom  is. 
As  a  nation,  for  the  past  15  years  we've  been  throwing 
people  at  the  problem  of  office  productivity 

Of  the  more  than  116,000,000  Americans  who  are  work- 
ing today  almost  58%  of  them  are  white-collar  office  workers. 

And  since  1976,  the  number  of 
people  who  work  in  offices  has  grown 
twice  as  fast  as  other  segments  of 
the  workforce. 

So  has  it  worked?  Have  more 
people  meant  more  productivity? 
Since  1976,  the  U.S.  has  trailed 
virtually  all  industrialized  countries  in  produc- 
tivity growth. 

White  collar  productivity  rose  less  than  1% 
per  year  during  the  1980s. 
And  in  1989  and  1990,  it  actually  declined. 
Clearly  throwing  more  people,  or  differ- 
people,  at  the  problem  doesn't  solve  it. 
But  something  else  does.  Something 
unconventional. 

There  are  dozens  upon  dozens  of 
enterprises-companies,  government 
agencies  and  universities-which 
have  made  dramatic  gains  with  essentially  the  same  people 
working  in  their  offices  and  departments. 

In  the  credit  card  division  of  a  major  financial  institution, 
customer  service  response  time  was  slashed  from  as  long  as 
four  days  to  just  minutes. 

In  the  accounts  payable  department  of  a  leading  con- 
sumer products  company  the  time  it  took  to  file  in-coming 
checks,  invoices  and  requisitions  went  from  a  two-to-three- 
month  backlog  to  instantaneous  filing  the  moment  they  arrive. 
And,  the  corporate  legal  department  of  an  aerospace  firm 
realized  a  60%  reduction  in  trial  preparation  costs. 

So  what  changed?  What  made  these  offices  work,  when 
so  many  don't? 

We  call  it  Office  2000. 

A  complete  rethinking  of  the  way  offices  and  departments  work. 
A  way  that  breaks  with  some  of  the  most  cherished  notions 
of  technology  over  the  past  decade. 

A  way  that  focuses  on  people.  On  process.  Then,  and  only 
then,  on  technology 

Away  that  earns  you  a  substantial,  measurable  return  on 
perhaps  your  greatest  investment. 
Your  people. 
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Any  heaKtiy  babies?  No, 
replied  the  social  worker. 
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[inherited  two  groups  with 
i,  five  divisions  with 
I  bunch  of  fiefdoms. 
66 


With  a  little  patience,  among  other 
things,  you  too  could  start  a  business. 
114 


Should  your 
mistress  with- 
hold? Maybe  so. 
■■■I   104 
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114 
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Ivhat  does  it  take  to  start 

a  new 

fcusiness,  besides  capital  and 

a  good 

Idea?  Lots  of  patience. 
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To  have  a  home,  a  place  where  no  one  is 
more  comfortable  than  you. 

That  search- the  striving  for  decent  and 
affordable  housing-  runs  so  deep  through  our 
society  that  finding  new  ways  to  supply  it  has 
always  been  a  national  priority 

As  a  congressionally  chartered, 
shareholder-owned  corporation,  Fannie  Mae 
has  helped  ensure  home  financing  for  more 
than  thirteen  million  families  in  all  50  states. 

Linking  the  world's  capital  markets  to 
hometown  lenders  all  across  .^erica, 
Fannie  Mae  made  over  $115  billion  available  for 
residential  mortgages-homes-in  1990  alone. 
.And  in  every  state,  regardless  of  how  its  region 
is  faring,  the  presence  of  a  Fannie  Mae  means 
that  there  is  a  constant  flow  of  mortgage  money 
at  the  lowest  possible  cost. 

Without  a  Fannie  Mae  in  the  market  every 
day  some  of  those  thirteen  million  families 
would  have  paid  higher  rates  or  found  it  more 
difficult  to  get  a  mortgage.  Some  might  have 
been  denied  homeownershipaltogetherorseen 
the  cost  of  rental  housing  move  out  of  reach. 

Millions  more  families  will  be  searching 
for  a  place  to  call  home.  Fannie  Mae  wants 
to  make  sure  that  each  of  these  families  has  a 
chance  to  go  from  being  a  prospective  renter 
or  home  buyer  to  a  homebody 

FannieMae 

The  USAs  Housing  Partner 


w 


Fbrbes 


HUiHyiKM^^Llliih-lKVIII 


EACH  REFERENCE  IS  TO  THE 
FIRST  PAGE  OF  THE  STORY  IN 
WHICH  THE  COMPANY 
NAME  APPEARS. 


A  La  Bonne  Renommee,  204 

Abitibi-Price,  40 

Aetna  Standard  Engineering,  88 

Alaska  Air  Group,  224 

Albertson's,  224 

Alliant  Techsystems,  66 

American  Cyanamid,  172 

American  Express,  100 

American  President,  106 

American  Standards  Testing  Bureau, 

Ameritas  Life  Insurance,  132 

Ameritech,  239 

Amoco,  44 

Ampex,  188 

AMR,  230 

Amre,  216 

Anadarko  Petroleum,  18 

ArthurAndersen,  100,  132 

Apple  Computer,  18,  188 

Argentina  Fund,  214 

Giorgio  Armani,  204 

Arnold  &  Porter,  88 

AT&E,  239 

AT&T,  100,  106,  239 

Avon  Products,  10,  184 

Azzedine  Alaia,  204 


Banco  Santander,  229 
Ue  Bank  Credit  Analyst,  219 
Bank  of  Boston,  229,  234 
Bank  of  East  Asia,  184 
Bank  ofNew  York,  238 
BankAmerica,  106,  229 
Bankers  Trust,  129 
Barber  Oil,  116 
Baring,  226 

Baxter  International,  45 
Beazer,  116 
Bcchtel  Group,  174 
Bell  Atlantic,  239 
BellSouth,  188,  239 
Berkshire  Hathaway,  129 
Sanford  C  Bernstein,  169 
Bicycle  USA,  206 
Bidcrmann,  60,  204 
Biotech  Research  Labs 

(Cambridge  BioScicncc),  202 
D.H.  Blair,  82 
Bloomingdalc's  (Federated 

Department  Stores),  180 
Boeing,  224 
Boston  Red  Sox,  180 


British  Petroleum,  44,  50 
Browning- Ferris  Industries,  40 
Business  Week,  127 


C&S/Sovran,  58 
Cabot,  Cabot  &  Forbes,  214 
California  Plant  Technology,  202 
Pierre  Cardin  (Intercontinental 

Branded  Apparel),  204 
W.I.  Carr  (America),  220 
Central  Newspapers,  78 
Chase  Manhattan  Bank,  106,  234 
Chesebrough-Pond's  (Unilever),  60 
Chevron,  44 

Chicago  White  Sox,  12,  180 
Chiquita,  52 
Chiron,  202 
Christie's,  127 
Cincinnati  Bell,  239 
Citation  Index,  202 
Citicorp,  129,  224,  229,  234 
Clorox,  106 
Club  des  Dix,  204 
Coca-Cola,  40 
Cold  Spring  Harbor,  202 
Colonial  Mutual,  226 
Columbia  Pictures  (Sony),  206 
Comerica,  238 

Commodore  International,  188 
Compaq  Computer,  188 
Composite  Research  &  Management,  224 
Conde  Nast  Traveler,  16 
Coopers  &  Lybrand,  100 
Coeur  d'  Alene  Hotel,  16 
Courreges,  204 
Craig,  129 
Cray  Computer,  188 
Credit  Suisse  (CS  Holding),  169 
Daniel  Cremieux,  204 
CS  First  Boston,  100,  169,  214 
Cypress  Semiconductor,  188 


Dean  Foods,  23 

Dechert,  Price  &  Rhoads,  226 

Delta  Air  Lines,  22,  230 

Dexter,  172 

Digital  Equipment,  100 

Christian  Dior  (LVMH),  204 

Walt  Disney,  206 

DNA  Plant  Technology,  202 

Dole  Foods,  52 

Donaldson,  Lufkin  &  Jcnrcttc,  172 

Donovan,  Leisure,  RogoWn,  Huge  &  Schiller,  88 

Du  Pont,  241 

Duriron,  172 

DVI  Financial,  82 


Eastman  Kodak,  82 

Jack  Hckerd,  238 

Economic  Analysis  Associates,  238 

F3nron,  18 

Ernst  &  Young,  58,  100,  172 

European- American  Bank,  214 

Executive  Life,  106 


Falcon  Cable  Telcvison,  106 


John  Fairfax,  106 

Federated  Department  Stores,  60 

Ferro,  114 

Fiat,  100 

Fidelity  funds  fFMR),  238 

Financial  funds,  232 

First  Chicago,  229 

First  Fidelity  Bancorp,  229 

First  Interstate  California,  229 

First  Philadelphia,  82 

First  RcpublicBank,  10,  136 

Floating  Point  Systems,  224 

Fluor,  174 

Food  4  Less  Sufjermarkets,  129 

Frankfurter  Allgemeine  Zeitun£,  127 

Franklin  Associates,  40 

The  Free  Press,  26 

Frox,  188 

FSM,  100 

Fujitsu,  100,  188 


Gaines,  Berland,  172 

Galerie  Loulou  Lasard,  127 

Gaylord  Entenainment,  18 

GE,  188 

Geico,  106 

Gencorp,  66 

Genentech,  20- 

General  Dynamics,  66 

General  Instrument,  188 

Genovese  Drug  Stores,  238 

Gibbons  Green,  129 

Gmurzynska,  127 

Goldman,  Sachs,  100,  136 

Great  American  Management  8c  Inv'esonent,  106 

Karsten  Grcve,  127 

Grumman,  66 

GT  Global  Latin  America  Fund,  222 

GTE,  100 

Guangzhou  Cosmetics  Factory,  184 

Gulf  Resources  &  Chemical,  1 16 

■IHB   H 

Hanson,  1 16 
Harold  Brown,  214 
Hartmarx,  216 
Hawthorne  Financial,  230 
Daniel  Hechter,  204 
Hellman  &  Friedman,  106 
George  Hemingway,  100 
Hemminjis  Motor  Snrs,  206 
Hewlett-Packard,  106 
Hi-Tek  Chemical.  114 
High  WheclcR.  206 
Hottinann-LjRcxhc,  202 
Hone\■^^rll,  66,  88 
Hulbert  Financial  D^fifst,  232 


IBM.  18.  100.  188.  230 

KT.  116 

1DEX.88 

Immunex,  202 

The  Institutional  Br\->kers 

Estimate  ,S\-stcm,  219 
Integrated  Information  Tcchnt^igx.  188 
Intel.  188 

Investors  Center,  82 
Irving  Trust,  169 


U 
fc 

t 

k 
t 


Forbes  ■  CXtol-Krr  14,  WVl 


tl,  52 


t<rKalikow,214 
Usicr,  174 

ictfc,  Bruyctte  &  Woods,  229 
cmf)cr,  226 

nzo,  204 

MG  Peat  Manvick,  104 
iLunsthaus  Lcmpertz,  127 


nds'  End,  60 

nvin,  204 
juy  Larochc,  204 
^zard  Frercs,  169 
jthman  Brothers,  106 
^o's  Industries,  82 
Ccnncth  Ix-vcnthal,  37,  214 
Levi  Strauss,  106 
Lightwave  Electric,  202 
Long  Island  Lighting,  1 14 
iLord  &  Taylor  (May  Department  Stores),  60 
Louisiana- Pacific,  224 
Lx>uisville  Rcdbirds,  12 


Mabon  Securities,  52 

Magma  Power,  1 06 

Major  League  Baseball  Properties,  180 

Manufacturers  Hanover,  129,  229,  234 

Matsushita,  188 

McCrory  Parent,  18 

McDonnell  Douglas,  66,  238 

McKinscy,  169 

Mcdco  Containment,  45 

Mcgy  Income  Fund,  222 

Mendes,  204 

^entor  Graphics,  224 

Mergers  &  Corporate  Policy,  18 

Meridian  Bancorp,  230 

Merrill  Lynch,  116,  222 

Mesa  Limited  Partnership,  18 

Fred  Meyer,  224 

MGM-Pathe  Communications,  206 

Micropal,  226 

Microsoft,  224 

Midlantic,  234 

Mitchell  F^ncrgy  8c  Development,  18 

Money  Marketing,  226 

Money  Week,  226 

Morgan  Grenfell,  226 

Morgan  Stanley,  100,  136,  220 

Morrison  Knudsen,  174 

Motorola,  22,  188 

Murray  Johnston,  226 

Mutual  Benefit  Life,  234 

Mutual  Fund  Strategist,  232 

^^■H    N 

N.V.  Philips,  188 
National  City,  238 
National  Mutual,  226 
NBC(GE),  180 
NBD  Bancorp,  238 
NEC,  188 
New  Era  Cap,  180 


New  Times,  78 

New  York  Yankees,  180 

Newmont  Mining,  1 16 

News  Corp,  1 2 

Next,  188 

Nike,  224 

NoLoad  Fund*  X,  232 

Nordstrom,  180 

Nynex,  239 


Occidental  Petroleum,  1 72 
Omaha  Royals,  12 
Oppenheimer,  238 
Orangcri-Rcinz,  127 
Oregon  Steel  Mills,  224 
Otsuka  American  Pharmacy,  202 


Pacific  Telesis,  239 

Pan  Am,  230 

Panhandle  Eastern,  172 

I.e.  Penney,  60,  72,   104 

Petrolane  Properties,  129 

Phiico,  188 

Phillips- Van  Heusen,  60 

Pilko  &  Associates,  172 

Playboy,  104 

Plum  Creek  Timber,  19 

Polo  Ralph  Lauren,  204 

Potomac  Electric  &  Power,  114 

Pratt  &  Whitney,  114 

Price  Waterhouse,  172 

T.  Rowe  Price,  226 

Princeton  Re\iew,  210 

Prudential  Insurance,  66,  216,  219,  234 

Puget  Sound  Bancorp,  224 


Quality  Food  Centers,  224 


James  Raymond  &  Associates,  239 

Reader's  Digest,  72 

Republic  New  York,  229,  238 

Revco,  238 

Rhcinmetall,  66 

F.D.  Roberts  Securities,  82 

Ropak  laboratories,  82 

Roper,  88 

L.F.  Rothschild,  82 


Saks  Fifth  Avenue  (Investcorp),  180 

Salomon,  45,  106,  238 

San  Diego  Padres,  180 

San  Francisco  Giants,  180 

SarnoffUbs,  188 

Save  &  Prosper  Investment  Management,  226 

Schroder  Unit,  226 

Scudder  funds,  232 

Scars,  Roebuck,  72,  216 

Security  Pacific  Bank,  78,   106,  229 

Shawmut  National,  229,  234 

Shearson  Lehman  Brothers,  169 

Siglo,  116 

Silicon  Graphics,  188 

Skadden,  Arps,  Slate,  Meagher  &  Flom,  88 

Smith  Barney  (Primcrica),  172 

SMR  Research,  58 


Solde  Trois,  204 

Sony,  188 

Sotheby's  Holdings,  127 

Southwest  Adoption  Center,  90 

Southwest  Airlines,  22 

Southwestern  Bell,  239 

Sports  Specialties,  72 

St.  Ix>uis  Browns,  180 

St.  Paul  Fire  &  Marine  Insurance,  88 

Stater  Brothers,  129 

Statoil,  44 

Stephens,  60 

Stock  Austcrlitz,  204 

Stock  Griffes,  204 

Stratton  Oakmont,  82 

Sun  Microsystems,  1 88 

Sunday  Times  ( London ),  226 

Suntrust,  238 

^^^H    T 

Tclcvisa,  214 

Tcmplcton  Global  Income  Fund,  222 

Texas  Commerce,  229 

Thomson,  188 

Toshiba,  188 

Toys  "R"  Us,  66 

Travelers,  234 

TriStar,  206 

Triton  Energy,  50 

Trump  Group,  214 

20th  Century  fiinds,  232 


U.S.  West,  239 

UAL,  230 

Union  Bank  of  Switzerland,  169 

United  Artists  Theaters,  1 16 

United  Parcel  Service,  174 


Vancouver  Canadians,  1 2 

Vanguard  Group,  226 

Ventura  Entertainment  Group,  82 

Villa  Grisebach,  127 

Villase  Voice  ( VV  Publishing),  78 

Virginia  Power  &  Light,  1 14 

Visual  Equities,  82 

Volkswagen,  100 

Vons,  129 

IBHHi  w 

Walgreen,  238 

Walk-Ovcr,  106 

Wall  Street  Journal,  45,  106 

Wardley,  226 

Washington  Federal  Savings  &  Loan,  224 

Washington  Senators,  180 

West  Point -Pcppcrell  (Farley  Industries),  60 

Westinghousc  Electric,  66,  230 

Weyerhaeuser,  224 


Young  &  Rubicam,  100 
Young  An  Hat,  72 
Yucaipa,  129 
Yves  Samt  Laurent,  204 


Forbes  ■  October  14,  1991 


dlUt  UNtd 


Forbes 


IHB    Editor 

JAMES  VV.  MICHAELS 

■■    Managing  Editor 

LAWRENCE  MINARD 

Assistant  Managing  Editors:  William  Baldwin, 

Jean  A.  Briggs,  Stewart  Pinkerton 

Executive  Editor:  James  Cook 

Art  Director:  E\erett  Halvorsen 

Senior  Editors:  Phyllis  Berman,  Peter  Brimelow, 

Subrata  N.  Chakravartv',  William  G.  Flanagan, 

Jerp,'  Flint,  Ruth  M.  Gruenberg,  Lisa  Gubernick, 

Thomas  Jaffe,  Steve  Kichen,  Marlene  Mandel, 

Gretchen  Morgenson,  James  R.  Norman, 

Howard  Rudnitsky,  Laura  Saunders,  Matthew  Schifrin, 

Harold  Seneker,  Gar\'  Slutsker,  Richard  L.  Stern 

Contributing  Editors:  Norm  Alster,  Esther  Dyson, 

George  Gilder,  Susan  Lee,  Richard  C.  Morals, 

Richard  Phalon,  Dero  A.  Saunders 

Associate  Editors:  David  Churbuck,  Betty  Franklin, 

John  R.  Hayes,  Laura  Jereski,  Dolores  A.  Lataniotis, 

Joshua  Ixvine,  Dana  Wechsler  Linden,  James  Lyons, 

Dyan  Machan,  Fleming  Meeks,  Peter  Newcomb, 

Tatiana  Pouschine,  Jason  Zweig 

StafiFWriters:  Christie  Brown,  Patrice  Duggan, 

Edward  Giltenan,  Rita  Koselka,  Seth  Lubove, 

Suzanne  L.  Oliver,  Leslie  Spencer 

Reporters:  Katherine  Weisman,  Deputy  Chief;  Reed 

Abelson,  Graham  Button,  Ignatius  Chithelen, 

Lisa  Coleman,  Vicki  Contavespi,  Amy  Feldman, 

Carolyn  T.  Geer,  Mary  Beth  Grover,  Toddi  Gutner, 

William  Heuslein,  Roula  Khalaf,  Martin  Kihn,  Linda 

Killian,  Paul  Klebnikov,  Manjeet  Kripalani,  Randall  Lane, 

Evan  McGlinn,  Brigid  McMenamin,  Joel  Millman, 

Christopher  Palmeri,  Zina  Sawaya,  Maura  Smith,  David 

Stix,  Wendy  Tanaka,  Merrill  Vaughn,  Katarzyna  Wandycz 

Washington  Bureau:  Howard  Banks,  Manager;  Janet 

Novack,  Cristina  von  Zeppelin.  West  Coast:  John  H. 

Taylor,  Manager;  Kathleen  K.  Wiegner,  Kathryn  Harris, 

Julie  Pitta,  Thomas  Bancroft,  Julie  Schlax.  Midwest: 

Marcia  Berss.  Southwest:  William  P.  Barrett,  Manager; 

Toni  Mack,  Claire  Poole.  Europe:  John  Marcom  Jr., 

Manager;  Peter  Fuhrman.  Pacific:  Andrew  Tanzer, 

Manager;  Gale  Eisenstodt,  Hiroko  Katayama 

Columnists:  Ashby  Bladen,  David  Dreman,  Kenneth  L. 

Fisher,  Mark  Hulbert,  Michael  Novak,  Ben  Weberman 

Art  Department:  Roger  Zapke,  Deputy  Art  Director; 

Ronda  Kass,  Robert  Mansfield,  Andrew  Christie, 

Associate  Art  Directors;  Alexandra  Gregson, 

Lauren  Stockbower,  Meredith  Nicholson,  Photo  Editors; 

Samantha  Hoyt,  Photo  Research 

Statistics:  Donald  E.  Popp,  Editor;  Ann  C.  Anderson, 

Senior  Editor;  Carsten  M.  Thodc,  Editorial  Programmer; 

John  Chambcriain,  Susan  Chin,  Scott  DeCarlo,  Timothy 

Dodman,  Eric  S.  Hardy,  Eileen  Henderson,  Gustavo 

Lombo,  Tina  Russo  McCarthy,  Warren  Midgett,  Steven 

Ramos,  Mitchel  Rand,  Dukhee  Son,  Gilben  Steedley, 

Susan  Yu 

Copy  Desk:  Dolores  Aksel,  Deputy  Chief; 

Deborah  Markson-Katz,  Mark  lycrner,  Hugo  Moreno, 

Gilda  Roberts,  James  Shaheen;  Barbara  Souza 

Proofi-eaders:  Dolores  Guilhot,  C;hief;  Arthur 

Abramowitz,  Deputy;  David  J.  Fleischmann, 

Susan  R.  Goldberg,  James  Neu 

Director  of  Information  Services:  Anne  P.  Mintz 

Information  Center:  C^ynthia  Crs'stal,  C^larita  Jones, 

Naomi  Prall,  Irene  Richards,  Linda  Stinson,  Information 

Specialists;  Luis  (lollazo  Jr.,  Jaculine  Daniel,  Quecnic 

Flake,  Vanessa  Lewis,  Thomas  Scott,  Michael  Smith,  Staff 

Director  of  Manufacturing  and  Production:  John  J. 

Romeo;  Robert  M.  Rosengarten,  Edward  B.  Morgan, 

Peter  I.  Pallans;  Donald  Althoff,  Peter  Althotf,  Roben  E 

Oawford,  Joseph  De  Ciray,  Linda  Byron  Glucksman 

Advertising  Services  Manager:  Patricia  Deckelnick; 

Jane  Ramp 

Director  of  Photocomposition:  James  C'ianelli; 

Mark  Decker,  Arthur  Petz  III,  Richard  Nobilc, 

Bill  Basham;  Paul  C'aruso,  Tom  Shatinsky 

EHrector  of  Editorial  Information:  Raymond  F.  Hcale>  |r 

HI    FOUNDED  IN  1917 

liC.  FORBES,  Editor-in-Chief  (1917  i9.S4) 
MALCOLM  S  FORBES,  Editor-in-Chief  ( 1954  1990) 

■■    PAID  CIRCULATION 
OVER  735,000 


The  big  squeeze 

A  Lin  LE  ELECTRONICS  COMPANY  in  California  has  figured  out  how  to 
compress  video  images  by  a  factor  of  1 ,000-to- 1  and  how  to  squeeze 
the  equivalent  of  a  special-purpose  supercomputer  onto  a  chip 
costing  SI 50.  So  what?  So  plenty.  What  this  means,  according  to 
author  and  technology  visionarx'  George  Gilder,  is  that  the  computer 
and  television  industries  are  merging  much  faster  than  anyone  would 
have  thought  possible  a  few  years  ago.  The  TV  of  the  future  will  not  be 
the  dumb  instrument  of  today  but  a  smart  machine  connecting  the 
home  with  the  entire  outside  world — a  combination  computer,  rv', 
telephone  and  much  more.  The  open  question  is  whether  this 
technological  fiiture  belongs  to  U.S.  computer  firms  or  to  Japanese 
home -electronics  firms.  "Now  or  never"  starts  on  page  188. 

Why  not  privatize  it^ 

'Tnitl\lly  I  WAS  WARY  of  the  notion  of  a  for-profit  baby  adoption 
service,"  says  Lisa  Gubernick,  who  wrote  "How  much  is  that  baby  in 
the  window?"  Gubernick  got  the  idea  for  an  article  on  the  baby 
adoption  business  after  talking  with  a  friend  whose  eagerly  hoped-for 
adoption  had  fallen  through.  "The  more  people  I  talked  to," 
Gubernick  says,  "the  clearer  it  became  that  the  whole  adoption 
business  hovered  somewhere  between  disarray  and  outright  decep- 
tion; I  found  parents  who  had  to  return  babicj  aft:er  they  took  them 
home,  attorneys  who  falsely  promised  that  their  adoptions  almost 
never  fell  through."  Gubernick  finally  concluded  that  no  matter  how 
callous  and  venal  it  might  sound,  privatizing  the  adoption  business 
was  not  such  a  bad  idea.  Her  stor\'  starts  on  page  90. 

Avon  calling 

Few  of  our  readers  are  old  enough  to  remem- 
ber Carl  Crow's  Four  Hundred  Million  Custom- 
ers. This  book  caused  a  stir  of  hope  in  the  1930s 
by  suggesting  that  the  U.S.  could  pull  itself  out 
of  the  Depression  if  only  it  could  sell  a  few- 
dollars'  worth  of  goods  to  each  one  of  China's 
masses.  It  never  happened,  but  in  a  curious  way 
some  of  that  prophecy  is  now  being  realized: 
Nearly  60  years  later  Avon  Products  has  opened 
a  great  new  market  for  its  cosmetics  business  in  a 
China  now  populated  not  by  400  million  but  by  ^^HB 
1.1  billion.  Anyone  who  doubts  the  American 
way  of  life  is  eminently  exportable  should  read  "Ding-dong,  capital- 
ism calling"  by  Andrew  Tanzer.  The  stor\-  stans  on  page  184. 


Politics  firsts 

In  considering  the  renomination  of  Robert  Clarke  as  U.S. 
Comptroller  of  the  Currency,  Congress  has  the  chance  to  ask  some 
interesting  questions.  The  C'omptroller  is  the  nation's  chief  national 
bank  regulator.  Why  did  Clarke's  office  approve  the  iil-tatcd  merger 
of  Dallas'  IntcrFirst  C'orp.  and  RepublicRank  (\ir|t.,  whose  ultimate 
failure  as  First  RepublicBank  will  cost  taxpayers  cU>se  to  $3  billion? 
Did  he  let  politics  rule  over  good  judgment  in  that  case?  William 
Barrett  asks  in  "A  few  questions  for  Mr.  Clarke."  Sec  page  136. 
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like  any  other  dinner  party. 

There  were  people  I  didn't  know. 
People  I  didn't  want  to  know.  And  peo- 
ple I  knew  that  I  w  ish  I  didn't  know. 

It  just  doesn't  get  any  better  than 
►that. 

Rebecca,  the  hostess,  spotted  me 
from  the  far  end  of  the  living  room.  A 
smile  landed  on  her  face,  and  she 
started  to  zoom  toward  me  like  a  vac- 
uum cleaner. 

"Thanks  for  coming  Gary  let  me 
take  your  coat."  she  recited. 

"I  wouldn't  miss  it  for  the  world."  I 
said. 

In  all  honesty,  though.  I  would 
have. 

If  Rebecca's  dinner  party  were  just 
flying  through  space  somewhere,  and 
the  world  happened  to  be  passing  by. 
make  no  mistake.  I  would  jump  onto  it. 

The  living  room  was  well-ap- 
pointed. On  one  wall,  there  were  book- 
shelves. All  the  books  looked  the 
same.T  wondered  if  I  pulled  out  the 
right  one.  whether  it  would  swing  the 
bookcase  and  myself  into  a  completely 
different  room. 

In  an  effort  to  mingle.  I  walked  over 
to  a  couple  that  looked  lik^  they  could 
use  some  company.  I  introduced  my- 
self. We  talked  about  what  I  did.  What 
they  did. 

And  it  was  over. 

A  clean  break. 

Next  came  the  young  woman  I 
on  the  subway  last  week.  She 

old  friend  from  college,  arij 

ing  she  wouldn't  see  me^MWR^I  had 
hoped  on  the#ub^^TOut  before  I 
could^^^^^n^^bout  it.  we  were 
eiu^^^^^a  conversation  about  the 
^s.  I  actually  didn't  mind  it. 
it  was  identical  to  the  conversa- 
Tion  we  had  previously. 

It  was  a  rerun. 

After  it  was  over,  she  smiled,  and 
said  "It  was  nice  running  into  you 
Gary,  maybe  I'll  see  you  on  the  subway 
again." 

I  told  her  I  wasn't  ready  to  make  that 
kind  of  commitment. 

Perhaps  what  bothered  me  most 
about  Rebecca's  dinner  party,  though. 
ias  Burts  nose. 

I  It  v^n't  that  it  was  the  size  of  an 


:mg  through  heavei 

t.  t^^^^HRinaen. 
y^the  women,  and 


tnum. 

I  could  live  with  the  fact  that  it 
swooped  up  most  of  the  air  condition- 
ing in  the  room. 

that  really  got  to  me  was 
[t  all  the  guests  had  to  duck  e\ery 
^Burt  turned  his  head. 

)m  on  a  sail  boat  was 
comms  arou'^ 


It  was  especially  inconvenient  for 
the  hired  waiters  serving  hors 
d'oeuvres. 

They  thought  it  would  be  an  easy 
way  to  make  a  buck,  not  a  hazardous 
one. 

All  the  couch  seating  was  taken^ 
always  is  at  these  dinner  parties,  ^rc 
people  sitting  on  the  couch  looked  like 
they  arrived  extra  early,  and  slept  out- 
side in  hopes  of  getting  the  ver>  best 
tickets. 

To  say  they  weren't  about  to  get  up 
goes  without  say  ing. 

One  guy  was  sitting  between  two 
women.  Bobbing  his  head  in  an  I'm- 
the-most-handsome-gameshow-host- 
that-ever-lived  kind  of  way. 

He  was  the  kind  of  man  that  yxxi'd 
expect  to  see  walking  through  heaven 
someday  w  iih  a  floo 

But  for  now.  h 
spot  I  wouldn't  min 

It  would  be  great 
he  put  his  arms 
slid  right  off  ihe^astic  that  was  cover- 
ing the  couch  and  onto  the  tloor. 

Or  if  someone  pressed  a  button  that 
hoisted  him  up  toward  the  ceiling  in  a 
net.  To  see  him  flapping  around  like  a 
caught  fish  would  be  nothing  less  than 
splendid. 

It  was  time. for  dinner  to  be  served, 
.hen  the  hostess. 
ly  parted  the  doors 
im.  so  that  everyone 
irough. 

"As  though  it  were  the  Red  Sea. 

While  everyone  filtered  into  the 
room,  someone  lugged  my  hand  from 
behind. 

It  was  Penelope  Parker. 

An  art  director  I  used  to  work  with 
at  an  advertising  agency.  She  looked 
very  attractive.  Long  flow  ing  dark  hair, 
a  tall  slender  body. 

Onlv  one  thing  bothered  me  abou 
her  brilliances 
nothing  b^nd  th 

Penelope  could  do  anything  she  put 
her  w  riter's  mind  to. 

That's  how  she  made  it  anywhere. 

"Gary,  fancy  meeting  you  here. " 
she  said  opportunistically. 

"Well,  if  it  isn't  Penelope  Parker."  I 
stated,  wishing  it  weren't. 

From  that  moment  on,  I  knew  who 
I'd  be  spending  the  rest  of  the  dinner 
party  with.  She  always  had  a  thing  for 
me. 

We  sat  next  to  each  other  at  the 
table. 

She  was  capable  of  going  on  about 
nothing  in  particular  quite  w^ll. 

.According  to  her,  I  wwild  imagine. 
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Reality:  another  dose 

Rupert  Murdoch  had  a  tougher 
year  than  Forbes  thought  (Sept.  2). 
In  its  recently  released  annual  report, 
Murdoch's  Australia-based  News 
Corp.  shows  funds  from  operations  of 
$343  million.  But  that  includes  $1.9 
billion  from  the  disposal  of  business- 
es. Without  those  proceeds,  News 
Corp.  actually  had  a  $1.6  billion  net 


Rupert  Murdoch  of  News  Corp. 
Which  way  did  the  cash  flow? 


outflow  of  funds  from  operations  in 
the  year  ended  June  30. 

The  company  also  reported  a  $565 
million  increase  in  operating  lease 
commitments — an  expensive  way  to 
finance  capital  equipment  off  the  bal- 
ance sheet.  On  the  balance  sheet  it- 
self, borrowings  rose  $111  million. 

Australian  accounting  rules  do  not 
require  News  Corp.  to  reveal  its  cash 
flow  from  operations;  instead  the 
company  files  a  "statement  of  sources 
and  applications  of  funds,"  which 
lumps  together  all  fimds  from  financ- 
ing, operations  and  sales  of  invest- 
ments. But  since  News  C'orp.  trades 
securities  in  the  U.S.,  where  account- 
ing rules  are  tighter,  it  will  have  to  file 
a  consolidated  statement  of  cash  fiows 
with  the  Securities  &  Hxchangc  Com- 
mission in  December. 

A  Murdoch  spokesniaii  would  not 
discuss  the  latest  numbers.  But  if 
Murdoch  does  intend  to  raise  equit)' 
or  debt  from  the  public  market,  as  he 


told  Forbes,  investors  and  lenders 
will  be  going  over  News  Corp.'s  SEC 
filings  with  a  fine-tooth  comb. 

-Kathr^-n  HARRisi 

Is  that  Buffett  on  first? 

If  YOU'RE  A  little  short  of  the  595' 
million  or  so  it  takes  to  buy  a  big 
league  baseball  team,  don't  forget  the 
minor  leagues  (Feb.  9,  1987).  Minor 
league  teams  have  been  changing 
hands  at  S5  million  or  so.  The  major 
league  clubs  pick  up  all  equipment 
costs  and  salaries,  leaving  farm  team 
owners  to  pay  for  stadium  leases,  mar- 
keting and  some  travel  costs. 

Attendance -wise,  the  minors  are  asi 
popular  as  ever,  providing  griny  if  not 
always  graceful  baseball  at  an  afford- 
able price.  But  deals  for  the  teams 
have  ground  to  a  halt,  right  along 
with  values.  In  the  last  year  the  Triple 
A  Vancouver  Canadians  and  Omaha 
Royals  each  sold  for  around  S5  mil- 
lion— the  same  price  fetched  in  1986 
by  Triple  A  Louisville  Redbirds. 

One  factor  depressing  prices  is  the 
determination  by  the  major  league 
team  owners  to  squeeze  more  money 
out  of  their  farm  clubs.  The  majority 
of  minor  league  franchises  are  owned 
by  independent  businessmen.  But 
since  the  big  league  teams  own  the 
players,  they  have  a  lot  of  say  in  how 


The  Triple  A  Louisville  Redbirds 
Bargains  down  on  the  fann. 


the  farm  teams  are  nin.  ''We  spent  %7 
million  on  our  minor  league  SN-stcm 
last  year,  up  frcMii  S3  million  five  years 
ago,"  barks  Chicagi>  White  Sox  own- 
er Fddie  Kinhorn.  "If  they  show  a 
profit,  we  want  some  of  it  back." 

Last  year  the  majors  stnick  a  seven- 
vear  pn^fit  sharing  deal  with  the  mi- 
nors, taking  a  small  percentage  of  the 
gate  receipts  and  cutting  their  co\xr- 
age  of  farm  club  pLiyers'  hotel  cx- 
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^ars  &x)m  now  the  wisdom  of  buying  a  Hartmann 

will  be  even  more  apparent. 


i  You'll  see  it  in  the  way  our  classic  belting  I  JK  ^  ^  ,^ craftsmanship  and  d^?^" _^°"t""«  t° 

:  leather  becomes  more  beautiful  with  U  ArilllAllll^'°^'  ^"'•*'  ?^'   H^hTr!.m«Zh 

;  each  passing  day.  You'll  become  further  fim  (nllflll  apparent  ,s  in  the  pnde  that  comes  with 

i  convinced  as  your  appreciation  for  its    nanjjcrafted  since  18T7~  °^"'"9  Hartmann.  ciwH««m 
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To  start,  pack  several  tons  of  seafood  lightly  in  ice. 
Place  carefully  in  the  planes  of  Emer>'  Worldwide. 
Garnish  with  strict  quality-control  and  split-second 
timing.  Now  express  immediately  by  air  to  hundreds  of 
wholesalers  and  restaurants.  That's  not  onl}-  a  recipe  for  fresh 
fish.  It's  a  complete  recipe  for  success. 

At  Emery  Worldwide,  providing  unique  solutions  to  unique  shipping  needs 
is  what  we  do  best.  We  offer  Customer ization:  the  flexibility'  to  adapt  to  each 
customer's  product  and  freight  pattern,  whether  you  ship  ft-esh  turbot  or  hea\y 
turbines,  across  the  country  or  around  the  world.  That  makes  us  an  important 
ingredient  in  your  competitive  strategy. 

And  as  a  Consolidated  Freightways  Company,  we  can  help  you  operate 
more  efficiently  with  the  most  complete  range  of  services  in  the  industry. 
Backed  by  unparalleled  shipping  management  systems,  and  a  responsi\  c  i 

team  of  professionals  dedicated  not  only  to  your  satisfaction,  but  to  that  of  y\)ur 
customers  as  well. 

So  if  you'd  like  to  taste  success  when  you  face  a  freiglit  inuisyH)rtation  ch;illcnge, 
call  Emery  Worldwide.  1-800  HI  EMER^'.  We'll  create  a  sjx.'cial  reciix'  just  li)r  yx)u. 
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lety  Worldwide,  a  CF  Company.  Our  domestic  and  iuternatiotial  air  freight  company. 


COnSOUDRTED  FREIGHTUJnVS,  IRC. 


WE  PUT  YOU  MILES  AHEAD 


The 
Companq 


Interest  rates  as  low  as  '/4%  under  prime. 
PrimeFirst" 


First  mor^ages  from  $200,000  to  2  million+. 

Owners  of  exceptional  properties  command  exceptional  financ- 
ing through  Merrill  Lynch's  PrimeFirst^f"  program: 

•  An  initial  6-month  interest  rate  as  low  as  prime  minus  ^4%* ; 

•  And  interest  rates  as  low  as  prime  minus  V4%  thereafter* ; 

•  PrimeFirst^f"  mortgages  save  thousands  up  front  vs.  thanks 
charging  2-3  points; 

•  Interest-only  monthly  payments  for  the  first  10  years,  principal 
amortized  over  the  remaining  term; 

•  Available  for  first  mortgages;  purchase  money  or  cashout 
refinancing; 

•  72-hour  conditional  commitment  on  completed  applications, 
21 -day  final  approval. 

You  might  also  be  interested  in  our  Equity  Access®  home  equity  line 
of  credit,  with  100%  deductibility  for  qualifying  interest  expense.' ' 


*  Depending  on  mortgage  size. 


**Interest  expense  may  not  be  deductible  for  all  taxpayers. 
Consult  with  your  tax  advisor. 


PrimeFirst  mortgage  available  in  AZ.  CA,  CO,  CT,  DE,  FL.  GA,  HI,  IL  IN,  KY,  MA,  MD,  Ml,  NC,  NJ, 
NM  NY,  OH,  PA,  Ri,  VA,  VI,  WA,  WV  &  DC.  Financing  made  available  by  Merrill  Lynch  Credit 
Corporation  or  an  affiliated  company  7751  Belfort  Pkw\',  Jacksonville,  FL 32256.  MLCC  is  a 
Licensed  Mortgage  Banker- N J  and  NYS  Department  of  Banking.  Illinois  Residential  Mortgage 
Licensee.  AZ  Lie  BK10071.  ^^ 

SECONDARY  MORTGAGE  LENDER.  ^^ 


n 


l-800-854-7154,ext.5216 

D  Yes!  Please  send  me  complete  information  and  an  application  for  the  PnmeFirst^"  mortgage 
D  Please  send  me  information  on  y<;)ur  Equity  Access'  line  of  credit 


Name- 


Address. 


-City- 


-State. 


.Zip. 


Home  Phone  J 1 Basiness  Phone- 
Mail  to: 

Merrill  Lynch  Credit  Corporation 
7751  Belfort  Parkway 
Jacksonville.  FL  32256 


S2I6 


0 1991  Merrill  Lynch  &  Co .  Inc 


Merrill  Lynch 

A  tradition  of  trust. 


penses.  Robert  Richmond,  a  farm- 
team  broker,  says  that  parent  clubs  are 
now  covering  as  little  as  20%  of  the 
farm  clubs'  operating  costs,  down 
from  a  third.  Still,  by  keeping  a  tight 
lid  on  costs,  many  teams  manage  to 
turn  a  profit,  especially  in  markets 
with  no  competing  big  league  teams. 
A  good  contrarian  investmenL* 
Could  be.  In  July  Warren  Buffett 
bought  25%  of  his  hometown  Omaha 
Rovals  for  SI. 25  million. 


No  vacancy 

Forbes  checked  into  the  Coeur 
d'AIene  Hotel  but  didn't  check  it  out 
enough.  The  IS-ston,-,  340-room  re- 
sort, nestled  on  the  northern  Idaho 
lake  of  the  same  name,  seemed  like  the 
ultimate  white  elephant.  Forbes  fig- 
ured that  Coeur  d'.'Mene  (pop. 
25,000) — 400  miles  fi-om  Boise  and 


Idaho  hotelier 
Duane  Hagadone 
Putting  Coeur 
d'AIene  on  the 
map. 


500  miles  fi-om  the  Sun  \'alley  ski 
resort — was  too  isolated  for  the  hotel 
to  succeed  (July  28,  1986). 

So  how's  it  doing.-  "Just  tn-  to  get  a 
room,"  laughs  Duane  Hagadone,  the 
hometown  publishing  and  real  estate 
entrepreneur  who  began  building  the 
resort  in  1984.  He  says  that  occupan- 
cy rates  are  tar  aKive  the  60%  Forbes 
said  the  hotel  needed  to  break  even. 
Hagadone  says  Americans'  rekindled 
interest  in  domestic  vacation  spots 
hasn't  hun.  And  Coeur  d'.Menc  got  a 
big  btxist  last  November,  when  Con- 
dc  Sast  TravfUr  magazine  rated  it  as 
the  best  reson  in  the  mainland  U.S. 

The  hotel  isn't  cheap.  Prices  go 
fi-om  S 1 00  a  night  for  a  nxim  without 
a  lake  view  to  S2,500  for  a  penthouse 
suite  with  glass  K>ttomcd  swimming 
pool.  But  with  S[V)kane  International 
Aiq"»ort  a  mere  35  minute  drive  away, 
the  CtKur  d'.-Vlene  is  attracting  guests 
fi-(^m  as  far  aw  ay  as  Japan.  Now  Haga- 
done is  planning  ani>ther  hotel  on  the 
lake,  scheduled  ti>  ojx*n  by  1994. 

-K.\l  ARZYNA  WaNOYCZ  Hi 
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The  official  military  issuE 
genuine  leather  a-2  flying  jacket 


A  Piece  of  American  History. 

From  ^brld  Viar  II  to  Desert  Storm,  the  A-2  Leather  Flying 
Jacket  is  one  of  the  most  famous  pieces  of  battle  gear  in  his- 
tory. During  World  Viar  II.  the  brave  pilots  of  the  L  S.  .\rmy 
Air  Forces  relied  on  the  A-2  for  protection  and  comfort.  >Xom 
by  the  daring  "Flying  Tigers"  who  fought  over  China  in  their 
P-iOs.  And  by  Jimmy  Doolittles  B-25  bomber  squadron  in 
a  daring  raid  on  Tokv'o.  The  A-2.  updated  to  current 
militao'  spec's.  v\:as  v^'om  by  our  U.S.  .Air  Force 
pilots  in  the  Gulf  Vtar.  too.  Lighrvs'eight  arxl 
comfortable  yet  "tough  as  nails."  the  .V2  iden- 
tifies its  \^■ea^er  as  one  of  an  elite,  brave  breed 
of  fighting  men. 

Genuine  Military  Issue. 
Sot  a  Commercial  Reproduction. 

Cooper  Sports^\-ear  u-as  an  original  supplier 

of  the  .\-2s  \%T)m  by  .\mericas  Uorld  Viar  II 
flying  heroes.  Now. 
after  a  45-year  retire- 
ment from  active  duty, 
the  U.S.  -Air  Force  has 
recommissioned  the  A-2  and 
selected  Cooper  as  the  official 
Government  contract  manufacturer. 
Now.  you  can  o\mi  the  ivry  same  jacket 

issued  to  U.S.  Air  Force  pilots.  Sot  a  reproduction  and  not  a 

look-alike  copy:  this  is  the  genuine  article!  Mxiilable  exclu- 

sii'elyfrom  Willabee  &  Ward. 

Proudly  Made  in  the  US.A. 

The  Cooper  A-2  is  made  in  the  U.SA.  using 
materials  and  production  methods  SF>ecified 
by  the  U.S.  Air  Force.  Premium  hand  stitched 
goatskin  ensures  ruggedness  and  great  looks. 
Knitted  cuffs  and  waist  band  and  a  spun  cotton-  blend  lining 
ensure  draft-free  comfort.  Details  include  regulation  snap-down 
collar,  shoulder  epaulets,  and  roomy  snap-close  p)Ockets.  You'll 
also  receive  a  certificate  of  authenticity  stating  that  yours  is  the 
U.S.  .\ir  Force  A-2.  Battle-pro\en  and  built  for  long  life,  the 
Cooper  A-2  actually  gets  better-looking  with  age. 

Payable  in  Convenient  Monthly  Installmettts. 

The  Cooper  A-2  Leather  Flying  Jacket  can  be  yours  for  just 
S249  (plus  S~  50  shipping  and  handling)  payable  in  six  con- 
venient monthly  installments  of  S42.~5  charged  to  your  credit 
card.  Satisfaction  guaranteed.  If  you  are  not  completely 
delighted  with  your  jacket,  simply  return  it  in  original  con- 
dition within  30  da>-5  for  exchange  or  refund. 


Order  today.  A>-aiIable  in  even  sizes  34-52  regular  and  long. 
Call  about  larger  sizes  (to  60)  available  for  S50  more. 
(For  best  fit.  order  one  size  larger  than  your  normal  jacket 
size. )  Have  questions  about  sizing?  Call  us— well  fit  you 

over  the  phone  NOniul  dclivcn-  on  phone  ofxkTs  -1-8  busincs.s  cU>'V 


CALL  TOLL-FREE:  1-H00-331-1H58  EXT.  60(y-64S 


c  twcifli 


WUlabee  &  \X  ard 
47  Richards  Avenue 
Norwalk,  Conn.  0685"' 


Hi- 


W. 


Satisfaction 
Guaranteed 


CALL  TOLL-FREE:  1-800-331-1858  Ext  606-6^8         Name. 


.\ddrcss- 


Please  send  me Cooper  A-2  Genuine  Leather  Flying  Jackets. 

Size  (Even  sizes  34-52): D  Regular     lI  Long 

Charge  each  of  6  installments  of  S42.75*  to  my  credit  card 
HI  Mastercard     !Z  MSA     IZ  Discover     H  Amer  Express 


City 'State  Zip- 
Signature 


Credit  Card  # 


Exp  Date 


(Aletoart  aubiaci  10  aocapano*) 

LI  I  prefer  not  to  use  a  credit  card  and  will  pay  by  check 
Enclosed  is  my  check  for  S249  plus  $"50  shippings 
handling,  a  total  of  $256.50*. 

•  \ny  applicable  salo  tax.  will  he  Nllcd  with  rJiipnicTit 


606-648 


Wherfe  the  lasi 
car  chase  thai 


It  was  as  if  a  starter's  gun  had  been  fired. 
The  year  was  1976,  and  the  Honda  Accord  arrived  muf  i 
to  the  delight  of  America's  drivers  and  critics.  And  much 
the  dismay  of  other  automotive  designers  and  engineers. 
After  all,  this  was  a  car  with  a  totally  different  interpretation  of  efficierKrlji' 
comfort  and  performance.  An  automobile  so  thoughtful,  practical  and  comple 
in  its  design,  the  competition  had  no  other  choice  than  to  follow  in  its  tracks.    :  It 

Now,  more  than  a  decade  and  a  half  later,  the  Accord  continues  to  perfor 
an  amazing  feat.  Each  year,  it  somehow  improves.  |^ 

For  instance,  the  interior.  It's  surprisingly  large,  and  amazingly  quiet.  Whida 


makes  it  more  comfortable  than  you  ever  imagined,  \cxril  notice  it  w  hen  ycxi  s 
in  the  firm,  contoured  seats.  When  you  slide  open  the  [X)wer  mcx)nRX)f  .\nd 
when  you  ride  silently  over  bumps  and  through  dips. 

ITie  refinements  underneath  the  hcxxi  ha\  c  Ixx^n  cciually  dramatic.  A  fue 
injected,  MO-horsepower  engine  gives  the  Accoai  move  ix)\\  cr  dian  c\  er  Ix^tbr 
And  die4-wheel  double  wishlx)ne  suspension  muislatcs  into  tremendously  agil 


Aitml  \'.\  (iNKlr)  dimwit  irtl  (trm-rilietl.  €>  |W|  Antrm-Mn  I  kn*U  NliMiir  (  av.  In . 


emisawa 
ted  IZyears? 

mdling.  The  result  is  truly  amazing.  \bu  can  respond  confidently  to  virtually 
mly  driving  situation  you  might  encounter. 
ictijl      This  car  also  excels  in  safety  A  driver's  side  airbag  is  now  standard.  Along 

iith  a  sophisticated  anti-lock  braking  system  to  help  you  control  the  car  on  rain- 

ick  surfaces.  \bu  can  actually  steer  the  car  while  braking. 

The  body  is  also  quite  enviable.  The  lines  are  clean  and  smooth.  The  fit 

id  finish  are  consistently  excellent. 

Not  surprisingly,  workmanship  like  this  has  produced  a  bounty  of  rewards. 

lie  Accord  has  been  the  best-selling  car  in  the  U.  S.  for  the  past  two  years.  And 

consistently  appears  on  all  the  "top  10"  lists  for  cars  in  its  category. 


Considering  all  these  facts,  one  comes  to  a  rather  obvious  conclusion,  llie 
ccord  has  always  been,  and  continues  to  be,  a  tme  industry  standard.  ITie  car 
by  which  all  others  in  its  class  are  measured  and  judged. 

And  while  the  competition  remains  relentless  in  their  quest  to  catch  us,  we 
remain  dedicated  to  building  a  car  that's  a  few  years  ahead  of  them.  WTiich  means 
tJiis  chase  might  be  just  getting  started,  after  all.  ITie  Acxx)al  EX. 
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Four  Seasons  Hotel 

LOSANGELES 
at  Beverly  Hills 

3(X)Soiilli  DiiIk'iiv  Hrive 
Al  niirloi,  Way,  Lw  Anj}i-U,  C A  Q(XH8 

loloplionc:  (213)  273-2222 
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Friendly  skies 

Sir:  Re  "Hit  'em  hardest  with  the 
mostest"  (Sept.  16)  about  Southwest 
Airlines.  For  the  last  five  years  I  have 
flown  regularly  between  Albuquer- 
que and  Los  Angeles  on  Southwest 
Airlines.  Some  time  ago,  a  female 
member  of  the  flight  crew  an- 
nounced, with  the  soft:est  of  Texas 
twangs,  "On  behalf  of  yo'r  flight 
crewwww  we  would  like  to  welcome 
y'all  to  Los  Angeles.  If  you  enjoyed 
yo'r  flight  please  tell  your  fiiends  you 
flew  with  us  here  at  Southwest.  On 
the  other  hand,  if  you  didn't  enjoy 
this  flight  tell  everyone  you  know  you 
came  on  Delta's  Flight  739." 

From  the  explosion  of  passenger 
laughter  and  applause,  my  own  in- 
cluded, I'd  speculate  that  we  all  left: 
the  plane  toting  a  little  less  of  hfe's 
burden. 
-Jock  A.  Begg 
Newport  Beach,  Calif. 

Soriet  relations 

Sir:  Re  "Commentary"  (Sept.  16). 
Caspar  Weinberger's  first  major  is- 
sue— "Get  Rid  of  Gorby" — ignores 
the  fact  that  Gorbachev,  regardless  of 
how  he  walked  the  fence,  made  Yel- 
tsin possible,  while  his  second — 
"Bring  on  Star  Wars" — is  sadly  pre- 
dictable. Weinberger  must  realize 
that  Yeltsin  is  a  loose  cannon  in  a 
volatile  situation.  Frankly,  if  the  U.S. 
winds  up  in  support  of  Weinberger's 
first  position,  it  is  almost  obliged  to 
support  his  second. 
-Karen  A.  West 
Madison,  Wis. 

Inventive  solutions 

Sir:  In  "Whose  invention  is  it 
anyway?"  (Aug.  19)  Forbes  proposes 
that  one  solution  to  the  problem  of 
patents  with  overly  broad  claims  is  "to 
set  up  a  forum  in  which  harmed  in- 
ventors can  challenge  dubious  patents 
by  ortering  new  evidence  of  invalidit\' 
without  having  to  undergo  expensive 
litigation."  Happily,  such  a  fonmi 
already  exists. 

During  the  life  of  a  patent,  any 
person  may  request  that  claims  of  the 
patent  be  reexamined  by  the  Patent 
Office.  Articles  in  technical  journals 
and  the  like  may  be  brought  to  aw 
examiner's  attention  so  that  tnerlv 


broad  claims  may  be  narrowed  c\ 
canceled  altogether.  Requesting  reex 
amination  is  considerably  less  expen 
sive  than  challenging  the  validity  of  i  -  ^ 


patent  m  court. 

-George  W  Hoover 

Blakely  Sokoloff  Taylor  <&-Zafinan 

Los  Angeles,  Calif. 
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Sir:  One  choice  when  one  faces  ai. 
adverse  patent  is  to  invent  around  thi  <*" 
problem  patent.  A  purpose  of  thr  '0- 
patent  system  is  to  foster  this  type  o  t  n 
stimulated  invention  to  advance  thcptfi'^ 
useftil  arts.  Another:  Invent  and  pat 
ent  improvements  of,  and  invention'ft'ii; 
related  to,  the  troublesome  patent  foi!  ^i 
possible  cross-licensing  use.  The 
point  is  that  actions  can  be  taken  to 
help  a  company  compete. 
Vincent  J.  Rauner 
Senior  Vice  President 
Patents,  Trademarks  and  Licensing 
Motorola  Inc. 
Schaumbur^,  III. 

Sir:  For  years  patent  holders  were 
afforded  litde  protection  for  their  in- 
ventions. Now  that  inventors  are  fi- 
nally able  to  reap  the  benefits  of  pat- 
ent protection,  someone  cries  foul!  \i^ 
patents  lose  a  lot  of  their  value,  pio- 
neer inventors  uill  not  bother  with 
them,  preferring  to  keep  their  tech- . 
nology  protected  under  trade  secret. 
That  will  reduce  the  amount  of  usable 
information  available  to  study  and  1 
improve,  and  then  we  will  all  lose. 
-Mk:hael  Tavella 
Patent  agent 
Anchorage,  Alaska 

Less  than  zero 

Sir:  Your  article  "The  strange  case  of 
the  glancing  geese"  {Sept.  2)  makes  a 


There  goes  the  neighborhood. 
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I  Itrong  case  that  Environmental  Pro- 
a  lection  Agency  regulations  are  a  viola- 
lion  of  Fifth  Amendment  prohibi- 
tions against  taking  private  property, 
vlore  importantly,  expropriation  of 
property  results  in  the  loss  of  the 
Dricing  signal  that  is  essential  for  mak- 
ing efficient  market  decisions.  When 
;and  prices  are  artificially  set  close  to 
aij^ero  by  government  decree,  it  does 
J  till  [not  seem  cosdy  to  use  land  for  envi- 
tlitronmental  purposes.  Unfortunately, 
Pt^olithe  true  land  price  is  hidden  and 
tlitliiiefficient  public  choice  decisions  are 
likely  to  result. 
-James  L.  Doti 
President 

Chapman  University 
Oran£ie,  Calif. 


Watch  for  splits 

Sir:  I  was  shocked  to  see  Dean  Foods 
listed    as    the    "worst"    performing 
stock    in   your    Forbes/Barra   Wall 
Street  Review  (Sept.  30).  The  drop  in 
the  share  price  reflects  a  3-for-2  stock 
split — not  poor  performance! 
-HowARX)  Dean 
Chairman  and  Chief  Executive 
Dean  Foods  Co. 
Franklin  Park,  III. 

Editor's  note:  Our  data  supplier's  com- 
'puter  missed  a  number  of  recent  stock 
splits  and,  unfortunately,  our  data 
checkers  did  not  detect  this  error.  Here 
are  the  correct  split-adjusted  2-week 
changes  for  these  stocks  as  of  the  market 
close  on  September  5,  1991: 

Bergen  Brunswig  -3.8% 

Dean  Foods -0.6% 

Deprenyl  Research  35.0%) 

Read  the  instructions 

Sir:  Re  Thomas  SowcU's  column  on 
computer  and  vcr  instructions  (Sept. 
16).  While  users  guides  may  not  be  as 
clear  and  concise  as  they  could  be,  the 
largest  problem  is  laziness  and  incom- 
petence on  the  part  of  the  user. 

People  who  are  willing  to  read  the 
instmctions  before  trying  to  obtain 
instant  operation  of  their  computer  or 
VCR  are  often  successfijl.  Those  who 
expect  "one  button"  operation  from 
their  computer  or  vcr  will  soon  find 
themselves  in  a  frustrated  rage. 
-James  A.  Leslie 
Bloomin^ton,  Ind. 
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Titanium 
Chronograph 

Designer  Ferdinand  A.  Porsche 
Manufactured  by  IWC  Schaffhausen 
World's  first  titanium  chronograph 
In  two  sizes,  0  36  mm  and  42  mm 
Sapphire  crystal  -  Integrated  function 
actuators  -  Water-resistant  to  60  meters 

PORSCHE  DESIGN 
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For  further  information  and  a  complete  catalogue  on  all  IWC  timepieces 

please  call  1-800-432-9330 
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Kvrth  all  thy  getting  get  understanding" 


act  and  Comment 


W  Alalcolm  S.  Forbes  Jr.,  Editar-in-CbUf 


TIME  TO  CHOOSE-THE  1920s  OR  THE  1940s 


[The  U.S.  n.\s  "nvo  basic  choices  in  responding  to  the 
:vcnts  in  Europe  and,  soon,  in  China. 

The  direction  ^t  take  will  have  an  enormous  impact, 
not  onh'  on  those  areas  but  on  our  future  prosperit\". 

We  can  assume  a  complacent  hands-off  attitude,  as  we 
iid  uith  the  rest  of  the  globe  in  the  1920s.  World  War  I 
w-as  fought  b\-  us  to  make  the  world  safe  tor  deraocrao-. 
But  \\  e  did  nothing  to  promote  the  process  when  the 
conflict  ended.  Our  isolationist  mentalit)'  made  possible 
the  Great  E>epression  and  another  \\  orld  war. 

We  learned  our  lesson  in  the  1940s.  We  joined  the 
United  Nations.  Infinite^  more  meaningful,  we  created 
an  en\ironment  \*-here  democrac>  and  economic  grouth 
could  thrive.  We  helped  create  the  Bretton  Woods  inter- 
national monetar\'  s\-stem  that  stabilized  currencies, 
thereby  alloviing  capital  to  flow  and  grow.  We  initiated 
the  General  Agreement  on  Tarife  and  Trade,  which 


began  a  process  of  sharply  reducing  trade  l>arriers;  world 
trade  blossomed.  We  set  up  NATO,  which  pro\ided 
Western  Europe  sccurit)"  from  So\iet  aggression.  We 
launched  the  Marshall  Plan,  which  gave  Europe  capital  to 
jump-start  stagnant  economies. 

Are  the  United  States  and  Western  Europe  adopting 
the  isolationist  model?  The  European  Communin.-  re- 
cendy  blocked  trade -opening  measures  uith  Poland, 
Hungary  and  Czechoslovakia.  Some  U.S.  polic^Tnakers 
still  belie\e  that  democracy-  is  a  done  deal  in  those  Central 
European  nations.  Such  complaceno'  is  out  of  place. 
Most  of  the  peoples  of  these  areas  have  seen  onh"  hard- 
ship. A  considerable  number  are  wondering:  Where  are 
the  benefits  of  democraq.-  and  fi-ee  markets? 

Is  it  beyond  our  capadtN'  to  irmovate  initiatives  truly 
respooshc  to  the  problems — and  opportunities — in  the 
former  Communist  bloc? 


IS  GOLD  GUIDING  THE  FED? 


There  IS  CIRCU.\IST.\NTL\L  c%idence  that  it  is.  If  true,  the 
implications  for  the  economv  are  profbundh-  positive.  In 
the  next  couple  of  years,  interest  rates  would  fill  to  le%els 
not  seen  since  the  mid-1960s.  The  cost  of 
capital  would  go  dovMi.  Stocks  would  rise.  ^  ^—^.-^-^ 
Mortgages  would  be  cheaper.  The  budget  f 
deficit  would  be  lower  since  we  would 
have  to  pay  less  nadonal  debt  interest. 

Federal  Reserve  Chairman  Alan  Green 
span  has  long  been  fascinated  by  the  bar- 
barous relic  is  a  monetar\'  guide.  His  in 
tluendal  colleague.  Governor  Wa\-ne  An 
gcll,  has  stated  that  commodit\-  prices, 
particularly  gold,  are  the  best  compass  for 
avoiding  infladon  and  defladon. 

Histon-  shou^s  that  gold  is  the  most 
sensidve  monetary-  barometer.  Propcrh 
utilized,  it  ne\er  lets  the  dollar  become 
too  dear  or  too  eas\-,  son  of  like  a  control 
mechanism  that  keeps  a  stead>'  room 
temperature.  UTien  i*e  began  abandon - 


IB1896, 
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He  lost:  the  U^  prwpcrcd. 


ing  gold  m  the  late  1960s,  interest  rates  went  ha\-wirc, 
never  returning  to  the  le\els  they  had  generally  held  for 
the  pre\ious  two  centuries. 

Angell  is  said  to  think  the  right  price  for 
gold  is  around  5350.  Thus,  when  it  went 
below  that  le\  el,  Angell-watchers  were  not 
surprised  that  the  Fed  cut  the  discount 
rate  to  its  lowest  level  in  18  years. 

Under  the  traditional  gold  standard, 
central  banks  bought  and  sold  the  yellow 
metal  directly.  With  this  new,  emerging 
s>  stem,  the  Fed  buys  and  sells  government 
sccurides  in  response  to  changes  in  gold 
prices.  So  watch  carefully:  If  the  yellow 
metal  doesn't  shoot  up  in  the  weeks  ahead, 
the  Fed  will  again  drop  interest  rates. 

If  Greenspan  were  to  fbrmalh'  announce 
that  this  gold  standard  was  indeed  the  new 
s^-stem,  the  cost  of  mone\  would  become 
cheaper  faster:  Markets  respond  quicker  to 
explicit,  not  implicit,  polidcs. 


WHAT  IS  THE  FED  SLTPOSED  TO  DO? 

Most  in\-estors,  executives,  financiers,  government  ofli -       central  bank  has  alu  a>^  wiggled  away  fix)m  being  bound  to 

dais,  legislators  and  journalists  would  be  hard  put  to  come       ^ny  set  task,  to  any  meaningful  performance  cntena. 

jp  with  a  sound  bite  answer.  No  wonder.  The  nation's  The  Fed  m  the  past  has  acted  as  if  it  could  simulta- 
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neously  control  interest  rates,  fine-tune  money  supply, 
curb  inflation,  stabilize  financial  markets,  manipulate  the 
value  of  the  dollar,  help  finance  the  federal  deficit,  regu- 
late banks  and  foresee  fixture  economic  activity. 

Astonishingly,  the  White  House,  Congress  and  the 
media  have  never  tried  to  pin  the  Fed  down  on  what  its 
job  is  and  how  it  should  be  judged. 

What,  indeed,  should  the  central  bank  do?  Preserve  the 
value,  the  integrity  of  the  dollar.  Do  that  and  the  markets 
will  never  be  starved  for  adequate  credit.  And,  in  a  crisis. 


Greenspan  &  Co.  should  act  fast  to  prevent  debilitating 
panics,  as  they  did  aft:er  the  1987  stock  market  crash. 
That's  it.  (Bank  regulation  should  be  elsewhere.) 

The  Fed  should  not  try  to  fine-tune  the  economy.  Its 
economists  can  no  more  second-guess  the  activities  of 
hundreds  of  millions  of  people  than  could  So\aet 
planners.  Nor  should  our  bank  biggies  tn'  to  slow  down 
economic  activity  just  because  they  think  that  growth 
triggers  inflation.  Easy  money  debases  money,  not 
people's  working. 


OVERHEARD 

One  ceo  asked  another,  "Are  you  going  to  put  a  facility  in  Russia?" 
"No,  we're  not  buying  green  bananas  these  days." 

GROWTH  PROMOTES  PEACE 


The  fight  between  Israel  and  the  U.S.  over  housing 
credits  obscures  a  more  important  aggravator  of  Mideast 
turmoil:  economic  stagnation. 

The  best  balm  for  that  region's  murderous  rivalries 
would  be  a  vibrant,  expanding  mid-  ^^^^^^_^^__ 
die  class.  Yet  all  the  states  there  are 
burdened  by  economic  feudalism 
(also  called'socialism).  Governments 
dominate  their  economies.  Even  Is- 
rael is  overtaxed,  overregulated, 
overbureaucratized. 

We  would  do  more  for  peace  by 
concentrating  on  economic  growth 
than  by  carving  up  real  estate.  Growth 
won't  much  ameliorate  the  intense 
dislike  between  Arab  and  Israeli  and 
between  Arab  and  Arab.  But  within  the  past  40  years,  both 
Western  Europe  and  the  Pacific  Rim  have  demonstrated 
that  economic  progress  focuses  peoples'  energies  on 
getting  ahead  rather  than  on  shooting  each  other. 

With  Israel,  for  example,  we  should  use  the  $10  billion 
loan  guarantee  as  an  "incentive"  for  Jerusalem  to  slash  tax 


West  Bank  housing  for  Soviet  Jews 


rates,  ease  bureaucratic  obstacles  for  setting  up  new 
businesses  and  embark  upon  a  serious  privatization  pro- 
gram. Personal  tax  rates  in  Israel  quickly  reach  58%;  tariffs 
are  prohibitive  and  corporate  levies  extreme.  The  govern- 
^____^^^^^_  ment  controls  most  of  the  land  and 
dominates,  direcdy  and  indirecdy,  the 
allocation  of  credit.  Housing  permits 
take  years  to  obtain. 

The  Israelis  are  an  energetic,  entre- 
preneurial, well-educated  people. 
They  face  an  influx  of  So\iet  refijgees 
that  will  increase  their  population  by 
nearly  25%.  The  economy  has  littie  to 
offer  these  skilled  immigrants.  Mean- 
ingful free-market  reforms  would 
trigger  a  Pacific  Rim-like  boom. 
While  neighboring  governments  might  continue  their 
verbal  assaults,  their  people  wouldn't  long  be  obli\ious  to 
Israel's  new  prosperity.  These  states  would  soon  be  enact- 
ing their  own  reforms,  probably  with  new  governments. 
As  South  Korea  and  Chile  have  shown,  prosperin,'  builds 
pressure  for  democracy. 


DEFLATED 

A  Question  of  Character — by  Thomas  C.  Reeves  (The     lytes 
Free  Press,  $24.95).  Turns  Camelot  into  Tobacco  Road. 
Almost  everything  about  the  JFK  image  was  starkly  false. 
Portrayed  as  a  devoted  family  man,  Kennedy  was  unfaith- 
fiil  almost  daily.  Image  makers  said  his  domi- 
neering father  played  a  minor  role  when  Ken- 
nedy went  into  politics;  in  truth,  his  father 
orchestrated  his  son's  campaigns  in  detail.  Ken- 
nedy did  not  write  Profiles  in  Courage,  as  he 
vigorously  maintained;  speechwriter  Theodore 
Sorensen  did.  Rules  and  a  sense  of  fair  play  were 
for  others;  Hubert  Humphrey  was  viciously 
smeared  in  the  critical  West  Virginia  primary. 
Despite  the  image  of  "vigah,"  Kennedy  was 
probably  our  sickliest   President.   Compliant 
physicians  covered  up  the  truth.  As  President, 
JFK  even  took  "feel -good"  injections  from  a  quack 
physician.  Historians  and  journalists  surxeycd  three  years 
ago  by  American  Heritajje  i'ound  Kennedy's  public  image 
to  be  among  the  most  inflated  of  our  Presidents'. 
But  the  deflation  has  been  overdone.  C-aniclot  aco 


are    right    that    Kennedy    grew    in    office.    His 
economic  policies,  particularly  his  tax  cuts,  triggered 
our  longest-lasting  expansion.  WTien  the  moment  was 
ripe,  he  put  forward  the  most  sweeping  ci\il  rights  bill 
in  almost  100  years.  i\nd  it  is  inconceivable, 
given  his  innate  caution,  that  Kennedy  would 
have  allowed  Vietnam  to  become  the  quag- 
mire it  did  under  his  successor. 
Excerpt:  /;;  early  February  1^55,  Jack  returned 
to  the  hospital  for  the  removal  of  a  silver  plate 
used  in  the  first  operation.  [His  fincnd]  Dave 
Powers    watched    the   surjjical   dressing    heinjf 
changed  and  later  observed  that  Jack  '"had  a  holt 
in  his  back  biji  enouah  for  me  to  put  my  fist  in  it 
up  to  the  wrist.  "  Two  weeks  later.  Jack  wasajiain 
in  Palm  Beach  to  recuperate.  Powers  recalUd 
that  he  was  in  constant  pain  and  unable  to  sleep  more  than 
an  hour  or  t)vo  at  a  time.  '"Ihe  Ambassador  [Joe  Kennedy/, 
who  was  there  with  us  all  the  time,  would  say  to  mr  ofien^ 
'Dave,  don't  try  to  jjive  him  anything  for  thf  pain — it's 
somethinji  he  has  tojjo  through. '  "  MM 
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It  takes  more  than  armor  to  make  a  helicopter  this  invincible. 


It's  not  what  we  put  on  the  Apache  that  makes  it  so 
invincible.  It's  what  we  put  into  it. 

To  create  the  world's  finest  attack  helicopter,  requires 
the  talents  of  truly  dedicated  people.  The  people  of 
McDonnell  Douglas.  They're  not  afraid  to  venture  into 
unknown  territory.  And  once  there,  they'll  track  down 
answers  and  attack  obstacles  with  a  vengeance. 

When  you're  armed  to  the  teeth  with  confidence  and 
drive,  you  can  create  just  about  anything.  From  helicopters 


that  fight  in  the  night  to  Delta  rockets  that  deliver  packages 
to  space. 

The  only  way  to  build  machines  that  far  exceed  every- 
one's expectations,  is  to  far  exceed  your  own.  Not  many 
people  have  this  trait.  In  fact,  it's  common  only  to  a  company 
of  leaders. 

/WOOO/VA/CI.I.  D€>U€SiLJ^S 

A  company  of  leaders. 
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our  900  service,  ^^   * . 

there's  always  a  pharmacist  on  call  j^i^^f ' 
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when  it  comes  to  medicine,  it's  never 
good  to  be  in  the  dark.  That's  why  a 
company  called  Ask  The  Pharmacist,  Inc. 
started  a  24-hour  information  line  using 
AT&T  MultiQuesr  900  Service. 

Anytime  people  have  questions,  they 
just  call  1  900  4200-ASK  to  talk  with  a 
licensed  pharmacist  quickly  and  pri- 
vately For  only  $1.95  per  minute. 

And  Ask  The  Pharmacist  is  only  one  of 
the  many  companies  providing  valuable 
information  through  AT&T  MultiQuest 
900  Service. 
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It's  simple.  The  900  sponsor  sets  the 
price  of  the  call.  And  AT&T  handles  the 
billing  and  collections,  then  forwards 
the  proceeds  back  to  the  sponsor. 

So  companies  like  Ask  The  Pharmacist 
can  concentrate  on  what  they  do  best. 
Helping  people. 

Innovation.  Another  AJ^ advantage. 

To  see  how  900  service  can 
help  you,  call  the  specialists  at  the 

AfultiQuest  Action  Center 

1  800  243-0900 


AT&T 

The  right  choice. 


Otheir  Comments 


Self-Help  First 


I  DON'T  WANT  to  be  like  Gorbachev.  I 
don't  want  to  travel  around  the  world 
begging  for  dollars.  I  want  to  create  a 
situation,  an  economic  environment, 
here  in  Russia  where  people  want  to 
come  here,  and  want  to  help. 
-Boris  Yeltsin,  inter\'iewed  by 
T.D.  Allman,  Vanity  Fair 

Right-Thinking 

So  MANT  blacks  think  right  and  vote 
left.  I  am  of  the  view  that  black  Ameri- 
cans will  move  inexorably  and  natu- 
rally toward  consenatism  \\'hen  we 
stop  discouraging  them;  when  they 
are  treated  as  a  diverse  group  with 
differing   interests;   when   conserva- 
tives stand  up  for  what  they  believe  in 
rather  than  stand  against  blacks. 
-Clarence  Tho\l\s, 
Supreme  Court  nominee,  at  the 
Heritage  Foundation,  1987 

Lessons  of  Utopia 

In  A  SOCIETY'  that  prides  itself  on  indi- 
vidualism, self-reliance,  personal  ini- 
tiative and  independence,  we  consis- 
tendy  elect  officials  whose  instinct  is 
to  solve  our  problems  through  gov- 
ernment programs.  Few  people,  it 
seems,  have  acknowledged  a  connec- 
tion between  what's  happening  in 
Eastern  Europe  and  what's  going  on 


here.  To  paraphrase  President  Ken- 
nedy, we  should  ask  not  what  Eastern 
Europe  can  learn  from  us,  but  what 
we  can  learn  from  Eastern  Europe. 
Once  burned,  the  people  of  Eastern 
Europe  are  not  likely  to  fall  prey  to 
the   notion   that   all   things   can   be 
achieved  if  only  go\'ernment  gets  in- 
volved. The  question  is,  are  we  going 
to  pay  heed,  or  are  we  destined  to 
make  some  of  the  same  mistakes  with 
some  of  the  same  consequences? 
-Judge  Alex  Kozinski,  U.S.  Court 
of  Appeals  of  the  Ninth  Circuit, 
who  left  Romania  in  1961  at  age  1 1 

Edifice  Complex 

"Going  200  or  500  stories  high  is  a 
marvelous  achievement,  but  I'm  not 
sure  what  it  achieves,"  said  A.  Eu- 
gene Kohn,  an  architect.  Putting  up  a 
150-stor}'  building,  for  example,  is 
generally  estimated  to  cost  about 
twice  as  much,  and  take  about  t^^'ice 
as  long,  as  creating  the  same  amount 
of  space  in  three  50-stor\'  buildings. 

A100-mile-an-hourv\indcanblow 
a  1,000  foot-tall  tower  2  feet  off 
center,  causing  the  top  of  the  building 
to  sway  a  total  of  4  feet,  according  to 
Lynn  S.  Beedle,  a  professor  of  civil 
engineering  at  Lehigh  University'. 

Said  Howard  J.  Kogan,  a  psycho- 
analyst, "The  whole  preoccupation 
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"/  can  never  remember  when  to  use  who  and  when  to  use  whom. 


with  size,  the  height  of  a  building 
rather  than  its  rational  use,  is  a  sug- 
gestion of  underlying  emotional  inse- 
curities. It's  similar  to  a  teen-age 
boy's  locker-room  comparisons." 
-Michael  deCourcy  Hinds, 
New  York  Times 


Honest  criticism  is  hard 
to  take,  particularly  from 
a  relative,  a  friend,  an  ac- 
quaintance or  a  stranger. 

-Fr,\nklin  p.  Jones, 
637  Best  Things  Anybody 
Ever  Said 


We  Told  You  So 

Who  w.\s  right.-  WTiy,  we  were,  of 
course.  And  by  "we"  I  mean  the 
unreconstructed  hard-line  anti- Com- 
munist cold  warriors.  We  were  right, 
in  the  first  place,  on  the  moral  ques- 
tion. We  said — and  never  stopped 
saying — that  Communism  was  one 
of  the  two  great  forms  of  totalitarian- 
ism, and  as  such  no  less  e\il  than 
Nazism.  We  said — and  never  stopped 
saying — that  no  people  had  ever  free- 
ly decided  to  live  under  Commu- 
nism, or  ever  would  if  given  a  choice. 

On  all  these  points,  nowadays  so  ^ 
blandly  conceded  b\-  evenone,  we 
were  not  only  opposed  but  were 
sneered  at,  ridiculed  and  defamed. 
We  w  ere  told  these  things  not  only  b\ 
the  Communists  themselves  but  by 
good  liberals  and  stxial  democrats — 
people  w  ho  in  their  o\\  n  eyes  differed 
from  us  in  being  more  realistic,  more 
flexible,  more  pluralistic  and  (above 
all)  more  devoted  to  peace. 
-Norman  Pophoretz,  Encounter 

Casals  Who? 

John  F.  Kenned^"^  emphasis  on  the 
value  of  the  arts  and  humanities  [dur- 
ing his  administration]  tends  to  con 
ceal  his  personal  dislike  and  distrust 
of  intellectuals.  Jackie  once  cracked 
that  the  only  music  her  husband  real- 
ly appreciated  was  Haii  to  the  Chief. 
-Thonlvs  C.  Refnts, 
A  Question  of  Character  ^ 
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New'&rk  Life  is 
arge,  conservative,  and  dull. 

Reassuring  in 
times  like  these,  isn't  it  ? 


Things  are  a  bit  shaky  these  days  in  the  financial  world. 
Investors  are  getting  a  lot  less  adventuresome.  And  words  like 
''stability''  and  ''security"  are  coming  back  into  vogue. 

To  some,  of  course,  this  is  just  the  current  economic 
trend.  But  at  New  York  Life,  we've  had  a  conservative 
investment  policy  for  146  years. 

When  the  financial  community  tied  its  money  up 

in  an  overheated  real  estate  market,  we  were  modest 

investors.  When  others  embraced  junk  bonds, 

we  held  back.  (In  fact,  95  percent  of  the  bonds  in 

our  portfolio  are  investment  grade.*) 

Does  that  make  us  large  and  conservative? 
We  should  say  so.  And  as  for  dull,  we  look  at 
it  this  way:  If  being  exciting  means  investing 
in  volatile  junk  bonds,  that's  the  kind  of  excite- 
ment we  can  all  do  without. 

For  information  on  any  of  our  products  and 
services,  call  your  local 
New  York  Life  agent 

or  1-800-695-4331.  The  Company  You  Keep: 


•As  <i»  Deccmhcr  Jl,  19V0,  inclutles  New  Ifaik  Ltk  Insucincc  Campan>  ind  Nc»'  Ybck  Lite  Insurance  ^nd 
Annuny  Cocporation,  a  DcUwarc  Coqxntian. 

C199I  New  \(w\i  Utc  Insurance  Oanpanv  SI  Madiacn  Avenue.  New  'Vbrk.  N  Y  10010  All  nshts  imcmcd 
New  >brfc  Life  Insurance  and  Annuny  Corpontion.  SI  Mjdiwn  Avenue.  New  Vnrk.  NY  lOOIO 


NTRODUCING  THE  NEW  MAZDA  929.  THE  FIRST 
LUXURY  SEDAN  THAT  DOESNT  DEPEND  ENTIRELY 
ON  LUXURY  TO  MAKE  YOU  FEEL  GOOD  Why  should  the 

rewards  of  owning  a  fine  automobile  be  restricted  to  the  purely  physical?  It  was  this 
unconventional  thinking  that  ultimately  led  to  the  new  Mazda  929.  A  luxury  sedan 
conceived  not  by  corporate  committee  but  by  a  fine  artist.  Resulting  in  aesthetics  that 
may  strike  a  somewhat  deeper  chord  in  you  than  cars  normally  do.  ^  And  to  help  satisfy 
your  desire  for  environmental  responsibility,  we've  eliminated  70%  of  our  manufacturing 
waste.  Further  distinguishing  the  new  929  from  automobiles  that  rely  on  extravagance 
as  their  sole  appeal.  ^  Of  course,  you  can  also  savor  the  eager  yet  smooth  acceleration 


bn 

P] 

of  its  24- valve  V6  engine,  the  security  of  standard  air  bags 


for  both  driver  and  passenger  and  the  supple  contours  of  its 


leather-trimmed  upholstery*  tO^  After  all,  if  the  new  Mazda  929  didn't  offer  the  pre- 


requisites of  uncommon  comfort  and  performance,  it  not  only  wouldn't  be  a 


luxury  sedan.  It  wouldn't  be  a  Mazda. 


THE  MAZDA  929 

The  only  car  in  its  class  with  dual  air  bags  standard.  ABS. 
3.0L,  24'valveV6  engine.  Multi'link  suspension.  *Available 
leather'trimmed  upholstery.  First  car  with  available  solar- 
powered  ventilation  system.  36^month/50,000'mile  limited 
warranty.  Nchdeductible,  "bumper'to-bumper"  protection. 
See  your  dealer  for  details.  For  a  free  brochure  on  the 
new  929  or  any  new  Mazda,  call  1-800-639-1000. 


*SeatN  upholstered  in  leather  except  for  Kick  side  of  front  scats, 
bottotn  ciishiiin  side  panels,  and  oilier  minor  areas. 

©  IWl  Minii  Motor  (ilAiiHTka  Inc 
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It  )ust  Feels  Right; 


Gommentairy 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


PRESIDENTIAL  DEBATES— A 

In  55  WEEKS  we  will  elect  a  President.  In  little  more  than 
1 7  weeks,  a  few  voters  in  Iowa  and  New  Hampshire  will 
officially  open  the  process. 

All  of  which  is  to  say  that  it  is  none  too  soon  to  begin 
thinking  about  debates  between  the  presidential  candi- 
dates, and  what  form  the  debates  should  take. 

Much  has  been  written,  mostly  etched  in  acid,  about 
what  a  terrible  campaign  1988  was.  Part  of  this  stemmed 
from  the  result,  which  few  commentators  liked,  and  part 
from  the  fact  that,  as  is  always  the  case  in  campaigns,  a 
large  amount  of  time  was  devoted  to  things  the  press  said 
(but  reported  at  inordinate  length) 
were  nonsubstantive,  intlammator\-, 
not  connected  with  go\  ernance  and 
were  otherwise  generally  disreputa- 
ble. These  included  references  to 
the  premature  parole  of  a  murderer 
named  Willie  Horton,  the  effect  of 
Massachusetts  en\ironmental  laws 
on  a  legendarily  filthy  Boston  Har- 
bor, and  microscopic  examinations 
of  the  private  lives  of  the  candidates 
and  their  families. 

UTiether  the  1988  campaign  was 
any  worse  than  any  other  national 
or  state  campaign  is  debatable,  although  the  universal 
chorus  of  media  anger  would  lead  one  to  think  it  was. 

One  thing  about  which  there  is  general  agreement  is 
that  the  so-called  presidential  debates  have  degenerated 
into  events  most  respected  television  and  print  cortespon- 
dcnts  call  a  "sham."  In  fact,  they  are  not  debates  at  all. 

Thus  it  is  particularly  timely  that  Har\ard's  Kennedy 
School  of  Government  has  issued  a  study  called  "Nine 
Sundays"  that  is  designed  to  improve  presidential  de- 
bates. While  this  proposal  offers  some  improvement  over 
past  formats,  the  plan,  when  viewed  with  Hanard's 
required  healthy  skepticism,  still  needs  many  changes 
before  those  citizens  interested  enough  to  watch  would 
be  able  to  make  reasonably  informed  voting  decisions. 

Briefly,  the  proposal  is  that,  for  the  nine  Sundays 
benveen  Labor  Day  and  Election  Day,  there  should  be 
television  coverage  of  two  real  presidential  debates,  one 
\icc-presidential  debate,  and  five  "conversations,"  with 
the  rvvo  presidential  candidates  being  grilled  by  a  "televi- 
sion   moderator    and    tv\'o    experts    selected    by    the 
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Yet  another  nondetwte 


NOVEL  1858-TYPE  PROPOSAL 

nersxorks."  The  ninth  Sunday  would  have  speeches,  ap- 
parently uninterrupted,  by  the  two  candidates. 

The  best  part  would  be  the  three  debates,  if  indeed 
they  are  debates.  Most  certainly  w  hat  we  have  seen  in  the 
last  three  or  four  presidential  campaigns  were  not  de- 
bates. They  were  press  conferences  conducted  by  report- 
ers acceptable  to  both  sides,  complete  with  packed  studio 
audiences  ready  to  cheer,  sneer  or  otherv\ise  influence  the 
much  wider,  unseen  national  audience. 

No  one  has  ever  explained  why  the  candidates'  \  icw  s 
ha\e  to  be  prompted  by  and  filtered  through  the  screen  of 
reporters  who  are  found  to  be  ac- 
ceptable to  the  rvvo  candidates. 
WTiy  is  it  we  cannot  simply  hear 
from  the  candidates  themselves? 
Oddly,  the  Harvard  study  states 
that  "no  one  believes  that  in  this 
age  of  television  we  can  suddenly 
return  to  the  Lincoln- Douglas 
model."  Why  not.' 

Why  can  we  not  simply  hear  fiDm 
each  candidate  without  anyone  else 
prompting  the  questions  and  thus 
filtering  the  views  of  the  two  candi- 
dates.* Why  can't  each  candidate  be 
allowed  equal  time  for  opening  statements,  rebuttal  and 
closing  statements.'  Consider  the  Lincoln -Douglas  de- 
bates, which  took  place  in  Illinois  in  the  1858  campaign 
for  a  U.S.  Senate  seat.  They  produced,  without  benefit  of 
radio,  tele\ision  or  even  rapid  newspaper  coverage,  a 
greater  understanding  of  the  most  important  issue  that  the 
countr\'  would  face  in  the  1860  presidential  campaign. 

The  Harsard  plan  obviously  represents  a  compromise. 
That  is  w  hy  it  includes  both  debates  and  "conversations," 
with  the  latter  turning  out  to  be  five  Sundays  of  accept- 
able network  t>pes  talking  with  the  candidates  as  if  all  of 
them  were  running  for  President. 

"Nine  Sundays"  w  ould,  I  think,  be  vastly  improved  if  it 
were  "Pour  Sundays,"  three  genuine  Lincoln- Douglas- 
st\le  debates  with  only  the  candidates  and  a  timekeepKr 
involved,  and  one  similar  vice  presidential  candidates 
debate.  The  candidates  themselves  already  schedule  clos- 
ing speeches  on  the  last  Sunday.  The  so  called  "conversa- 
tions" would  simply  perpetuate  the  nondebates  of  the  last 
three  or  four  presidential  campaigns.  WM 

35 


«M- 


INTRODUCING  A  CORPORATE 
GIFT  FOR  EVERY  CHARACTER. 
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Closed  circle:     Full  upper  loop: 
Reticent  Mystical 


Initial  hook: 
Acquisitive 


Full  "d"  upper 

loop:  Sensitive 

to  criticism 


Full  "e"  loop: 
Open-minded 


A 


Balanced  top  &         Strai^i 
hoctcrm  or\ "/":       dounsiroke: 
Organized  Loner 


No  initial 
stroke: 
Direa 


Closdy  dotted 

"i":  Anention 

to  details 


Small  loop: 

A  large  "k" 

Loop  in  "I": 

Rounded  "m": 

Flourish  on  "n": 

Cirde  on  riglit 

Tall  upper  "p" 

Breakauay 

Flat-top  - 

Clannish 

buckle: 

Philosophical 

Logical 

Sense  of 

side: 

stroke: 

stroke: 

Manual 

Defiant 

thinker 

humor 

Seaetive 

Argumentative 

AggressK^e 

dexteritv 

Soft  "s"  ending:    Sweeping  t-bar: 
Yielding  Enthusiasm 


Final  hook: 
Tenacity 


Sharp  "v": 
Analytical 


"^      X^ 


ShofTt  initial 
stroke: 
Temper 


Firm  ending: 
Decisive 


U 


Full  louer 

loop^. 

Imagination 


Narrou  loop: 
SelectK-irv 


}-\and\jjntmg  reveals  every&drxg  about  a  penorCs 
dmracier.  So  does  their  choice  of  pen.  Now  you  can  give  a 
gift  that  shotus  good  taste,  individuality  and  practicality. 
The  new  Parker  Insignia  Pens.  These  beautiful  writing 
instruments  are  designed  to  fit  comfortably  in  the  uriter's 
hand  and  guararMeed  to  last  a  lifetime. 

Plus,  your  company's  logo  can  be  placed  on  the  pen  uith 
jewelry-cmality  dip  emblems,  so  it  looks  like  the  logo  was  part 


of  he  original  design  of  the  pen.  Wih  ten  distinaiK^  firushes 
to  choose  from,  here's  an  Insignia  fen  eK'cry  penonaIir> 

for  mofre  ir\fomruitian,  err  far  your  complimentary  copy 
of  the  Insignia  Corporate  Gift  Guide,  call  1^00-522-3021 


The  New 

t  PARKER 

INSIGNIA 
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EDITED  BY  HOWARD  BANKS 


Early  signs  that  the  credit  crunch  may  ease 


The  U.S.  Senate  is  understandably  holding 
the  feet  of  Robert  L.  Clarke,  Comptroller  of  the 
Currency,  to  the  fire  for  his  department's  sins 
(see  story,  p.  136).  There  was  a  time  when  bank- 
ing regulation  was  clearly  too  lax.  But  then 
Clarke's  bank  regulator  brigades  swung  too  far 
the  other  way,  causing  banks  to  cut  back  credit 
too  far.  It  has  played  a  part  in  causing  the  recent 
recession  and  current  lackluster  recover)'. 

Though  it's  too  early  to  be  sure,  there  are 
signs  that  a  new,  more  enlightened  attitude  is 
emerging  among  the  bank  regulators.  In  early 
August  a  new  circular  (Number  255)  emerged 
from  Clarke's  Office  of  the  Comptroller  of  the 
Currency.  What  it  said  was  that  banks  could  take 
a  more  businesslike  and  longer-term  view  of  a 
troubled  loan,  especially  in  the  real  estate  mar- 
ket. Even  though  a  building's  appraised  value 
may  have  sagged  in  today's  market,  the  regula- 
tors are  now  allowed  to  accept  that  a  basically 
sound  property  loan  should  eventually  come 
good — provided  interest  is  being  paid. 

This  may  sound  trivial,  but  it  could  have  a 
big  impact.  As  a  simple  example,  take  a  $10 
million  building  with  a  $7  million  mortgage. 
Full  interest  is  being  paid,  but  the  appraisers  say 
the  building  is  now  worth  $6.5  million.  Until 


recently  the  bank  examiners  would  have  rated 
the  loan  as  nonperforming  and  required  that  a 
provision  for  a  partial  loss  be  charged  against  the 
bank's  earnings.  Interest  received  would  have 
to  be  accounted  as  a  recovery  of  principal.  In 
other  words,  even  though  there's  positive  cash 
flow  on  the  loan,  regulators  would  have  counted 
it  as  a  loss. 

When  this  happened,  banks  often  preferred 
to  foreclose  at  30  cents  to  40  cents  on  the  dollar, 
take  the  writedown  and  get  on  with  business. 
The  impact  on  the  rest  of  the  economy  has  been 
gun-shy  banks  and  tight  credit. 

Will  Circular  Number  255  help  prize  open 
the  credit  taps?  A  small  straw  in  the  wind:  In  an 
early  couple  of  bank  examinations  completed 
since  the  circular  was  published,  the  banks'  pro- 
posed workouts  on  problem  loans  were  ac- 
cepted by  the  occ's  examiners.  In  the  recent 
past,  that  would  have  been  unlikely,  says  Peter 
S.  Carlsen  of  workout  specialist  Kenneth  Le- 
venthal  &  Co. 

"This  sort  of  approach  is  exacdy  what  we 
want  to  happen,"  says  John  Robson,  deputy 
secretary  at  the  U.S.  Treasury.  "Now  we  have 
to  make  sure  all  7,000  examiners  comply." 

Keep  your  fingers  crossed. 


An  opportunity  for  business  and  the  greens 


One  big  capital  spending  need  facing  Amer- 
ican businesses  is  pollution  control  equipment. 
By  one  estimate,  $35  billion  was  invested  in  it 
last  year,  and  more  will  be  needed  to  meet  the 
new  Clean  Air  Act.  But  companies  get  no  help 
from  the  U.S.  tax  code.  A  new  study  by  the  Law 
Library  of  Congress  finds  that  at  least  eight  of 
the  U.S.'  major  trading  partners,  including  Ja- 
pan and  Germany,  "offer  tax  treatment  for 
pollution  control  equipment  that  appears  far 
more  generous  than  anything  the  U.S.  of- 
fers," says  study  coordinator  Stephen  Clarke. 
The  competition  often  gets  special  tax  breaks 
or  faster  depreciation  for  environmental 
equipment. 

And  the  recent  recession  makes  the  compar- 
ison look  even  worse  for  U.S.  companies.  Many 
will  be  in  for  a  rude  surprise  when  they  attempt 
to  depreciate  their  investment  in  pollution 
equipment.  The  problem  is  the  corporate  Al- 
ternative Minimum  Tax. 

Passed  in  1986,  the  AMT  was  Congress'  at- 
tempt to  make  sure  profitable  companies  paid  at 
least  some  tax.  It  forces  a  company  to  recalcu- 
late its  income,  adding  back  in  a  portion  of  such 
tax  "preferences"  as  depreciation^  and  then  to 


pay  taxes  on  that  higher  income  at  a  minimum 
20%  rate.  That  effectively  raises  the  cost  of 
capital  and  reduces  the  incentive  to  make  certain 
capital  investments. 

When  profits  are  down,  as  they  are  in  this 
recession,  more  companies  making  hea\y  in- 
vestments tend  to  get  hit  with  the  AMT.  In 
1987  and  1988, 20%  of  companies  with  assets  of 
more  than  $250  million  paid  using  AMT  calcu- 
lations; in  recessionary  1991  that  figure  could 
run  as  high  as  40%. 

"Just  making  outlays  on  pollution  control 
can  drive  a  company  into  AMT,  which  effectively 
raises  the  cost  of  all  of  a  company's  capital 
investments,"  says  Margo  Thorning,  chief 
economist  for  the  American  Council  for  Capi- 
tal Formation. 

The  C'ouncil  would  like  to  see  the  .\mt  over- 
hauled so  as  to  exclude  depreciation  on  all  capi- 
tal investment.  But  that  would  cost  the  Trea- 
sury several  billion  dollars  a  year.  A  more  modest 
reform  is  possible:  Don't  count  spending  on 
pollution  equipment  as  a  tax  "preference"  for 
AMT  purposes.  Isn't  there  common  cause  here 
between  business  and  the  environmental  special 
interests?  -Janet  Novack  ^ 
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The  Forbes  Index  (1967=100) 
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Americans  still  have  an  appetite  for  foreign  products.  A 
large  rise  in  imports — especially  consumer  goods  and] 
autos — pushed  the  merchandise  trade  deficit  up  56%  fi-om 
June  to  July.  But  exports  remain  strong,  too:  July's  deficit 
of  $5.9  billion  is  a  big  improvement  over  the  $9.1  billion 
trade  deficit  posted  in  July  1990.  Meanwhile,  residential 
construction  has  yet  to  show  a  substantial  recovery,  even 
though  mortgage  rates  are  at  their  lowest  level  since  1978. 
New  privately  owned  housing  starts  fell  8.5%  in  August 
and  are  7.3%  below  depressed  year-ago  levels. 

Other  key  rates 

Prime  rate 

Auto  sales  year  to  date  vs  1990' 

Index  of  leading  indicators  July  vs  June 

Trade  balance  12  months  ended  July  1991 

All-commodity  producer  price  index  Aug  vs  Jul/ 

GNP  2nd  quarter  vs.  1st— annualized  growth 

M2  (3-month  change) — annualized  growth' 

'  U.S.-based  manufacturers,  excludes  imports,  as  of  9/10/91.  ^Wholesale  goods.  ^  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  maiket  funds. 


Source 

State  1 

Chase  Manhattan  Bank 

Ward's  Automotive 

-ii.ff(| 

Dept  of  Commerce 

1.2%' 

Dept  of  Commerce 

-SSlbil 

'      Dept  of  Labor 

0.3% 

Dept  of  Commerce 

-0.1% 

Federal  Reserve 

0  5% 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new/  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  ol  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbfs  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Services     •    Total  index 


Inventories      •    New  orders 
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Consumer  price  indexes  (1982-84  average^lOO) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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Manufacturers'  new  orders  and  inventories 
($billions),  seasonally  adjusted  (Oe(<  d  Coanefce) 
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Industrial  production  Index  (1987  100) 
seasonally  adjusted  (Federal  Reserve) 


New  housing  starts  (thousands)  privately  owned, 
unadiusted  (Dept  of  Commerce) 
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distxnenKnbt  SMsemMy  v^hM  (Dipt  it  Ombbcc) 


New  iintmployment  claims  .)ve<ase  for  month 
(tht\i  vinds).  SMSooiiiiy  itdjusted  (IVpt  ol  Labor) 


Retail  sales  ittMiiions). 

seasonally  adjusted  (Dept  of  OommtKc) 
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Good  ideas  do  grow  on  trees 


Even  if  the  glass  breaks, 
there  is  no  leakage. 
Schott's  bottles  have  a 
plastic  coating  to  keep 
valuable  fluids  contained 
and  to  protect  people 
against  hazardous 
chemicals. 


When  a  ripe  coconut  falls  from 
the  tree,  the  drop  can  be  as 
much  as  a  hundred  feet. 

It  would  certainly  break  if 

nature  hadn't  provided  it  with 
effective,  built-in  protection. The 
thick,  fibrous  husk  encasing  the 
hard-shelled  nut  cushions  the 
soft  core  of  meat  in  case  the 
landing  is  bumpy. 
Schott's  "Duran"  labo- 
ratory bottles  feature  similar 
protection.  They  are  made  of 
chemically  resistant  borosili- 
cate  glass  with  a  transparent 
plastic  coating. 

Should  the  glass  break. 


liquids  from  leaking  out. 

Our    laboratory    bottles 

are  totally  dependable  -  even  for 
containing  hazardous  and  highly 
corrosive  chemicals.  They  pro- 
vide a  high  degree  of  safety  and 
security  for  technicians  and 
equipment  alike. 

Plastic  coated  laboratory 

bottles,  available  from  Schott 
America,  are  just  one  example  of 
how  Schott's  innovative  devel- 
opment responds  to  specific 
needs.  In  today's  world,  special 
glass  helps  keep  technology 
advancing. 

Schott  worldwide;  50.000 


ties,  represented  in  more  than 
100  countries,  with  over  $1.5 
billion  in  sales. 

Schott  in  North  America: 

11  companies  employing  more 
than  1,800  people. 

Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation. 
Department  F25,  3  Odell  Plaza. 
Yonkers,  NY  10701. 


(^\  SCHOTT 
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this^oating    keeps    valuable      products,  50  production  facili-      Nobody  knows  more  about  glass. 


Recycling  seems  the  aesthetically  preferred  method  for  dealing  with  the 
garbage  crisis.  But  recycling  can  be  pushed  too  far,  because  . . . 

''No  one  wants  to  shoot 
Snow  White" 


i-^m'' 
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By  Marcia  Berss 

Imagine  a  business  in  which  the  cost 
of  the  raw  materials  far  exceeds  any 
revenues  the  firm's  product  can  gen- 
erate, and  the  product  supply  far  out- 
strips demand.  You  have  just  grasped 
the  economics  underlying  curbside 
garbage  recycling.  In  the  Northeast, 
for  example,  old  newsprint  is  in  such 
oversupply  that  prices  plunged  from 
$60  a  ton  at  the  end  of  1987  to  below 
zero  today  (see  chart,  p.  42).  Likewise 
around  the  country.  The  Kansas  City 
suburb  of  Overland  Park,  Kans.  has 
been  giving  away  its  recycled  news- 
print. Delaware's  Solid  Waste  Au- 
thority has  been  paying  $  1 0  per  ton  to 


have  old  newsprint  hauled  away. 

But  to  question  the  merits  of  rec\^- 
cling  is  to  invite  the  wrath  of  friends 
and  neighbors.  Says  Charlotte  Frola,  a 
waste  consultant,  "It  is  like  trying  to 
shoot  Snow  White." 

In  response  to  this  popular  feeling, 
over  half  the  states  now  have  some 
kind  of  law  mandating  curbside  rec\'- 
cling.  Recycling  advocates  are  now 
leaning  on  politicians  to  create  buy- 
ers. But  is  recycling  the  only  way  to 
deal  with  our  landfill  shortage?  No.  Is 
it  the  best  way?  Not  necessarily. 

The  biggest  oversupply  is  in  news- 
print, the  major  item  in  curbside  col- 


lection. Paper  consumes  the  most 
space  in  landfills,  about  34%.  In  the  ■ 
last  two  years,  a  dozen  states  have 
passed  laws  requiring  local  newspaper 
publishers  to  use  a  minimum  content 
of  recycled  newsprint.  Beginning  this 
year  or  next,  most  laws  require  10%  to  k 
25%  rec\'cled  paper  content,  phasing 
up  to  50%  by  the  end  of  the  decade. 

Yet  most  garbage  experts  believe 
no  more  than  60%  to  70%  of  news- 
print can  be  rec\'cled.  And  we  are 
already  recycling  44%,  up  ft-om  33%  in 
1988,  when  curbside  reocling  took 
hold,  thanks  to  Boy  Scouts  and 
church    groups    that    collected   old 
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(newspapers  as  fundraisers. 

Collecting  waste  newsprint  beyond 

I  the  60%-to-70%  level  is  uneconomical 

because  much  of  it  is  in  rural  areas  and 

is  too  expensive  to  collect,  or  is  used  at 

I  home  to  line  birdcages,  wrap  garbage 

or  for  starting  fires. 

Once  the  limit  is  reached,  how  will 
publishers  in  minimum-content- 
mandated  areas  get  their  recycled  pa- 
per? They'll  have  to  pull  it  from  other 
uses,  fiberboard  and  exports.  Says 
William  Franklin  of  Franklin  Asso- 
ciates, an  environmental  research 
firm:  "We  will  redistribute  the  use  of 
old  newsprint,  but  we  won't  pull  out 
more  from  the  landfill." 

That's  one  reason  some  newsprint 
producers  are  taking  a  second  look  at 
entering  the  recycled  newsprint  mar- 
ket. By  last  summer  16  Canadian  and 
U.S.  newsprint  producers  announced 
plans  to  build  de-inking  facilities,  at 
about  $50  million  each,  to  meet  cus- 
tomer demands  for  recycled  news- 
print. But  with  the  current  big  overca- 
pacity in  virgin  newsprint  and  no  way 
to  recoup  the  cost  of  the  capital  out- 
lays, the  economics  of  making  recy- 
cled newsprint  look  shaky.  The  big 
Canadian  producer  Abitibi-Price  has 
already  abandoned  consideration  of 
building  a  de-inking  facility. 


The  environmental  improvement 
resulting  from  more  use  of  recycled 
newsprint  is  uncertain  at  best.  It 
won't  save  trees.  U.S.  virgin  news- 
print is  largely  made  from  trees  grown 
as  a  crop.  Nor  may  it  do  much  to  clean 
the  atmosphere.  Most  of  the  virgin 
newsprint  consumed  in  the  U.S. 
comes  from  Canada,  where  paper 
companies  use  clean,  renewable  hy- 
droelectric power  to  fijel  their  plants. 
U.S.  newsprint  makers  use  higher- 
polluting,  nonrenewable  energ\'  like 
coal.  One  side-effect,  then,  of  forcing 
people  to  use  recycled  paper  could  be 
an  increase  in  the  consumption  of 
fossil  fiiels  and  a  decrease  in  the  use  of 
hydroelectric  power. 

Plastics  companies  are  watching 
newsprint's  mandated-content  laws 
anxiously.  Plastics  are  the  number 
two  item  in  landfills,  accounting  for 
20%  of  volume.  The  biggest  recycled 
plastic  is  soft-drink  bottles  (30%  is 
currendy  recovered),  made  fi-om 
polyethylene  terephthalate  (pet). 
Like  recycled  newsprint,  there's 
some,  but  not  much,  demand  for 
recycled  pet.  It's  used  in  polyester 
carpets  and  stuffing  for  ski  jackets  and 
sleeping  bags.  The  Food  &  Drug 
Administration  recentiy  okayed  the 
use  of  recycled  pet  for  packaging 


food.  Coca-Cola  just  introduced,  on  a 
limited  basis,  2 -liter  Coke  botties 
made  with  a  25%  recAcled  resin  con- 
tent, but  Coke  is  reportedly  paying  a 
20%  premium  over  virgin  resin. 

Is  greater  use  of  landfills  a  viable 
alternative.'  "We're  not  running  out 
of  landfill  space,"  says  Randall  John- 
son, county  commissioner  for  Hen- 
nepin County,  Minn.  "We're  run- 
ning out  of  politicians  willing  to  site 
suitable  landfills."  That's  something 
of  an  oversimplification:  The  politi- 
cians are  responding  to  the  voters, 
who  believe  that  the  country  is  about 
to  be  buried  under  a  mountain  of 
garbage.  But  still  Johnson  has  a  point. 
His  count}',  which  includes  Minne- 
apolis, has  a  landfill  charging  S35  a 
ton,  a  waste- to- energ)'  facility'  that 
costs  $55  a  ton  to  operate — and  a 
recycling  program,  mandated  by  the 
state,  which  costs  over  $65  a  ton. 

Landfill  versus  recycling  cost  differ- 
entials like  those  are  common 
throughout  the  countr\'.  This  year 
taxpayers  in  San  Jose,  Calif  will  spend 
$160  a  ton  to  recycle  their  waste, 
versus  $93  a  ton  to  dump  it.  And  they 
don't  even  have  a  landfill  problem: 
San  Jose  has  25  years  of  remaining 
capacity  at  its  main  landfill  and  47 
years'  capacity  is  left  at  another  area 


Gilliam  County, 
Ore.  landfill 
$1  million  in 
landfill  fees  from 
Seattle  is  25%  of 
county  revenues 
and  pays  for  the 
mi^jor  school  in  the 
county. 
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ivjecycling 


Too  much  paper 


Old  newsprint  price 
($/short  ton  at  N.Y.) 


Curbside  recycling  programs 
(thousands  of  communities) 


•87  '88  '89  '90  '91 

Sources:  Pulp  &  Paper  Week;  BioCycle  Magazine 


site.  San  Jose  taxpayers  would  save 
over  $3  million  this  year  if  they  land- 
filled  rather  than  recycled.  San  Jose's 
voters  and  politicians  have  overreact- 
ed. Robert  Davis  is  vice  president  of 
recycling  for  Browning- Ferris  Indus 
tries,  which  both  hauls  garbage  and 
recycles  it.  Says  he:  "It's  a  lot  easier  to 
get  a  politician  to  snip  a  ribbon  open- 
ing a  recycling  facility  than  a  landfill." 
Yet  the  fact  is  that  some  poorer 
localities  are  willing  to  take  garbage — 


ABOVE:  Recycled  newsprint  in 

New  Jersey 

LEFT:  As  supply  has  risen,  prices 

have  collapsed 

Mandated  supply  has  led  to  a  glut,  and 

towns  are  paying  to  have  it  hauled  away. 


for  a  price.  More  communities  are 
agreeing  to  host  landfills  as  their  fi- 
nances deteriorate  (Forbes,  Sept.  3, 
1990).  Gilliam  County,  Ore.  (pop. 
1,800)  wanted  Seattle,  Wash.'s  gar- 
bage so  badly  it  fought  Oregon  state 
legislators'  attempts  to  tax  out-of- 
state  garbage  coming  into  Oregon.  Is 
it  right  for  rich  communities  to  dump 
their  garbage  on  poorer  communi- 
ties? Maybe  not,  but  this  raises  anoth- 
er question:  Is  it  right  for  environ- 
mentalists to  deprive  poorer  commu- 
nities of  needed  income,  income  that 
could  produce  better  schools  and 
roads  and  other  communit)-  facilities.' 
Seattle's  decision  to  use  the  Gilliam 
C^ounry  landfill  will  generate  $1  mil- 
lion this  year  for  the  little  locality'. 

Another  route  is  that  taken  by  the 
Wisconsin  Waste  Facility  Siting 
Board.  Unlike  many  states,  Wisconsin 
is  siting  enough  landfill  capacity  to 
keep  up  with  its  needs.  The  process 
isn't  smooth.  The  state's  Department 


of  Natural  Resources  must  first  ap- 
prove the  environmental  and  health 
aspects  of  a  landfill,  a  process  that  can 
take  up  to  seven  years.  Then  the 
proposal  goes  to  the  Siting  Board,  a 
negotiating  forum  for  the  landfill  de- 
veloper and  local  citizens  and,  if  nec- 
essan',  the  arbitrator  of  last  resort. 
Even  then  the  developers  have  guar- 
anteed the  value  of  neighboring 
homes,  sometimes  even  bu\ing 
homes  to  quiet  neighbors'  objec- 
tions. Wisconsin  landfill  operators 
also  send  neighbors  water-table  mon- 
itoring reports  and  must  maintain  the 
landfill  40  years  after  closure.  The 
process  seems  to  be  working.  Of  the 
33  landfills  sited  since  the  board's 
creation  in  1984,  only  3  have  gone  to 
arbitration. 

Arguments  based  on  sheer  eco- 
nomic efl'icieno'  no  longer  wash  in 
this  country- — all  to  the  gcxxi.  But 
that  doesn't  mean  that  economics  can 
or  should  be  thrown  out  the  window. 
If  the  choice  were  simply  landfills 
versus  recycling,  recycling  would  be 
the  clear  winner.  But  when  wu  factor 
in  the  higher  ct>st  of  additional  rec\- 
cling,  it  seenvs  only  .sensible  to  realize 
that  Ixith  rcc>cling  and  landfills  have 
their  place  in  the  scxiiKConomic 
einironmcnt.  ^B 
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I  Society  has  not  failed  our  children. 

The  public  schools  have  failed  the  children. 

Excuses,  excuses 


BY  THOMAS  SOWELL 


Dr.  Thomas  Scwell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


"Thh  worst  continued  to  worsen," 
John  Kenneth  Galbraith  said,  in  his 
entertaining  account  of  the  stock 
market  crash  of  1929.  Unfortunately, 
that  also  applies  to  American  educa- 
tion today. 

Recently  released  statistics  show 
that  American  high  school  students 
have  now  reached  an  alltime  low  in 
their  verbal  scores  on  the  Scholastic 
Aptitude  Test,  taken  by  more  than  a 
million  young  people  preparing  to  go 
on  to  college.  Looking  back  over  the 
past  30  years,  the  highest  SAT  scores 
were  reached  in  1963,  the  entire  de- 
cade of  the  1970s  saw  declines  even,' 
year,  and  the  minor  improvements  of 
the  1980s  never  reached  the  levels 
achieved  20  years  earlier. 

Now  the  1990s  have  begun  with  a 
new  decline  to  a  record  low.  The 
worst  continues  to  worsen. 

With  years  of  experience  in  dealing 
with  bad  results,  the  educational  es- 
tablishment has  become  expert  at  ex- 
plaining them  away.  The  first  line  of 
defense  is  that  the  results  don't  mean 
anything.  A  favorite  variation  is  that 
American  colleges  are  now  providing 
"access"  to  so  many  "disadvantaged" 
students  that  of  course  the  average 
scores  of  those  applying  to  college  are 
a  little  lower. 

Unfortunately  for  this  argument, 
test  scores  have  been  declining  at  the 
top.  Twcnt)'  years  ago,  more   than 


116,000  students  scored  above  600 
on  the  SAT  (out  of  a  possible  800). 
Today,  with  slightly  more  students 
taking  the  test,  fewer  than  75,000 
score  that  high.  In  math,  about  the 
same  proportion  score  above  600  as  in 
1971.  However,  we  must  remember 
that  1971  was  not  a  golden  age.  The 
decline  was  already  under  way  for 
several  years  by  then. 

When  declining  results  on  a  wide 
variety'  of  tests  cannot  be  talked  away, 
educators  then  argue  that  this  shows 
a  need  for  more  money  to  be  spent 
on  the  public  schools.  Thus  the  ta- 
bles are  turned  and  "society"  is  put 
on  the  moral  defensive  for  having 
"neglected"  the  education  of  the 
next  generation  by  not  "investing" 
enough  in  their  education,  con- 
demning them  to  "overcrowded 
classrooms"  and  the  like. 

In  realit)',  the  U.S.  spends  more 
money  per  pupil  than  most  other 
nations,  including  nations  whose 
youngsters  consistently  outperform 
ours  on  international  tests.  We  spend 
more  money  than  Japan,  for  example, 
whether  measured  in  real  per-pupil 
expenditures  or  as  a  percentage  of  our 
gross  national  product.  We  have  few- 
er pupils  per  class  than  Japan,  and  in 
mathematics  our  classes  are  less  than 
half  the  size  of  Japanese  math  classes. 
The  only  thing  we  don't  have  are 
results.  American  students  have  come 
in  last  in  international  math  tests. 

"Societ)'"  has  not  tailed  its  chil- 
dren. The  public  schools  have  failed. 
That  is  what  all  the  clever  evasions  and 
distractions  seek  to  conceal. 

There  is  really  nothing  ven*'  myste- 
rious about  why  our  public  schools 
are  failures.  When  you  select  the  poor- 
est-qualit\'  college  students  to  be 
public  school  teachers,  give  them 
iron  clad  tenure,  a  captive  audience, 
and  pay  them  according  to  seniority' 
rather  than  performance,  why  should 
the  results  be  surprising.' 

Money  is  not  the  problem  here. 


either.  Better-qualified  people  be- 
come private  schcx)!  teachers  at  lower 
salaries.  The  crucial  problem  is  with 
the  filter  through  which  the  over- 
whelming majoritv'  of  teachers  pass — 
education  courses.  Mediocrity'  and  in- 
competence pass  readily  through  such 
filters,  but  education  courses  repel  the 
more  able  and  intelligent  college  stu- 
dents. Paying  higher  salaries  to  the 
kind  of  people  who  emerge  from  this 
process  only  makes  mediocrity  and 
incompetence  more  expensive. 

It  is  not  simply  the  dullness  or  the 
shallowness  of  education  courses  that 
is  crucial,  nor  is  it  simply  the  academ- 
ic deficiencies  of  the  people  who 
choose  to  take  these  courses.  Rather, 
it  is  the  fatal  attraction  of  nonaca- 
detnic  projects  to  people  for  whom 
academics  have  never  been  a  source 
of  achievement  or  pride.  Throughout 
this  centurx',  there  has  been  an  ongo- 
ing struggle  between  laymen  tr\'ing 
to  focus  the  public  schools  on  teach 
ing  academic  subjects,  while  the  edu- 
cators have  increasingly  gone  ofl  into 
the  wild  blue  yonder  of  endless  non- 
academic  fads. 

While  students  in  Japan  are  study- 
ing math,  science  and  a  foreign 
language,  American  students  are  sit- 
ting around  in  circles  unburdening 
their  psyches  (and  family  secrets)  in  a 
wide  range  of  psycho- babble  courses 
called  "affective  education."  WTiat 
with  "nuclear  education,"  multicul- 
turalism,  environmentalism  and  a 
thousand  other  world-sa\ing  cru- 
sades, our  students  are  learning  to 
"express  themselves"  on  all  sorts  of 
issues  for  which  neither  they  nor  their 
teachers  ha\c  even  the  rudiments  of 
competence. 

It  is  going  to  be  difficult  to  get 
teachers  who  are  even  academically 
oriented,  much  less  academically  able, 
as  long  as  education  courses  are  the 
legally  mandated  filter  through  which 
the  vast  majorirv'  of  teachers  pass. 
Such  courses  are  legal  prerequisites 
solely  because  of  the  political  muscle 
of  the  education  establishment, 
whose  top  prionr\'  is  presersing  the 
jobs  of  its  owTi.  Forr\'  million  Ameri- 
can sch(H)l  children  are  thus  sacrificed 
to  presene  the  jobs  of  fewer  than 
40,000  professors  of  education. 
That's  more  than  a  thousand  young 
sters  sacrificed  for  everv'  education 
professor.  IB 
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Chevron  and  Amoco  plan  to  develop  Soviet  oilfields. 
One  connpany  has  it  much  easier  than  the  other. 

Caught  between 
the  republics 


By  Peter  Fuhrman 

In  prk coup  June — which  is  eons  ago 
in  Soviet  terms — Amoco  won  a  high- 
profile  tender  with  Soviet  authorities 
to  develop  an  offshore  reserve  of  2 
billion  barrels  or  more  of  crude  oil  in 
the  (Caspian  Sea.  Amoco's  agreement 
followed  on  the  heels  of  a  proposed 
joint  venture  deal  between  (Chevron 
and  Soviet  authorities  to  pump  crude 
from  onshore  fields  along  the  north- 
ern rim  of  the  C'aspian. 

Final  negotiations  on  both  these 
deals  were  moving  ahead,  in  fits  and 
starts.  Then  came  the  mid-August 
coup.  The  breakdown  of  central  party 
power  since  then  has  treated  the  two 
U.S.  oil  companies  most  unequally. 

('hevron  looks  (for  now)  to  have 
the  better  position  by  far.  Its  produc- 
tion could  begin  within  a  year  from 
the  Tengiz  field  near  the  hamlet  of 
Prorza  in  the  republic  of  Kazakhstan. 
Tengiz  may  have  as  much  as  7.5 
billion  barrels  of  commercially  recov- 
erable reserves,  extractable  at  a  rate  of 
1  million  barrels  a  day. 

The  leader  of  Kazakhstan,  Nursul- 
tan  Nazerbayev,  was  forthright  in 
condemning  the  coup  and  renounc- 
ing the  C'ommunist  Party.  Result:  His 
relations  with  Russian  President  Roris 
Yeltsin  couldn't  be  warmer,  and  that 
is  good  news  for  C'hevron.  Why?  Rc- 
cause  there  is  no  direct  route  for  the 
oil  from  Kazakhstan  to  the  West,  ex- 
cept through  the  Russian  republic. 
Good  relations  with  Russia  should 
make  it  easier  for  C'-hevron  and  its 
Kazakh  partners  to  buy  access  to  the 
main  Russian  pipelines  or  to  swap 
Tengiz  field's  crude  ibr  Russian  crude 
that  would  be  sold  to  the  West. 

Sinco  the  coup,  Kazakh  President 
Nazerbayev  also  told  U.S.  Secretary' 
of  State  James  Raker  that  he  has  "full 
confidence"    in    C'hevron.    A    tmA 


agreement  to  initiate  production 
seems  imminent. 

What  of  Amoco?  In  contrast  to 
Chevron,  it  is  on  the  horns  of  a  very 
tricky  dilemma. 

Amoco  holds  drilling  rights  in  the 
offshore  Azeri  field,  60  miles  south- 
east of  Raku,  in  the  Caspian  Sea  (see 
map).  Its  problem  is  this:  The  Azeri 
field  belongs  territorially  to  the  re- 
public of  Azerbaijan.  Ayaz  Mutalibov, 
Azerbaijan's  president,  denounced 
Gorbachev  during  the  coup  and  sup- 
ported the  military  junta.  He  has  tried 
to  backtrack  since,  but  Mutalibov  is  a 
communist  with  Shiite  Islamic  cre- 
dentials who  can  sound  like  a  cross 
between  Rrezhnev  and  Ayatollah 
Khomeini.  Mutalibov  is  persona  non 
grata  among  Yeltsinites  in  Moscow. 
As  long  as  he  is  in  charge,  Amoco  is 
caught  between  the  devil  and  the 
deep  blue  sea. 

Officially,  Amoco  is  putting  a  brave 


Russia  gets  on 
with  Kazakhstan, 
so  Chevron  will 
be  able  to  ship  oil 
from  its  Tengiz 
field  to  the  West 
via  Russian  pipe- 
lines. But  Azerbai- 
jan and  Russia 
don't  get  along, 
blocking 
Amoco's  Azeri 
field. 


face  on  things.  The  changes  in  the 
Soviet  Union  "have  made  us  e\cn 
more  encouraged  to  proceed"  with 
development  of  the  Azeri  field,  sax's 
Peter  Kennel,  Amoco's  vice  president 
in  charge  of  international  negoda- 
tions.  But  scratch  a  little  deep>er  and 
one  senior  Amoco  executive  privatch- 
says,  "God  alone  knows  how  wc*D 
work  this  one  out." 

The  Soviet  oil  ministr>',  once  the 
key  player  in  negotiations  and  Amo- 
co's ally,  has  lost  virtually  all  of  its 
authority.  Local  power  over  the  Azeri 
field  now  rests  with  the  Azerbaijani 
government,  which  likes  to  think  of 
itself  as  an  oil -rich  emirate  in  the 
making.  In  exchange  for  the  drilling 
rights,  the  republic  wants  to  retain  at 
least  a  50%  stake  in  the  Azeri  field. 

Amoco  has  four  possible  routes  to 
get  the  oil  to  market.  Each  is  fraught 
with  problems. 

Option  one:  The  Azerbaijanis  have 
talked  about  piping  oil  out  through 
Iran.  The  Iranian  national  oil  compa- 
ny has  already  done  some  joint  explo- 
ration work  with  the  So\iets  in  the 
Iranian  sector  of  the  Caspian  and  is 
eager  to  extend  this  exploration  into 
Azerbaijani  waters.  For  a  fee,  the  Ira- 
nians could  make  their  pipeline  avail- 
able for  crude  from  the  Azeri  field. 

But  dealing  with  Iran  is  a  problem 
for  an  American  company.  This  looks 
to  be  one  reason  Amoco  has  been 
talking  since  this  summer  with  Brit- 
ain's BP  and  Norway's  Statoil  about 
taking  a  share  in  the  Azeri  venture. 
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Option  two:  Azerbaijan  is  linked  by 
an  oil  pipeline  to  the  Black  Sea  via 
.\rmenia  and  the  republic  of  Georgia. 
But  this  pipeline  has  been  shut  down 
as  a  result  of  pogroms  in  Azerbaijan's 
Nagorno-Karabakh  region  and  unre- 
lated civil  unrest  in  Georgia.  The 
pipeline  also  suffers  from  technical 
problems,  especially  with  pumping. 

Azerbaijani  President  Mutalibov 
recendy  visited  Georgia  to  try  to  build 
friendlier  ties.  And  late  last  month  the 
Azerbaijanis  and  Armenians  held  talks 
aimed  at  restoring  peace  to  the  Na- 
gorno-Karabakh area.  But  until  long- 
simmering  ethnic  rivalries  end, 
Amoco  will  not  risk  sending  Azeri 
field  oil  out  via  this  route. 

Option  three:  The  Russian  repub- 
lic's pipelines.  Can  Amoco  broker  a 
cooperation  and  revenue -sharing 
agreement  that  ties  both  republics 
into  the  project?  Negotiations  have 
yet  to  begin.  But  Amoco  and  Azerbai- 
jan can't  count  on  Russia's  easily  pro- 
viding pipeline  capacity  or  swap 
arrangements. 

Some  Azerbaijanis  think  they  have 
a  trump  card.  Azerbaijan  is  home  to 
the  factories  that  produce  over  60%  of 
the  Soviet  Union's  oilfield  equip- 
ment. Most  of  that  equipment  ends 
up  in  Russia,  producer  of  80%  of  the 
Soviet  Union's  oil.  The  equipment 
isn't  vet}'  good,  but  for  now  it  may  be 
the  best  that  Russia  can  aflford  and 
may  act  as  an  incentive  for  the  two 
republics  to  work  together. 

Option  four:  Amoco  could  build  its 
own  pipeline  ft^om  the  Azeri  field  to, 
say,  the  Black  Sea.  But  the  Georgians 
and  the  Armenians,  across  whose  land 
such  a  line  would  be  built,  are  often  at 
daggers  drawn  with  the  Azerbaijanis. 
Moreover,  building  a  pipeline  would 
add  many  billions  to  the  estimated  $3 
billion  to  S5  billion  that  may  be  need- 
ed to  get  the  Azeri  field  rumiing  at  its 
fiill  output  of  maybe  as  much  as 
700,000  barrels  per  day. 

Over  the  decades  the  international 
oil  companies  have  proved  themselves 
deft  at  negotiating  with  difficult 
princes,  tribal  elders  and  parr\'  hacks. 
But  cutting  a  deal  involving  Azerbai- 
janis and  Russians,  along  with  perhaps 
Georgians,  Iranians  and  Armenians, 
will  sorely  test  Amoco's  skill.  For 
Chevron,  by  contrast,  the  road  that 
lies  immediately  ahead  looks  tar  less 
rugged.  ^ 


Vernon  Loucks  made  headlines  over  reported  federal 
investigations  into  his  Baxter  International.  Funny  how 
little  attention  the  media  paid  to  his  effective  and 
innovative  management  style. 

Unwelcome 


attention 


By  Christopher  Palmeri 

Vhrnon  Loucks  has  been  in  the 
news  lately — in  ways  he'd  rather  not 
be.  In  two  front-page  stories,  the 
latest  in  April,  the  Wall  Street  Journal 
reported  that  his  Baxter  International 
Inc.  was  under  investigation  by  feder- 
al authorities  for  bribery  and  for  vio- 
lating the  antiboycott  statutes  of  the 
Export  Administration  Act. 

"If  you  read  the  papers,  they  would 
have  us  guilty  already,"  says  Loucks. 
The  stock  market  has  already  given  its 
verdict:  nothing  substantive  to  the 
repons.  Baxter  shares  hardly  budged 
on  the  news.  This  in  a  scandal -sensi- 
tive market  where  Salomon  shares  lost 
well  over  $1  billion  on  news  that  it 
tried  to  rig  federal  Treasury  bond 
auctions. 

The  stock  market  was  simply  con- 
firming what  the  health  care  industry' 
already  knows:  that  Vernon  Loucks 
has  built  Baxter  from  a  small  company 
into  an  $8- billion -a-year  giant  in  the 
business. 

Whatever  becomes  of  the  probes, 
there  is  no  gainsaying  that  Loucks  has 
done  an  impressive  job  of  building  a 
company  and  keeping  it  strong  in  the 
face  of  severe  challenges.  When 
Loucks,  now  56,  was  promoted  to 
chief  executive  in  1980,  the  company 
was  the  leader  in  several  medical  sup 
ply  specialties  like  intravenous  prod- 
ucts and  dialysis  equipment.  But  in 
1983  Gongress  instituted  price  caps 
on  Medicare  reimbursements.  Bax- 
ter's profits  dropped  sharply  in  the 
mid  1980s,  and  the  stock  lost  60%  of 
its  value. 

Baxter  might  have  sold  out.  Or  it 
might  have  sat  around  hoping  things 
would  improve.  Loucks  chose  to  take 


the  oflfensive.  In  1985,  after  a  pro- 
longed takeover  battle,  he  had  Baxter 
pay  nearly  S4  billion  in  cash  and  stcx:k 
for  American  Hospital  Supply  Corp., 
a  company  nearly  twice  Baxter's  size. 

As  is  well  known,  few  mergers  work 
well,  and  none  smoothly.  This  one 
took  its  bumps.  "Unless  you're  run- 
ning a  business,  you  have  no  idea  of 
the  complexities  of  mo\ing  people 
and  capital,"  Loucks  says.  Because  he 
did  not  move  as  fast  as  he  now  admits 
he  should  have,  the  merger  did  not 
immediately  yield  the  efficiencies  it 
should  have  done.  But  better  late  than 
never:  By  the  end  of  this  year  Baxter 
will  have  sold  off"  or  closed  1 5  of  the 
22  plants  scheduled  to  go  by  1993 — 
about  25%  of  all  its  manufacturing 
floor  space. 

In  pursuit  of  efficiency  and  better 
ser\ice,  Baxter  has  reduced  its  pur- 
chasing locations  from  16  to  1;  com- 
panies distributing  their  products 
through  Baxter  will  now  have  their 
orders  filled  from  one  ultraefficient 
location.  Likewise,  credit  collection 
has  gone  from  12  locations  to  1, 
streamlining  systems  for  both  Baxter 
and  its  clients,  the  hospitals. 

Loucks  has  pushed  Baxter  into 
high  tech  products  like  a  genetically 
engineered  blood  prcxluct  to  treat 
hemophilia  and  an  ambulator)  dialy- 
sis system  that  uses  the  patient's  own 
abdominal  cavit)  in  place  of  a  tradi- 
tional dialysis  machine.  The  latter  is 
already  a  $500  million  business  with 
profit  margins  in  the  neighborhiKxi 
of  30%.  It's  expected  to  grow  at  1 5%  a 
year.  Other  product  innovations  in- 
clude a  needle  free  syringe  for  draw- 
ing fluids  and  a  new  disposable  bed- 
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Baxter  International 


Baxter 
International 
Chairman 
Vernon  Loucks 
"Don't  count  me 
out,"  he  says. 
"I  will  be  here 
when  this  is  all 
over." 


pan  liner  made  from  recycled  tele- 
phone books. 

Even  in  its  old  hospital-supply  busi- 
ness, which  still  accounts  for  50%  of 
revenues  and  30%  of  operating  in- 
come, Baxter  is  an  innovator.  Its  Val- 
ueLink  ser\'ice,  in  which  Baxter  con- 
tracts with  a  hospital  to  deliver  its 
supplies  in  a  just-in-time  fashion,  has 
already  replaced  warehouses  and  sup- 
ply staffs  at  18  hospitals  nationwide. 
Baxter  benefits  by  getting  almost  all 
of  the  hospital's  business,  as  well  as  a 
good  idea  of  what  demand  will  be  for 
the  products  it  makes  and  distributes. 
"There's  at  least  a  dollar  of  hospital 
overhead  for  every  dollar  of  supply 
costs,"  says  Loucks,  "so  we  can  get 
better-margin  products  in  there  and 
the  hospital  still  comes  out  ahead." 

Revenues  at  Baxter's  Caremark  di- 
vision, which  delivers  supplies  and 
medicine  to  patients  at  home,  are 
growing  at  over  20%  a  year  and  should 
come  close  to  $800  million  in  1991. 
"We've  got  ten  times  the  market 
share  of  the  next  guy,"  Loucks  says. 

Baxter  is  not  aft-aid  to  break  with 
tradition.  Baxter's  prescription  ser- 
vice division  circumvents  pharmacies 
by  delivering  mail-order  drugs  to  cor- 
porate, union  and  HMO  health  plan 
customers.  It  already  has  the  number 
two  position  in  its  field  aft^er  Medco 
(x)ntainment  Services  (FoRBKS,  Apr. 
15).  The  division,  which  Baxter  start- 
ed from  scratch  in  1985,  should  be  a 
$1  billion  business  for  the  company 


by  1993. 

Loucks  is  understandably  proud  of 
what  he  has  done.  Says  he:  "My  em- 
ployee number  was  680,  and  we're 
now  a  company  of  63,000  people." 
But  what  of  those  federal  investiga- 
tions? There  may  be  less  to  them  than 
meets  the  newspaper  reader's  eye. 

One  investigation  involves  allega- 
tions that  Baxter  International  may 
have  violated  antiboycott  statutes  by 
quitting  Israel  in  exchange  for  gaining 
favors  in  the  Arab  world.  The  other 
involves  allegations  that  Baxter  paid 
doctors  a  fee  to  help  get  some  busi- 
ness— in  effect,  offering  kickbacks. 

Loucks  categorically  denies  all  alle- 
gations, but  the  media  have  paid  scant 
attention  to  his  denials. 

What's  the  truth?  Caremark  is  un- 
der investigation  by  the  Office  of  the 
Inspector  General  of  the  Department 
of  Health  &  Human  Ser\ices  for  al- 
legedly violating  Medicare  regula- 
tions that  prohibit  suppliers  ft^om  pay- 
ing money  to  doctors  to  get  business. 
Loucks  acknowledges  that  Caremark 
pays  fees  to  doctors  ranging  from  S 1 2 
to  $150  a  week  for  monitoring  the 
blood  records  and  nutrition  of  pa- 
tients icceiving  C^aremark  treatments 
at  home.  But  he  explains  that  the 
payments  are  meant  as  an  incentive  to 
doctors  to  move  patients  out  of  hospi 
tals,  where  the  dcKtors  make  more 
money.  Ihe  .system  also  takes  some  of 
the  liabilirv'  t>ff  Caremark. 

"The  1  Medicare)  law  is  not  \cn 


well  written,"  says  Loucks.  "There  is 
a  ver>'  fiizzy  set  of  issues  here." 

What  of  the  charges  that  Baxter  and 
its  executives  bribed  Saudi  Arabian 
businessmen,  sold  a  plant  in  Israel  and 
contracted  to  build  an  intravenous 
products  plant  in  Syria  (the  plant  has 
been  canceled) — in  violation  of  the 
antiboycott  statutes?  Loucks  says  the 
Israeli  plant  was  sold  because  it  wasn't 
meeting  Baxter's  financial  expecta- 
tions. As  for  the  plant  in  Sxria,  Loucks 
says  Baxter  simply  responded  to  Syr- 
ia's open  request  for  a  proposal,  and 
won  the  contract.  "We  could  have 
built  it  am'whcre,"  Loucks  says. 

Perhaps  what  made  Loucks  so 
tempting  to  the  investigators  and  to 
the  media  is  his  background:  Yale, 
first  lieutenant  in  the  Marine  Corps., 
Har\ard  M.B.A.,  ftiend  of  President 
Bush.  Joining  Baxter  in  1966,  he  rose 
swiftly  through  its  international  dwi- 
sion.  People  like  this  make  tempting 
targets  to  business  bashers. 

At  any  rate,  Loucks  has  little  but 
go(xl  news  to  ref>ort  on  the  business 
front.  In  the  six  months  ended  June 
30,  operating  income  was  22\  higher 
than  last  year's  peritxi  (excluding  a 
restnicturing  charge)  on  an  11%  in- 
crease in  soles.  "Sales  arc  up,  margins 
are  up,"  says  laiucks.  "We're  well  on 
track."  Anahsts  who  follow  Baxter 
think  it  w  ill  cam  around  $2 .35  a  share 
next  year,  up  fri>m  SI. 65  last  year. 
"Don't  count  me  out,"  son's  Ltnicks. 
"Til  be  here  when  this  is  all  over"  ^ 
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We  stand  ready. 
We  have  for  127 


OPEN  IN  CASE  YOU  WANT  THE 
DIFFERENCE  50%  OF  THE 
FORTUNE  500  HAVE  CHOSEN. 


With  assets  that  ha\e 
reached  S55  billion .  And       * 
with  the  real  Travelers  dif- 
ference . . .  35,000  employees 
dedicated  to  customer 
satisfaction. 

This  is  how  we  make  a  real  dif  fer- 
enceforvou.  ^^ 

Bv  identif\'ing  wa>'S  of  pre\enting 
losses  and  controlling  insurance  costs. 

By  ensuring  the  health  of  \  our  work  force 
with  one  of  America's  largest  managedcare 

networks.  4RM| 

Bv  providing  vou  with  a  full  portfolio  Oi 

pension  investment  options  and  flexible 

record-keeping  ser\'ices. 

B\-  making  sure  that  those  who  carry  The 

Travelers  for  their  business  insurance  needs 

do  so  with  confidence. 
That's  The  Travelers  Way 

The  Travelers  Companies,  Hartford,  Connecticut  06183 

TheTravelersj 

You're  better  off  under  the  Umbrella. 


\\ 


The  Perfect  Cy^ 

The  1991  Buick 
Park  Avenue  Ultra. 


After  driving  the  new  Park  Avenue  Ultra,  the 
editors  of  Motor  Trend  concluded,  "Buick 
may  have  created  the  perfect  car  for  the  '90  s." 
After  you  drive  it,  you  may  conclude  that 
we've  created  the  perfect  car  for  you. 

ii  Buick  engineers  have  come  up  with  one 
of  the  quietest,  tightest  and  smoothest 
operating  luxury  sedans  we've  ever 

driven.  5^  —Motor  Trend 

<< Buick  focused  considerable  ergonomic 
study  on  the  interior,  and  it  shows.  >> 

—  Car  and  Driver 


<< .  .  .  a  luxurious  cell  with  enough 
comfort,  performance  and  image  to  si 
your  ego  and  keep  you  isolated  fronrj 
steaming  traffic,  rudeness  and  downi 
craziness  that  is  today's  driving  envi| 

ment.f>  —Motor  Trend 

<<The  transmission  works  like  a  drear 
the  Park  Avenue  seems  a  class  apart.  >> ' 
—AutoWeek 

4£  Buick  has  hit  on  a  fine  blend  of  slipi 
aerodynamics  (0.31  Cd)  and  traditi( 
American  dress  up.  >>  —  Motor  Trend 

<<  Just  sitting  in 
Park  Avenue's  roo' 
interior  is  pleasing 
—  CarandDri\'er 


LiMthei  ill  the  seating  areas 
IS  stamiinl  on 
l^rk  A\-enuf  Ullra. 


^r^t: 


.^•i^— 


highway-speed  passing  seemed 
effortless.  >> 

— Automobile  Magazine 


The  tuned-port  injection 
3800  V6  produces 
170  horsepower. 

Aore  impressive  than  a  long  list  of 
[unities  is  the  new  Park  Avenue's  fine 
intion  to  detail  .  .  .  You  get  the  same 
Session  of  quality  when  you  drive  the 
99  —Car  and  Driver 

ample  innovation  plus  excellent 
>ign,  engineering,  and  execution  at  an 
)ected price  .  .  .99  —Motor Trend 


We  invite  you  to  call  1-800-3PARK  AVE  for 
more  information,  or  see  your  Buick  dealer 
and  test  drive  the  new  Park  Avenue  Ultra: 
the  Great  American  Beauty. 


The  New  Symbol  For  Quality 
In  America. 


Triton  Energy  has  hit  it  rich  in  Colombia,  but  it's  not  so 
fortunate  in  its  choice  of  chief  executives. 

Luclnr  Bill  Lee 


By  Toni  Mack 

Wall  Street  hasn't  fallen  so  hard  for 
an  energy  stock  since  the  dizzy  days  of 
the  oil  boom  a  decade  ago.  Shares  of 
Dallas -based  Triton  Energy  Corp. 
were  4  last  December;  this  summer 
they  hit  49V8. 

Lately  the  stock  has  eased  to 
around  42,  which  still  gives  Triton  a 
market  capitalization  of  $L2  billion. 
Pretty  rich  for  a  $249  million  (reve- 
nues) company  that  eked  out  a  $6 
million  profit  in  fiscal  1991 — and  that 
entirely  from  one-time  asset  sales. 

The  fiiel  for  this  jet-propelled  as- 
cension is  reports  about  Triton's  stake 
in  an  oilfield  called  Cusiana,  in  the 
foothills  of  the  Andes,  110  miles  east 
of  Bogota,  Colombia.  After  drilling 
two  wells  into  Cusiana,  British  Petro- 
leum, the  field's  operator,  pro- 
nounced it  "a  world-class  discovery." 
Analysts  reckon  that  means  Cusiana 
contains  at  least  1  billion  barrels  of  oil. 
With  Triton  stock  at  42,  investors  are 
in  effect  betting  that  Cusiana  contains 
around  3  billion  barrels.  No  one  will 
know  for  sure  until  appraisal  wells  are 
completed  a  year  or  two  hence. 

While  there's  litde  doubt  that  Tri- 
ton will  one  day  reap  substantial  cash 
from  Cusiana,  there's  no  such  good 
news   about  William   Lee,  Triton's 
chief      executive      since 
1966.  Under  Lee,  65, 
Triton  ran  up  losses 
totaling  $147  mil- 
lion in  the  five  fis- 
cal years  ending 
May    31,    1990. 
Says  Alan  Gaines, 
the  well-respect- 
ed,   New    York- 
based         money 
manager:      "Bill 
Ix'c  is  not  a  guy 
I'd  like  to  see 
running  an  oil 
company  I  bad 
invested  in." 

Triton's  for- 


mer controller,  James  Janacek,  is  su- 
ing Lee  in  a  Texas  state  court,  charg- 
ing conflicts  of  interest  and  abuses  like 
billing  personal  yacht  charters  to  the 
company.  He  also  accuses  Triton  of 
bribing  foreign  officials  and  Lee  of 
having  Triton  trade  securities  so  as  to 
enhance  his  personal  portfolio.  Triton 
calls  the  suit,  which  goes  to  trial  next 
month,  "totally  without  merit." 

Maybe  so,  but  eyebrows  were 
raised  when  Lee  steered  Triton  into 
the  aviation  business  four  years  ago, 
convincing  the  board  to  pay  some  $2 
million  to  buy  an  aircraft  maintenance 
and  fijel  operation  called  Jet  East.  The 
company,  says  a  former  executive, 
"was  losing  money  every  month."  Jet 
East  also  leased  facilities  from  Avia- 
tion Properties,  Inc. — a  company 
63%  owned  by  Bill  Lee  and  another 
Triton  director,  Wellslake  Morse. 

Later  in  1987  Triton  bought  Avia- 
tion Properties  for  $8.8  miUion,  pay- 
ing nearly  $3  million  in  Triton  stock 
to  Lee  and  Morse.  After  the  purchase. 
Aviation  Properties  continued  to 
lease   equipment   from   partnerships 


mosdy  owned  by  the  pair  and  a(j 
vanced  hundreds  of  thousands  of  do) 
lars  to  the  partnerships. 

Triton's  president,  Thomas  Gofi 
had  been  with  the  companv  sine 
1968.  He  resigned  in  1987  pad^ 
because  he  didn't  think  Triton  knel 
enough  about  aviation  to  get  into  it. 

He  was  right.  Far  from  the  r 
predictions  made  to  justify,'  the  acqui 
sition.  Aviation  Properties  racked  uj 
negative  cash  flow — before  debt  ser 
vice — of  nearly  SI  million  in  its  firs 
year  under  Triton.  Yet  Lee  kept  buy 
ing  more  aviation  operations;  b\'  fisca 
1990  diey  accounted  for  43%  of  Tri^ 
ton's  revenues. 

Under  pressure  fi-om  Triton*! 
mounting  debt,  Lee  began  to  divesi 
some  of  the  aviation  operations  last 
year.  But  even  after  asset  sales,  Tritofl 
still  has  aviation  interests  worth 
roughly  S3^  million,  including  28^ 
of  a  companv  that  lost  56  million  foi 
Triton  in  fiscal  1991.  j 

Except  for  the  resignation  ol 
Thomas  Gofi\,  Triton  executives  and 
board  members  have  rarely  chal- 
lenged Lee's  wishes,  even  though  he 
owns  only  about  2.4%  of  the  28.7 
million  common  shares.  In  October 
1987  the  company  granted  Lee  a  loan 
of  more  than  S4  million.  A  Triton, 
spokesman  says  he  doesn't  know  why, 
Lee  wanted  the  money.  The  compa- 
ny, now  in  registration  for  a  stock 
offering,  declines  interNiews. 

In  any  case,  things  are  going  ven' 
much  Bill  Lee's  way  these  days.  With 
only  14  million  barrels  of  oil  btx>kcd 
so  far  from  the  Colombia  find,  the 
company  has  already  reaped  rewards. 
With  Triton's  stock  in   the  strato- 
sphere, $129  million  in  convertible 
debt  and  preferred  sitxk  had  been 
converted  to  comm(.)n  by  the  end  of 
August,  and   the   conversions  have 
continued.  Ice  is  now   selling  as 
many   as   3.45   million   more 
common  shares,  for  around 
SI 40    million    in    pro 
ceeds.  If  he  sells  all 
the     shares,     debt 
could  fall  to  as  little 
as  9%  of  capital. 

Bill  Lee  may  not 
be  a  great  manager, 
iu>r  the  most  re- 
spected ofTcxas  oil- 
men. But  he  sure  is 
luckv.  ^ 
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This  florist  wilted  because  of  their  800  service. 

^'  .      .    .„,..  ..„«omized  recorded  announcement 
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f lu:,  florist  should  be  busy  with  orders.  But 

CSln  haPPenedtothetrS^ 

, ,  automaUcally  rotected  by  the  800  A^ce 


n  customized  recorded  announcement. 

w^h  A-KT  your  800  service  is  guaratueed. 

K    n^Vi's  orotected.  With  another  800  service. 
Your  business  is  proiccuru. 

wlio  knows? 

Better  service,be'ter  results. 
Another  mr  advantage. 

R3r  more  information,  call  vourAWAccount 
Fxrrntive  or  1  800  222  IHOO. 


^^^^^^  onn  ooruirA<i  exceol  intrastate  basic 
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The  right  choice. 
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When  he  got  control  of  Dole  six  years  ago,  financier 
David  Murdock  had  real  estate  and  food  on  his  mind, 
So  far  he  has  been  half  right. 

A  new  kind 
of  cash  cow 


r 


By  Thomas  Bancroft 


Think  OF  Dole  Foods,  and  you  prob-' 
ably  think  of  pineapples.  C)r  real  es 
tate.  But  what  about  bananas? 

This  S3  billion  (revenues)  Los  An 
geles- based  food  company  sells  mon 
than   100  kinds  of  fresh  fruits 
vegetables,   packaged    foods,   juio 
and  nuts.  It  also  owns  extensive  r 
estate  holdings  in  Hawaii  and  on 
mainland. 

Yet  the  real  driving  force  behin( 
five  years  of  steady  growth  and  hi 
profits  has  been  bananas.  Global  de-' 
mand  for  the  tropical  ftnit  is  at 
alltime  high. 

Last  year  the  world  ate  an  estimated 
16  billion  pounds,  or  about  42  billion 
bananas.  Worldwide  volume  is  ex- 
pected to  reach  close  to  18  billion 
pounds  by  next  year  with  the  opening 
of  trade  barriers  in  Europe,  compared 
with  13  billion  pounds  in  1987. 

Good  news  for  a  company  that 
controls  an  estimated  22%  of  the 
global  banana  market — behind  num- 
ber one  ranked  Chiquita,  with  a  33% 
share.  Last  year,  according  to  Michael 
Branca  at  Mabon  Securities,  nearly  a 
third  of  Dole's  sales  came  from  ba- 
nanas— while  pineapples  made  up  less 
than  10%.  First- half  earnings  this  year 
were  up  40%,  to  S79  million,  much  of 
the  gain  tied  to  an  increase  in  world- 
wide banana  prices.  While  Dole 
doesn't  release  the  figures,  Branca 
estimates  that  operating  margins  on 
bananas  average  8%  to  10%.  Probably 
40%  of  the  food  division's  operating 
profits  of  S205  million  last  year  came 
from  bananas. 

David  Murdock  got  his  23%  con 
trolling  interest  in  Dole  by  merging  it 
with  a  company  he  controlled,  Flexi 
Van,  a  container  company.    Using 
Flcxi-Van's  abundant  cash  flow,  Mur 
dock  nursed  Castle  &  Cooke,  as  Dole 
was  then  called,  back  to  health,  re- 
turning it  to  profitabilirs  in  1986  after 
a  S37  million  loss  in  1985.  In  1987 
Murdock  sold  most  of  Flexi -\'an  to 
Itel  for  S215  million  and  spun  oftthc 
rest  in  a  rights  otfering  to  Dole's 
preferred  and  common  sharchi>lders 
for  $160  million. 

Since  taking  over  Dole,  Murdock 
has  poured  over  $700  million  into 

Dole  banana  operations  m  Costa  Rica 
Global  demand  for  th«  tropical  fruK 
is  at  an  alltime  hl^. 
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ffhis  florist  has  MSr  800  Service.  With  stunning  results. 


Only  AT&T  guarantees  your  800  service.  And 
ihat's  not  all.  Your  800  service  actually  works  better 
That's  because  AT&T  connects  calls  25%  faster, 
[and  gets  more  calls  through  on  the  first  try*  So 
'more  800  calls  get  through.  What  could  those  extra 
calls  be  worth  to  your  business?  As  much  as  thou- 
sands of  dollars  in  sales  each  year 

Add  that  potential  revenue  to  Ai&l  s  compeii- 


©  1991  AT&T 

'Based  on  basic  800  service  comparisons. 

"Free  minutes  apply  to  first  full  billing  month. 

*AT&T  800  Rt£ADYLINE  •  Service,  AT&T  800  MasterLine  "  Service 

and  AT&T  800  STARTERLINE"  Service 


tive  prices,  and  it's  easy  to  see  that  AT&T  800  Service 
can  deliver  more  for  your  bottom  line. 

Better  service,  better  results. 
Another  Amr  advantage. 

Order  ATdkT  800  Service"^  by  December  9,  1991, 
and  receive  up  to  120  minutes  of  800  calls  free** 
For  full  details,  call  your  ATsTAccoin^t  FxccNtiiv  or 
1  800  222-0400. 


AT&T 

The  right  choice. 
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Without  Black, 
it  would  all  be  flat. 


Ultimatel>i  there's  Black. 
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Dole's  top  banana  and  largest  shareholder,  David  Murdock 
Riding  a  big  yellow  wave. 


improving  the  food  division's  opera- 
tions. A  good  portion  of  the  money 
went  for  new  technology  and  equip- 
ment, including  refrigerated  contain- 
er ships  that  allow  the  fruit  to  ripen 
during  the  voyage  from  the  countries 
where  they  are  grown  to  places  like 
Europe  and  Japan.  Dole  currendy 
uses  a  fleet  of  49  container  ships,  1 2  of 
which  the  company  owns.  It  charters 
the  rest,  as  much  as  three  years  in 
advance  of  actual  use. 

Dole's  bananas  are  grown  mostly  in 
Costa  Rica,  Honduras  and  the  Philip- 
pines. Which  market  they  go  to  can 
vary.  Most  of  the  bananas  for  the 
European  market,  for  instance,  prob- 
ablv  come  from  Costa  Rica,  but  w  hat 
Branca  calls  the  "optimal  source 
counf.y"  could  change  to,  say,  Hon- 
duras, at  any  given  time — tlcpcnding 
on  pricing,  fuel  costs  and  currency 
valuations. 

Hananas  w  ere  probably  noi  the  first 
thing  on  David  Murdock's  mind 
when  the  68-year-old  West  Coist  fi- 
nancier gained  control  of  Dt>lc,  in 


1985.  Murdock  had  actually  put  the 
food  di\ision  on  the  block  in  August 
of  1990,  pulling  it  off  the  market  in 
December  when  the  banana  markets 
began  to  get  hot. 

He  apparently  wanted  to  concen- 
trate on  Dole's  real  estate  di\ision, 
but  realized  the  business  could  not  do 
as  well  without  the  food  di\ision's 
support.  Dole's  holdings  include 
130,000  acres  in  Haw;ii,  10,000 
acres  in  California  and  9,000  acres  in 
Arizona. 

Sometimes  the  best  deals  are  the 
ones  you  never  do.  Earnings  on  the 
food  di\ision  have  climbed  60%  since 
1 987,  while  the  real  estate  division  has 
been  mostly  flat.  Although  Dole's  real 
estate  diNision  earned  $24  million  in 
1990,  it  reported  lo.vies  of  S 1 3  million 
in  the  first  half  of  this  year  because  of 
startup  costs  on  two  Ha\N  aiian  resorts. 
The  fiHxi  divisit^n  has  provided  the 
cash  that  keeps  the  real  estate  going. 

You'nc,  of  course,  heard  of  cash 
cows?  Bet  you  never  heard  of  cash 
bananas  until  now.  WM 
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MADE  IN  GERMANY 


For  decades,  the  words  "Made  in 
W.  Germany"  have  set  the  global  standard  for 
product  excellence.  And  for  decades,  West 
Germany  has  been  equal  to  the  challenge  this 
standard  implies. 

Now  we  face  a  new  challenge.  By  dropping 
the  "W;  we  extend  this  mark  of  excellence  to 
include  the  New  Federal  States  of  Germany. 
And  in  realizing  this  aim,  we  create  investment 
opportunities  of  unparalleled  proportion  for  com- 
panies large  and  small  around  the  globe. 

Find  out  how  you  can  put  "Made  in 
Germany"  to  work  for  you.  For  information  on 
investment  incentives  and  opportunities  in  the 
New  Federal  States  of  Germany,  please  give  us 
a  call  at  1-800-551-8545  (U.S.  and  Canada). 


n  I  EDERAL 


For  on-the-spot  information  about  investment  opportunities  in  the  New  f'sde^al  States 

you  can  also  call  our  new  Foreign  Investor  Information  Center  in  Berlin  directly  at  011-49-30-39985  100 

©  Economics  Ministry  of  the  Federal  Republic  of  Germany. 


>th  carry  the  same  weight  with  us. 


Fly  on  our  engines,  we'll  back  you  100%. 
That's  a  promise  you  can  count  on  whether 
you've  got  a  fleet  of  one  or  a  thousand, 
no  matter  if  you're  an  old  customer  or  new. 

Sounds  like  the  same  old  blue  sky? 
Ask  anyone  operating  GE  Aircraft  Engines. 
And  ask  the  tough  questions. 

Whose  Technical  Representatives  are 
always  there  to  provide  total  support  and 
the  right  advice? 

What  company's  global  parts  system 
works  so  fast  that  anything  from  a  pump  to  a 
complete  engine  can  be  delivered  anywhere 
in  the  world  in  24  hours  or  less? 

And  which  family  of  commercial  aircraft 
engines  has  continuously  raised  the  industry's 
expectations  for  dispatch  reliability  and 
operational  economy? 

They'll  tell  you  it's  GE  Aircraft  Engines. 
Because  whether  they  are  large  or  small, 
they  know  nobody  carries  more  weight  with 
us  than  our  customers. 


GE  Aircraft  Engines 

Keeping  the  Promise 
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If  you  are  thinking  of  using  a  home  equity 
loan  to  finance  a  trip  abroad  or  a  new  car 
or  boat,  you  had  better  act  fast. 

Endangered 
deduction 


By  Janet  Novack 

Equity  continues  to  pour  out  of 
America's  homes  and  into  cars,  fur 
coats,  vacations  and  other  consum- 
ables. Between  1987  and  the  end  of 
1990,  outstanding  second  mortgage 
debt — which  includes  traditional  sec- 
ond mortgages  as  w^ell  as  home  equity 
lines — nearly  doubled,  to  $330  bil- 
lion, according  to  smr  Research 
Corp.  The  big  growth  was  in  home 
equity  Unes  of  credit,  which  borrow- 
ers can  draw  on  for  any  purpose. 

If  all  these  loans  were  being  used  to 
improve  homes,  we  would  be  a  nation 
of  carpenters.  But  they're  not.  Only 
about  a  third  of  the  money  borrowed 
through  new  home  equity  loans  is 
being  used  to  finance  home  improve- 
ments. Another  third  goes  to  pay  off 
existing  consumer  debt,  with  the  bal- 
ance used  to  finance  new  consump- 
tion. About  10%  of  equit\'  loan  pro- 
ceeds is  used  to  buy  cars. 

There  are  at  least  three  reasons 


home  equity  lines  have  become  so 
popular.  One:  The  rates  are  favorable. 
Two:  Home  equity  is  a  huge  source  of 
borrowing  power.  Three:  For  taxpay- 
ers who  itemize  deductions,  a  home 
equitv'  loan  is  a  way  to  make  Uncle 
Sam  share  in  the  cost  of  a  family's 
spending. 

The  1986  tax  reform  legislation 
phased  out  the  deductibilit)'  of  inter- 
est on  consumer  loans.  But  there's  an 
exception:  Interest  on  up  to 
5100,000  in  debt  secured  by  a  home 
is  deductible,  no  matter  what  the 
money  is  used  for.  So  consumers 
have,  quite  predictably,  started  bor- 
rowing against  their  homes  when  they 
need  money.  Taxwise,  they'd  be  fool- 
ish not  to. 

Lenders  have  certainly  been  push- 
ing the  tax-deduction  angle.  A  recent 
ad  fi-om  c&s/Sovran  Corp.'s  Sovran 
Bank  proclaims:  "Get  a  TaxSmart 
Auto  Loan  Now  And  The  Govern - 


Hocking  the  homestead 

Second  mortgage  outstanding  loans  ($billions) 
$350 

Total  outstanding  loans 


300 
250 
200 
150 
100 
50 


Traditional 
second  mortgages 


The  big  growth 
has  been  in  home 
equity  lines  of 
credK.  Line  holders 
are  given  checks 
that  they  can  use 
to  borrow 
against  the  equity 
in  their  homes. 
Another  $75  billion 
or  so  in  equity 
lines  has  been  ap- 
proved but  not 
yet  drawn  down. 


'80       '81       '82      '83       '84       '85      '86       '87      '88      '89      '90 
Souxe:  SMR  ResesKh  Corp 


ment  Could  Cover  At  Least  One  Of 
Your  Payments  This  Year."  Sovran 
collateralizes  its  TaxSmart  loans  with 
the  car  and  also  takes  a  lien  on  the 
borrower's  house.  The  house  lien 
makes  the  interest  tax  deductible, 
though  not  necessarily  a  bargain.  The 
bank  charges  car  loan  interest  rates 
rather  than  the  lower  home  equity 
rate.  But  Sovran  will  surrender  the 
house  lien  on  request. 

A    tax    gimmick?    Representative 
Frank  Guarini  (D-N.J. )  thinks  so  and 
has  introduced  a  bill  to  ban  it.  House 
Ways  &  Means  Committee  Chairman 
Dan    Rostenkowski    (D-Ill.)    com- 
plains: "There  is  a  suggestion  that  ' 
home  equit}'  loans  are  being  used 
increasingly  by  sa\Ay  consumers  to  . 
restore  the  consumer  interest  deduc- 
tion [eliminated  by  tax  reform]."  He  ' 
warns  that  "aggressive  advertising  by 
banks"  could  force  Congress  to  act. 

Rostenkowski  hasn't  yet  moved  to 
limit  the  deduction  for  second  mort- 
gages and  equit)'  lines.  But  some  in 
Congress  ob\iously  would  like  to. 
The  deduction  costs  the  Treasun,'  per- 
haps S5  bilHon  a  year.  Limiting  it 
would  likely  raise  only  a  fi-action  of 
that,  since  homeowners  might  take 
out  bigger  first  mortgages.  But  reve- 
nue raising  isn't  the  only  goal  of 
taxation  these  days:  Equally  impor- 
tant is  making  sure  that  nobody  seems 
to  be  getting  away  with  an\thing. 
Only  23%  of  taxpayers  deduct  mort- 
gage interest,  and  the  better-off"  are 
more  likely  to  do  so. 

Surprisingly,  the  real  estate  lobby 
might  support  some  limits.  "As  peo- 
ple tap  into  cquit>'  to  pay  for  consum- 
able goods,  their  abilit\  to  move  up  to 
the  next  level  of  housing  is  restric- 
ted," says  Stephen  Driesler,  chief  lob- 
byist for  the  powcrtiil  National  Asso- 
ciation of  Realtors.  Therefore, 
Driesler  says,  while  the  nar  will  fight 
to  defend  the  deductibilit>-  of  interest 
on  a  mortgage  to  buy  a  home,  it 
probablv  wouldn't  object  if  Congress 
limited  home  cquitN  deductions  to 
loans  for  home  fix -up,  medical  ex- 
penses and  college  education. 

"Deductii^ns  are  an  endangered 
species,"  says  Daxid  Bcrenson,  Hmst 
&  Young's  national  director  of  tax 
policy,  "and  home  equity  Uuns  are  at 
the  top  i>f  the  endangered  list."  Gath- 
er ye  general  purpt>sc  home  equity 
l(\ms  w  hile  ve  mav.  WM 
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They  are  timeless.  And 
always  in  styb,  but  never 
trerdy.  Their  quality  is,  shall 
v/e  say,  inherent. 

That  just  about  covers 
everything  in  a  Lands'  End 
Catalog. 

Page  aHer  page  (more 
than  200  in  some  of  our 
catalogs),  you  will  discover 
the  best  values  anyone  con 
•possibly  get.  Anywhere. 

We  know  the  people 
well  who  moke  our  goods. 
ArxJ  we  constantly  work 
with  them  to  improve  the 
quality  of  each  item.  We 
try  hard  to  keep  it  simple 
and  straightforward. 

We  fed  tfie  same  way 
about  our  customers,  too. 
It's  like  selling  something  to 
a  frierd.  So  we  wont  you 
to  be  comptetely  satisfied. 

If  for  any  reason  you're 
not  completely  happy  with 
anything  you  buy  from  us, 
send  it  back.  We'll  refund 
your  money.  That's  it.  No 


stalling.  No  nothing.  Your 
money  bock.  Immediately. 
We  call  our  guarantee 
Guaranteed-  Period'*  ArxJ  it 
means  just  that. 


It  also  sets  the  tone  for 
everything  else  we  do  at 
Lands'End.  If  youneed  new 
shoebces  or  buttons  for  a 
Lands'  End  item,  just  coll  us. 
We  send  tfiem  to  you  free. 
Want  fabric  swatches  for 
a  sportscoat  or  towel?  You 
get  tfiem.  Again,  free. 

Ard  speaking  of  wfx3t 
we  sell,  you  will  find  our 
catalogs  filled  with  classic 
and  casual  clothes  (or  men. 


women  and  children.  You 
will  fird  soft  luggage  ard 
fumishings  for  your  home. 

You  con  call  Lards'  Erd 
any  day,  any  time.  We're 
always  there.  You  will  hear 
a  frierdly  voice  who  krnDws 
our  products  and  how  to 
be  hdpfuL  Shoud  you  have 
a  special  question  about 
sizing,  wardrobe  matching, 
whatever,  we'll  be  happy 
to  give  you  an  answer. 

And  best  of  all,  we  will 
quickly  fill  your  order  and 
send  it  on  its  way  to  you 
within  24  hours  after  you've 
called  us. 

Please  don't  forget,  a 
chssic  education  begins 
with  one  of  our  catalogs. 


Please  send  a  free  cxjtaiog 


Unk'  End.  D«f«  H-S7 
Dod^a«lfe.  Woooiw  51595 

Ar< 

O,                              Sttft— 

z*> 

I^^M^D 


Four  years  ago  Phillips-Van  Heusen's  Lawrence 
Phillips  looked  into  the  future  of  the  department  store 
and  did  not  like  what  he  saw.  Unlike  most  apparel 
makers,  he  did  something  about  it. 

''We're  stiU 
hungry" 


By  Gretchen  Morgenson 


Phillips-Van  Heusen  Chairman  Lawrc   o  Phillips 

Pushcart  economics 

applied  to  a  $900  miliion  iMisiness. 


While  many  in  the  apparel  and  retail- 
ing industries  are  singing  the  blues, 
110-year-old  Phillips-Van  Heusen 
Corp.,  maker  of  Van  Heusen  and 
Geoffrey  Beene  men's  dress  shirts  and 
Bass  shoes,  is  burning  up  the  track. 
Ten  years  ago  the  company's  Van 
Heusen  brand  had  just  2%  of  the 
men's  dress  shirt  market.  Rival  Cluett, 
Peabody's  Arrow  had  20%.  This  year 
Van  Heusen's  share  is  expected  to 
come  in  at  9%,  while  Arrow's  should 
plunge  to  8.5%. 

The  fellow  responsible  for  Phillips- 
Van  Heusen's  growth  is  Lawrence 
Phillips,  64.  Representing  the  fourth 
generation  of  Phillipses  to  run  the 
company,  he  is  justly  proud  of  the 
union-free  company's  record  as  a  sta- 
ble employer  in  a  volatile  industry'. 
"During  this  recession,  we  have  never 
had  to  close  a  factory,"  says  Phillips. 
"In  fact,  we  have  expanded  capacit\'." 

Compare  this  with  the  scene  at 
Cluett,  Peabody,  which  was  bought 
by  the  U.S.  subsidiar\'  of  Paris-based 
Bidermann  S.A.  from  West  Point- 
Pepperell  in  1990.  According  to  in- 
dustry' insiders,  in  little  more  than  a 
year,  unionized  Cluett,  Peabody  has 
shuttered  9  of  its  14  warehouses  and 
manufacturing  plants,  laying  ofl'morc 
than  2,000  workers.  Haxing  changed 
hands  three  times  in  the  last  five  years, 
Cluett,  Peabody  has  lost  16  top  exec- 
utives. At  Phillips-Van  Heusen,  exec- 
utive turnover  has  been  zero. 

Since  1987  Phillips- Van  Heusen's 
sales  have  increased  at  a  compound 
annual  rate  of  1 7%;  earnings  per  share 
have  grown  at  22%  a  year.  Despite  this 
vcar's  drcar\'  retailing  environment, 
analysts  expect  the  company's  sales  to 
hit  $915  million  in  1991,  an  increase 
of  14%.  Karnings  should  kick  in  at 
around  $22  million  (about  S2.30  a 
share),  up  20%  from  1990. 

With  17%  of  the  domestic  markci, 
Phillips  \'an  Heusen's  various  brands 
and  private  label  gtxxis  make  it  the 
largest  men's  shirt  marketer  in  .\mcri- 
ca.  I.vUNTcncc  Phillips,  a  tanned,  trim 
Mid  chatn  gladhandcr,  has  taken  mar- 
ket share  from  .\rro\\  and  others  by 
covering  all  the  price  jxiints.  He  i>rtcrs 
department  sti>re  shoppers  medium- 
priced  Van  Heusen,  417  and  Hen 
nessv  shirts,  ranging  fnim  S2 1  to  S36. 
He  otVers  m\  upjxT  scale  customer 
Geoffrey  Beene,  Cczani  and  Hricnne 
Aigner  labels  at  up  to  545.  Ihe  com- 
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More  than  just  fast,Hertz1ClubGold*is  the  best  way  ever  to  rentacar. 


When  you  rent  from  Hertz,  you  expect  the  best 
service  in  the  business.  And  you  ^et  it  with  Hertz  #1 
Club  Gold  membership. 

With  Gold  Service?  there's  no  lines,  no  paperwork, 
nothing  to  slow  you  down.  You  go  straight  from  the 
courtesy  bus  to  our  exclusive  weather-prf)tected  can- 
opy Your  name  in  lights  directs  you  to  your  car  with 
the  trunk  open  and  everything  ready  to  go.  One  quick 
check  at  the  gate  and  you're  on  your  way 

For  your  information:  Rate  available  at  partici- 
pating corporate  airport  kx^ations  and  may  be  higher 
in  some  metm  areas.  Blackout  periods  apply  and 
availability  is  limited,  especially  in  peak  periods. 


Advance  reservations  are  required.  Standard  rental 
qualifications  apply  and  cars  must  be  returned  to 
renting  location.  Taxes  and  optional  items,  such  as 
refueling,  are  extra.  For  reservations  call  your  Travel 
Agent  or  Hertz  at  1-800-654-3131. 


Lincoln  or  similar  car 


a  day 

Optional  LDW  m 
a  day  or  less 


I 


Hertz  rents  Fbrds  and  other  fine  cars. 

•  REG  US.  HVr  OFF  C  HF.RTZ  SYSTFJbtS  INC.  IWl 


AMERh 


WHEELS 


Phillips-Van  Heusen 


In  the  pattern  design  room  of  an  Ozark,  Ala.  plant 
Not  one  plant  closed,  even  during  the  recession. 


pany  is  also  the  nation's  largest  pri- 
vate-label dress  shirt  maker,  selling  to 
retailers  such  as  Lord  &  Taylor,  J.C. 
Penney  and  Lands'  End. 

Phillips  comes  by  his  shirt  savvy 
naturally.  His  great-grandfather  Mo- 
ses Phillips  came  to  America  in  1881, 
a  refugee  from  a  town  called  Suwalki 
in  what  is  now  Poland.  Out  of  a  one- 
room  flat  in  Pottsville,  Pa.,  in  the 
state's  anthracite  coal  region,  Phillips' 
wife  stitched  flannel  shirts  for  her 
husband  to  sell  to  miners.  Selling  two 
or  three  shirts  a  day  fi-om  his  pushcart 
allowed  Phillips  to  bring  other  mem- 
bers of  his  family  to  America,  and 
soon  the  operation  grew  to  include  a 
horse  and  buggy  from  which  he  sold 
shirts  in  neighboring  coal  towns.  Sales 
for  the  company  in  1881:  $250. 

The  pushcart  is  long  gone,  but  the 
pushcart  philosophy  still  reigns.  Phil- 
lips recalls  walking  through  factories 
in  his  youth  with  his  father  and  grand- 
father, helping  to  pick  pins  up  oft' the 
floor.  Today  the  company  neither 
owns  nor  leases  a  plane,  and  not  even 
the  chairman  travels  first  class. 

"There  are  people  whose  compa- 
nies arc  in  C'hapter  1 1  flying  around 
the  country  in  first  class  today,"  says 
Phillips.  "We  try  to  act  as  though 
we're  still  hungry." 

There  were  lean  times.   Between 


1985  and  1987,  sales  fell.  Around  this 
time,  Phillips  had  an  epiphany.  He 
realized  that  department  stores  were 
changing,  and  not  necessarily  for  the 
better.  Phillips  saw  retailers  growing 
more  powerful,  gaining  an  upper 
hand  with  suppliers.  Yet,  at  the  same 
time,  stores  were  growing  financially 
weaker,  increasing  their  debt.  "We 
didn't  want  to  bet  our  company's 
future  on  the  balance  sheet  of  a  Feder- 
ated Stores  or  on  the  whim  of  a 
department  store  chairman  to  go  to 
private  label  or  switch  brands,"  ex- 
plains Phillips. 

To  insulate  his  company  from  such 
whims,  Phillips  did  three  things.  He 
expanded  his  share  of  the  private-label 
shirt  business.  He  cut  off  the  sales  of 
slow-moving  shirts  to  off-price  retail- 
ers; this  helped  his  brands'  images,  at 
little  cost  of  lost  profits. 

Finally,  to  absorb  surplus  merchan- 
dise, Phillips  opened  scores  of  his  own 
tastefully  designed  stores  in  the  outlet 
malls  that  are  mushrooming  across 
the  country  (Fc)RBHS,  May  27).  Phil- 
lips-Van Heusen  now  sells  its  shirts, 
shoes  and  sweaters  in  its  C'ape  Isle 
Knitters,  Rass,  Gcoflrey  Beenc  and 
Windsor  Shirt  stores  nationwide. 

"It  took  guts  tt)  do  what  they  did  in 
retail,"  says  Alison  Bisno,  research 
director  at   Stephens   Inc.   in    little 


Rock.  "It's  not  often  a  manufacturer 
also  knows  how  to  sell  to  consumers." 

Besides  enhancing  Phillips-Van 
Heusen's  image  and  margins,  the 
stores  give  Phillips  valuable  feedback 
and  its  customers  a  higher  level  of 
service.  Recendy  the  company  in- 
stalled consumer  hot  lines  in  some  of 
the  Van  Heusen  and  Bass  stores.  If  a 
shopper  finds  the  store  to  be  out  of  his 
size,  he  can  order  merchandise  by 
phone  for  home  delivery.  Since  the 
lines  were  installed  in  May,  Phillipw 
reports  "thousands  of  orders." 

As  important  as  its  outiet  stores  are, 
the  company  can  ill  afford  to  alienate 
its  department  store  customers  by 
stealing  their  shoppers.  Phillips  gets 
around  this  problem  by  situating  his 
oudets  in  vacation  spots  and  smallish 
towns  that  are  a  good  distance  away 
fi-om  the  nearest  department  store. 

At  the  same  time  that  Phillips  was 
betting  on  the  specialty  retailing  busi- 
ness, he  made  another  gamble:  In 
1987  he  bought  the  venerable  G.H. 
Bass  shoe  company.  Although  Bass 
had  a  well-known  consumer  brand 
name  in  Weejuns,  the  company  had 
been  neglected  by  its  corporate  own- 
er, Chesebrough-Pond's,  and  had 
bled  money  since  1984.  Phillips  paid 
just  $63  million  for  Bass — $43  mil- 
lion below  book  value — in  part  be- 
cause the  company  lost  $47  million  a 
year  earlier.  By  paring  down  inven- 
tory, narrowing  the  number  of  shoe 
styles  and  eliminating  distribution  to 
lowbrow  discounters,  Phillips 
stopped  the  company's  slide. 

Last  year  the  shoemaker  did  over 
$25  million  in  operating  profit.  In 
1991  it  will  contribute  roughly  one- 
third  of  Phillips-Van  Heusen's  total 
revenues  and  perhaps  45%  of  overall 
profits. 

Wall  Street  has  applauded  Phillips' 
handiwork.  The  company's  sttKk  has 
more  than  doubled  smcc  the  begin- 
ning of  the  year,  to  a  recent  37. 
Phillips,  his  relatives  and  si>me  insid 
ers  own  around  a  third  of  the  compa- 
ny; their  blcKk  has  appreciated  by 
nearly  $65  million  this  year.  Phillips 
Van  Heusen  is  trading  tor  20  rimes 
last  year's  earnings  and  aanuid  16 
times  this  year's  likely  net.  Not  cheap, 
but  not  expensive  either,  especially  for 
a  company  w  hose  chief  executive  still 
runs  tilings  with  the  mentality  of  its 
tounder.  ^ 
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This  is  your  dot  matrix, 
printing. 


This  is  our  new  quiet  2624, 
printing. 


This  is  the  one  you've  been  waiting  for. 
Panasonic*  presents  the  first  of  a  new 
generation  of  quiet  dot  matrix  printers. 

The  KX-P2624  wide-can-iage. 

It  doesn  t  scream,  it  whispers.  Through  multi-pan  forms, 
those  'industrial  strength'  spreadsheets,  and  your  customer 
con-espondence.  And  does  them  all  with  ease,  speed  and  the  superb 
reliability'  we Ve  built  a  reputation  on.  It  has  all  the  features  you\'e  come  to  expect 
from  the  leader  in  dot  matrix  printing.  And  then  some.  One  super  letter- quality' 
and  seven  letter- qualit\'  fonts.  Multiple  paper  paths.  An  LCD  display  A  top  speed 
of  300  cps  in  draft  mode,  100  cps  in  letter  quality-.  A  two-yeiir  limited  wan-^inty  on 
parts  and  labor.  *  And  serene  quiet. 


I 


PQ8-F0 


For  more  information  call  us  toll-free: 
1-800-742-8086.  Or,  better  yet,  see  your 
Panasonic  deiiler. 

You'll  like  what  you  don  t  hear. 

•  See  your  dealer  for  details. 


Printers,  Computers,  Peripherals, 
Copiers,  Typeiiriters  &  Facsimiles 

PanasonicA 

Office  Automation/^^Vj\ 

\Jr\ 


Safety:  It's  A  Wiy  Of  Life  At  Chevrolet 


' 


More  PhD.s,  M  J).s  and  Dummies. 

As  a  Chevrolet  Heet  customer,  you  have  the  advantage  of  GM's  worldwide 
reputation  as  a  leader  in  automotive  safety  research  working  for  you.  At 

GM's  biomedical  research  lab,  more 
Ph.D.s  and  M.D.s  are  involved  in 
automotive  safety  than  at  any  other  car 
company  in  the  world.  CM  has  developed 
and  refined  a  complete  family  of  crash-test 
dummies  that  are  the  acknowledged 
industry  standard  today.  The  results  of  this 
research  and  testing  are  safety 
innovations  like  the  energy-absorbing 
steering  column,  3-point  seat  belts,  side- 
guard  door  beams  and  energy-absorbing 
instrument  panels.  And  these  safety 
innovations  are  standard  in  Chevrolet 
passenger  cars 
available  for  your 
fieet.  For  dependability,  value  and  safety,  look  to 
Today's  Chevrolet  to  meet  your  fieet  requirements. 


'Chevrolet  and  the  Chevrolet  emblem  are  registered  trademaits  of  the  CM  Corp.  Ol  W2  CM  Corp 
Al]  Rj^is  Reserved.  Buckle  up,  America! 


The  Heartbeat  Of  America  Is  Winning." 

TODAY'S  FLEET  COMPANY  IS  CHEVROLET. 


Thrown  out  into  the  cold  cruel  world,  unwanted  by  its 
corporate  parent,  Alliant  Techsystems  has  to  compete  in 
a  declining  business,  defense.  Surprise:  Alliant's 
prospects  are  pretty  bright. 

Sink  or  swim 


By  Subrata  N.  Chakravarty 

"The  WORLD  right  now  is  not  a  pacific 
place  to  live,"  declares  Toby  Warson, 
53,  president  and  chief  executive  offi- 
cer of  Alliant  Techsystems. 

That  is,  of  course,  a  fairly  predict- 
able statement  from  a  defense  con- 
tractor trying  to  sell  weaponry  in  an 
era   of  declining   defense    budgets. 


Spun  off  from  Honeywell  Inc.  a  year 
ago,  Alliant,  based  in  Edina,  Minn.,  is 
the  largest  munitions  supplier  to  the 
U.S.  militar)'.  In  terms  of  size,  it  is  not 
in  the  same  league  as  huge  defense 
contractors  like  General  Dynamics 
and  McDonnell  Douglas,  but  with 
revenues  last  year  of  $1.3   billion. 


Alliant  is  among  the  1 5  largest  direc4 
suppliers  to  the  Pentagon. 

The  1990s  are  hardly  auspicious 
times  for  launching  a  defense  busi-^' 
ness.  Saddam  Hussein  showed  how 
dangerous  a  well-armed  fourth-rate 
country  can  be.  The  disintegrating, 
Soviet  Union  still  possesses  tens  erf, 
thousands  of  nuclear  weapons  and  the 
world's  largest  militar>'  establish-, 
ment.  But  never  mind:  Politicians  arc 
slobbering  at  the  prospect  of  cutting 
defense  budgets,  and  Alliant's  War- 
son  is  realistic  enough  to  know  he 
cannot  buck  the  disarmament  tide. 

Alliant's  old  parent,  HoneN-well,] 
had  decided  defense  was  no  longer  a , 
business  it  wanted  to  be  in.  Unable  to. 
sell  it  for  a  decent  price,  HoneN-wellf 
Chairman  James  Renier  and  his  board 
spun  the  defense  business  off  to  their 
own  stockholders.   Renier  then  of- 


•■ffc 


Alliant  Techsystems'  Toby  Warson  with  jfi  Mk46  antisuhnicUKie  torpedo 

When  offered  the  Job  of  running  Alliant  as  a  spinoff,  he  recalls:  "My  first  reaction  wasn't  yes. 

I  knew  that  it  wasn't  going  to  be  pretty." 
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ired  Warson,  who  had  been  running 

loneywell's  U.K.  operations,  the  op- 
)ortunit\'  to  run  the  new  company. 

Why  join  a  company  in  a  shrinking 
Industry?  Warson  saw  the  chance  to 
)uUd  a  new  company  tailored  to  the 
|;hanging  circumstances.  He  knew  he 
lad  to  make  drastic  changes.  "We 
l^vere  starting  afresh,"  says  Warson, 
"so  I  got  a  lot  less  resistance  than  I 
.■ver  would  have  if  we  had  been  part  of 
iHoneywell." 

Warson  quickly  set  to  work  simpli- 
Ifv'ing  the  organization.  "I  inherited 
two  groups  with  group  staffs,  and  five 
divisions  with  division  staffs — a  whole 
bunch  of  fiefdoms,"  Warson  says.  He 
[consolidated  the  staffs  and  reorga- 
nized the  company  along  functional 
and  product-oriented  lines.  In  the 
process,  he  cut  the  number  of  em- 
ployees 20%,  from  over  8,900  to 
7,100,  and  reduced  the  number  of 
management  layers  from  14  to  7 — 
that  alone  will  save  around  $25  mil- 
lion a  year  in  corporate  overhead. 

He  also  had  to  do  something  about 
Alliant's  balance  sheet.  The  new  com- 
pany had  to  absorb  S14  million  in 
legal,  accounting  and  other  transac- 
tion costs  from  the  spinoff,  and  it 
charged  off  over  $30  million  in  sever- 
ance payments.  It  had  to  borrow 
•$165  million  to  reimburse  Honeywell 
for  Alliant's  prorated  share  of  debt 
and  pay  the  former  parent  a  $60 
million  dividend.  With  all  these  costs, 
Alliant  was  born  with  a  rather  high 
debt-to-equiU'  ratio  of  1 .4-to- 1 . 

With  most  of  the  restructuring 
costs  behind  him,  Warson  is  now  out 
beating  the  bushes  for  business  and 
scaring  up  quite  a  bit.  Although  the 
defense  budget  as  a  whole  is  declin- 
ing, Warson  notes  that  the  munitions 
budget  has  already  seen  its  big  cuts. 
From  a  peak  of  55. 4  billion  in  1985, 
the  budget  has  fallen  to  $2.2  billion, 
and  is  likely  to  remain  at  that  level. 
Ammunition,  of  course,  is  to  the  mili- 
tary' what  razor  blades  arc  to  shaving: 
disposable  items  that  must  be  re- 
placed regularly. 

"If  I  were  in  the  shipbuilding  busi- 
ness, the  airframe  business  or  any 
platform-building  business,  I  would 
be  vcPk'  concerned  because  that's 
where  it  is  easiest  to  take  big  chunks  of 
money  out,"  Warson  says.  "Being  in 
the  expendables  business,  weVe  in  a 
better  relative  position.  A  big  chunk 
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Workers  In  Columbus  Have  Always 
Gotten  Hl^  Marks  In  High  Technology. 

High  technology  and  high  performance  go  hand-in-hand  in  Columbus.  Georgia. 

The  city's  scope  is  international.  The  labor  force  is  skilled,  with  a  hard-driving 
work  ethic.  And  the  diverse  economic  base  here  includes  a  wide  variety  of  compa- 
nies. Such  as  Pratt  &  Whitney.  Pol>rhrome  Coqp.  Syno\TJS. 
MUTEC  (Matsushita/Kodak).  Blue  Cross/Blue  Shield. 
AFLAC.  Lummus  Industries.  Total  System  Services. 
The  region  has  ten  colleges,  universities  and  technical 
schools,  together  with  State-run  programs  to  train  your  new 
workers  tree  e\'cn  before  you  open  for  business.  ^  ■■  Jk  n  #^  I  M 

To  find  out  all  the  bottom-line  reasons  to  locate  in  UE^JKd^X 

Georgia,  please  write  us.  Or  call  404-656-9306.  TheSbteof  BusinSiTodav 

Columbus.  Another  way  to  strike  it  rich  in  Georgia.  ' 

(j(i)tsw  Ocpdrlmcnl  ol  ln(luslr\.  TrddrS  Tourism,  Di-ijl  I  US.  I'O  Box  1776  Allanl.i  (j\  "MBOI 
I*holo Courtcvv.  Gcorsid  Df-pdrtmcnl  o(  \u  hive*,  jnd  Hislor\ 


Wfe  Ve  saved 

companies  an  average 
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It  Doesn't  Take  A  Rocket  ScientistTo 
Use  An  Intei^raph  System.  Althou^j 

Some  Of  Our  Best  Customers  Are. 
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NASA  used  Intergraph  work- 
stations to  design  key  aspects  of 
the  U.S.  Space  Shuttle.  And  Boeing 
chose  our  solutions  to  create  the 
equally  impressive  Space  Station. 

Knowing  this,  you  might  right- 
fully   conclude    that    Intergraph 


"Galileo  In  Orbit  Around  Jupiter"  built  using 
Intergraph 's  MicroStation  software  and  rendered 

with  Intergraph 's  Model  View  software. 
(McDonnell  Douglas  Space  Systems  Company) 


mapping  and  mechanical  design 
engineering  and  manufacturing 
Plus  instruction  required  to  hd|i 
you  gain  expertise  with  o' 
microCAD  graphics  package/ 
MicroStation. 

To    find    out    more,   call    us 
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systems  are  extraordinarily  power-  UNIX®  operating  system  envi- 

ful.  But  if  you  concluded  that  an  ronment  the  look  and  feel  of  an 

advanced    degree    in    computer  Apple  Macintosh? 

sciences  is  required  to  use  them  With    Looking    Glass,    you 

effectively,  you'd  be  off  the  mark,  don't   have   to   know  a   lot   of 

Especially  now  that  Intergraph  intricate  computer  lingo.  Icons, 

pull -down  menus  and  interactive 


"Conceptual  Lunar  Lander,  built  using 
Intergraph  s  MicmStation  st^ttware  and  rendered 

with  Intcrgraph's  Model \'iew  sott\vaa'. 
(McDonnell  Douglas  Space  Systems  Company) 


"Space  Flight  Fantasy  1!'  built  using 

Intergraph 's  MicroStation  software  and  rcndea-d 

with  lntei);raph's  ModclView  sofrwaiv. 

(Fluor  Daniel  Inc.) 


dialogue  windows  make  it  simple  toll-free    in    the    U.S.    at    800- 

for  you  to  get  your  work  done.  826-3515.    In    Canada,    phone 

And  we  certainly  don't  expect  403-250-6100.  And  don't  worry 

you  to  master  our  systems  on  your  if  you're  not  a  rocket  scientist.  Or 

own.  Our  customer  training  pav  for    that    matter,    a    computer 

gram  features  over  130  courses,  scientist,  either. 


workstations  feature  a  powerful     including  application  training  in 

graphical      interface,      Looking     pwducts  ranging  from  architec-      I  ^J  I  L"r^LjrT/\l     H 


Glassf  that  brings  to  the  robust     tuix.'    and    civil    engineering    lo 


Everxwhere  wu  look. 


I  IM^Jl,  Inti-r^ruph  {"orpor;i(u)n,  I  luiitsvilli-.  Al.  1^H'»4  IHHM  InteosMpt'      i  registered  tritik-iniirk  and  F.vTrvwhotr  ^^nl  l.»H»k  is  «  (nKicnwirtt  iM  Inreiftrarih  roqxwuhon 
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lliant  Techsystems 

of  our  business  is  in  training  ammuni- 
tion. As  the  militarx'  siirinks,  tiie  re- 
linaining  military  will  have  to  train  to 
Ihe  more  effective  and  more  efficient." 
Alliant's  Precision  Armament 
[group  is  the  principal  supplier  of  shells 
tor  the  120mm  gun  on  the  U.S.  Ar- 
Imy's  MlAl  tanks,  with  over  1  million 
rounds  in  five  types  delivered  so  far.  It 
has  improved  the  depleted-uranium 
kinetic  energv'  shells  originally  de- 
signed by  the  German  company 
Rheinmetall;  Alliant's  shell  can  pene- 
trate thicker  armor  from  a  greater 
distance.  Alliant's  "silver  bullet" 
proved  devastating  in  the  Iraq  war.  If, 
as  planned,  the  army  replaces  the 
105mm  guns  on  the  almost  3,300 
first -gene  ration  Ml  tanks  in  its  inven- 
tory, the  potential  market  for  120mm 


"Dealing  with 
governments  is  an  art. 
Dealing  with  the 
commercial  world  is  a 
different  art. 
If  we  tried  to 
compete  with 
Toys  "R"  Us,  we 
wouldn't  do  too  well." 


.shells  will  improve  significantly.  Cov- 
ering its  bets,  AUiant  is  also  working 
on  developing  a  "smart"  shell  to  im- 
prove the  capabilities  of  the  105mm 
tank  gun. 

Alliant's  Precision  Armament 
group's  30mm  bullets,  used  by  the 
Air  Force's  A- 10  ground  attack  air- 
craft, also  did  yeoman's  work  in  Dcs 
ert  Storm.  Now  Alliant  is  working  on 
the  Sense  And  Destroy  Armor  Muni- 
tion (Sadarm)  sensor- fused  shell  for 
use  against  artillery  and  armor.  Gen- 
corp's  Aerojet  division  won  the  fiill- 
scale  development  competition  for 
the  high-tech  shell,  with  Alliant  as 
prime  subcontractor.  However,  Al- 
liant and  Aerojet  have  an  agreement 
to  share  production  equally. 

These  kinds  of  improved  weapons 
are  going  to  be  in  demand  for  the 
foreseeable  future,  even  after  the  mili- 
tary scales  back  and  cuts  spending  on 
multibillion-dollar  programs. 

Through  its  Marine  Systems  group, 
Alliant  is  the  sole  source  for  the  Mk46 
light\vcight  torpedo,  used  by  planes 
and    ships    against    submarines.    To 
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INTERNATIONAL 
ANTIQUE  DEALERS 

SHOIV 

One  of  the  world's  most  prestigious  Antiques  Shows. 
Held  in  cooperation  with  The  National  Antique  and  Art  Dealers  Association  of  America. 

Gala  Opening 

Friday,  October  18,  1991 

Seventh  Regiment  Armory  •  New  York.  City 

Previews  at  5:00  p.m.  and  6:00  p.m. 

A  Benefit  For  Memorial  Sloan-Kettering  Cancer  Center 

Honorary  Chairman,  Mrs.  Benno  C.  Schmidt 

Chairmen,  Mrs.  William  C.  Beutel,  Mr.  D.  Dixon  Boardman, 

Mrs.  John  R.  Drexel,  III 

Tickets:  $1,000,  $500,  and  $200 
All  contributions  over  the  value  of  the  evening  ($55)  are  tax  deductible. 

For  Gala  Opening  Tickets,  call:  212-355-6110 
For  inquiries  regarding  the  Show,  call:  212-382-0969 
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counter  quieter  and  more  capable  So- 
viet submarines,  Alliant  is  developing 
the  Mk50  antisubmarine  torpedo  for 
the  U.S.  Navy.  Low-rate  production 
has  begun,  and  Alliant  will  face  tough 
competition  with  Westinghouse  for 
future  production.  But  because  Al- 
liant developed  the  torpedo,  Warson 
is  confident  that  Alliant  can  win  its 
share  of  future  contracts. 

Warson  knows  his  customers.  He 
spent  20  years  as  a  submarine  officer 
in  the  Navy  before  retiring  to  join 
Honeywell  in  1979.  As  a  young  lieu- 
tenant commander,  he  commanded 
the  NR-1,  the  world's  only  nuclear- 
powered  deep-submersible  sub,  and 
was  awarded  the  Distinguished  Ser- 
vice Medal,  the  nation's  highest  non- 
combat  award,  for  services  he  will  not 
discuss.  Later,  Warson  commanded 
one  of  the  U.S.'  Poseidon  ballistic 
missile  submarines.  "As  a  former  sub- 
marine commander,  I  do  not  like  the 
Mk50  torpedo,"  Warson  says,  with 
rueful  satisfaction. 

Alliant's  Ordnance  Systems  group 
has  completed  full-scale  development 
of  the  Paladin  system,  which  allows 
self-propelled  howitzers  to  fire  at  a 
target,  move,  reorient  themselves  rap- 
idly and  fire  again  from  a  diflferent 
position.  Such  a  system  makes  it  hard- 
er for  an  enemy  to  destroy  artillery 
after  it  has  revealed  its  position  by 
firing.  Now  you  see  its  position,  now 
you  don't. 

Warson  is  looking  to  overseas  mar- 
kets for  growth.  Since  the  U.S.  does 
not  permit  the  export  of  depleted 
uranium  shells,  .\lliant  has  developed 
a  tungsten-core  kinetic  energy 
120mm  shell  for  the  export  market. 
The  shell  can  be  exported  to  any 
nation  that  uses  MlAl  tanks.  In  the 
iftermath  of  the  Iraq  war,  Hg\'pt  and 


BELOW: 

A  direct  hit  on  an 
Iraqi  T-72  tank  in 
Desert  Storm 
Building 
munitions  that 
are  itnown  to  lie  so 
good  that  they 
never  have  to  be 
used  is  another 
means  of  war  pre- 
vention, Warson 
believes. 


Saudi  Arabia  have  purchased  MlAls, 
and  a  number  of  nations,  including 
Kuwait,  the  United  Arab  Emirates, 
Pakistan  and  Sweden,  have  asked  for 
permission  to  do  so. 

Warson  believes  Alliant  can  gener 
ate  export  sales  of  up  to  $400  million 
per  year  by  1994,  up  from  $150 
million  today.  ''We  ha\e  to  be  flexi- 
ble, because  international  orders  are 
not  big,  long-term  contracts,"  War- 
son  explains.  ''You've  got  to  learn 
how  to  build  S0,000  (shells]  instead 
of  5  million  and  do  it  cost  etfectivelv, 
w  ith  low  in\  cntories,  lots  of  inventor\- 


turns  and  just-in  time  manufacturing 
techniques." 

Warson's  one  major  disappoint 
ment  has  been  .-Vlliant's  only  non- 
munitions  di^ision,  Mctrum  Infor- 
mation Storage.  .\  manufacturer  of 
\arious  t)pes  of  sophisticated  data 
recording  and  storage  de\iccs.  Mc- 
trum does  S0%  of  its  business  with  the 
government.  Of  the  bu.sinesscs  War- 
son  inherited  trom  Hone\Avell,  Mc- 
trum has  had  the  highest  margins  in 
the  past.  Now  it  is  losing  money.  The 
principal  reason,  Warson  s,us,  is  a 
problem  delivering  on  a  contract  to 
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oduce  a  variable-speed  tape  record- 
tor  the  upgrade  of  the  P-3  antisub- 
arine  aircraft. 

Warson  is  not  a  man  to  let  problems 
c  Metrum  fester.  At  the  end  of 
iiie,  Warson  fired  the  general  man- 
cr  of  Metrum  and  took  a  $6.9 
illion  writeoff  on  the  project.  "A 
ar  from  now  that  operation  will 
how  a  profit,"  Warson  vows,  grimly. 
Despite  heavy  transaction  and  re- 
ructuring  costs,  as  well  as  the  Me- 
um  writeoff,  the  company  earned 
52.64  per  ftilly  diluted  share  in  the 
inost  recent  four  quarters.  With  those 
onrecurring  costs  out  of  the  way, 
rudential  Securities'  Byron  Callan 
bstimates  Alliant  will  earn  around 
4.50  in  the  fiscal  year  that  ends  next 
March,  on  roughly  the  same  sales 
»()lume. 

Not  surprisingly,  in  the  post-Sovi- 
et-collapse stock  market,  Alliant's 
stock  sells  at  a  ver\'  considerable  dis- 
ount  to  the  market.  At  26  per  share, 
Alliant  is  priced  at  less  than  six  times 
expected  1992  earnings.  This  is  the 
same  p/k  the  market  currently  pays  for 
defense  stocks  like  Grumman  and 
McDonnell  Douglas,  which  are  far 
more  vulnerable  to  cutbacks  and  far 
more  dependent  on  individual  pro- 
grams than  Alliant  is. 
•  Analyst  Callan  doesn't  think  Al 
liant's  debt  poses  a  serious  problem. 
He  estimates  that  Alliant  will  have  free 
cash  flow  ranging  from  $28  million 
this  fiscal  year  (1992)  to  $92  million 
in  fiscal  199.5.  That's  after  interest 
payments,  required  debt  repayments 
and  capital  expenditures,  and  nearly 
ever>'  penny  of  it  will  be  a\'ailable  to 
reduce  debt.  With  debt  at  $148  mil- 
lion, it  should  take  only  a  year  or  two 
to  cut  the  debt  ratio  way  down.  After 
that  Warson  wants  to  expand  his  busi 
ness  through  mergers,  acquisitions 
and  funding  internal  ventures. 

Why  does  he  have  such  high  hopes 
for  a  company  that,  after  all,  was 
unwanted  by  its  parent?  Warson  re- 
plies: "Dealing  with  governments  is 
an  art.  Dealing  with  the  commercial 
world  is  a  different  art.  This  manage- 
ment group  understands  how  to  deal 
with  the  government.  If  we  tried  to 
compete  with  Toys  "R"  Us,  \Ne 
wouldn't  do  too  well.  It's  a  case  of 
doing  what  you  do  well  and  doing  it 
better  than  vour  competition." 
Well  said.'  ^ 
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Korea  is  full  of  rags-to-riches  stories,  but  none  is  more 
poignant  than  the  tale  of  "hat  king"  Sung  Hak  Baik. 

The  60  miUion 

hats  of 

Sung  Hak  Baik 


By  Andrew  Tanzer 

On  his  own  at  age  10,  raised  by  U.S. 
G.I.s,  tutored  by  Jewish  hat  mer- 
chants— the  life  of  South  Korea's 
Sung  Hak  Baik  reads  like  an  improba- 
ble Hollywood  tearjerker. 

Baik,  51,  has  a  third-grade  educa- 


tion. He  speaks  a  sort  of  pidgin  En- 
glish that  is  somewhere  between  G.I. 
slang  and  garment  district  English. 
And  he  is  the  world's  largest  hat 
manufacturer.  His  Young  An  Hat  Co. 
(sole  owner  Baik  founded  it  in  1959) 


turns  out  60  million  hats  a  year.  Baik<  \W 
produces  nearly  all  st)'les,  but  his  spc 
cialty  is  baseball -st)'le  caps.  He  is  tlid| 
dominant  producer  of  licensed  base- 
ball caps  bearing  the  logos  of  teams^jo.  B 
from  major  league  baseball,  the  NBA, 
NFL,  NHL  and  SCAA. 

Hatmaking   has   made    him    rich. 
Baik,  one  of  Korea's  largest  individual 
landowners,  has  a  net  worth  of  $300, 
million  and  mounting. 

Baik  generally  avoids  the  press.  In  a 
rare  interview,  in  his  headquarters  in 
suburban  Seoul,  Baik  tells  Forbes  he 
has  been  hounded  by  American  pub- 
lishers and  movie  producers  ever  since -; 
Reader's  Dijjest  published  a  series  of 
emotional  stories  in  1986  and  1990 
about  his  35-year  search  for  the  G.I.,|(iiSi 
who  saved  his  life  during  the  Korean 
War.    (The   ex-G.I.,   David   Beattie,, 
now  a  night-shift  janitor  in  Philadel- , 
phia,    was    iDcated    in    1989    partly 
through  the  help  of  an  cx-HBl  agent: 
enlisted  by  Reader's  Diciest.) 

Born  in  1940  in  Manchuria,  Baik 
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Young  An  Hat's 
Sung  Hak  Baik 
"God  gave  m«  a 
special  chance . 
to  make  a 
profit." 


bill 


72 
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lOvcd  to  North  Korea  with  his  moth- 

r  in  1945,  after  his  father  died  and 

he  war  ended.  In  December  1950, 

ix  months  after  the  Korean  War  be- 

;an,  Baik  took  a  boat  to  South  Ko- 

ea — by  accident,  he  explains.  He  was 

[selling  candy  on  a  refugee  boat  that 

Iset  sail  before  he  could  get  off.  Baik 

has  never  heard  since  from  his  mother 

or  relatives,  who  may  still  be  alive  in 

despot  Kim  II  Sung's  North  Korea. 

After  the  boat  dumped  him  near 
the  southern  tip  of  the  peninsula,  the 
10-year-old  Baik  wandered  north 
through  the  countryside,  tr\'ing  to 
make  his  way  home.  He  walked  into 
the  war  zone,  arriving  at  Hongchon,  a 
U.S.  military  base  65  miles  northeast 
of  Seoul,  in  June  1951.  After  sur\iv- 
ing  on  food  from  a  G.I.  garbage 
dump,  he  was  put  to  work  washing 
clothing  in  David  Beattie's  bunker. 
The  G.I.,  also  an  orphan,  taught  Baik 
rudimentarx'  English. 

In  early  1953,  Baik  was  severely 
burned  when  an  artiller)'  shell  blew  up 
a  gasoline  depot.  Beattie  saved  his  life 
and  sent  him  to  the  hospital  but  had 
been  shipped  home  by  the  time  Baik 
was  released  19  months  later. 

In  1955  Baik,  then  15,  went  to 
work  as  a  janitor  in  a  factor\'  produc- 
ing caps  for  schoolboy  uniforms.  He 
switched  to  working  on  the  factory's 
hat  assembly  line,  and  then  in  the 
company's  hat  retail  outlet. 

In  1959  he  started  his  own  hat 
company  in  Seoul.  Working  18-hour 
days,  Baik  sold  Panama  and  winter 
hats  in  a  shop  in  the  front  during  the 
day,  produced  the  hats  in  a  tiny  work- 
shop at  the  back  at  night,  and  slept  in 
the  store. 

Baik  says  his  first  lucky  break  in 
business  came  in  1961.  After  Presi- 
dent Syngman  Rhee  was  deposed  in  a 
coup  d'etat,  the  government  imposed 
restrictions  on  imports,  including 
hats,  to  save  foreign  exchange.  Baik 
says  he  made  a  small  fortune  with  felt 
hats  that  winter.  Later,  after  scouring 
the  hat  catalogs  of  American  depart- 
ment stores  such  as  Sears  and  Pen- 
ney's  for  ideas,  he  began  exporting 
hats  to  Japan  in  1966  and  to  the  U.S. 
in  1969. 

Baik  says  he  cracked  the  U.S.  mar- 
ket with  the  help  of  his  "Jewish  stcp- 
tathers,"  hat  distributors  who  im- 
ported and  sold  his  product.  "I  was 
good  at  manufacturing,  but  1  didn't 
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in  the  industry:  0.25  of  l%*-with  no 
commissions,  no  fees.  Minimum 
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The  longer  the  average  maturity 
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market  volatility— and  potential 
returns. 

Vanguard  offers  you  two  short- 
term  portfolios  for  lowest  risk;  two 
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Residents  of  CA,  NY,  NJ,  OH,  PA:  Please 
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Sung  Hak  Baik 


One  of  Baik's 
hat  factories 
Tutored  by 
Jewish  hat 
merchants,  the 
student  soon 
became  better 
than  his  teachers. 


understand  marketing,"  he  recalls. 

His  first  big  customer/teacher  in 
the  U.S.  was  Abe  Yeddis,  who  owned 
five  hat  factories  near  Kansas  City. 
Baik  calls  Yeddis  his  godfather,  and  a 
portrait  of  the  two  hangs  on  the  wall 
behind  Baik's  desk.  Yeddis,  now  74 
and  still  a  hat  wholesaler  in  Kansas 
City,  describes  his  adopted  son: 
"He's  the  most  aggressive  guy  I've 
ever  seen.  If  I  show  him  a  cap,  he'll 
reproduce  it  better  than  the  original." 

After  learning  about  marketing  and 
mass  production  from  Yeddis,  Baik 
was  ready  for  graduate  school.  In  1972 
he  hooked  up  with  David  Warsaw, 
founder  of  Irvine,  Calif.-based  Sports 
Specialties  Corp.  Warsaw  calls  him- 
self the  father  of  the  licensed  sports 
and  souvenir  industry.  That  may  be 
an  exaggeration,  but  Sports  Special- 
ties did  once  have  a  monopoly  on 
baseball  cap  licenses  for  all  profes- 
sional sports  teams  and  is  still  the 
largest  supplier  of  licensed  caps.  Its 
sole  supplier  of  licensed  caps,  ship- 
ping 10  million  caps  a  year  for  sale  in 
20  countries:  Baik.  These  caps  retail 
for  $12  to  $45.  On  a  $20  cap,  Baik 
probably  receives  $5. 

In  Warsaw  as  in  Yeddis,  Baik  had 
chosen  a  good  teacher.  A  production 
engineer  who  is  now  semiretired  and 
living  in  Rancho  Mirage,  C'alif ,  War 
saw  says  he  taught  Baik  how  to  em 
broider  hats,  automate   production 


and  produce  the  best- quality  baseball 
caps.  But,  says  Warsaw,  Baik  became 
better  than  the  teacher  and  was  soon 
producing  the  finest-quality  hats  in 
the  world.  (Sports  Specialties  is  today 
run  by  two  of  Warsaw's  sons;  Baik 
continues  to  ship  caps  to  Yeddis.) 

Today  Baik  estimates  that  he  sup- 
plies 20%  of  tiie  U.S.  market  of  180 
million  hats  a  year  and  40%  of  the 
world  licensed  market  of  60  million 
caps.  With  sales  in  40  countries,  he 
puts  his  revenues  at  $150  million  a 
year  from  manufacturing  and  whole- 
saling (he  owns  parts  of  this  business, 
too,  in  the  U.S.  and  Canada).  He  also 
gets  $50  million  a  year  in  sales  from 
separate  businesses,  including  plas- 
tics, fabric,  gloves,  supermarkets,  ho- 
tels and  farms,  all  in  Korea.  Baik  says 
his  pretax  margin  is  5%  to  6%. 

His  money  has  been  working  as 
hard  for  Baik  as  he  works  for  his 
money.  Baik  has  steadily  bought  real 
estate  since  the  1960s,  including  a 
huge  piece  of  land  on  Cheju  Island, 
off  the  southern  tip  of  Korea;  this 
he's  developing  into  a  resort.  He  ad- 
mits to  owning  $200  millii>n  in  debt- 
free  real  estate.  He  has  six  factories  in 
South  Korea.  But  to  avoid  spiraling 
Korean  wages,  and  to  produce  closer 
to  his  markets,  Baik  has  opened  a 
do/en  hat  factories  overseas  since  the 
mid  1980s,  in  C'hina,  Sri  Lanka,  Ban 
gladesh,  Costa  Rica,  Canada  and  the 


U.S.  (Arizona,  Texas  and  Okla- 
hama).  He  says  he  plans  to  add  as 
many  as  ten  more  factories. 

Every  fall  and  spring,  Baik  locks 
himself  in  his  office  and  abstains  from 
alcohol  and  spiq'  food — to  focus  his 
attention — for  a  week  while  he  de- 
signs. Almost  every  hat  imaginable 
comes  from  his  pen — baseball,  golf, 
tennis,  fishing,  hunting,  beach,  Pana- 
ma, cowboy  and  men's  dress  hats. 
(Some  buyers  specif*'  their  own  de- 
signs.) He  also  travels  abroad  six 
months  of  the  year. 

Looking  fit  and  tanned  from  a  re- 
cent vacation  in  Hawaii,  Baik  rails 
against  the  greed  of  big  Korean  and 
Japanese  businesses.  "Rich  people 
dream  about  1 ,000  years  of  pow  er, 
but  you  can't  extend  your  life  with 
more  money,"  he  says.  "Govern- 
ments don't  have  money  nowadays, 
churches  don't  have  money,  only 
businessmen  have  m.oney.  We've  got 
to  help  poor  people." 

Baik  is  not  merely  talking  about 
helping  poor  people.  He  has  funded 
scholarships  for  over  5,000  poor  stu- 
dents in  Korea,  the  U.S.  and  Costa 
Rica.  A  lifelong  Presbxterian,  Baik 
has  much  of  the  successfiil  \'ictorian 
businessman/social  reformer  in  him. 
He  sets  aside  10%  to  30%  of  profits 
ever\f  year  to  donate  to  charities.  He 
says  he  won't  take  his  company  pub- 
lic for  fear  other  shareholders  will 
prevent  him  from  spending  profits  on 
charities. 

Baik  bought  a  50-acre  site  in  1983 
on  the  site  of  the  L'.S.  G.I.  camp 
where  he  spent  the  Korean  War. 
There  he  spent  $6  million  to  build 
Baik's  Milage,  a  complex  including 
an  orphanage,  medical  clinic,  church, 
vocational  school,  homes  for  the 
handicapped  and  elderly — and  r\\o 
hat  factories.  He's  planning  similar 
facilities  in  Sri  Lanka,  Bangladesh  and 
other  developing  countries. 

"God  gave  me  a  special  chance," 
says  Baik.  "I  have  to  repay  Gtxi  for 
sa\ing  my  life  and  gi\ing  me  a  big 
chance  to  make  a  profit." 

What  about  all  those  producers 
hoping  to  put  Baik's  life  on  celluloid? 
Baik  -savs  he  is  mi>re  interested  in 
making  money  to  timd  his  philan- 
thropic acti\itics;  HoIK-aacxkI,  he 
savs,  will  have  to  wait  until  he  turns 
^0,  in  nine  years.  It  promises  to  Ix*  a 
flick  worth  waiting  for.  Hi 
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The  car  that  deserves  a  bow, 
is  the  car  that  isn't  taking  one 


The  performance  of  the  average  luxury 
car  suspension  is  fine  if  average  is  where  youVe 
set  your  standards.  We  didn't. 

At  Infiniti,  we  decided  very  early  on 
there's  no  such  thing  as  a  superior  car  vsath  an 
inferior  ride. 

So  after  seven  full  years  in  development, 
we  arrived  at  a  startlingly  innovative  solution. 
It's  the  world's  first  Full -Active 


Suspension"  system.  Combined  with 


a45 


an  a 


dvanced  multi-link  approach,  it  physically 
counteracts  the  typical  float,  roll,  dive  and 
squat  characteristics  that  the  road  continuously 
inflicts  on  cars  and  their  passengers. 

This  is  accomplished  through  the  use 
of  G-force  sensors  and  an  ingenious,  self- 
leveling  mechanism.  The  improvement,  even 
over  cars  previously  considered  very  good  at 
handling,  is  readily  apparent. 

The  Infiniti  Q45"with  the  Full-Active 
Suspension  system  was  selected  one  of  Koad 
Si^Tracks  ten  best  cars  in  the  world.  If  a 
ride  in  our  car  doesn't  sway  you  to  our  side, 
believe  us,  one  ride  in  the  competition  will. 

INFINITI. 


'Same  road,  same  speed  as  previous  three  photofjraph<i. 


To  arrange  a  guest  drive'  call  1-800-826-6500. 
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Hyundai  Electronics  America      Hyundai  Electronics  Europe      Hyundai  Electronics  Southeast  Asia 
1-800-727-6972  011-49.619-6470-14-0  011-65-270-6300 


•takes  billions  of  dollars  to  be  self-reliant,  as  one 


F  THE  TOP  TWENTY  CORPORATIONS  IN  THE  WORLD,  WE  HAVE 


NVESTED  IN  PC,  SEMICONDUCTOR,  AND  RELATED  TECHNOLOGIES 


WE  CAN  BETTER  CONTROL  QUALITY  AND  COSTS  ACROSS  THE 


BOARD.  THIS  EQUIPS  US  TO  DESIGN,  DEVELOP  AND  DELIVER 


THE  ULTIMATE  HIGH-PERFORMANCE,  HIGH-VALUE  SOLUTIONS 


BECAUSE  OF  OUR  GLOBAL  STRENGTH,  YOU  NO  LONGER  HAVE 


TO  MAKE  THE  CHOICE  BETWEEN  PERFORMANCE  AND  PRICE 


N     I 


OPPORTUNITIES 


UP  &  COMERS 


Skilled  in  the  ways  of  proxy  fights  and  leveraged 
buyouts,  Mike  Lacey  and  Jinn  Larkin  hope  to  forge  a 
national  chain  of  alternative  weekly  newspapers. 

Boom  times  for 
New  Times 


By  William  P.  Barrett 

IT'S  HARD  to  imagine  liow  two  busi- 
ness partners  could  appear  to  be  so 
different.  Michael  Lacey,  43,  is  an 
explosive,  profane  fellow;  this  sum- 
mer, after  a  few  drinks,  he  actually 
punched  out  one  of  his  employees. 
(The  worker  soon  resigned.)  Lacey's 
partner,  James  Larkin,  42,  is  calm  and 
polished,  a  button -down  sort  given  to 
sober  talk  about  market  strategies, 
technology  and  debt  levels. 

But  Lacey  and  Larkin  make  a  terrif- 
ic combo.  In  nearly  20  years  together. 


these  two  college  dropouts  have  made 
Phoenix-based  New  Times  Inc.  the 
nation's  largest  publisher  by  circula- 
tion of  "alternative"  weekly  newspa- 
pers. Besides  its  flagship  New  Timesin 
Phoenix,  the  company  owns 
Westward  in  Denver  and  New  Timesin 
Miami,  and  is  moving  into  Dallas. 
Total  combined  weekly  circulation: 
410,000  and  rising.  The  granddaddy 
of  all  alternative  weeklies,  Leonard 
Stern's  Villa0e  Voice  in  New  York, 
circulates  172,000  copies. 


New  Times  Inc.'s 
Michael  Lacey 
An  explosive 
editor  who 
recently 
punched 
out  one  of 
his  employees. 


With  revenues  in  the  year  endec 
June  30  of  $16  million  and  profits  o! 
about  $2.5  million.  New  Times  Inc.  i« 
still  pretty  insignificant  change  in  the 
world  of  newspaper  publishing.  On 
the  other  hand,  the  country's  100  or 
so  alternative  papers,  most  of  them 
dumped  in  vending  boxes  and  distrib- 
uted fi-ee,  do  account  for  one  of  pub- 
lishing's  few  growth  areas  as  many 
large  dailies  and  city  magazines 
founder  fi-om  high  overhead  and  an 
inability  to  appeal  to  readers. 

Straidaced  Larkin,  who  looks  after 
New  Times  Inc.'s  business  side,  and 
mercurial  Lacey,  who  runs  the  edito- 
rial side,  are  doing  a  good  job  exploit- 
ing this  situation.  In  Phoenix,  now 
undergoing  a  severe  recession.  New 
Times  averages  a  thick  144  pages  a 
week,  two-thirds  of  that  advertising. 
Its  circulation  of  140,000  (one  of  the 
highest  figures  in  the  giveaway  alter- 
native press)  means  it  reaches  25%  of 
Phoenix-area  adults. 

Even  though  the  region  is  political- 
ly conservative,  the  paper's  vaguely 
populist,  often  contrarian  coverage 
has  become  must  reading  for  local 
business  people  as  well  as  students  and 
aging  hippies.  Editorially,  at  least,  the 
paper  is  now  serious  competition  for 
the  Arizona  Republic  dind  the  Phoenix 
Gazette^  both  owned  by  Central 
Newspapers  Inc.,  controlled  by  the 
family  of  Vice  President  Dan  Quayle. 

Each  issue  of  New  Timesruns  sever- 
al long,  hard-hitting  feature  articles, 
sandwiched  bet\veen  extensive  res- 
taurant and  entertainment  listings. 
On  the  advertising  side,  "We  com- 
pete against  radio,"  says  Larkin, 
meaning  the  paper  seeks  the  same 
kinds  of  niche  audiences  and  advertis- 
ers. With  its  broad  coverage  of  enter- 
tainment and  kxal  issues.  New  Times 
clips  a  gaggle  of  radio  niches:  classical 
music,  country',  jazz  and  ncu-s/talk. 

Award  winning  New  Times  vcpon- 
ers  regularly  expose  the  ethical  foibles 
of  local  business  people  and  politi- 
cians, but  the  pafXT  is  not  alu'UN's  a 
paragt)n  of  ethical  prt>bit>'.  Once,  a 
reporter  impersonated  a  journalist  at 
another  publication  to  get  a  sror\'.  On 
several  tKcasions,  writers  have  fabri- 
cated dialog,  supjx>sedly  for  satirical 
puq>oscs.  And  w  hilc  their  pajx'rs  reg 
ularly  bash  UxMidogglcs,  larkin  and 
I>accy  acquired  New  fimes'  head- 
quarters, a  former  blacks  only  grade 
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There  are  three  standards 
for  measuring  banks: 
Moody's,  S&P  s  and  our  clients! 


•i^.Aif 


Today  a  bank's  credit  rating  is  an  especially 
important  performance  standard. 

So  it  is  noteworthy  that  Union  Bank  of 
Switzerland  stands  among  only  a  handful  of 
banks  rated  Triple-A. 

But  our  clients  have  come  to  expect  more 
of  UBS  than  the  highest  rating  major  credit 
agencies  assign. 

It  is  these  expectations  that  have  led  us  to 
conduct  business  on  the  basis  of  long-term 
relationships.  Apply  sound  credit  judgment  in 


innovative  ways.  And  deploy  our  resources 
and  assets  to  accomplish  meaninghal  objectives 
for  corporations,  institutions  and  individuals, 
worldwide. 

Union  Bank  of  Switzerland  One  Triple-A 
rated  bank  committed  to  standards  in  com- 
mercial banking,  investment  banking  and  asset 
management  that  measure  up  to  the  needs  ot 
the  most  important  group  of  all.  Our  clients. 


I 


Union  Bank  of  Switzerland,  299  Park  Avenue,  New  York,  NY  10171 

Offices  In  North  America:  Chic.igo,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 


UP  &  COMERS 


James  Larkin,  New  Times  Inc.  president 

At  one  time  the  company's  debt-to-equity  ratio  was  up  to  48-to-l. 


school,  with  $2.4  million  of  tax-ex- 
empt bond  money. 

Of  the  partners'  efforts  to  build  a 
chain  of  alternative  weeklies,  Larkin 
says:  "It's  kinda  fun."  But  don't  mis- 
take him  and  Laccy  for  a  pair  of 
countercultural  bumpkins.  They're 
streetfightcrs  who  have  used  proxy 
battles,  leveraged  buyouts  and  plenty 
of  debt  to  get  where  they  now  are. 

Lacey,  a  construction  worker's  son, 
grew  up  in  Newark,  N.J.  and  went  to 
Ariz.ona  State  University  in  suburban 
Tcmpe.  As  a  member  of  a  campus 
antiwar  cooperative,  he  was  a  co- 
founder  of  Nov  Times  in  1970.  l.ar- 
kin,  reared  in  Phoenix,  signed  on  to 


the  business  side  two  years  later. 

To  raise  monev.  New  Times  Inc.  in 
1973  sold  38,000  shares  for  $1  each 
to  various  Phoenix-area  liberal  activ- 
ists. Lacey  left  the  paper  in  1975  and 
returned  in  1977,  by  which  time  the 
paper  was  on  the  verge  of  collapse. 

Sen.sing  that  a  free-circulation 
weekly  could  attract  a  tair  amcnint  of 
advertising  and  be  profitable,  the 
budding  partners  decided  to  take  over 
the  paper,  fhey  owned  little  stock 
themsehes  but  were  able  to  collect 
enough  proxies  to  win  ct>ntrol  in  a 
bruising  fight  that  featured  a  show 
down  shareholders'  meeting  straight 
out  ot  the  movies.   Moments  after 


victory,  a  flatbed  truck  hauled  away 
the  office  fiarniture  to  Lacey  and  Lar- 
kin's  new  offices  in  Phoenix. 

As  the  partners  upgraded  the  edito- 
rial quality  and  honed  their  marketing 
skills.  New  Times  prospered  in  the 
Phoenix  boom  of  the  1980s.  In  1987 
Larkin  and  Lacey  took  the  company 
private,  using  a  loan  fi-om  a  now 
defiinct  savings  and  loan  to  buy  back 
those  original  shares  for  about  SI 
million — a  3,000%  return  for  original 
investors.  Today,  Lacey  and  Larkin 
each  own  nearly  40%  of  New  Times 
Inc.  and  control  the  balance,  which  is 
held  in  a  trust  for  three  top  executives. 
The  company's  estimated  value: 
about  S30  million. 

Unwilling  to  cede  their  100%  equi- 
t)'  control,  Larkin  and  Lacey  have 
relied  on  internally  generated  funds 
and  debt  to  expand.  Especially  debt. 
At  one  point  in  1988,  the  company 
had  a  staggering  debt-to-equit>'  ratio 
of  48-to-l  (strong  cash  flow  has  whit- 
tled that  down  to  a  still  high  but 
tolerable  4-to-l ).  In  1989  this  lever- 
age forced  the  partners  to  abandon 
the  idea  of  starting  a  paper  in  Hous- 
ton, which  then  lacked  either  a  decent 
alternative  paper  or  an  effective  cit>' 
magazine.  They  also  made  unsuccess- 
ful runs  for  papers  in  Philadelphia  and 
Chicago. 

With  their  first  three  papers  likely  to 
throw  oft' more  than  $3  million  a  year 
in  cash  this  fiscal  year — a  healthy  20% 
margin — Lacey  and  Larkin  have  just 
closed  their  biggest  deal.  They  shelled 
out  an  estimated  S3  million  for  the 
Dallas  Observer^  an  85,000-circula- 
tion  weekly  whose  annual  revenues 
are  also  about  S3  million.  Most  of  the 
purchase  price,  about  eight  times  op- 
erating cash  flow,  was  covered  by  a 
loan  from  Sccurit>-  Pacific,  New 
Times'  regular  lender,  and  the  Dallas 
Observer's  own  recei\  ables. 

Last  year  Lace\  and  Larkin  tried  ti> 
raise  an  Sll  million  venture  capital 
pool  for  acquisitions.  But  the  market 
for  media  investment  piHils  was  (and 
is)  weak,  investors  wanted  \en.'  oner- 
ous terms,  and  no  money  \N-as  raised. 
Still,  Larkin  is  confident  that  over 
time  he  and  Lacey  will  build  a  SlOO 
million  company,  partly  by  bu\ing 
papers  from  their  about  to  retire 
founders.  K\en  the  lil>erals  who  own 
alternati\  e  media  like  to  cash  in  when 
given  the  chance.  ^ 
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Goodness,  how  dependent  «,<=■,    u 
.,  VJho'd  ever  think  that  whenTt  .1^  become  on  foreign  oU. 
=  ^  and  iuelmg  our  cars  we'd  have  t""^  ^°  ^^^^'"6  our  homes 

™^^"'^"  t/redo'^h       '^"  ^°"^ces.  Aren't  ^e 

e^er  p^cec?.  ''^'^  ^^^tage  to  whal- 

^e  depended  on'^  countries  want  to 


next  year  for  fuel? 


I  charges  i=m  l  u  ume  we  depend    ,  '"^  countries  want  to 
\  sue\  and  energy?  Well  million!  ?"  °"''selves  for  our  o^^/n 
it  bv  ^sing  domestic  natural  s^l  ,  '^"^encans  already  are. 
|l  natural  gas  used  in  North  Am  ^^'  ^''■tualiy  all  of  the 

1  .,p  north  Amerlca^  And  it's  h^^  '«  Produced  right  here 
natural  gas  pipeline  that's  ouf  "^  delivered  through  a 
^^(,d  growing.)  /fs  a  dependl^hl"  °"^  "''"'on  miles  long- 
p'lpeWne  network  including  adv=     ^"''  "Continuous  flowing 
\\  Gas  is  not  only  accessible  ahnnT'^  ^'^^''"6  technologies^ 
! J  a\so  the  world's  cleanest  burn  '  ^"^  efficient,  but  it's 

||  vnost  'importantly,  jfs  ours  rf         '  ''^^'  "^"d  perhaps 
■;  "'y^  fie  energy  of  America, 
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ON  THE  MARGIN 


UP  a  COMERS 


Former  meat  broker  Jordan  Belfort  now  pushes  dicey  stocks. 

Steaks,  stocks 
what's  the  difference.^ 


By  Roula  Khalaf 


Stratton  Oakmont  President  Jordan  Belfort 
"A  story  only  lasts  for  so  loag." 
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At  23,  Jordan  Belfort  was  peddling 
meat  and  seafood  door-to-door  on 
New  York's  Long  Island  and  dream- 
ing of  getting  rich.  Within  months,  he 
was  running  a  string  of  trucks,  moving 
5,000  pounds  of  beef  and  fish  a  week. 
But  he  expanded  too  quickly  on  too 
little  capital.  By  the  time  he  was  25,  he 
filed  for  personal  bankrupta,". 

"I  was  prett)'  talented,"  shrugs  the 
smooth-talking  Belfort,  now  29. 
"But  the  margins  were  too  small." 

Looking  for  a  product  with  more 
fat  in  it,  Belfort  found  stocks.  Steaks, 
stocks — from  a  husding  salesman's 
standpoint,  what's  the  dift'erence?  To- 
day Belfort's  two-year-old  Stratton 
Oakmont  brokerage,  operating  out  of 
Lake  Success,  N.Y.,  specializes  in 
pushing  dicey  stocks  on  gullible  in- 
vestors. And  N\hile  the  product  may 
be  as  perishable  as  meat  and  fish,  the 
margins  do  appear  quite  handsome. 
Stratton's  total  commission  revenues 
should  hit  S30  million  this  year.  The 
firm  now  boasts  nearly  150  brokers. 
Belfort,  who  owns  over  50%  of  Strat- 
ton's equit\',  may  have  personally 
made  S3  million  last  year  alone. 

Belfort's  customers,  on  the  other 
hand,  haven't  always  shared  in  this 
prosperit)'.  A  year  ago,  even  before 
customers  began  lodging  complaints, 
the  Securities  &  F.xchange  C\>mmis- 
sion  started  investigating  Stratton 
Oakmont's  sales  and  trading  prac 
tices.  Subpoenas  have  been  issued  to  a 
number  of  StratttMi  Oakmont's  for- 
mer brokers.  Belfort  ci>nfirms  the  in- 
vestigation and  says  the  firm  is  cm>p 
crating  fully. 

rhe  Queens-born  son  of  t\\x>  ac 
countants,  Belfort  earned  a  biolog\' 
degree  from  American  I'niversit)-.  Af 
ter  tailing  in  the  meat  business,  he 
learned  the  stock  brokerage  business 
at  a  succession  i>f  shops — L.H.  Koxh 
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LOT  OF  KEV  COMPAN  E5  PEPENP  ON  METLIFE. 


In  fact,  78  of  the  top  100  U.S.  industrial  companies  are  MetLife  clients. 

Because  they  trust  MetLife  to  be  there  when  they  need  us.  The  first 

priority  of  an  insurance  company  is  to  be  financially  strong  and  stable, 

and  we  never  lose  sight  of  that  fact. 


GETMET.ITPAV5: 


O  MetLife' 


1991  Metropolitan  Life  Insurance.  Co..  NY.  NY 


PEANUTS  Characters:  E  1958. 1965  United  Feature  Syndicate.  Inc 


Recently  we  took  100  grateful  bcj! 


'"  '^^'  I'  S..  call  1-800-845-2360.  In  Vancouver:  684-8231.  In  Bntish  Columbia  and  Alb, 
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crta:  1  -800-663  34 1 1 .  The  rcnumdcr  of  Canada:  1  -800-663-3423.  In  *dd.t.oo  h.  o«mng  our  own  fw,u«,.  fly  |J 


travellers  absolutely  nowhere. 


The  most  deuuudii^ 
ire  business  people.  And  in  recent 
frequent  flyer  polls,  one  Business 
Class  was  rated  a  dass  abowe  the  rest. 

Qantas. 

With  a  Business  Class  diair 

designed    not    just    by    ergooomic 

engineers,  but  by  business  tia»«Deis. 

A  chair  that  when   recliiied, 

actually  lengthens  to  ensure  an  e^en 

you're  ready  to  sleep,  all  your  body 
rests  comfortably. 

From  head  to  toe.  From  depar- 
ture to  destination. 

Which  is  why  millioas  ci  busi- 
Dcss  trarellers  all  o»er  the  world  are 
grateful  for  flying  Qanns. 


THESPIRn'OFAUSTRALJA 


sbo,  Qancas  B  a  pomer  ■! 
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Schwab  wrote  the  book  on  how 
to  find  a  Financial  Advisor. 


As  your  capital  multiplies,  so  does 
the  time  and  skill  it  takes  to  invest. 

If  you're  like  many  investors,  you 
might  prefer  professional  guidance. 
At  Schwab,  we  recommend  getting 
objective  advice  that's  free  of  sales 
pressure.  So  we  wrote  this  book  to 
help  you  find  an  expert— one  who's 
concerned  with  ycmr  best  interests. 

The  Charles  Schwab  Guide  to 
Selecting  a  Financial  Advisor  gives 
you  the  information  you  need  to  single 
out  which  advisor  feels  right  to  you. 

Here  are  the  key  questions  to  ask. 
Plus  a  few  tips  to  help  you  assess 
whether  their  style  and  strategies 
are  compatible  with  your  financial 

goals. 

This  guide  also  includes  a  directory 
with  addresses,  phone  numbers  and 
stated  investment  philosophies  of  over 
250  advisors. 

If  you'd  appreciate  help  managing 
your  money,  call  now  for  your  free  copy 
of  the  new,  expanded  edition  of  The 
Charles  Schwab  Guide  to  Selecting 
a  Financial  Advisor. 

*Charles  Schwab  &  Co.,  Inc.  does  not  endorse  or 
recommend  any  particular  advisor  None  of  these  Financial 
Ad\'isors  are  emplo>'ed  by  Charles  Schwab  &  Co.,  Inc. 

Call  now,  toll-free: 
800-442-5111  ext  233 


Charles  Schwab 


\lember  SIPC/New  York  Slock  Exchange,  Inc      i"*  1991  Charles  Schwab  &  Co..  Inc.     All  Rights  Reserved 


UP  &  COMERS 


schild,  D.H.  Blair  and  F.D.  Roberts 
Securities.  His  postgraduate  work 
came  at  Investors  Center,  the  850- 
broker  penny  stock  house,  where  he 
went  to  work  in  1988,  and  which  was 
shut  down  by  the  SEC  a  year  later. 

In  1989  Belfort  teamed  up  with  23- 
year-old  Kenneth  Greene,  an  Inves- 
tors Center  graduate  who  had  occa- 
sionally driven  one  of  Belfort's  meat 
trucks.  In  early  1989  the  lads  opened 
an  office  in  a  friend's  car  dealership  in 
Queens,  then  set  up  a  franchise  of 
Stratton  Securities,  a  minor  league 
broker-dealer.  Within  five  months, 
Belfort  and  Greene  had  earned 
enough  in  commissions  to  buy  out 
the  entire  Stratton  operation  for 
about  $250,000.  As  Belfort's  right- 
hand  man,  Greene  owns  a  20%  stake 
in  Stratton  Oakmont. 

To  push  his  stocks,  Belfort  hired 
the  same  kind  of  motivated  young 
salesmen  who  had  driven  his  meat 
trucks.  He  taught  them  his  trusted 
cold-calling  technique,  the  "Kodak 
pitch."  That  is,  the  first  tout  is  not 
some  obscure  over-the-counter  issue 
but  a  blue  chip,  often  Eastman  Ko- 
dak. Only  after  an  investor  takes  the 
blue-chip  bait  do  Belfort's  brokers 
pitch  the  higher-margin  garbage.  A 
former  Stratton  broker  recalls  Bel- 
fort's motto:  "Whip  their  necks  oflf, 
don't  let  'em  oft" the  phone." 

Belfort's  brat-pack  brokers  quickly 
came  to  idolize  him.  One  28-year-old 
broker  is  said  to  have  gone  from 
laying  carpets  to  earning  gross  com- 
missions of  $100,000  his  first  month, 
$800,000  his  first  year.  He  got  to 
keep  about  half  of  that.  On  average, 
Stratton  Oakmont's  brokers  make 
around  $85,000  a  year. 

Sounding  like  a  wet-eared  version 
of  New  Jersey's  great  penny  stock 
salesman  Robert  Brennan,  Belfort 
says  he's  helping  his  clients  invest  in 
America's  fiiture.  "To  me,  the  most 
important  thing  is  to  get  involved  in 
fijndamentally  sound  companies, 
earnings- based  companies,"  he  says. 

Ventura  Entertainment  Group  is  a 
good  example  of  Stratton  Oakmont's 
merchandise.  A  North  Hollywood, 
Calif -based  maker  of  TV  movies, 
Ventura  is  the  successor  to  a  1988 
blind-pool  offering.  Belfort  started 
pushing  Ventura  almost  from  day 
one,  and  last  year  underwrote  a  sec- 
ondary issue  for  the  company.  At  the 


time  of  the  oft'ering,  Ventura  was 
coming  off  a  year  when  it  lost 
$455,000  on  revenues  of  $3  million. 

The  fellow  behind  Ventura  is  52- 
ycar-old  Harvey  Bibicoff,  whose  pre- 
vious company  was  electronics  retailer 
Discovery  Associates.  Under  him,  the 
company,  now  called  Leo's  Indus- 
tries, racked  up  huge  losses  (Forbes, 
Nov.  26,  1990). 

Belfort's  game  is  more  than  just 
one  of  collecting  commissions  and 
underwriting  fees.  Look  at  the  Ven- 
tura secondary,  for  example.  Last 
year  Stratton  Oakmont  sold  400,000 
Ventura  units  (one  share  and  one 
warrant)  for  $12  each.  The  shares 
jumped  to  $15,  and  Belfort  told  his 
brokers  to  quickly  buy  back  the  war- 
rants for  $1  each  from  pleased  inves- 


tout  the  shares.  The  price  rose  above 
$9.  As  the  stock  went  up,  Belfort 
exercised  more  warrants  and  sold  the 
shares.  (The  stock  has  since  fallen  to 
$3.)  By  one  estimate,  these  and  other 
warrant  deals  have  earned  Stratton 
upwards  of  $  1 0  million  over  the  past 
two  years. 

Many  Stratton  Oakmont  stocks — 
including  DVi  Financial  and  Ropak 
Laboratories — have  taken  a  pounding 
in  recent  months  as  word  of  the  sec: 
investigation  spread.  But  having 
made  a  killing  from  his  warrant  deals, 
Belfort  appears  unwilling  to  use  the 
firm's  capital  to  support  the  stocks. 
Sounding  like  a  kind  of  twisted  Robin 
Hood  who  takes  from  the  rich  and 
gives  to  himself  and  his  merry  band  of 
brokers,  Belfort  justifies  his  record 


Ventura  Entertain- 
ment Group's 
Harvey  Bibicoff 
His  name  turns 
up  in  several 
Stratton 

Oakmont  stocks, 
and  brokers  po^ 
trayed  him  as  a 
Wail  Street  whiz. 
His  record  sug- 
gests otherwise. 


tors,  while  continuing  to  push  the 
stock.  Within  months,  Belfort  un- 
loaded most  of  the  warrants  on  inves- 
tors for  $10— a  900%  profit.  The 
recent  price  of  Ventura's  shares  (after 
a  2-for-l  split):  63  cents.  Cynically, 
Belfort  now  concedes  that  Ventura 
was  a  good  story,  but  "a  story  only 
lasts  for  so  long." 

And  then  there  was  Nova  Capital 
(now  called  Visual  Equities),  an  art- 
investment  company  controlled  by 
Alvin  Abrams,  the  56-year-old  presi- 
dent of  penny  stock  underwriter  First 
Philadelphia  Corp. — a  man  whose 
past  includes  repeated  censures  and 
fines  by  the  SHC  and  the  National 
Association  of  Securities  Dealers,  dat- 
ing back  to  the  1960s.  In  1989  Bel- 
fort acquired  a  block  of  Nova  warrants 
for  $1  each.  He  exercised  the  bulk  of 
his  warrants  at  $2.50  to  $2.75  and 
retailed  out  the  stock  to  investors  for 
$5.   Stratton   brokers  continued   to 


this  way: 

"We  contact  high-net-worth  inves- 
tors. I  couldn't  live  with  myself  if  I 
was  calling  people  who  make  $50,000 
a  year,  and  I'm  taking  their  child's 
tuition  money." 

Approaching  30,  Belfort  seems  to 
have  it  made.  He  drives  a  $175,000 
Ferrari  Testarossa,  and  says  he's  tak- 
ing it  easy  and  looking  to  use  Stratton 
to  diversify  into  other  businesses.  Re- 
cendy,  for  example,  he  bought  an 
option  to  purchase  a  15%  stake  in 
Judicate,  a  publicly  traded,  Philadel- 
phia-based arbitration  firm.  Judi- 
cate—1990  losses  $8 14,000,  on  reve- 
nues of  $1 .9  million — made  news  last 
summer  when  it  landed  a  contract 
with  the  NASD  to  settle  disputes  be- 
tween brokers  and  clients.  The  way 
things  are  going,  Belfort  is  going  to 
need  all  the  help  he  can  get  dealing 
with  Stratton  Oakmont's  roster  of 
burned  clients.  ^M 
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ON  THE  DOCKET 


Carl  Sandburg  defined  "expert"  as  "a  damned  fool  a 
long  way  from  home."  He  must  have  spent  time  in  court. 

Shooting  back 
at  paladins 


By  B  rigid  McMenamin 

The  trial  was  about  to  begin.  Pitts- 
burgh U.S.  District  Judge  Donald 
Ziegler  took  Aetna  Standard  Engi- 
neering's lawyers  aside  and  urged 
them  to  settle.  No  wonder.  Plaintiff 
Craig  Boles  had  lost  his  arm  to  an  old 
steel  roller-leveler  made  by  Aetna. 
The  jury  was  scheduled  to  hear  folksy 
industrial-safety  expert  Joseph  Ryan 
testify  that  a  faulty  Aetna  guarding 
device  caused  the  injun,-.  But  defense 
lawyers  decided  to  take  their  chances. 
Aetna's  lawyers  knew  something 
that  the  judge  didn't.  Expert  witness 
Ryan  had  been  rejected  for  a  Michi- 


gan private  investigator's  license  be- 
cause   of  alleged    moral    turpitude. 
Ryan  tried  to  explain  it  away  to  the 
jury,  but  the  case  was  over.  No  liabil 
ity  was  assigned  to  Aetna. 

Seven  years  ago  Karen  Ixmke  was 
gardening  when  metal  debris  shot  out 
of  her  father's  Roper  lawn  mower  and 
struck  her  eye.  The  Lemkes  sued  Rop- 
er and  enlisted  the  aid  of  Malcolm 
Newman,  a  lawn  mower  "expert" 
who  was  paid  to  travel  to  Lynchburg, 
Va.  and  testify  that  Lemke's  injuries 
were  caused  by  Roper's  design.  But 
there  was  a  problem  with  Newman's 


credibility:  The  defense  produced 
transcripts  from  another  case  in  which 
Newman  swore  he  wasn't  a  lawn 
mower  expert.  Roper  was  vindicated. 

How  did  the  defense  lawyers  know 
the  truth  about  these  so-called  ex- 
perts? They  called  idex,  a  roughly 
S500,000  (revenues)  six-person  out- 
fit that  has  become  the  secret  weapon 
of  the  defense  bar.  Founded  in  1984 
by  former  insurance  claims  manager 
Tom  Rogers,  it  maintains  a  computer 
database  that  records  all  kinds  of  use- 
ful information  on  expert  vvitnesses. 

Testimony  by  expert  witnesses  of- 
ten fuels  dubious  litigation  (FORBES, 
July  8).  Experts  earn  fees  of  up  to 
$500  an  hour  and  S2,500  a  day  plus 
travel  expenses,  depending  on  the 
case.  These  paladins  will  go  almost 
anywhere  to  give  their  opinions  on 
everything  from  accounting  to  root 
canals.  Their  iiames  are  provided  to 
the  plaintiffs'  bar  by  referral  ser\ices. 

"We're  just  keeping  the  'experts' 
honest,"  says  IDEX  general  manager 
Robert  White.  He  says  the  service's 
500  subscribers  include  big  insurance 
companies  like  St.  Paul  Fire  &  Marine 
Insurance;  big  law  firms  like  Arnold  & 
Porter;       Skadden,      Arps,      Slate, 


Meagher  &  Flom;  and  Donovan,  Lei- 
sure, Rogovin,  Huge  &  Schiller;  and 
even  the  U.S.  Department  of  Justice. 
Each  subscriber  pays  IDEX  $375  to 
join,  a  smaller  annual  fee  and  $60  for 
each  successful  search. 

Part  of  the  deal  of  being  a  subscrib- 
er is  providing  iDEX  with  usefLil  infor- 
mation the  subscriber  might  have  on 
plaintiffs'  expert  witnesses.  The  data 
are  fed  into  idex's  databank.  When  a 
defense  lawyer  learns  the  name  of  an 
expert  the  other  side  intends  to  use, 
he  calls  idex  on  a  toil-free  number. 
Back  come  names  and  phone  num- 
bers of  subscribers  who  ha\'c  tran- 
scripts, depositions  or  tips  on  the 
"expert"  being  checked  out.  And 
IDEX  sometimes  has  this  information. 

There's  nothing  underhanded 
about  IDEX.  It  is  simply  computeriz- 
ing a  task  that  defense  lawyers  have 
traditionally  done  on  their  own. 

Philadelphia  lawyer  Jay  Lambert 
recalls  a  tough  medical  malpractice 
case  against  his  client,  a  neurosur- 
geon, eight  years  ago.  Lambert  was 
fretting  over  a  damaging  report  filed 
by  an  opposing  "expert."  On  the  eve 
of  trial,  Lambert  called  a  contact  in 
the  expert's  hometown  and  hit  pay 


dirt.  It  seems  the  expert  wrote  the 
report  but  was  in  a  federal  penitentia- 
ry— where  he  was  doing  time  for  falsi- 
fying medical  reports. 

Confronted  with  this  information, 
the  plaintiff  dropped  the  suit  against 
Lambert's  client. 

Defense  experts  aren't  always  saint- 


ly, either.  Honeywell,  defending  a 
personal  injur\'  case,  once  hired 
American  Standards  Testing  Bureau 
in  Pennsylvania  to  find  an  expert  who 
could  size  up  an  accident  and  testify  in 
court.  American  Standards  produced 
a  report  "signed"  by  expert  C.F. 
Peck.  But  it  turned  out  Peck  hadn't 
visited  the  accident  site  or  helped 
write  the  report.  By  the  time  Hon- 
CNovell  found  out,  when  Peck  was 
deposed,  it  was  too  late  to  hire  anoth- 
er expert.  So  they  lost  the  case  and  had 
to  pay  the  plaintiff' over  $300,000. 

But  Honeywell  got  even:  It  found 
an  "expert  on  experts"  to  testify  that 
if  not  for  American  Standards'  decep- 
tion and  negligence,  Hone\'well 
would  have  won.  The  jury  bought  it: 
American  Standards  had  to  pay  Hon- 
eywell almost  $320,000. 

To  really  help  stem  the  tide  of 
dubious  litigation,  judges  themselves 
should  call  in  expert  witnesses  as  in- 
formed nonpartisans,  rather  than  let 
them  appear  in  the  courtrooms  as 
know-it-alls-for-hire.  But  until  that 
happens,  ser\'ices  like  idex  will  help 
screen  out  frauds  and  incompetents 
that  are  aiding  and  abetting  the  cor- 
ruption of  the  U.S.  legal  system.    ■§ 


For  the  price 

ofoneAViiON7000 
^  can  save  $4,000,000 

(now  thatk  a  lot  of  pizza!) 

Compared  to  a  huge  $4,100,000  mainframe,  the  new  AViiON  7000 

Open  System  gives  you  1 1 7  MIPS  of  mainframe  power-for  a 

starting  price  of  less  than  $100,000.  That  saves  you 

a  lot  of  dough!  How  did  we  do  it"^  rs*^^ 

We  created  a  system       y^t/J/C^'J^^'^^^m 

that  has  a  brain      ■^''^  ^T 

you  can  fit  in  a  pizza  box! 

But  you  get  major 

mainframe  power. 

And  our  new  disk     mrtirs* 

array  technology  / 

can  offer  you  up  to  '  ^ 

48  gigabytes  of 

cost-effective,  fault 

tolerant  storage.  These  terrific 

UNIX-based  systems  support  the  leading  databases. 

business  applications  and  communications  software 

So  if  you  want  to  go  easy  on  your  budget,  call 

1-800-DATA  GEN 

And  then  go  order  a  pizza- 
vou  deserve  it' 
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In  the  adoption  business,  supply  and  demand  are  horribly 
out  of  balance:  Right  now  1  million  American  couples 
want  to  adopt  infants,  but  only  about  1  in  30  will  get 
what  they  want  this  year. 

How  much  is  that 
baby  in  the  window.^ 


By  Lisa  Gubemick 

Karen  is  an  office  manager  for  a  Pitts- 
burgh computer  firm.  Joseph  is  a  local 
environmental  firm  executive. 
They've  spent  the  last  eight  years  plan- 
ning for  a  family,  with  no  success. 
After  years  of  infertility  treatments, 
Karen,  now  40,  had  to  have  a  hysterec- 
tomy. They  decided  to  adopt  a  child. 

Thus  began  a  long,  agonizing  and 
frustrating  experience  for  this  pleasant 
couple.  The  local  Catholic  Charities 
office  told  them  they  would  have  to 
wait  five  years — with  no  guarantees 
even  then.  Karen  and  Joseph  tried 
another  of  the  many  not-for-profit 
adoption  agencies.  No  luck. 

Afi:er  a  year  of  waiting,  they  learned 
from  one  of  the  agencies  that  the  only 
infants  were  either  drug  or  alcohol 
addicted. 

Were  there  any  healthy  babies?  the 
couple  asked.  No,  replied  the  social 
worker.  Karen  and  Joseph  still  don't 
have  their  baby. 

Until  the  Second  World  War, 
foundling  hospitals  and  orphanages 
were  ftill  of  unwanted  infants.  In 
those  days  the  supply  almost  always 
matched  the  demand.  At  the  turn  of 
the  century  birth  parents  advertised 
for  adoptive  parents.  But  that  was 
before  legalized  abortion  and  the  fad- 
ing of  the  old  stigma  on  unwed  moth- 
ers. Today  die  National  Committee 
for  Adoption  estimates  that  a  million 
couples  are  looking  for  children  to 
adopt.  Most  of  their  chances  are  nil. 

There  arc  thousands  of  social-ser- 
vice agencies  in  the  business  of  placing 
unwanted  children,  but  just  250  of 
them  have  most  of  the  action.  Agen- 


do 


cies  handle  about  70%  of  the  business; 
other  intermediaries,  generally  attor- 
neys, handle  the  rest.  But  the  babies 
just  aren't  there.  According  to  the 
National  Committee  For  Adoption, 
the  number  of  adoptions  dropped 
from  89,000  in  1970  to  51,000  in 
1986,  less  than  two-thirds  of  which 
were  infants  (1986  is  the  latest  year 
for  which  figures  are  available).  In 
1989  another  8,000  babies  were 
adopted  from  abroad. 

For  the  1  lucky  baby-seeking  family 
in  30  that  will  get  a  child  this  year,  the 
expenses  will  likely  be  formidable. 
Legal  and  other  fees,  as  well  as  medi- 
cal and  prenatal  expenses  for  a  baby's 
birth  mother,  can  mount  to  as  high  as 
$50,000  for  a  healthy,  Caucasian 
baby.  The  average  figure,  according 
to  California-based  psychologist  and 
adoption  expert  Cynthia  Martin,  is 
around  $20,000.  So  we  have  an  adop- 
tion industry  in  the  U.S.  beginning  to 
approach  $1  billion. 

Under  current  practices,  a  couple 
hoping  to  adopt  a  child  has  two  basic 
choices. 

The  couple  can  sign  up  with  one  of 
the  250  or  so  active  traditional  not- 
for-profit  adoption  agencies — for  ex- 
ample, one  of  the  dozens  of  Catholic 
Charities  across  the  countn,' — and 
hope  that  the  agency  can  find  a  baby. 
The  problem  with  this  is  that  too 
many  of  these  agencies  are  passive,  in 
the  sense  that  they  wait  to  be  ap- 
proached by  pregnant  women  unsure 
whether  they  want  to  keep  their  ba 
bies.  Few  agencies  aggressively  mar 
ket  their  ser\ices  to  vounn  mothers- 


to-be  considering  adoption;  many  are 
still  not  listed  as  adoption  agencies  in 
their  local  yellow  pages.  Virtually 
none  of  the  traditional  agencies  uses 
the  classified  ads.  Given  the  fact  that 
some  unwed  mothers  are  ill-educated 
and  unsure  of  themselves,  many  of 
them  may  be  unaware  that  such  ser- 
vices even  exist. 

There  is  another  problem  with  the 
adoption  agencies.  "Too  many  social 
workers  bend  over  backwards  to  talk 
women  out  of  gi\ing  their  children  up 
for  adoption,"  says  William  Pierce, 
who  heads  the  National  Committee 
for  Adoption,  which  represents  over 
100  not-for-profit  agencies.  In  other 
words,  many  of  these  agencies  do  not 
give  the  mothers  objective,  honest 
ad\ice  but  push  their  own  prejudices. 
This  tendency  limits  the  number  of 
children  whose  prospects  for  a  healthy 
life  might  be  improved  by  being 
adopted. 

According  to  various  adoption  ex- 
perts, just  10%  to  30%  of  the  women 
who  consider  adoption  go  through 
with  it.  The  pull  of  moihcrhixxi  is,  of 
course,  strong,  but  it  may  well  be  that 
many  of  these  yoimg  women  arc  just 
not  aware  of  the  alternatives. 

What  are  the  alternatives  to  tradi- 
tional adoption  agencies  for  would- 
be  parents.'  In  most  states  they  can 
advertise.  "Lo\ing  childless  parents 
seek  he.ilthy  w  hite  bab\ "  is  an  adver- 
tisement frequently  seen  these  dax^s  in 
rural  papers.  But  this  is  a  path  strewn 
with  mine  fields. 

Wtiuld  be  parents  can  exjxxi  crank 
calls,  not  to  mcntit)n  dealing  them 
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^l^HEREVER  YOU  DO  BUSINESS  AROUND  THE  WORLD, 
WE'RE  PART  OF  THE  LOCAL  FABRIC.  At  the  AIG  Companies,  our  biLSiiwss 
takes  us  from  the  canyons  of  Wall  Street  to  the  marketplaces  of  East  Asia  to  the  bazaars  of  the  Middle  East.  But 
there's  more  to  being  global  providers  of  insurance  thanjust  being  a  long  way  from  home.  AIG  traces  its  roots 
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to  Shanghai  in  1919.  and  today  our  network  stretches  across  130  countries  and  jurisdictions.  We  hire  local 
managers  who  understand  the  business  practices  and  needs  oj  their  own  markets.  If  you're  a  multinational 
company  doing  business  in  today  'sjast-changing  workl  you  need  our  unique  global  reach  and  global  experience. 
WORLD  LEADERS  IN  INSURANCE  ANO  FINANCIAL  SERVICES. 

American  International  Group.  Inc..  I)epL  A.  70  Pine  Street.  New  York.  NY  10270. 
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Adoption 


Southwest  Adoption's  president,  James  Medlock 

Should  he  be  allowed  to  make  money  placing  babies? 


selves  with  potentially  explosive  situa- 
tions. E\'en  with  an  adoption  lawyer, 
they  should  walk  with  care.  In  New 
York  State,  adoption  attorney  Sey- 
mour Fenichel  was  disbarred  after 
pleading  guilt\'  to  charges  of  baby 
selling  and  bilking  tens  of  thousands 
of  dollars  from  would-be  adoptive 
parents. 

A  ftirther  problem  with  lawyers  is 
that  while  many  are  well  qualified  to 
handle  the  legal  aspects,  few  have  the 
time  or  talent  or  training  to  handle  so 
delicate  a  matter  with  the  proper  sen- 
sitivity-. Some  attorneys  suggest  that 
their  clients  line  up  as  many  birth 
mothers  as  they  can,  stringing  all 
along  with  encouragement  and  finan- 
cial support  until  they  have  a  baby. 
"Our  lawyer  told  us  to  take  whichever 
baby  came  first,  then  had  his  ofiicc  call 
the  rest  and  tell  them  I  got  pregnant," 
says  one  woman  who  went  through 
the  process  earlier  this  year. 

Is  there  a  better  way? 

Some  people  argue  that  the  whole 
process  would  prove  more  fruitfiil  for 
the  children,  for  the  mothers  and  for 
the  adoptive  parents  if  some  simple. 


sound  business  practices  were  ap- 
plied. Consider  Southwest  Adoption 
Center,  Inc.,  a  for-profit  agency  based 
in  Scottsdale,  Ariz.,  with  an  affiliate  in 
Seattle.  The  center  charges  a  maxi- 
mum $24,500  payable -in -advance 
adoption  fee.  Since  its  founding  in 
1984  Southwest  and  its  affiliate  ha\e 
become  a  $3.5  million  business,  han- 
dling some  150  adoptions  a  year. 
Southwest  was  founded  by  a  lawyer, 
Michael  Sullivan,  who  has  since  left 
the  business,  and  a  onetime  real  estate 
developer  named  James  Medlock, 
who  is  currently  president. 

The  agency  began  as  a  part-time 
adjunct  to  Sullivan's  legal  business, 
but  the  business  snowballed.  'Tt 
quickly  became  clear  that  there  was  a 
need  out  there  for  an  agency  that 
applied  some  simple  business  princi 
pies  [to  adoption],"  says  Medlock. 

In  a  market  where  suppK  falls  far 
short  of  demand,  St)uthwest  markets 
itself  not  to  adoptive  couples  but  to 
the  young  women  considering  gn  ing 
up  their  babies.  The  company  sends 
social  workers  to  local  schools  to  dis 
cuss  adoption  with  high  schoolers. 


Billboards  throughout  the  Phoenix 
area  are  plastered  with  its  ads,  and  the 
"Adoption"  page  of  the  local  yellow- 
pages  has  a  splashy  promotion  for 
Southwest.  There's  even  a  30-second 
television  ad  touting  its  senices. 

Is  this  immoral.'  Is  it  trafficking  in 
babies?  Not  so  long  as  the  mothers 
concerned  get  honest,  unprejudiced 
advice — something  they  are  by  no 
means  assured  from  social  agencies 
with  an  antiadoption  attitude.  Arizo- 
na, like  all  other  states,  t'orbids  the 
outright  bu\ing  and  selling  of  babies. 
But  there's  no  law  against  making  life 
a  bit  easier  for  expectant  mothers. 
Southwest  has  excelled  at  finding  out 
what  birth  mothers  want,  and  then 
providing  it.  "Whatever  the  birth 
mother  wants,  she  gets,"  sun's  Med 
lock.  "She  calls  the  shots." 

Kaihy,  a  23  year  old  university  stu 
dent  in  Arizona,  gave  up  her  baby  for 
a  Stnithw  est  administered  adoption 
last  vear.  She  explains  that  she  first 
w  cut  ti>  a  IcKal  ni>nprofit  agcnc> ,  ask- 
ing w  hat  they  could  do  aUnit  pro\id- 
ing  transportation  to  her  dix.ti>r's  of- 
fice.     The     answer    was:     nothing. 
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Adoption 


Gordon  and  Ruth  Deen  with  son  Joseph  and  adopted  daughter  Ruthie 
They  have  a  picture  album  of  Ruthie's  birth  family. 


"When  I  called  Southwest  they  came 
and  picked  me  up  and  told  me  I  could 
take  a  taxi  whenever  I  needed,"  she 
recalls. 

If  a  young  woman  needs  housing 
while  she  is  pregnant.  Southwest  ar- 
ranges for  potential  adoptive  couples 
to  provide  her  with  room  and  board. 
Southwest  insists  that  the  boarder's 
child  will  never  be  placed  for  adoption 
with  the  family  providing  the  shelter. 
The  families  providing  the  financial 
support  must  wait  their  turn.  Mean- 
while, they  learn  from  the  experience. 


"It  gave  us  some  insight  into  how  it 
feels  to  be  on  the  other  side,"  says 
hopeful  adoptive  parent  Colleen  Ed- 
wards, who  took  in  a  young  woman 
earlier  this  year. 

In  most  cases  the  birth  mother 
wants  some  control  over  and  contact 
with  the  family  in  which  her  child  will 
be  raised.  Not  for  profit  agencies 
generally  don't  gi\c  the  birth  mother 
much  say  in  this.  Southwest  dcKS. 

Jill,  a  20  year  old,  gave  up  her  baby 
for  adoption  last  July  through  South 
west.  Her  first  call  was  to  a  Christian 


adoption  agency.  "I  wanted  to  get 
profiles  of  the  parents  I  would  be 
giving  my  child  to,"  she  explains. 
"But  they  didn't  even  oflfer  me  a 
picture.  I  didn't  want  ongoing  con- 
tact, I  just  wanted  to  know  who  they 
were." 

Southwest  provided  Jill  with  sever- 
al profiles  of  potential  parents  and  let 
her  choose  among  them.  She  picked  a 
couple  where  the  husband,  like  the 
father  of  her  child,  was  born  in  India. 
Jill  met  the  adoptive  parents  just  after 
her  baby  was  born.  No  last  names 
were  exchanged.  "I  just  wanted  to  see 
them,  know  my  son  would  be  okay," 
she  explains. 

Adoptive  parents  often  say  they, 
too,  appreciate  the  contact  with  the 
birth  mothers.  Why.'  In  part  because 
knowing  the  adoptive  family  seems  to 
make  birth  mothers  feel  less  anxious 
and  guilt\'  and  '^o  reduces  the  chances 
that  she  will  change  her  mind  and  ask 
for  her  baby  back. 

Gordon  Deen,  a  Scottsdale,  Ariz, 
neurosurgeon,  and  his  wife,  Ruth,  a 
teacher,  have  an  8 -year-old  son,  Jo- 
seph, and  a  5 -month-old  daughter 
they  call  Ruthie.  They  adopted 
Ruthie  through  Southwest  this  year. 

The  Deens  met  their  daughter's 
birth  parents  the  month  before  their 
daughter  was  born.  They  were  a  mar- 
ried couple  who  already  had  three 
other  children  and  couldn't  afford  a 
fourth.  "I  was  glad  to  meet  them," 
Ruth  says.  "It  was  important  for  me 
to  know  why  she  was  gi\ing  up  her 
baby — and  important  for  her  to  know 
the  baby  was  going  to  a  gocxi  home. 
The  mother  said  she  chose  us  l>ccause 
our  little  boy  looked  so  much  like  her 
sons."  The  Deens  keep  an  album  of 
their  daughter's  birth  family  for  their 
little  girl. 

As  a  business,  Southw  est  knovv-s  the 
importance  of  ha\ing  satisfied  cus 
tomers.  Adoptive  patents  who  lose  a 
child  to  a  mother  who  changes  her 
mind  arc  not  satisfied  customers. 
Southwest  tries  to  minimize  the  po 
tential  for  such  heartache  by  waiting 
until  the  eighth  month  of  pregnane)' 
before  matching  adoptive  parents 
with  a  child,  the  idea  Ix'ing  that  by 
that  time  the  birth  mother  has  had 
ample  time  to  consider  her  decision. 
Still,  Medlock  coiKcdcs  that  50%  of 
the  women  the  compain  has  worked 
with  change  their  minds  after  the 
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Asea  Brown  Boveri 

Aktiengesellschalt  Mannhciiii 


has  sold  lis  50%  interest  in 


Brown  Boveri -York 

Kalte-und  Klimatechnik  CmbU 


to 


York  International  GmbH 

a  whoUy  owned  subs  idian'  of  York  Internationcd  Corporation 


The  undersigned  assisted  in  the  negotiations  and 
acted  as  financial  advisor  to  Asea  Brown  Boveri 


JP  Morgan 
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Adoption 

oaby  IS  bom.  If  an  adoption  does  fall 
through,  Southwcsr*s  clients  arc 
placed  back  in  the  pooi  yxixh  no  finan- 
cial loss. 

Pmatizing  the  adoption  procedure 
probabh'  won^t  increase  the  number 
of  cfaildrcr  available,  but  it  could  well 
lessen  the  chance  of  heartbreak  and 
disappcMntment.  So  v%1i\-  aren't  there 
other  for-profit  adoption  bu^nessesr 
A  big  part  of  the  answer  is  in  the 
cofn(^]dt\  of  state  adoption  lau's.  In 
Arizona,  Southwcst's  home  state,  the 
Inrth  mother  can  sign  relinquishment 
papers  CMih^  72  hours  after  her  child 
has  been  bom.  But  after  that  her 
decision  is  final.  In  Mai>iand,  b\'  con- 
trast, the  mother  can  change  her  mind 
up  to  90  da\-s  after  the  adoptive  par- 
ents have  taken  the  bab>'  home. 

The  kind  of  suppcMT  Southwest 
gKes  its  prospective  birth  mothers 
would  probabh'  be  illegal  in  mam' 
states.  In  North  Carolina,  for  exam- 


ple, virtualh'  any  |>a\"ment  of  a  birth 
mother's  expenses  b\"  adoptive  par- 
ents or  their  agents  is  illegal.  In  Neu- 
York,  individuals  can  adv  ertise  for  ba- 
bies, but  lawyers  cannot.  In  Georgia, 
not-for-prc^t  agencies  can  advertise, 
but  adoption  advertising  by  individ- 
uals or  lavi-y  ers  is  illegal,  punishable  b\- 
a  fine  of  up  to  810,000  and/or  a 
[Hison  sentence  of  up  to  ten  years. 

**Thesc  conflicting  laws  just  dcwi"'t 
make  sense,"  sav^s  Mark  AIcDermott, 
vniio  heads  the  American  Academy  of 
Adoption  Attomev's.  *^Ve  need  uni- 
(onn  l^islation.''  But  Joan  Hol- 
linger,  the  attomev'  drafting  a  uniform 
adoption  statute  for  the  National 
Conference  of  Commissioners  on 
Uniform  State  Lav%^,  doesn't  expect  a 
final  ver»<Mi  until  1993,  at  the  earliest. 

With  more  uniform  rules,  more 
outfits  like  Southwest  could  proba- 
bly function.  And  while  thev-  vnill 
never  replace  the  social -service  agen- 


cies, the  existence  of  this  kind  of 
competition  would  probabh-  force 
nonprofit  agencies  to  adopt  some 
bcner  policies.  At  the  verv-  least,  the 
profitmaking  adoption  companies 
would  provide  a  yardstick  fcK"  the 
nonprofit  ones. 

There  will  ah*  av-s  be  unwanted  ba- 
bies. There  \*ill  alv^av^  be  parents 
eager  for  adopticm.  Anvthing  that  | 
would  ease  the  heartbreak,  the  disap-  | 
pointment  and  the  incfficiencv-  c^the 
process  v%  ould  be  a  blesang. 

Joseph  and  Karen,  the  Pittsburgh 
couple  with  whom  we  began  this 
stor\-,  have  decided  to  tr\-  the  private 
for-profit  route.  This  past  spring  thc\- 
paid  Southwest  its  S24,500  fee;  thev 
hope  thev'  will  finalh*  have  a  bab\'  in 
less  than  a  year. 

"Sure,  it's  expenave,"  sav's  Karen. 
"We  arc  paving  to  accompli^  in  one 
year  what  other  agencies  told  us 
would  take  five  times  that  lone."  ^ 


Precious 
imports 

F  ^igeof 

a:  -  Dabies, 

American  families  were 
importing  an  increasing 
number.  But  in  the  last 
few  years  U.S.  adoptions  of 
foreign  babies  dropped, 
down  to  8,000  in  1989 
fi^om  10,000  in  1987. 
South  Korea  rcmains 


the  major  supplier  of  babies 
to  the  VS.,  but  as  the 
countrv-  has  grown  morc 
pro^)erous  the  numbers 
have  declined  sharph' — 
fixMn  6,200  infants  in 
1986  to  3,552  in  1989. 
The  Korean  government 
has  been  verv'  successful  at 
encouraging  Korean  cou- 
ples to  adopt  children, 
eliminating  the  need  to 
place  infants  abroad. 
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Are  qiuotas  pfeverrting  their  adoptiofi? 


In  the  first  half  of  this 
year  over  2,700  Romanian 
intuits  were  adopted  bv- 
U.S.  femilies.  The  wiell- 
documented  horrors  of 
Romanian  orphanages 
spurred  many  American 
couples  to  start  their 
searches  for  adoptable 
children  in  Bucharest.  But 
the  Romanian  market  has 
been  plagued  with  scam 
artists  and  hucksters. 

Accused  of  baby -sell- 
ing, the  Romanian  govern- 
ment reacted  harshh.-: 
Starting  in  July,  ev  en*  for- 
eign adoption  had  to  be 
cleared  by  a  newlv-  created 
central  agencv-  in  Bucha- 
rest. With  the  new  bureau - 
cracv-  up  and  nmning, 
there  have  been  no  new- 
Romanian  adoptions 
since  July. 

Latin  .\mcrica  has  be- 
come a  growing  source  of 
in^ts,  with  2,352  in 
1989,  compared  with 
1,861  m  1986.  Accord 
ing  to  David  Pilgrim,  a  su- 
pjcrvisor  with  the  Chil- 
dren's Home  Socictv-  of 
Minnesota,  wiiich  spe- 


cializes in  foreign  adop- 
tions, Colombia  is  cur- 
renth-  the  easiest  country-  to 
adopt  fix)m,  Peru  the 
most  difficult. 

"Gcnerallv-  speaking/^ 
sav-s  Pilgrim,  "the  more  sta- 
ble a  nation's  govern- 
ment and  the  economy,  tfac 
more  stable  the  adoption 
process." 

There  were  677  chil- 
dren adopted  out  of  India 
in  1989  and  nearlv-  50% 
less  in  1990.  The  reason? 
Unfortimately,  it's  not 
that  the  number  of  childrcn 
needing  adoption  de- 
creased. The  Indian  gov- 
ernment has  been  enfr-: 
ing  quotas  on  Indian  ..  _ . 
dcs,  limiting  the  number 
of  babies  who  can  go 
abroad. 

"The  Indian  govxm- 
ment  w  ould  strongh  pHrfcr 
that  the  children  be 
adopted  there,"  sav-s  Pil- 
grim. "Unfortunaieh.-, 
w  hat's  happening  is  that 
too  many  childrcn  who 
might  be  placed  abroad  arc 
simplv  sta\Tne  >"  orphan - 
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The  Equitable  Life  .Assurance 
Society  of  the  United  States 

has  placed 

$250,000,000  surplus  notes 
$750,000,000  secured  notes 

which  are  e,rchangeable  for  common  stock 
upon  the  demutua/ization  of  The  Equitable,  with 

AXA 


The  undersigned  acted  as  a  co-financial  advisor  to 
The  Equitable  in  this  transaction 
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A  new  economic  grouping  is  emerging  in 
Central  Europe  that  is  eager  to  buy  practically 
everything  America  has  to  sell. 
Naturally  the  Western  Europeans  are  worried. 

Welcome  to  the 
dollar  bloc 


By  Peter  Fuhrman 

DON'T  BE  MISLED  by  all  the  tales  of 
economic  gloom  in  Poland,  Hungary 
and  Czechoslovakia,  as  those  coun- 
tries probe  their  ways  toward  market 
economies.  Statistically,  it  is  true, 
their  national  incomes  will  contract 
by  5%  to  10%  this  year.  But  these 


declines  simply  reflect  the  closure  of 
old  socialist  industries — the  write- 
down, as  it  were,  of  obsolete  plant, 
equipment  and  inventory.  What  the 
figures  don't  disclose  is  the  explosion 
in  consumer  spending  and  investment 
now  under  way  in  the  Central  Euro- 


pean countries. 

Arising  from  the  ashes  and  debris  is 
a  Central  European  Community'.  A 
primary  market  of  65  million  con- 
sumers— with  another  245  million  in 
the  wings  in  Bulgaria,  Romania,  Rus- 
sia, the  Baltics  and  the  Ukraine — the 
CEC  is  pro-America,  pro-free  trade 
and  very  pro-dollar.  The  exchange 
rates  for  these  three  countries  are 
pegged  to  the  dollar,  either  formally 
by  their  central  banks  or  informally  by 
the  (no  longer  black)  market. 

This  has  real-world  consequences: 
Wherever  the  dollar  is  king  and  mar- 
kets are  open,  as  in  most  OPEC  coun- 
tries and  parts  of  Latin  America,  U.S. 
merchandise  exports  tend  to  do  best. 
Through  the  first  half  of  this  year, 
U.S.  exports  to  Poland,  Czechoslova- 
kia and  Hungary  are  up  by  85%  over 
the  same  period  a  year  ago,  to  a  total 
S464  million  (see  chart,  p.  102). 
Though  this  is  fi-om  a  low  base  (U.S. 
exports  to  South  America  run  to  S15 
billion  a  year),  this  growth  outstrips 
that  of  U.S.  exports  to  any  other 
region.  Also,  given  how  much  U.S. 
merchandise  is  being  imported 
through  unofficial  channels,  these 
trade  statistics  undercount  the 
growth  in  U.S.  exports  to  the  region. 

Even,'  day,  trains  and  cars  ft-om 
Berlin,  Brussels  and  Vienna  arrive  in 
Warsaw,  Budapest  and  Prague  stuffed 
with  Apple  computers,  Sony  tape 
players,  Lexi  jeans.  Some  of  the  goods 
remain.  Some  move  east  along  new 
trade  routes  that  extend  into  former 
Soviet  territor\-.  On  the  train  fi-om 
Warsaw  to  Vilnius  in  Lithuania,  for 
example,  passengers  set  up  cardboard 
counters  to  sell  electronic  gcxxls  and 
clothing.  Others  bargain  all  night 
with  one  another  and  the  conductors. 
Medium  of  exchange:  dollars. 

In  Poland  alone  it's  estimated  there 
is  at  least  S8  billion  in  L^.S.  currcnc)'  in 
circulation  as  a  parallel  currency  with 
the  zlot)'.  Poland's  40  million  citizens 
have  another  S30  billion  or  so  stashed 
in  private  bank  accounts  inside  and 
outside  Poland.  Phc  Polish  central 
bank  just  issued  $5.5  billion  of  its  o>vn 
dollar  dcntiminatcd  Treasury  sttxrk 
tt)  Polish  customers.  Ihese  Polo-dol- 
lars further  enhance  Poles'  confidence 
in  their  countn  's  finances. 

Walk  around  Warsaw's  Marszal 
kowska  Street,  the  cit>'s  main  shop 
ping  area,  and  the  shops  and  .sidewalk 


100 


Forbes  ■  CXiobcr  14,  1991 


Internalional  Business  Machines 
Corporation 


has  sold  its  lnJonn(dion  hoducls  Business  to 


Clayton  &  Dubilier,  Inc. 


The  luidersiirned  acted  as  co -financial  adrisor 
to  hilernational  Business  Machines  Corporation 
in  this  transaction 


J  P  Morgan 


©  IVH  J  I' \l-»Try,  \  ( ' 


3entral  European  Ck)niniimity 


U.S.  is  selling  more  than  democracy 


January  to  June  1990     Hi  January  to  June  1991 


Japanese 
exports 


-$250 


-   200 


6 


Poland         Hungary   Czechoslovakia         Poland         Hungary  Czechoslovakia 


Gennany,  wWi  its  strength  in  industrial  exports, 
remains  the  CEC's  largest  trading  partner.  Consumers' 
cash  is  driving  much  of  the  growth  in  dollar^lenominat- 
ed  exports  from  the  U.S.  and  Japan. 


stalls  are  crammed  with  Procter  & 
Gamble  detergents,  Reebok  sneakers, 
Mobil  motor  oil,  Estee  Lauder  cos- 
metics. Down  one  side  street,  ciga- 
rette sellers  hawk  cartons  of  Marl- 
boros,  made  in  the  U.S.  but  without 
tax  stamps,  for  S9.50 — far  cheaper 
than  am-where  else  in  Europe.  One 
can  pay  in  dollars  or  zlot\'S — or  for 
that  matter,  rubles:  The  exchange  rate 
between  the  zlot\'  and  the  ruble  is 
fixed  against  a  dollar  peg.  (Current 
rate:  SI  =  11,000  zlot>s  =  35  rubles.) 

It's  not  just  sneakers  and  software 
that  are  selling.  The  U.S.  is  strongest 
where  Central  Europe  is  weakest — in 
services.  The  largest  operator  of  res- 
taurants and  food  retailing  shops  in 
Hungan'  is  majorit\'-owned  and  man- 
aged by  George  Hemingway,  a  44- 
year-old  Hungarian-born  Califor- 
nian.  (His  eponymous  holding  com- 
pany is  quoted  on  the  Vienna  Stock 
Exchange.)  American  Express'  travel 
office  in  Warsaw  has  been  besieged 
since  it  opened  in  June.  Poles  want 
AmEx's  charge  card,  though  in  many 
cases  the  applicant  is  really  a  company 
looking  to  use  the  card  as  a  form  of 
dollar  based  commercial  credit. 

American  films,  videos  and  record- 
ed music  are  cven.Avherc.  U.S.  ac 
counting    firms — Arthur    Andersen, 
Ernst    &    Young,   Coopers    &    Ly- 


brand — are  ha\ing  a  field  day  in  Cen- 
tral Europe,  acting  as  auditors  to  local 
companies,  adxisers  to  governments 
on  new  tax  statutes  and  investment 
bankers  for  Western  firms  hunting  for 
assets.  Big  Wall  Street  firms — includ- 
ing Goldman,  Sachs,  Morgan  Stanley 
and  First  Boston — are  active  in  the 
region.  Major  Madison  Avenue  ad- 
vertising agencies  are  also  in  the 
chase,  led  by  Young  &  Rubicam, 
which  has  offices  up  and  running  in 
Budapest,  Prague  and  Warsaw. 

"The  three  Central  Europ>ean 
countries  are  soaking  up  ever\thing 
we  can  deliver,  and  overall  sales 
should  double  again  this  year  to  SSOO 
million,"  says  Jakob  Schmuckli,  presi- 
dent of  Sony  Europe.  "But  all  this  has 
been  achieved  without  any  real  ad\er- 
tising  effort,  which  we're  only  just 
beginning." 

Admirably,  these  newly  emergent 
democracies  are  showing  less  willing- 
ness to  go  on  protecting  their  own 
industries  in  the  European  Commun 
it>'s  fashion,  with  quotas  and  Itxal 
content  rules.  Of>cn  markets  mean 
open  season  for  U.S.  and  Japanese 
capital  gcxxis  exporters.  In  C'cntral 
Europe,  U.S.  computer  companies 
like  IB.M  and  Compaq  and  Japan's  Nvc 
arc  trouncing  their  Western  Europe 
an  countcqtarts.  Likewise  in  tclccom- 


-  munications.  AT&T  is  regularly 
I  thwarted  in  its  efforts  to  sell  switching 
I  equipment  in  protectionist  Germany 
and  France,  but  has  w alked  away  with 
valuable  contracts  in  Poland.  GTE  is 
building  a  cellular  telephone  s\'stem 
in  Hungar>'. 

A  question  mark,  however,  hangs 
over  the  issue  of  free  trade  in  automo- 
biles. For  now,  Polish  and  Czech 
markets  are  effectively  monopolized 
by  domestic  car  producers  tied  to 
Western  European  firms.  In  Poland, 
FSM  is  affiliated  with  Italy's  Fiat.  In 
Czechoslovakia,  Skoda  is  now  owned 
by  Germany's  Volkswagen.  There  are 
no  formal  government  promises  ( yet ) 
to  keep  Poland  and  Czechoslovakia 
closed  to  imports.  But  Fiat  and  Volks- 
w  agen  will  push  hard  to  remain  the 
privileged  providers.  (In  Hungar>', 
which  ne\  er  had  a  domestic  automo- 
bile industrv',  the  gates  have  been 
thrown  open.) 

Western  Europe's  carmakers  fear 
that,  left  to  their  own  fi-ee-trade  de- 
vices, the  Central  European  countries 
could  become  a  back  door  through 
which  Japanese-made  cars  might 
flood  into  Western  European  mar- 
kets. To  bar  such  competition,  Euro- 
pean Communitv'  bureaucrats  are 
now  hinting  that  the  Central  Europe- 
ans may  have  to  agree  to  limit  Japa- 
nese car  production  and  imp>orTs  if 
they  w  ant  someday  to  pass  muster  as 
applicants  for  membership  in  the  EC. 
Such  an  EC-imf>osed  trade  restric- 
tion would  put  the  Central  Europ>ean 
countries  in  a  bind:  They  need  free 
access  to  Western  Europ>ean  markets, 
especially  for  their  food  products.  But 
they  know  in  their  heart  of  hearts  that 
they  also  need  as  free  as  f>ossible  trade 
and  investment  to  achieve  swift  ceo 
nomic  renewal. 

It  all  amounts  to  a  most  provocative 
exfHrrimcnt  in  postcommunist  politi- 
cal economy.  The  Western  Europeans 
hope  to  maintain  their  comfortable 
standard  of  living  and  defend  many  of 
their  least  competitive  industries  with 
subsidies  and  trade  barriers.  The  Cen 
tral  Europeans  need  to  impnnc  their 
material   conditions,   and   arc   con 
vinced  that  t>pcn  trade  and  invest 
ment  policies  offer  the  only  hope  of 
doing  that.  Stasis  versus  cKnamism: 
Whichever  wins  will  have  a  profound 
impact  on  the  cct>nomic  hiturc  of 
Eun>pc.  ^ 
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A  wealthy  man  gave  his  mistress  and  her 
twin  sister  cash  and  gifts  worth  $4  million. 
The  IRS  said  the  cash  was  taxable  income, 
and  the  ladies  ended  up  in  jail. 

Business  or 


pi 


i 


easvuret 


"It  WAS  HELL,"  says  Lynnette  Harris. 
Her  identical  min  sister,  Leigh  Ann 
Conley,  agrees:  "Each  minute  in  jail 
felt  like  a  day.  I  nearly  lost  my  mind." 

The  t\vo  are  now  rejoicing  after  a 
resounding  \ictor\'  in  the  Seventh 
Circuit  Court  of  Appeals  in  Chicago, 
in  one  of  the  most  bizarre  tax  cases  in 
years.  It  revolves  around  whether  a 
man's  payments  to  his  mistress  (Har- 
ris) and  her  sister  (Conley)  were  tax- 
able compensation  for  sexual  favors 
and  companionship  or  gifts  to  a  lover. 
On  appeal,  the  two  women  were 
found  innocent  of  criminal  tax  eva- 
sion, but  during  the  appeals  process 
each  spent  months  in  jail —  Conley  in 
maximum  securit)'.  Civil  cases  by  the 
IRS  against  the  two  are  still  pending. 

"I  find  it  absolutely  extraordinar\ 
that  the  iRS  and  Justice  Department 
spent  so  much  taxpayers'  money  and 
time  on  this,"  says  Gerald  Portney,  a 
former  top  iRS  official  now  with  rpmg 
Peat  Manvick. 

The  stor\'  begins  in  late  1980.  x\t 
that  time  the  comely  blonde  twins, 
then  26,  had  a  sort  of  sister  act:  They 
modeled  together  in  their  native  Mil- 
waukee; appeared  together  in  Playboy 
photo  features  twice;  and  acted  to- 
gether in  a  grade  B  movie. 

Then  Harris  met  David  Kritzik,  a 
Milwaukee  businessman  whom  the 
appeals  court  called  "a  wealthy  wid- 
ower partial  to  the  company  of  young 
women."  According  to  press  reports, 
Kritzik,  then  around  80,  was  rich 
from,  among  other  things,  selling  a 
firm  that  included  the  discount  chain 
Treasure  Island  to  J.C.  Pennev  for 
$14  million  in  1962. 

Kritzik  showered  Harris  with  jew 
els,  fiif,  a  house  and  renovations,  and 


Lynnette  Harris 

From  Playboy  to  jail  cell. 


cash.  When  he  wasn't  in  Milwaukee, 
she  regularly  dropped  by  his  office  to 
pick  up  a  check.  Altogether  Kritzik 
gave  her  money  and  objects  worth  an 
estimated  $3  million.  Kritzik  also  de- 
veloped a  close  relationship  with  sister 
Conley,  to  whom  he  made  presents 
worth  around  SI  million.  The  twins 
say  he  did  so  partly  because  his  atVair 
with  Harris  disrupted  Conley 's  nuxi- 


eling  and  acting  career. 

The  cash,  the  iRS  decided,  was  p 
ment  to  the  two  women  for  sex' 
favors  and  companionship  and  tl 
was  taxable  income  to  them.  It  ( 
not  constitute  gifts  from  a  lover, 
gued  the  taxmen,  but  was  more  1  ■ 
earnings  from  prostitution.  The  : 
thorities  then  went  after  the  worn 
for  some  S450,000  in  back  taxes, p 
interest.  According  to  Aaron  Stai 
bin,  Conley's  Milwaukee  attom 
the  government  urged  Conley  to  t( 
tift'  against  her  sister.  Assistant  U 
Attorney  Mel  Johnson,  \%"ho  pro: 
cuted  the  case  against  the  wom€| 
won't  comment  on  this  issue. 

Harris  and  Conley  were  comict 
of  tax  fraud  by  a  jur\'  in  1990.  But  t 
government  had  managed  to  exdui 
from  e\-idence  a  crucial  series  of  lo 
letters  Kritzik  wrote  Harris.  The 
letters  were  one  basis  for  the  appe; 
court's  reversal  of  her  comiction. 

The  tax  law  distinguishing  betwec 
payments  tor  sex  and  gifts  betwe<| 
lovers  is  unclear.  But  the  appeals  con 
held,  in  effect,  that  what  mattered 
Harris'  case  was  Kritzik's  intentior 
and  her  perceptions  of  them.  Kritzik 
love  letters  helped  comince  the  ecu 
that  she  was  reasonable  to  assume  tl 
payments  were  gifts.  In  Conley's  ca&| 
the  court  said,  the  exidence  \\as  sin 
ply  insufficient.  Therefore  the  sistc ' 
weren't  guilts'  of  a  crime. 

Before  he  died  in  June  1989,  Kn 
zik  did  give  the  IRS  a  statement  that  I 
hadn't  meant  the  payments  to  I 
gifts.  But  the  courts  excluded  th 
from  e\idence,  perhaps  because  it  a; 
peared  self-ser\ing. 

WTiy  self-ser\ing.-  Because  Kritz 
might  have  realized  that  if  the  monc 
he  ga\  e  the  women  really  were  a  gjt 
then  he  could  be  guilt\-  of  not  filin 
and  pa\-ing  appropriate  gift  taxes. 

Philanderers  taJ<e  note:  You  can 
have  it  both  ways.  Payments  such  . 
those  the  twins  got  are  taxable  drhi 
as  income  to  the  recipient  ^ar 
amount)  or  as  cifts  bv  the  dont 
(unless  below  SU),000'a  year).  Th 
taxman  must  get  his  due. 

If  the  IRS  were  brash  enough  t 
rexerse  its  stated  position,  this  coul 
present  a  big  tax  problem  for  Kritzik 
estate,  which  is  still  open.  The  prob 
lem:  F.ach  taxpayer  gets  onl 
S600,000  worth  ot  cumulative  e> 
emption  fri>m  gift  and  estate  raxes.  Ii 


104 


Forbes  ■  October  14, 1^*^ 


At  J.I*  Vlorjjan,  success  is  measured  iis  iiuich  bv  the  deals  we  doiil  do.  as  h\  ihe  deals  ue  do. 


J  P  Morgan 


c  jw*i  ( f  I 


Leigh  Ann  Conley 
Partner  in  a  non-crime. 


theory,  the  gifts  that  Kritzik  made  to 
the  sisters  would  be  included  in  Krit- 
zik's  estate. 

The  government  hasn't  signaled 
whether  it  will  petition  for  a  rehearing 
of  the  case,  take  it  to  the  Supreme 
Court  or  let  the  matter  drop.  The 
sisters,  meanwhile,  are  trying  to  re- 
cover from  their  time  in  jail,  which  the 
appeals  court  called  "an  injustice." 

The  larger  question  is:  Why  did  the 
IRS  pursue  this  case  to  the  hilt?  In 
choosing  criminal  tax  cases,  it  looks 
for  maximum  publicity,  but  here  it  has 
risked  looking  both  repressive  and 
ridiculous.  Why  pick  an  area  of  the  law 
that  is  totally  muddled? 

As  the  court  noted,  there  are  no  tax 
regulations  detailing  what  is  sex  for 
business  and  what  for  pleasure  with 
mistresses — unlike,  say,  the  rules  that 
govern  whether  home  appliances  can 
be  charged  to  a  company  account. 
The  appeals  court  judge  also  suggest- 
ed that  the  taxmcn  would  have  done 
better  had  they  gone  after  Harris  for 
more  than  $100,000  of  bogus  reno- 
vation costs  that  Kritzik  reimbursed 
her  for.  This  money  was  clearly  unre- 
ported taxable  income,  yet  the  iRS 
failed  to  pursue  this  issue. 

"Maybe,"  mutters  former  iRS  offi- 
cial Portney,  "this  means  they  [the 
IRS  J  will  make  Johns  issue  1099  forms 
to  prostitutes  reporting  income  they 
paid  them.  Or  ask  recipients  about 
gifts,  so  donors  can  be  checked.  But 
we'll  have  to  have  exemptions  for 
weddings  and  showers. 

"What  next?"  wisecracks  Portney. 
"MUP?  The  Mistress  Underreporting 
Program?"  -L.S.  ■■ 
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Warren  Hellman  and  Tully  Friedman  soured 
on  Wall  Street  early  and  went  on  to  become 
two  of  the  country's  most  sought-after 
financial  advisers  and  investors. 

Wall  Street 
refugees 


By  John  H.  Taylor 

Earlier  this  year  when  BankAmer- 
ica  Corp.  was  plotting  the  largest 
bank  acquisition  in  histor)',  it  quiedy 
turned  to  San  Francisco- based  Hell- 
man  &  Friedman.  Did  the  tiny  invest- 
ment bank  think  acquiring  Security' 


Pacific  made  strategic  sense?  It  did,' 
and  BofA  went  ahead  with  the  merg 
er,  which  is  expected  to  be  consum- 
mated early  next  year. 

Similarly,  when  Chicago  centimil- 
lionaire  Sam  Zell  was  looking  for  a 
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He's  the  man  that  people  in  the  know  turn  to  for  good  advice. 
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the  FAiropean  and  Australian  over-the-counter 
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"We  were  scared  to  death  of  the  1980s." 


partner  and  investor  in  his  Great 
American  Management  &  Invest- 
ment Inc.  last  year,  he  made  one 
call — to  Hellman  &  Friedman,  which 
bought  18%  of  Zell's  company  for 
S50  million  and  took  two  seats  on  the 
company's  board. 

If  you  have  never  heard  of  Hellman 
&  Friedman,  join  the  crowd.  In  a 
story  about  the  Bank  of  America/Se- 
curity Pacific  deal  last  summer,  even 
The  Wall  Street  Journal  identified 
Hellman  &  Friedman  as  a  law  firm. 

Actually,  it  is  a  very  small,  very 
profitable  investment  bank  with  only 
30  employees  and  nine  partners.  Yet 
its  clients  include  companies  like  Levi 
Strauss,  (^lorox,  Hewlett-Packard, 
Magma  Power  and  BankAmerica.  In- 
vestors in  deals  the  firm  has  put  to- 
gether range  from  Houston  money 
manager  Fayez  Sarofim  and  venture 
capitalist  Arthur  Rock  to  AT&T,  Stan- 
ford University  and  ('base  Manhattan 
Bank.  The  firm's  clients  pav  retainers 
of  $3()(),()()()  to  $4()(),()()6  annually 
for  the  firm's  advice.  They  pay  extra  to 
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employ  the  firm  to  negotiate  acquisi- 
tions or  sales. 

The  firm  was  founded  seven  years 
ago  by  two  Wall  Street  refijgees,  War- 
ren Hellman,  now  57,  and  Tully 
Friedman,  49.  Hellman,  the  great- 
grandson  of  the  founder  of  the  prede- 
cessor of  Securit)'  Pacific  Bank,  grew 
up  in  a  prominent  San  Francisco  fam- 
ily. After  graduating  from  Har\ard 
Business  School  in  1959,  he  joined 
Lehman  Brothers,  where  his  lather 
once  worked. 

At  27,  Hellman  was  the  youngest 
partner  in  Lehman  histor\-.  In  1972, 
at  age  38,  Hellman  became  Lehman's 
president.  Bored  by  administration, 
he  quit  in  1977  to  start  a  venture 
capital  firm  in  Bt)ston. 

Friedman  is  from  an  altogether  dif- 
ferent background.  The  son  of  a  Rus- 
sian emigre  who  nuned  to  Kenosha, 
Wis.  during  the  1917  revolution, 
Friedman  joined  Salomon  Brothers  in 
1970  and  nuned  tt)  the  firm's  San 
Francisco  ofiice  in  1971 .  At  the  time, 
most  investment  banking  firms  had 


one  or  two  senior  people  on  the  West 
Coast  to  scout  for  business.  If  they 
found  something  promising,  the  part- 
ner would  call  in  the  big  guns  ft-om 
New  York.  Friedman  changed  all  that, 
by  hiring  a  dozen  or  so  people  on  th^i 
West  Coast  who  could  put  deals  to-  i 
gether  on  their  own.  i 

Hellman    and    Friedman    met   in 
1981,   after   Hellman   moved   from 
Boston  back  to  San  Francisco.  They 
discovered  they  shared  a  disenchant- 
ment with  the  changes  occurring  in 
investment  banking.  No  longer  did 
the  firms  keep  a  list  of  valued  clients 
for  whom  they  provided  advice.  Now^ 
everything  was  fee-driven.  As  Fried- 
man  puts  it:   "In  the    1980s,  Wall  j 
Street  became  like  a  doctor  whose  j| 
cure  for  ever\'  problem  was  the  most  •! 
expensive  treatment  available."  * 

They  decided  to  set  up  a  firm  de-  I 
voted  to  pro\iding  ongoing  ad\isor)'  * 
ser\'ices  and  investing  for  their  owti  ^ 
account.  They  made  an  odd  team:  || 
Hellman,   a   fanatical    long-distance 
runner  and  ski  racer;  and  Friedman,  ', 
the  president  of  the  San  Francisco 
Opera,  whose  idea  of  a  pleasant  eve-  \ 
ning  is  to  curl  up  with  a  good  novel. 
Odd,  but  highly  effective. 

"When  you  talk  to  Warren  or  Tully, 
it  is  like  stepping  back  to  another  era 
when  people  stood  for  something," 
says  Levi  Strauss  Chief  Executive 
Robert  Haas,  for  whom  Hellman  & 
Friedman  handled  one  of  the  most 
successfiil  leveraged  buyouts  in  histo- 
ry. "They  don't  tn*-  to  sell  you  a 
product.  They  gi\e  you  good  solid 
advice  without  any  varnish." 

The  firm's  first  big  break  came  in 
late  1984  when  Haas,  a  distant  rela- 
tive of  Hellman's,  called  to  ask  the 
firm  to  do  an  analysis  of  Lexi  Strauss' 
financial  strategies.  0\er  the  years, 
the  company,  then  publicly  owned, 
had  consistently  generated  excess 
cash  rtow ,  but  the  acquisitions  it  made 
with  the  cash  ne\er  matched  the  re 
turns  on  the  company's  jeans  busi- 
ness. "The  more  we  looked  at  it,  the 
more  we  agreed  that  going  private 
was  the  best  use  of  the  excess  cash 
fiow,"  Hellman  says. 

This  was  not  the  news  Haas  had 
hoped  to  hear.  He  feared  that  by 
making  a  public  tender  offer,  his  fam- 
ily, w hich  owned  roughly  40%  i>f  the 
sttKk,  would  risk  losing  the  company 
to  a  higher  bidder.  He  also  trctted 
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The  Stroh  Brewery  Company 


has  sold  its  31.6%  interest  in  the 


Cruzcampo  Group 


to 


Guinness  PLC 


This  sale  included Stroh^s  28.4%  holdings  in 

La  Cruz  del  Campo,  S.A.  and 

30%  holdings  in  Henninger  Espanola,  S.A. 

J.P.  Morgan  Espana  S.A.  acted  as  financial  advisor  to 
The  Stroh  Brewery  Company  in  this  transaction 


J  P  Morgan 


O  IVtUFMofjimt,  Co  Intarporrw^t 
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Hellman  &  Friedman 

that  the  $1.7  billion  in  new  debt 
would  cripple  Levi. 

Hellman  and  Friedman  argued  that 
Levi's  cash  flow  provided  more  than 
enough  money  to  pay  its  debt  even 
without  any  improvement  in  the  busi- 
ness. Haas  remembers  the  situation 
was  "scary."  But  the  family  agreed  to 
Hellman  &  Friedman's  plan. 

Haas'  only  moment  of  trepidation 
occurred  shortiy  before  the  buyout 
was  to  be  announced,  when  Hellman 
left  town  to  train  for  a  100-mile  race 


Not  only  has  the  acquisition  debt 
been  retired,  but  the  company  has 
been  generating  record  earnings.  The 
company's  shares,  about  92%  of  them 
in  the  hands  of  the  family,  are  worth 
nearly  $3  billion.  Hellman  &  Fried- 
man, which  received  about  1.3  mil- 
lion shares  in  addition  to  a  $7  million 
fee  for  the  deal,  now  owns  Levi  stock 
worth  upwards  of  $60  million. 

From  this  one  might  expect  that 
Hellman  and  Friedman  would  have 
styled  themselves  as  lbo  experts  and 


Hellman  competing  in  ride-and-tie 

Given  the  choice  between  worli  and  a  race,  he'd  probably  pick  the  race. 


through  the  Sierra  Nevada  Moun- 
tains. "I  was  apoplectic,"  Haas  re- 
calls. "I  kept  saying  to  Tully,  'This  is 
the  most  important  thing  this  compa- 
ny and  my  family  will  ever  do.  If  he 
goes  over  the  cliff  in  the  middle  of  the 
night,  this  whole  deal  could  go  down 
the  tubes.'  Tully  told  me,  'Bob,  don't 
ask  Warren  to  choose  between  you 
and  the  race.  You  probably  won't  like 
his  answer.'  " 

Hellman  survived  (though  he  did 
crack  his  ribs  in  the  same  race  a  year 
later)  and  the  deal,  completed  in  Au- 
gust 1985,  became  a  case  study  of 
how  a  leveraged  buyout  should  work. 


gone  on  to  orchestrate  a  series  of 
lucrative  deals.  In  fact,  Levi  Strauss 
was  the  only  large  leveraged  buyout 
the  firm  ever  did.  Spooked  by  rising 
prices  as  the  1980s  wore  on,  and  the 
rosy  earnings  projections  needed  to 
justif\'  these  prices,  the  firm  elected  to 
sit  on  the  sidelines.  Even  after  raising 
$325  million  for  an  investment  pool 
in  1987,  Hellman  &  Friedman  invest 
ed  only  25%  of  it  by  the  end  of  1989. 
Most  of  that  went  into  preferred  stock 
of  American  President  C'os.,  the  Oak- 
land based  containeri/ed  shipping 
company. 

"We  were  scared  to  death  i>f  the 


1980s,"  Friedman  recalls.  "What 
puzzled  us  was  how  all  the  rules  could 
suddenly  be  thrown  out." 

Patience  is  often  its  own  reward. 
Not  only  have  prices  plummeted  for 
many  properties,  but  capital  has  large- 
ly dried  up — but  not  at  Hellman  & 
Friedman.  In  recent  years  Hellman  & 
Friedman  has  been  investing  heavily 
in  closely  held  and  private  companies 
ranging  from  Walk- Over,  a  Massa- 
chusetts-based shoe  manufacturer,  to 
Zell's  Great  American  Management. 
The  firm  recendy  raised  S500  million 
for  a  second  fiand  and  is  joining  Aus- 
tralian billionaire  Kerry  Packer  and 
Canadian  publisher  Conrad  Black  in  a 
bid  for  John  Fairfax  Ltd.,  the  giant 
Australian  publisher.  It  may  also  sur- 
face with  Zell  and  former  Geico  exec- 
utive Jack  Byrne  to  jointiy  bid  for 
Executive  Life,  the  failed  insurer. 

"These  are  not  the  kinds  of  guys 
who  make  an  investment  and  call  you 
up  once  a  month  to  see  how  it's 
doing,"  says  Marc  Nathanson,  the 
chief  executive  of  Falcon  Cable  Tele- 
vision, with  whom  the  firm  commit- 
ted $50  million  in  1989  for  cable 
acquisitions.  "They  go  to  the  banks 
with  us.  They  give  us  advice  on  acqui- 
sitions, go  to  our  corporate  retreats. 
It's  hard  to  find  partners  you  trust  and 
feel  confident  going  into  battie  with, 
but  these  guys  are  it." 

There  are  no  signs  the  partners  are 
slowing  down.  Friedman  criss- 
crossed the  countn-  throughout  the 
spring  and  summer  raising  the  $500 
million  for  the  firm's  new  investment 
pool.  Hellman  still  rises  at  4:30  each 
morning  for  his  daily  jog,  then  puts  in 
a  good  ten  hours  at  the  ofiice.  His 
current  passion  is  a  w  acky  e\  ent  called 
a  "ride-and-tie,"  a  20  to  40-mile 
race  in  \\  hich  one  panner  takes  ofton 
foot,  the  other  on  horseback  and  the 
two  alternate  back  and  forth  over  the 
duration  of  the  race. 

What  keeps  them  going?  Replies 
former  BankAmerica  dealmakcr  and 
Fxecutive  X'ice  President  Stephen 
McLin,  a  longtime  triend  of  Fried- 
man's: "Tully  and  Warren  want  to  be 
thought  of  as  real  plavers  who  make  a 
k)t  of  money  for  their  partners  and  for 
themselves,  but  w  ho  absolutely  rcftisc 
to  dt>  it  in  a  way  that  hurts  their 
reputations."  Hxpcct  to  hear  more 
fr(>m  (his  well  capitalized  pair  of  Wall 
Street  refugees.  ^ 
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Why  clients  select  J.R  Morgan  for  M&A. 


1.  Advice  that  is  totally  objective.  Kalher  than  promote  merger  arul  accjuisition 
transactions  simply  to  generate  fees,  we  become  a  strategic  financial  acK  isor. 
bringing  a  relationship  focus  to  a  transactional  business.  If  a  transaction  is  not 
clearly  in  a  client's  best  interests,  we  will  recommend  against  it.  Our  clients  expect 
and  get  from  us  objective  advice,  based  on  a  tliorough  knowledge  of  their  needs 
and  goals. 

2.  Research  free  from  conflict  of  interest,  (^ood  financial  advice  recjuires 
fundamental  research  on  a  global  basis.  Morgan  Guaranty's  financial  adv  isory 
staff  of  120  analysts  is  based  in  all  the  major  financial  markets  worldwide.  Ihese 
analysts  support  Morgan's  M&A  and  corporate  finance  activities.  Fhey  do  not 
provide  research  to  institutional  investors  to  generate  brokerage  commissions. 

3.  In-depth  international  capabilities.  Research  and  execution  today  must 
reflect  the  growing  interdependence  of  global  capital  and  industrial  markets. 
Morgan  has  always  been  an  international  firm  with  a  major  presence  in  the 
world's  financial  centers.  Ihis  international  dimension  -  and  our  worldw ide  client 
base  —  further  distinguish  us  from  other  firms  offering  M&A  services. 

4.  Complete  range  of  M&A  services.  They  include:  advising  public  and  private 
companies  on  prospective  acquisitions,  partial  or  total  divestitures,  tax-free 
spinoffs,  joint  ventures,  restructurings,  and  recapitalizations:  furnishing  a  varietv 
of  services  under  defensive  retainers;  acting  as  dealer  manager  for  cash  tender 
offers;  providing  fairness  opinions;  and  acting  as  advisor  and  ecjuitv  invt^sioi-  in 
leveraged  buyouts. 

5.  Compensation  based  on  added  valne.  We  structure  our  fees  to  match  each 
client's  specific  strategic  objectives.  Our  compensation  is  tied  directlv  to  the  value 
we  add.  I  his  means  we  compete  for  M&A  business  on  the  basis  of  [XM-formance 
(tiid  price. 

We've  set  our  sights  on  being  the  world's  leading  M&A  advisor,  and  that's  why 
we're  changing  the  way  this  business  is  done. 


J  P  Morgan 


C  I'fllJI'  l(i<o(i<'<  A  f  "  limiqm»yrtfM 


+ 


HOW  WILL  BEING  A  PLAYER  IN  THE  WORLD'S  LARGEST  MARKETPLACE 

CHANGE  YOUR  BUSINESS? 


A7).S'  /,v  (I  yf^islcml  li/idoiifiiii  of  Elect  wiin  Daht  S\\lnii\  ('.or/xmilioii.    v^  IWI  l'J)S 


The  treaty  with  Mexico  that  will  complete  the  world's  largest  free  trade 
zone  is  near.  Many  businesses  are  shifting  focus  to  address  the  expanded 
opportunities  and  intensified  competitive  pressure  that  free  access  to  364 
million  consumers  in  three  countries  will  create.  EDS  is  already  helping 
major  companies  gain  a  competitive  advantage  in  this  new  market  with 
innovative  applications  of  information  technology.  In  telecommunications, 
data  exchange,  networking,  even  monetary  transactions,  we  make  crossing 
boundaries  of  businesses  and  borders  of  nations  easy  and  routine. 

SHOULD  YOU  MANAGE  LESS  AND  LEAD  MORE? 
Wherever  you  do  business,  we  can  help  manage  your  information  systems  a 
little  or  a  lot.  We  work  closely  with  your  people,  to  add  capabilities,  and  to 
provide  flexibility,  so  you  can  focus  on  your  core  business. 

IS  MANAGING  YOUR  INFORMATION  MANAGING  YOU? 
The  expansion  of  the  Free  Trade  Zone  will  multiply  your  need  for  informa- 
tion. EDS  can  help  evaluate  your  information  technology  to  insure  you  get 
a  steady  stream  of  answers,  not  just  a  flood  of  data. 

CAN  YOUR  SYSTEMS  REALLY  BE  INTEGRATED? 
We  are  known  for  making  hardware,  software,  communications,  process  and 
people  work  together  seamlessly — across  both  cultures  and  continents. 
You  won't  find  an  information  technology  services  company  with  a  longer 
or  better  record. 

ARE  YOUR  NEEDS  UNIQUE? 

EDS  has  a  history  of  developing  systems  and  software  for  a  business's  individual 
needs.  No  matter  where  you  do  business  or  what  business  you're  in, 
EDS  can  provide  you  with  expertise  and  experience  to  take  advantage  of 
opportunities  created  by  free  trade. 

CAN  EDS  PUT  INFORMATION  TECHNOLOGY  TO  WORK  FOR  YOU? 
Even  though  you  can't  control  change,  you  can  titkc  advant^e  of  it  wiUi  EDS. 
To  learn  more,  write  EDS,  7171  Forest  Lane,  FB7,  Dallas,  TX  75230.  Or  call 
(214)490-2000,  ext.  307. 


TAKE     ADVANTAGE     OF     CHANGE »» 
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What  does  it  take  to  start  a  new  business,  besides 
capital  and  a  good  idea?  In  Hi-Tek  Chennical  Corp.'s 
case,  lots  of  patience. 

Barnacle 
bashing 

By  Dyan  Machan 

A  MESSY  LITTLE  OFFICE  in  the  grimy 
Long  Island  town  of  Hempstead, 
N.Y.  is  the  headquarters  of  Hi-Tek 
Chemical  Corp.  Hi-Tek  makes  Epco- 
Tek  2000,  which  bills  itself  as  an 
environmentally  safe  coating  that  pre- 
vents organisms  like  barnacles  and 
mollusks  from  growing  on  things  that 
sit  in  water. 

The  marine  division,  Hi-Tek's  only 
division,  has  no  sales.  Inventory? 
Well,  altogether  there  are  probably  40 
gallons  of  Epco-Tek  2000,  including 
the  8  or  10  gallons  in  Ruskin,  Fla., 
where  Joseph  Wentzell,  61,  Epco- 
Tek's  inventor,  and  his  wife,  Joyce, 
live  aboard  their  42-foot  sailboat. 

What  Hi-Tek  does  have,  however, 
is  promise.  That's  because  barnacles 
are  a  terrible  problem.  They  slow 
down  and  eat  away  at  boats  and  sink 
buoys.  To  repel  them,  boaters  gener- 
ally paint  their  boat  bottoms  with 
copper-oxide  paints.  But  copper-ox- 
ide paint  loses  its  potency  every  two 
years  or  so.  Moreover,  it  is  toxic  to 
other  marine  life — and  to  people — as 
well  as  barnacles. 

Was  there  a  better  way  to  repel 
barnacles.^  Wentzell  thought  there 
must  be. 

Educated  as  a  metallurgical  engi- 
neer, Wentzell  is  an  inventor  who  has 
at  least  30  patents  to  his  name;  some 
have  turned  into  decent  moneymak- 
ers. For  example,  patents  for  making  a 
superalloy — able  to  withstand  high 
temperatures — for  jet  engines  were 
the  basis  of  a  companv  he  sold  to  Pratt 
&  Whitney  for  $1  million  in  1975. 
Says  Joyce  Wentzell,  his  wife  of  39 
years:  "Joe  can't  see  a  problem  with- 
out coming  up  vvth  a  solution." 

As  soon  as  Wentzell  decided  to  buy 
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a  boat,  in  1984,  he  started  wonying 
about  the  barnacle  problem.  He 
fooled  around  with  paint  formulas. 
Mixing  pure  copper  with  epoxy, 
Wentzell  came  up  with  a  coating  he 
claims  drives  away  barnacles,  is  safe  for 
other  life  and,  he  predicts,  will  stay  on 
for  20  years. 

He  applied  for  a  patent  on  the 
formula  in  1988,  and  then  tried  to 
interest  Ferro  Corp.,  the  specialty  ma- 
terials company,  in  licensing  his  for- 
mula. "But  you  know  big  compan- 
ies," says  Wentzell.  "They  can  never 
make  a  decision."  Then  the  1987 
stock  market  crash  wiped  out  most  of 
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the  capital  he  had  earmarked  to  start 
the  business. 

At  this  point  Wentzell  called  Rich- 
ard Spera,  now  60,  an  entrepreneur 
who  had  made  some  money  in  real 
estate  development,  and  who  was 
running  a  little  metal-refining  busi- 
ness in  Hempstead.  Wentzell  had 
been  ft-iendly  with  Spera  since  1977, 
when  he'd  bought  some  land  from 
him  in  the  Adirondacks. 

Calling  Spera  to  talk  about  another 
business  venture,  Wentzell  soon  told 
him  about  his  new  antibarnacle  paint. 
The  paint  interested  Spera.  Wentzell 
asked  him  to  back  the  business.  Each 


would  own  50%,  no  paperwork,  no 
lawyers.  Spera  agreed  to  channel  the 
cash  flow  ft-om  his  metal -refining 
company  into  developing  the  paint. 

Would  their  product  sell.'  To  find 
out,  the  partners  gave  the  coating  a 
fancy  name,  Epco-Tek  2000,  made 
up  an  impressive  brochure  and  went 
to  the  1989  Miami  boat  show  to  test 
the  waters.  They  put  one  of  Went- 
zell's  test  panels  into  a  fish  tank.  The 
side  that  had  no  Epco-Tek  was  cov- 
ered with  barnacles.  Boaters  and  deal- 
ers at  the  show  tried  to  order  Epco- 
Tek  2000.  There  was  none.  But 
Wentzell  and  Spera  went  home  en- 
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Hi-Tek  Chemical 
cofounder 
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Joseph  Wentzell, 
Epco-Tek  2000 
inventor  and 
Hi-Tek  cofounder 
New  businesses 
take  "more  time 
and  more  money 
than  you  ever 
imagine." 
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couraged  to  tackle  the  obstacles  that 
lay  between  their  idea  and  commer- 
cial success. 

One  enormous  obstacle  was  the 
Environmental  Protection  Agency. 
Because  Epco-Tek's  purpose  is  to  re- 
pel barnacles,  it  had  to  be  registered  as 
a  pesticide  with  the  agency.  In  August 
the  registration  finally  came 
through — 17  months  after  Wentzell 
and  Spera  applied  for  it.  That's  pretty 
typical  by  a  bureaucrat's  lights  but  an 
eternity  for  entrepreneurs  with  limit- 
ed capital  trying  to  get  their  product 
to  market.  Says  Joyce  Wentzell,  sensi- 
bly: "I  think  people  on  the  inside 
delay  things  just  to  keep  their  jobs." 

While  they  waited  and  waited  for 
word  from  the  bureaucrats,  Spera 
kept  busy.  He  found  a  used  paint 
mixer  and  showed  his  rcfiner\'  work- 
ers how  to  make  Epco  Tek  2000. 

Spera  also  laid  the  foundations  for 


the  Epco-Tek  marketing  campaign. 
He  enrolled  the  paint  in  a  study  of 
similar  products  by  an  Ontario  zoolo- 
gist, Gerald  Mackie,  who  deemed  it 
the  most  effective  commercially  avail- 
able substance  to  reduce  the  settle- 
ment of  troublesome  zebra  mussels. 
And  Spera  began  calling  on  electric 
utilities,  asking  them  to  test  the  prod- 
uct for  free.  Long  Island  Lighting 
Co.,  Virginia  Power  and  Potomac 
Electric  Power  took  up  the  offer. 

Why  utilities.^  Because  while  boat- 
ers buy  a  hundred  million  dollars' 
worth  or  so  of  antibarnacle  coatings  a 
year,  utilities  spend  billions  to  get  rid 
of  barnacles  and  the  like  from  the 
tunnels  used  to  bring  ocean  and  lake 
water  into  their  heat  exchangers. 
Wentzell  and  Spera  hope  to  get  just  a 
little  piece  of  those  billions.  "I  freak 
out  thinking  about  it,"  says  Spera. 

Wentzell  and  Spera  do  not  have  the 
field  to  themselves.  Unknown  to 
Wentzell  when  he  was  mixing  his  first 
batch,  Ferro  Corp.  had  already  started 
selling  a  somewhat  similar  product. 
But  the  Ferro  product  consists  of  pure 
copper  in  a  polyester  base.  Wentzell 
claims  that  the  polyester  is  more  po- 
rous than  the  epoxy  Epco-Tek  uses, 
and  that  it  tends  to  make  fiberglass 
boats  blister.  Because  of  these  prob- 
lems and  the  protection  afforded  by 
his  patents,  Wentzell  says  he  isn't 
worried  by  Ferro's  challenge. 

Since  Wentzell's  call  four  years  ago, 
Spera  has  sunk  about  $300,000  into 
Hi-Tek.  But  the  marketing  and  adver- 
tising needed  to  launch  Epco-Tek 
2000  in  Florida  this  tall  will  be  expen- 
sive. Six  investment  bankers  recently 
bought  a  minority'  stake  for 
$750,000;  this  will  be  used  for  adver- 
tising and  to  pay  Hi-Tek's  sales  force, 
who  must  tour  the  marinas  and  show 
the  local  boat>'ard  experts  how  to 
apply  the  paint. 

Will  Epco-Tek  2000  seli.>  "Noth- 
ing can  stop  it,"  says  Wentzell  confi- 
dently. But  he  and  Spera  also  know 
that  many  good -idea  businesses  go 
down  because  they're  undercapital- 
ized. So  they  plan  another  round  of 
financing  in  18  months. 

"I've  learned,"  says  Wentzell, 
"that  it  always  takes  more  time  and 
more  money  than  you  ever  imagine." 
That's  probably  the  best  advice  there 
is  for  anyone  thinking  about  starting 
his  or  her  own  business.  ^ 
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Gordon  White  and  James  Hanson  are  sitting  on  one  of  the  world's  greatest 
cash  hoards.  Why  hasn't  Hanson  put  this  money  to  work? 


Don't 
rush  us 


By  James  R.  Norman 

Few  American  business  people  had 
heard  of  Gordon  White  or  James 
Hanson  when  diey  made  their  first 
acquisition  in  the  U.S.:  Seacoast  for 
$32  million  in  1974.  They  have  now. 
Taking  advantage  of  the  cheap  dollar, 
the  two  partners,  both  now  lords, 
bought  and  broke  up  a  number  of 
old-line  U.S.  conglomerates,  includ- 
ing U.S.  Industries,  SCM  and  Kidde, 
and  added  to  their  own  corporate 
grab  bag  Kaiser  Cement  and  Peabody 
Coal.  Last  year  their  company,  Han- 
son Pic,  swapped  its  49%  of  New- 
mont  Mining  to  Sir  James  Goldsmith 
for  1.7  million  acres  of  U.S.  timber- 
land.  Today  Hanson  controls  $8.6 
billion  worth  of  U.S.  assets,  which 
provide  fully  50%  of  its  worldwide 
revenues  of  $13  billion. 

Gordon  White,  a  lanky  68 -year- 
old,  runs  the  U.S.  operations  from 
headquarters  on  Manhattan's  Park 
Avenue.  He  thinks  in  grand  terms. 
Recalling  the  days  when  British  inves- 
tors controlled  major  chunks  of  U.S. 
industry,  he  says:  "One  of  my  goals  is 
to  get  it  back." 

Lofty  ambitions  for  two  Yorkshire 
men,  partners  of  26  years,  who  started 
with  small  fertilizer,  truck-leasing  and 
printing  companies.  Indeed,  White 
set  up  shop  in  the  U.S.  in  1973,  after 
leaving  Britain  as  a  tax  exile  and  deep 
in  debt  from  buying  Hanson  shares 
that  sank  in  value. 

With  consolidated  assets  of  $20 
billion  and  operating  income  of  $2.2 
billion,  Hanson  has  become  one  of 
the  world's  largest  conglomerates.  In 
the  course  of  its  expansion,  Hanson 
has  taken  over  some  impressive  old 
British  names:  Ever  Ready  batteries 
(1982),  Imperial  tobacco  (in  1986), 
Consolidated  Goldfields  (1989).  Last 


May  Hanson  spent  $240  million  to 
buy  on  the  open  market  a  2.8%  stake 
in  Britain's  biggest  industrial  compa- 
ny, $22  billion  (revenues)  chemical 
giant  ici. 

What  makes  Hanson  different  fi-om 
other  raiders  is  that  it  has  never  used 
junk  bond  financing.  Thus  it  did  not 
suffer  gready  when  the  junk  bond 
market  collapsed  after  Michael  Mil- 
ken left  the  scene.  Instead  it  has  boot- 
strapped its  way  to  ever- larger  acquisi- 


tions, using  its  own  assets  for  collater- 
al for  relatively  low-cost  bank  debt.  It 
now  has  $12  billion  of  debt,  but  that 
is  offset  by  $12  billion  in  cash,  much 
of  it  from  selling  pieces  of  companies 
it  acquired. 

What  White  and  Hanson  do  for  a 
living  is  make  capital  work  harder, 
more  efficiendy.  So  why  is  Hanson's 
cash  invested  mainly  through  U.K. 
banks  in  commercial  paper  and  CDs? 
Because  British  paper  pays  three  or 
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four  percentage  points  more  than 
Hanson  pays  for  its  mostly  U.S. -based 
debt.  That  makes  for  a  nice  spread — 
as  long  as  the  dollar  doesn't  appreci- 
ate against  the  British  pound.  Corpo- 
rate assets,  not  cash,  are  where  White 
ultimately  wants  to  be  invested.  But 
fearing  a  depression,  he  says  he  likes 
his  liquidit}'. 

The  money  has  put  Hanson  in  an 
enviable  position  to  play  white  knight 
to  corporate  damsels  in  distress — at  a 
certain  cost,  of  course,  to  the  damsels. 
A  case  in  point  is  Beazer  Pic,  a  British- 
based  home  builder  that  went  deeply 
into  debt  to  buy  U.S.  construction 
materials  giant  Koppers  Co.  in  1988. 
Now  hobbled  with  debt  in  a  severely 
depressed  housing  market,  Beazer's 
management  last  month  recom- 
mended that  shareholders  accept 
Hanson's  offer  to  purchase  the  com- 
pany for  one -third  of  its  $2  billion 
book  value. 

Besides  looking  for  other  damsels, 
White  says,  Hanson  would  like  to  use 
its  cash  to  do  Warren  Buffett-style 
equity  investments:  big  blocks  at  pref- 


Lords  James 
Hanson  (left)  and 
Gordon  White 
Mastors  at 
buying  and 
selling 
companies, 
armed  with 
$12  billion 
in  cash. 


David  Clarke,  head 
of  Hanson's  U.S.  arm 
His  goal  is 
to  grow 
earnings  of 
its  old-line 
businesses  at 
twice  the 
inflation  rate. 


erential  prices  in  well -managed  com- 
panies that  are  looking  for  either  more 
capital  or  someone  to  take  a  "friend- 
ly" ownership  stake. 

Unfortunately  the  White  and 
Hanson  style — blunt,  sometimes 
confrontational — hasn't  endeared 
the  partners  to  the  British  establish- 
ment. Hanson's  stake  in  ici  is  regard- 
ed as  in  particularly  bad  taste,  ici  has, 
in  effect,  told  Hanson  and  White  to 
get  lost.  To  encourage  them  to  go 
away,  ICI  management  has  proposed 
restructuring  steps  that  have  helped 
ICI  shares  appreciate  by  7%  since 
Hanson  bought  its  stake.  Says  White 
of  icl's  aloof  management:  "They 
are  under  the  hammer.  They  have  got 
to  produce." 

The  same  can  be  said  for  Hanson 
and  White.  Investors  who  once  priced 
their  company  at  a  premium  to  the 
London  market  have  cooled  on  them. 
Hanson's  New  York  Stock  Exchange - 
traded  American  Depositar\'  Receipts 
nearly  doubled  in  value  between 
1986  and  eariy  1990,  but  since  then 
they  have  merely  marked  time.  Cur- 
rently at  19%,  the  adrs  are  selling  at 
slightly  more  than  10  times  likely 
1991  earnings  and  yielding  7%. 

The  problem  is  that  while  Han- 


son's stable  of  rather  dull  industrial 
companies  cranks  out  impressive  re- 
turns (15%  on  equit)'  last  year),  the 
assets  offer  little  inherent  growth  po- 
tential. Da\id  Clarke,  president  of  the 
U.S.  arm,  Hanson  Industries,  says 
Hanson  aims  to  keep  profits  growing 
internally  at  least  twice  as  fast  as  infla- 
tion. Right  now  the  company  is  be- 
hind: This  year  profits  are  down  in  the 
U.K.  and  showing  litde  real  growth  in 
the  U.S.  In  addition,  its  interest 
spreads  could  narrow. 

The  simple  fact  is  the  dynamics  of 
Hanson's  growth  depend  hea\ily  on 
continued  acquisitions;  Hanson  adds 
value  to  assets  by  taking  over  compa- 
nies and  making  them  more  cfiicient. 
It  does  so  not  by  micromanaging,  but 
by  giving  local  management  a  fi^ec 
hand  and  t)'ing  their  pay  to  return  on 
capital.  It's  a  system  that  encourages 
exit  ft-om  lagging  businesses  and  a 
sparing  use  of  scarce  capital.  Hanson 
has  spurred  cost-cutting  and  has 
wrung  piles  of  cash  from  old  business- 
es. In  one  office  supply  company, 
Hanson  cut  inventories  40% — while 
revenues  were  doubling.  Hanson  also 
readily  plows  money  back  into  com- 
panies when  they  can  show  a  good 
return.  That  has  given  new  life  to  once 
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Hanson  Pic. 


Rough 
Tactics 


In  building  Hanson 
Pic.  into  a  world  financial 
power,  Lord  Hanson 
and  Lord  White  have 
stepped  on  more  than  a 
few  toes  on  both  sides  of 
the  Adantic.  As  far  back 
as  the  early  1980s  they  had 
to  respond  to  allegations 
of  securities  law  violations. 
The  complaint  was  made 
by  an  Argentinean  invest- 
ment adviser  named  Pe- 
ter Bauer-Mengelberg. 
Bauer  stated  in  U.S. 
state  and  federal  court 
documents  that  he 
helped  initiate  the  pur- 
chase of  Gulf  Resources 
&  Chemical  Co.  shares  for 
what  he  said  he  believed 
was  the  private  account  of 
Hanson  principals  Han- 
son and  White.  The  stock 
was  already  held,  Bauer 
says  in  court  papers,  by  a 
Panamanian  company 
called  Siglo  S.A.,  which  he 
believed  Hanson  and 
White  acquired  a  stake  in 
through  a  friend  of  Han- 
son's. That  was  just  before 
Hanson  Pic.  (then  Han- 
son Trust)  began  buying 
an  eventual  5%  stake  in 
Gulf  Resources. 

If  true,  those  claims 
would  imply  insider  trad- 
ing by  Hanson  and 
White  and  a  failure  by 
their  company  to  prop- 
erly disclose  its  holdings. 

White  and  Hanson 
have  vehemently  denied 
Bauer's  claims.  White,  in 
court  documents,  has 
branded  Bauer's  charges 
as  nothing  more  than 
"blackmail"  by  a  "horri- 
ble little  crook."  Appar- 
ently agreeing,  the  SHC 
never  investigated  the 
charges.  Bauer's  family 
investment  firm  won  a 
$480,000  judgment 
from  Hanson  Pic.  in  a 
New  York  court  in 
1983.  That  amount  was 
for  services  rendered  in 


connection  with  the  pur- 
chase of  shares  in  Barber 
Oil.  Bauer  had  been  an 
adviser  to  Hanson  and 
helped  the  company  ac- 
quire a  number  of  stakes 
in  companies  like  Gulf  Re- 
sources and,  he  says, 
United  Artists  Theaters. 

In  its  ftitile  effort  to 
thwart  a  takeover  by  Han- 
son in  1985,  SCM  Corp. 
tried  to  raise  some  of 
Bauer's  claims  against 
Hanson  and  White.  But 
they  proved  irrelevant. 
Ultimately,  an  appeals 
court  ruled  in  Hanson's 
favor  in  a  landmark  case 
that  upheld  Hanson's 
use  of  a  "street  sweep"  to 
buy  up  nearly  a  third  of 
SCM  shares  in  a  matter  of 
hours  in  a  transaction  in 
which  insider  trader  Ivan 
Boesky  and  other  arbs 
participated.  That  allowed 
Hanson  to  block  a  de- 
fensive recapitalization  of 
SCM  by  management  and 
Merrill  Lynch.  The  SEC 
had  claimed  that  Han- 
son failed  to  wait  the  re- 
quired time  aft:er  the  SCM 
tender  offer. 

Still  pending  is  a  class- 
action  lawsuit  by  investors 
who  bought  shares  in 
Smith  Corona  Corp.  when 
Hanson  sold  a  half- inter- 
est in  the  t)'pewriter  opera- 
tions of  SCM  to  the  pub- 
lic in  1989  for  more  than 
$300  million.  Soon  after 
the  shares  were  floated, 
the  company  announced 
falling  sales  and  major  lay- 
offs. The  stock  plunged. 
The  suits  claim  Hanson  of- 
ficials knew  there  was 
trouble  ahead  when  they 
fioggcd  those  shares. 
Hanson  denies  any  wrong- 
doing.  The  suit  is  still 
being  litigated,  but  one 
thing  is  clear:  Included 
in  White  and  Hanson's 
takeoNcr  tools  is  good  le- 
gal advice.         -J. R.N.  Wm 


moribund  companies  like  Kidde's 
Grove  hydraulic  crane  unit  and  Ja- 
cuzzi spa  baths. 

Not  all  of  the  gains,  moreover, 
come  from  improvements  in  opera- 
tions. Hanson  uses  some  interesting 
accounting  techniques  to  enhance 
earnings  when  it  makes  acquisitions. 
Some  analysts  figure  that  as  much  as 
20%  of  Hanson's  reported  profits 
comes  from  the  way  it  accounts  for  its 
purchases. 

A  prime  example  is  Peabody  Coal. 
After  acquiring  Peabody  for  SI  .2  bil- 
lion last  year,  Hanson  marked  up  the 
value  of  Peabody's  coal  reser\'es  from 
a  book  value  of  SI  billion  to  S3.1 
billion.  It  used  that  writeup  to  cover 
the  creation  of  $1.8  billion  of  re- 
serves, mainly  for  environmental  and 
retiree  health  benefit  costs.  That  way 
Peabody  didn't  have  to  divert  operat- 
ing earnings  into  funding  the  re- 
serves. The  net  effect,  by  one  analyst's 
reckoning,  will  be  to  increase  Peabo- 
dy's operating  profit  by  almost  half,  to 
around  $300  million  this  year. 

The  recent  addition  of  new  outside 
directors  could  put  a  damper  on 
White  and  Hanson's  freewheeling 
st)'le,  epitomized  by  a  SI4  million  loss 
for  the  company  on  an  investment  in  a 
horse  farm,  in  which  White  also  had  a 
personal  stake. 

Considering  all  this — lagging  earn- 
ings growth  and  stock  market  disillu- 
sionment— analysts  say  Hanson  has 
to  keep  doing  big  deals.  But  White  the 
dealmaker  is  cautious.  \VTiite  says  he 
has  been  convinced  for  some  time 
that  the  stock  market  is  overvalued 
and  due  for  a  tumble;  he  says  he 
doesn't  want  to  commit  Hanson's 
funds  prematurely. 

Therefore,  rather  than  bidding  for 
acquisitions,  the  Hanson  partners 
prefer  to  sit  on  their  cash  and  ignore 
for  now  what  the  stock  market  thinks 
of  them.  "I  thought  all  of  these  debt- 
ridden  companies  would  find  them- 
selves in  trouble  by  now,"  says  White. 
"I  can't  see  us  coming  out  of  reces- 
sion anytime  stxin.  I  think  there'll  be 
more  and  more  [company  failures]." 

To  those  out  of  patience  with  the 
HansonAVhite  waiting  strategy, 
Gordon  White  has  this  to  say  about 
HanstMi's  rich  but  relativelv  sterile 
cash  hoard:  "You  mustn't  let  it  bum  a 
hole  in  your  ptKkct."  Bl 
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Can  the  Rush  of  Technology 

HEUP  Define 

What  a  Luxury  Car  Should  Be? 


Lincoln 

J 


Did  An  Accident 

OF  Nature  Make  It 

The  Quietest  Car 

You  Can  Own? 

Among  the  most  purely  enjoyable  of  all  the 
comforts  Lincoln  owners  enjoy  is  the  sense  of 
hushed  calm  that  envelopes  the  passenger 
cabin  of  Lincoln  Town  Cor  The  quietest  auto- 
mobile you  can  own.   Y  et  the  satisfaction  of 
Town  Car  occupants  may  well  be  exceeded  by 
the  satisfaction    Lincoln   engineers  take   in 
having  achieved  this  premier  rank.  Because  it 
was  only  through  years  of  painstaking  research 
in   body/chassis   isolation   techniques,   noise 
control,  drivetrain  design  and  multiple  other 
technologies  that  this  feat  was  accomplished. 
|^nd  unlike  research  in  handling  and  perfor- 
mance,  there   were   few   models   to   follow. 
Genuine  breakthroughs  were  required.  Break- 
throughs that  include  an  advanced  overhead- 
cam  V-8  engine  which  operates  with  uncanny 
silence   and   smoothness.   And   helps   place 
today's  Lincoln  Town  Car  among  the  most  fuel 
efficient   ever    built*   ^et   another    Lincoln 
engineering  achievement  that  was  no  mere 
accident  of  nature. 


•See  your  Lincoln  Mercury  dealer  lor  1992  EPA  mileage  eslimoles 
which  were  not  owailoble  a\  press  lime 


Lincoln  Town  Car 
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When  Three 

Microprocessors  Talk 

To  Each  Other,  What  Do 

They  Talk  About? 

i       Computer  conversation:  It  could  be  about  something  as  ordi- 
nary as  wheel  speed  or  as  esoteric  as  steering  angle  rate  of 
change.  Or  any  of  thousands  of  bits  of  electronic  information  that 
t| '  mukc  Continental  one  of  the  woild's  most  capable  and 


comfortable  luxury  cars.  Consider  for  example.  Continental's^  sr 
EEC- IV  drivetrain  core  computer-fhe  same  system  that  regulotes*'  :^ 
the  powerful  engine  of  the  Benetton/Ford  Fomnulo  One  race  cat  Ir 
Continental,  EfC-IV  controls  oil  vital  engine  functions  including 
fuel  iojection  and  ignition  timing,  then  coordinates  engine  opera- 
tion and  electronic  transmission  shifting  for  a  neor  seamless  flow 
of  power  further  enhancing  this  smooth  sensotion  of  driving 
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Dressu 
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ase  is  a  computerized  suspension  system.  Here,  dual-rate  gas       driver-  and  passenger-side  air  bog  Supplemental  Restraint  Sys- 
rized  shock  absorbers  and  air  springs  are  electronically       tern,  ^dd,  in  brief,  a  keenly  proficient  array  of  microprocessor- 


egulated  to  optimize  ride  and  handling.  The  result  is  a  reassuring  managed  driving  systems.  Systems  that  help  make  Continentol 
ense  of  confident  control  and  on  extraordinary  sense  of  riding  one  of  today's  most  advanced  luxury  cars.  Something  well  worth 
romfort.  ij^o  this,  add  the  stability  of  computer-controlled  four-        talking  about. 


vheel  disc  anti-lock  broking  (ABS).  The  precision  of  computer- 
egulated  speed-sensitive  power  steering.  The  peoce  of  mind  of  a 
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Can  a  Computer 

Pull  THE  Kinks 

Out  of  a  Tightly 

Wound  S-Curve? 

^heod;  a  tightly  wound  S-Curve.  You  poss 
the  thick,   leother-covered   steering   wheel 
'hrough  your  fir>gertips.  ^  ecouse  its  kxtr  air 
springs  are  reguloted  by  o  comouter.  vour 
Mark  VII  is  poised  for  optimum  hondling.  And  it 
responds  with  exoctitude,  slicing  tOMCjrd  the 
apex  erf  the  first  tum.  ^ou  rotate  the  steering 
wheel  in  the  opposite  direction,  ond  your 
Lincoln  grips  the  pavement  with  tenocity. 
Sweeps  smoothly  out  of  the  turns,  ^houtd 
looding  of  the  trunk  or  cabn  alter  Mark  Vll's 
balorKe,  the  computer  will  odjust  the  oir 
springs  accordingly,  maintommg  rne  oesT  atfj- 
tude  for  optimum  horxJIing.  All  you  fed  is 
supremely  confident,  ^nd  suprenr«ly  com- 
fortable Becouse  the  some  suspension  inno- 
vations that  nrKjke  Mark  VII  such  on  othleticaMy 
agile  mochme  give  it  o  sumptuous  ride.  A 
seeming  contradiction  nxxie  possible  only 
through  the  intelligence  of  computer  controk 
and  the  determirKition  of  Lirxioln  engineers 


Lincoln  Mark  VII 
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Could  Tomorrow's 

Most  Advanced  Luxury  Car 

Be  Hidden  In  Detroit? 


ey  say  somewhere  near  Detroit  there's  a  stunriing  new  luxury  they  say  that  it's  the  next  Mark  from  Lincoln,  ff  II  of  which  gives 
pe  packed  witfi  some  of  the  world's  most  sophisticated  rise  to  another  question:  Will  the  next  Mark  redefine  the  very 
dware  and  tlu^  world'r  Tiost  inviting  accommodations.  And        category  it  represents?  %he  next  Mark.  From  LifKoln. 


LINCOLN  What  A  Luxury  Car  Should  Be. 

Formore  information  on  the  1992  Lincolns,  call) -800-446-8888.  H  LINCOLNMERCURY  DIVISION  CS>  BocVteup-lo9•lhelw•can^a^•lN« 


The  big  auction  houses  bet  that  Berlin  would 
regain  its  old  status  as  an  international 
art  center.  So  far,  disappointment. 

Berlin's  fading 
euphoHa 


By  Richard  C.  Morais 


Trash  art  In  East  Berlin's  underground 
Berlin  as  art  center  hangs  on  such  worfc. 


"I  AM  VERY  disappointed,"  says  H. 
Josef  Konig,  manager  of  Sotheby's 
Berlin.  He  is  sitting  in  the  auction- 
eer's brand-new  East  Berlin  offices, 
fashionable  but  barren  rooms  in  the 
Palais  am  Festungsgraben  on  Unter 
den  Linden.  Somewhere  out  in  the 
office  a  single  phone  rings.  All  in  all  a 
desolate  scene. 

A  lot  of  smart  money  rushed  into 
Berlin  moments  after  the  Wall  fell.  In 
the  rush  were  auctioneers  like  Sothe- 
by's and  dealers,  expecting  Berlin  to 
quickly  regain  its  1920s  position  as 
Europe's  thriving  art  market  for 
White  Russian  heirlooms,  Oriental 
and  Islamic  art.  Reasoned  the  pros: 
Berhn  was  the  "gateway"  to  the 
East's  hidden  treasures.  The  move- 
ment prompted  magazines  like  Busi- 
ness Week  to  gush  that  "Berlin  is  on 
the  verge  of  an  artistic  Renaissance." 

Reality.  Sotheby's  had  its  first  Ber- 
lin auction  in  May.  At  first  blush  a 
moderate  success.  It  managed  to 
move  $4.4  million  of  20th-centur\' 
German  art,  not  embarrassingly  be- 
low the  $6  million  estimate.  Chris- 
toph  Graf  Douglas,  director  of  Sothe- 
by's Germany,  rushed  out  a  glowing 
press  release.  The  auction,  however, 
was  neither  particularly  international 
(only  5  lots  were  sold  to  non-Ger- 
mans) nor  a  very  rosy  harbinger  of 
things  to  come.  Of  the  105  lots  at  the 
auction,  just  7  came  ft"om  East  Ger- 
many, confirming  a  depressing  trtith: 
After  hyperinflation,  the  Nazis,  then 
the  Communists,  East  Germany  is 
devoid  of  important  private  collec- 
tions. "There  are  no  hidden  treasures 
in  East  Germany,"  says  Konig. 

Now  it's  rough-and-tumble  as  all 
the  auction  houses  try  to  justify'  their 
new  expenses  by  chasing  the  same 
sliver  of  business  that  existed  before 
the  Wall  fell.  Villa  Grisebach,  a  fairly 
new  auction  house,  is  holding  bian- 
nual auctions  in  the  old  capital.  Chris- 
tie's has  plush  offices  on  the  expensive 
Fasanenstrassc  but  is  shoveling  finds 
back  to  London.  Lempertz,  the  old- 
est and  largest  German  auctioneer, 
with  turnover  around  $27  million, 
has  a  modest  office  in  East  Berlin, 
moments  from  Sotheby's. 

The  desire  that  Berlin  become  the 
nation's  art  center  is  understandable. 
Germany  is  a  hard  market  for  auction- 
eers. In  Japan  and  France,  the  art 
market  is  centralized  in   Fokvo  and 
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Paris.  But  in  Germany  the  two  British 
auction  giants  have  found  it  necessary 
to  establish  a  number  of  regional  of- 
fices— in  Munich,  Hamburg,  Frank- 
fiirt,  Cologne  and  Diisseldorf.  Why? 
"If  you  go  into  small  villages  in  Ba- 
den-Wiirttemberg,  you  will  find  very 
wealthy,  provincial  industrialists  liv- 
ing in  modest  houses,"  says  Graf 
Douglas.  "They  don't  show  their 
wealth,  and  it  is  hard  to  reach  them 
through  London."  The  auctioneers 
believe  only  local  hand- holding  can 
tie  these  provincial  collectors  into  the 
international  market. 

An  expensive  way  to  operate  is  ftir- 
ther  aggravated  by  a  cautious  ap- 
proach to  collecting.  Jorg-Michael 
Bertz,  head  of  Christie's  Germany, 
says  that  Germans  wouldn't  think  of 
buying  a  $5  million  painting.  They 
tend  to  collect  pieces  around  the 
$60,000  mark.  It's  a  hard  way  for  an 
auctioneer  to  make  a  living. 

Currendy,  the  strongest  art  center 
is  around  Cologne  and  Diisseldorf, 
where  an  army  of  major  galleries  (like 
Gmurzynska,  Karsten  Greve,  Oran- 
gerie-Reinz)  represent  Germany's  in- 
ternationally respected  contemporary 
artists.  Cologne  is  not  likely  to  roll 
over  dead  for  Berlin.  Indeed,  the  fa- 
mous Cologne  dealers  are  heading  in 
the  opposite  direction — Paris — to 
open  galleries.  Says  Henrik-Rolf 
Hanstein,  director  of  Kunsthaus 
Lempertz:  "The  Berlin  euphoria  has 
to  adjust  to  reality." 

Many  hopes  were  pinned  on  the 
fact  that  Germany's  government 
would  soon  be  moving  back  to  the 
former  capital,  pumping  billions  of 
marks  into  the  city.  But  that  promise 
seems  to  be  on  hold.  The  Frankfurter 
Allgemeine  Zeitun£[  was  just  informed 
by  a  leading  politician  that  the  move 
to  Berlin  will  take  12  years. 

Christie's  is  coy  about  how  much 
business  it  does  in  Germany.  Sothe- 
by's, a  little  less  so.  Graf  Douglas  says 
it  costs  some  $2.4  million  to  run  the 
German  operations.  Collectively  the 
offices  export  $30  million  to  $60 
million  (pieces  sent  to  sales  in  London 
or  New  York);  domestically,  Graf 
Douglas  hopes  to  finish  the  year  with 
$  1 2  million  in  sales  at  the  Munich  and 
Bcriin  auctions. 

If  a  brilliant  new  generation  of  art- 
ists crawls  out  of  the  cracked  buildings 
of  Hast  Bcriin,  then  major  galleries 


will  move  to  Berlin,  international  col- 
lectors will  follow,  and  the  auction 
houses  will  ride  the  crest. 

Are  such  hopes  realistic.^  A  Forbes 
reporter  gingerly  made  his  way  to  East 
Berlin's  much-talked-about  Tacheles, 
a  condemned  building  that  was  seized 
by  skinhead  squatters  and  turned  into 
an  artists'  hangout.  In  the  garbage - 


riddled  back  lot  of  a  Clockwork  Or- 
ange nightmare,  a  van  had  been  set  on 
fire.  Inside  the  building  dolls  were 
splattered  with  paint  and  hung  fi-om 
the  rafi:ers.  A  giri  with  a  shaved  head 
answered  questions  in  a  catatonic 
monotone  and  ate  plum  cake.  Tache- 
les' "projects"  are  now  heavily  subsi- 
dized by  local  government. 


LEFT: 

H.J.  Konig,  manag- 
er of  Sotheby's  Berlin 
BELOW: 

Tacheles,  home 
to  skinhead  art- 
ists. "The  Berlin 
euphoria  has  to  ad- 
just to  reality." 
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Professionals  aren't  impressed.  In 
West  Berlin,  Kyra  Maralt,  partner  at 
the  fashionable  Galerie  Loulou  La- 
sard,  sits  in  her  kitchen  naked  but  for  a 
towel  wrapped  around  her  midriff. 
"Everyone  is  painting  the  Branden- 
burger  Tor.  It's  boring,"  she  tells  us. 
Brigitta  von  Wollinsky,  her  partner, 
has  two  rings  through  her  nose,  and  a 
man  in  black  is  whipping  her  hair  into 
a  beehive.  "The  trash  artists  aren't 
ripe  yet,"  says  von  Wollinsky,  sticking 
a  toe  into  the  fiir  of  the  smelly  German 
shepherd  at  her  feet.  "East  German 
artists  have  to  educate  themselves, 
and  that  takes  time.  Lots  of  time." 

As  an  art  center  Berlin  has  a  long 
way  to  go.  The  scene  is  now  dominat- 
ed by  West  Berlin  provincials.  East 
German  socialist  realists  and  imma- 
ture nihilists.  Says  Graf  Douglas:  "It 
takes  more  than  rebuilding  houses  to 
heal  a  nation.  It  is  only  whole  when  its 
cultural  fabric  is  back  in  place."     ^ 


Ronald  Burkle's  father  had  wanted  him  to  become  a 
dentist,  which  goes  to  show  how  little  some  parents 
understand  their  offspring's  natural  talents. 

The  boxboy's 
revenge 


By  Matthew  Schifrin 

In  1981  Ronald  Burkle  was  28  and 
still  working  for  Stater  Brothers,  the 
southern  California  supermarket 
company  where  he  had  started  boxing 
groceries  after  school  1 5  years  earlier. 
His  father  was  then  the  president  of 
Stater  Brothers.  While  proud  that  his 
son  had  progressed  from  boxboy  to 
vice  president  in  charge  of  administra- 
tion for  Stater's  parent,  Petrolane 
Properties,  the  father  had  hoped  Ron 
would  go  to  dental  school. 

Dentistry  didn't  come  to  pass,  but 
dealmaking  did.  Ron  Burkle  went  on 
to  found  Yucaipa  Cos.,  a  leveraged - 
buyout  firm  specializing  in  grocery 
stores.  Today  Yucaipa's  five  partners 
have  amassed  about  $220  million 
among  them.  Burkle,  as  the  largest 
holder,  controls  a  stake  estimated  to 
be  worth  about  $100  million. 

As  a  predental  student  at  California 
State  Polytechnic  University,  Burkle 
had  become  interested  in  the  stock 
market.  After  dropping  out  in  1973, 
he  began  a  management  career  at 
Stater  Brothers,  but  he  played  the 
market  as  much  as  he  could. 

The  market  was  a  good  place  from 
which  to  watch  the  first  wave  of  lever- 
aged buyouts  in  the  late  1970s.  Prett}' 
soon  Burkle  got  the  itch  to  try  a  deal 
himself  His  chance  came  in  1981 
when  Petrolane  decided  to  sell  Stater 
Brothers.  Burkle  accumulated  finan- 
cial backing  from  his  father  and  other 
members  of  management.  Berkshire 
Hathaway  agreed  to  put  up  half  the 
cquit\':  Burkle  and  his  father  have 
long  been  friendly  with  its  Vice  Chair- 
man Charles  Munger,  whom  they 
met  when  he  ran  a  supermarket- relat- 
ed business. 

Burkle's  inexperience  cost  him  the 
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deal — and  his  job.  His  buyout  team 
offered  Petrolane  22%  less  than  what 
the  seller's  investment  bankers  had 
promised  they  could  get  for  the  com- 
pany. The  low  bid  from  management 
infiiriated  Petrolane,  which  was 
forced  to  lower  its  asking  price  for 
Stater  Brothers.  The  day  the  Burkle 
bid  was  rejected,  Ronald  Burkle  and 
another  manager  were  told  to  clear 
out  their  desks.  (Petrolane  later  sold 
Stater  Brothers  to  another  group  of 
investors  who  took  it  public.) 

"Back  then,"  says  Burkle,  "I  didn't 
know  what  it  meant  to  play  hardball." 

But  he  learned.  Liberated  from  his 
job,  Burkle  bought  a  small  candy 
company  and  then  a  Chevrolet  car 
dealership  in  southern  California. 

Mostly,  though,  he  stuck  to  super- 
markets. He  invested  his  and  his  fami- 
ly's money  in  supermarket  stocks, 
profiting  as  chains  consolidated  in  the 
early  and  mid-  1980s. 

In  1986  a  group  of  investors,  in- 
cluding Burkle's  father,  made  another 
run  at  Stater  Brothers.  It  was  now 
publicly  traded,  and  Burkle's  group 
went  after  it  with  a  proxy  fight  against 
Stater's  managers.  They  lost  and  in- 
vestor James  Cotter  (Forbes,  Mar.  6, 
19S9)  came  in  as  white  knight  and 
bought  half  the  company. 

In  December  1986  he  finally 
bought  a  grocer\'  chain:  smallish  Los 
Angeles-based  Jurgensen's  gourmet 
food  chain.  Using  junk  bonds,  Burkle 
went  on  to  purchase  several  midsize 
California  grocerx'  chains,  including 
Cala  Foods,  Boys  Market  and  ABC 
Markets.  With  his  latest  acquisition — 
the  $250  million  buyout  of  1 42  Alpha 
Beta  stores  from  American  Stores  in 
June — Burkle  is  now  second  only  to 
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Yucaipa 


Vons  in  the  number  of  supermarkets 
owned  in  the  greater  Los  Angeles 
area.  Yucaipa  now  owns  259  super- 
market outlets  that  gross  in  excess  of 
$3  billion  and  employ  25,000  people. 
The  company  is,  of  course,  heavily 
leveraged.  With  help  from  Bankers 
Trust,  Citicorp  and  Manufacturers 
Hanover,  Yucaipa  owes  over  $500 
million.  But  so  far  it  is  handling  it. 


Private  placement  documents  show 
that  Yucaipa's  operations  generate 
about  $115  million  in  cash  flow  and 
cover  interest  expenses  nearly  twice. 

Though  Burkle  was  born  and  bred 
in  suburban  California,  his  businesses 
are  often  in  inner-city  black  and  His- 
panic neighborhoods,  areas  vacated 
by  other  supermarket  companies  like 
Vons.  Burkle  targets  neighborhoods 


Yucaipa's  Ronald  Burkle  and  a  produce  clerk  at  Viva  in  Santa  Ana 

Target  marketing  and  lots  of  leverage  as  a  formula  for  rapid  growth. 


like  Watts  and  East  Los  Angeles  with 
stores  called  abc.  Boys  iMarket  and 
Viva.  These  stores  typically  cost  more 
to  operate  because  of  increased  secu- 
rity costs.  But  they  can  also  charge 
higher  prices,  if  they  provide  what  the 
customers  need.  "Our  armed  guards 
at  our  downto\^'n  stores  are  not  in 
there  to  protect  us  from  theft,"  says 
Burkle.  "They  are  in  the  parking  lots 
to  protect  our  customers." 

Burkle  has  managed  to  maintain 
good  relations  with  the  labor  unions 
that  control  most  of  southern  Califor- 
nia's food  distribution  chain.  For  ex- 
ample, instead  of  merely  shutting 
down  some  40  marginal  Alpha  Beta 
stores  that  Yucaipa  acquired  in  June  in 
Los  Angeles,  Burkle  plans  to  convert 
at  least  29  to  Hispanic-oriented  Viva 
stores  and  will  probably  keep  the  rest 
open  as  well.  In  return  the  union,  the 
United  Food  ?nd  Commercial  Work- 
ers, is  asking  its  employees  to  give  up 
certain  holidays  earning  triple -time 
pay.  The  unions  are  also  considering  a 
training  wage  below  the  UFCW  S8  per 
hour  starting  wage. 

At  the  other  end  of  the  economic 
spectrum,  the  young  dealmaker  has 
also  forged  good  relations  with  sever- 
al top  financiers,  including  Mike  Mil- 
ken, Leon  Black  and  George  Soros.  A 
group  led  by  Soros  recendy  became 
the  first  outside  investor  in  the  Yu- 
caipa grouping,  investing  575  million 
in  equit>'  in  Food  4  Less  Supermar- 
kets, Inc.,  the  holding  company  that 
controls  most  of  Yucaipa's  supermar- 
ket investments. 

Burkle  recently  sold  Almac's 
Rhode  Island  grocer\'  chain  to  former 
Gibbons  Green  partner  Leonard 
Green.  Yucaipa  netted  $75  million  on 
its  $5  million  investment  in  just  rvvo 
years,  and  w  as  able  to  reduce  its  debt 
load.  People  who  know  Burkle  think 
this  sale  presages  another  bid  for  more 
supermarket  outlets. 

Possible  target:  Stater  Brothers.  It 
is  now  50%  owned  by  NTSH- listed 
Craig  Corp.,  which  in  turn  is  ab<^ut 
40%  controlled  by  lames  C\>ttcr  and 
athliates.  Stater's  105  stores  are  most- 
Iv  outside  Los  Angeles  in  the  Kx>m- 
ing  San  Bernardino  and  Riverside 
counties,  a  territor\-  Burkle  knows 
well.  He  lives  in  Yucaipa,  a  fast-grow- 
ing city  in  San  Bernardino  count)', 
and  mvns  a  lot  of  real  estate  there.  Will 
the  third  time  be  the  charm-  ^ 
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How  nuclear  energy  benefits 
a  typical  family  of  fouR 


Every  year,  the  osprevs  return  to  their 
■wildlife  preserve  around  the  nuclear  elec- 
tric plant  near  Waterford.  Connecticut, 
where  nesting  platforms  have  been  built 
for  them  by  tne  local  utilitv. 

It's  one  more  example  of  how  peace- 
fully nuclear  energ>'  coexists  with  the 


environment.  Because  America's  111 
operating  nuclear  plants  don't  bum 
anything  to  generate  electricity,  they 
don't  pollute  the  air.  They  don't  produce 
anv  greenhouse  gases,  either. 

To  help  satisfy  the  nation's  growing 
need  for  electricity  without  sacrificing 


the  quality  of  our  environment,  we  need 
more  nuclear  plants.  For  your  family, 
and  others  as  well. 

If  you'd  like  more  information,  write 
to  the  U.S.  Council  for  Energv' 
Awareness.  P.O.  Box  66080.  Dept.  OS09, 
Washington,  D.C.  20035. 


Nuclear  energy  means  cleaner  air. 
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INSURANCE 


Older,  wealthy  couples  are  buying  one-payment  life 
insurance  policies.  Are  they  a  good  buy?  Here  are  the 
advantages— and  the  pitfalls. 

Lump  it 
oir  leave  it^ 


By  Carolyn  T.  Geer 

Given  the  certainty  of  death  and  the 
near-certainty  of  rising  taxes,  it  makes 
sense  for  well-heeled  families — if  they 
are  fond  of  their  progeny — to  buy 
plenty  of  life  insurance,  since  a  policy, 
if  it's  properly  structured,  pays  a  tax- 
free  benefit  to  heirs.  For  this  purpose 
some  people  prefer  one-payment  pol- 
icies, where  a  single  payment  is  sup- 
posed to  buy  protection  for  the  rest  of 
the  insured's  life.  On  the  face  of  it, 
lump  sum  life  looks  like  a  bargain:  hfe 
insurance  at  a  discount. 
The  single  premium,  paid  ^~~"" 
right  now,  will  be  consider- 
ably smaller  than  what  you 
would  pay  over  your  ex- 
pected life  span  on  regular 
cash-value  life  insurance. 

Why  the  discount.^  It  re- 
flects the  time  value  of 
money.  The  insurance 
company  figures  it  can  in- 
vest the  lump  sum  with  a 
return  sufficient  over  the 
insured's  probable  life  to 
cover  all  the  annual  premi- 
ums he  would  have  paid, 
explains  Thomas  Kappen- 
man,  assistant  vice  presi- 
dent for  Ameritas  Life  In- 
surance in  Lincoln,  Nebr. 

Let's  take  an  example:  a 
65 -year-old      nonsmoking 
man.  At  Ameritas  he  would 
pay  $43,000  a  year  for  a  life 
insurance   policy  with   a 
$1.5  million  death  bene- 
fit. By  choosing  a  one 
payment  option,  he 
could    pav   a    lump 
sum   of  $425,000. 
That         is,         for 
$425,000  paid  out 
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today,  he  figures  his  heirs  will  get  $1.5 
million  tax-free  sometime  in  the  fij- 
ture.  If  he  paid  for  the  same  insurance 
with  level  premiums  and  lived  20 
years,  he'd  have  to  pay  out  $860,000. 
More  precisely,  the  $425,000  goes 
into  a  fund  to  pay  premiums.  The  first 
year,  a  small  portion  is  withdrawn  to 
cover  the  premium  on  a  $1.1  million 
life  insurance  policy.  If  this  customer 
dies  during  the  first  year,  his  heirs  get 
back  the  policy  face  value  ($1.1  mil- 


lion in  the  first  year)  plus  most  of  the 
lump  sum,  SI. 5  million  in  all.  Over 
the  years  the  fund  shrinks  as  money  is 
withdrawn  to  buy  larger  death  bene- 
fits. Either  way,  whether  the  buyer 
pays  $43,000  a  year  for  life  or  pays 
$425,000  once,  his  heirs  are  sup- 
posed to  get  $1.5  million. 

Since  none  of  us  knows  when  the 
grim  reaper  will  call,  it  makes  sense  to 
be  insured  against  his  early  arrival.  But 
life  insurance  is  no  more  a  homoge- 
neous product  than  are  cars  or  shoes. 
Different  policies  have  different  fea- 
tures, and  different  companies  have 
varying  financial  strengths  and  invest- 
ment records. 

Here  are  some  facts  your  insurance 
agent  may  not  volunteer  but  which 
are  important  for  you  to  understand: 
If  it  turns  out  that  the  insurance 
company  is  able  to  earn  more  on  your 
lump  sum  than  it  originally  figured  it 
could,  what  happens?  In  the  h\po- 
thetical  examples  from  Ameritas — 
whether  funded  with  a  one-time 
$425,000  or  with  an  annual 
$43,000 — better-than-expected  re- 
sults by  the  underwriter  would  mean 
that  your  polic\'  would  pay 
off  at  better  than  SI.  5  mil- 
lion. Other  underwriters 
share  the  benefits  of  good 
investment  returns  by  mak- 
ing their  level-premium 
policies  fiilly  paid  up  after 
only,  say,  ten  years. 

But  what  if  the  insurance 
company  earns  less  than  it 
assumes?  Ah,  warns  Kap- 
penman,  there's  a  catch 
here.  The  one-payment- 
plan  contracts  give  the  in- 
surer the  right  to  come 
back  to  the  insured  and  ask 
for  more  money.  ^.-Vltema- 
tively,  the  insurer  may  re- 
duce the  polic>'s  death 
benefit.) 

The  insurer's  investment 
rctum  is  just  one  of  the  un- 
predictable factors  that  af 
feet  what  you  get  out  of  an 
insurance  polic>*.  Another 
is  inortalin"  experience — 
whether  this  undenNxii- 
er's  customers  happen 
to  die  sixMier  or  later 
'    •        than  exjxvted.  But, 
in    most   situations, 
the    investment    re 
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We'll  help  you  make 

the  right  moves  now, 

for  an  edge  on  retirement. 
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The  Principal  Edge? 

Whatever  retirement  means 
to  you-living  like  a  king,  or 
just  having  more  time  to  play— 
;  The  Principal  Financial  Group*      | 

helps  you  get  the  jump  on  it,  now. 
We  offer  one  of  the  most  diverse  and 
comprehensive  portfolios  of  retirement 
products  in  the  industry.  Products  that  are 
tailored  to  give  individuals  and  businesses 
an  edge. 
The  Principal"  writes  more  pensions  than  anyone 
else.  Our  Pension  Provider,  for  example,  supplements 
company  plans  with  investment  opportunities  in  port- 
folios of  stocks,  money  market  investments,  bonds  and 
mortgages,  even  real  estate.  And  our  annuities  guarantee  you 
a  lifetime  pension  if  your  company's  benefit  plan  doesn't. 

From  mutual  funds*  and  401  K's  to  IRA's  and  insurance  of  all 

kinds,  The  Principal  has  been  helping 
'  individuals  and  businesses  make  the 

^  most  of  retirement  for  100  years.  Our 

.  personalized  approach  has  helped  us 
I        become  one  of  America's  largest 
financial  services  organizations. 
'  Look  for  The  Principal  Edge. 

The  Principal  Financial  Group. 
711  High  Street.  Des  Moines,  lA  50392-01 50. 


Mutual  funds  distributed  through  Princor  Financial  Services  Corporation,  a  registered  broker-doi 
711  High  Street,  Des  Moines,  Iowa  Prospectus  available  upon  request 
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IMSURANCE 


tijrn  is  the  big  imponderable. 

Rate  of  return  is  a  complex  issue.  If, 
say,  interest  rates  drop  sharply,  the 
insurance  company  could  score  some 
capital  gains  on  its  bonds  but  would 
eventually  have  to  reinvest  at  lower 
yields  than  it  expected.  Depending  on 
how  long  you  live,  this  bullish  shift  in 
the  bond  market  may  or  may  not  work 
to  your  benefit. 

In  short,  you  cannot  really  predict 
how  your  policy  is  going  to  perform. 
But  you  can  take  a  close  look  at  the 
investment  return  assumption  made 
by  the  underwriter  when  it  prices  the 
policy.  Is  the  assumed  rate  unrealisti- 
cally  high.>  Then  you'll  proba- 
bly have  to  put  up  more  mon-  ^^ 
ey  somewhere  down  the  line. 

"It's  amazing  to  me,  but 
most  people  are  convinced 
that  if  they  buy  a  one-payment 
policy,  they'll  never  have  to 
pay  another  premium,  and 
that's  not  true,"  says  Lee  Sla- 
vutin,  an  insurance  agent  in 
New  York. 

Slavutin  cites  a  specific  ex- 
ample, using  a  second-to-die 
policy  (where  husband  and 
wife  are  both  covered  but  the 
heirs  don't  collect  until  both 
die).  A  healthy  65 -year-old 
man  and  60-year-old  woman 
might  be  quoted  a  lump  sum 
rate  of  $144,000  for  a  $1  mil- 
lion second-to-die  life  insur- 
ance policy.  That  amount  as- 
sumes the  insurance  company 
can  continue  to  credit  the  poli- 
cy with  a  9.5%  return  every 
year — not  a  very  realistic  as- 
sumption in  today's  interest- 
rate  environment.  If  instead 
the  money  earned  only,  say,  8.5%, 
that  same  policy  would  require  two 
additional  payments  of  $2 1 ,000  each. 

"Some  companies  are  more  aggres- 
sive in  their  illustrations  than  others," 
says  Wallace  Head,  a  tax  expert  at 
Arthur  Andersen.  That's  why  he  fre- 
quendy  asks  insurance  companies  for 
several  illustrations  on  the  same  policy 
based  on  different  assumptions.  Head 
isn't  saying  don't  buy  a  one-payment 
policy.  He  is  saying  that  consumers 
interested  in  this  option  should  ex- 
plore several  possible  outcomes,  and 
not  merely  accept  tlic  one  painted  by 
the  salesman. 

Don't  confi.ise  these  relatively  new 


one-payment  policies  with  the  "sin- 
gle-premium" contracts  that  were 
heavily  promoted  in  the  1980s  as  tax- 
sheltered  investments.  In  the  case  of 
the  single -premium  policies,  the  buy- 
er really  did  make  only  one  payment. 
But  he  wasn't  buying  insurance  so 
much  as  he  was  buying  a  means  of 
deferring  income  taxes.  In  any  case. 
Congress  closed  the  single -premium 
policy  loophole  in  1988,  and  the 
product  has  almost  disappeared. 

Today's  one -payment  policies  have 
a  very  diflferent  sales  pitch.  They  are 
not  for  investors  looking  for  income 
tax    deferrals;    they    are    for    older 


wealthy  couples  who  buy  second-to- 
die  or  survivorship  life  insurance  with 
the  goal  of  providing  their  heirs  with 
cash  to  pay  the  estate  taxes  due  after 
the  second  spouse  dies.  (In  general, 
no  estate  tax  is  owed  after  the  first 
death  because  of  the  unlimited  mari- 
tal deduction.) 

Currendy,  one-payment  life  insur- 
ance has  some  tax  advantages.  One  is 
that  the  upfront  money  invested  ef 
fectively  earns  a  tax-free  return.  That 
$425,000  you  spend  to  buy  the 
Ameritas  policy  is  in\  csted,  with  earn 
ings  used  to  buy  conventional  life 
insurance.  But  these  earnings  never 
show  up  on  your  income  tax  return. 


They  are  tucked  away  under  the  shel- 
ter of  insurance,  a  traditionally  tax- 
favored  investment. 

There's  another  tax  angle  used  by 
agents  who  push  one-payment  poli- 
cies. If  the  policy  is  owned  by  your 
heirs,  the  money  you  spend  on  the 
premium  constitutes  a  potentially  tax- 
able gift  to  them.  Now,  everybody  is 
entitled  to  give  awav  or  bequeath 
$600,000  free  of  estate/gift  tax. 
That's  under  current  law.  But  there's 
always  the  fear  that  the  politicians  will 
limit  or  repeal  this  exemption.  Sens- 
ing this  fear,  insurance  agents  have 
been  telling  clients  to  buy  a  lot  of 
second-to-die  and  pay  for  it 
^^  g  now,  in  one  big  payment  that 
^  can  be  sheltered  by  the  exemp- 
I  tion.  (A  $600,000  lump  sum 
payment,  incidentally,  could 
buy  a  second-to-die  policy 
with  a  $4  million  death  benefit 
for  a  healthy  couple  in  their 
60s.)  That  way,  the  credit  is 
used  up  before  the  pols  can 
take  it  away. 

Arthur  Andersen's  Head 
brings  up  an  interesting  point 
in  response  to  this  sales  pitch. 
Since  it  is  common  to  put  es- 
tate-building insurance  poli- 
cies in  an  irrevocable  trust, 
there  is  no  need  to  buy  the 
insurance  all  at  once.  Contrib- 
ute the  $600,000  to  the  trust 
and  use  up  your  lifetime  es- 
tate/gift tax  exemption.  Let 
the  trust  invest  the  money  and 
use  the  earnings  to  buy  con- 
ventional life  insurance.  Draw- 
back: The  trust  has  to  pay  in- 
come tax.  You  lose  that  shelter 
on  money  in\ested  under  the 
umbrella  of  an  insunmce  polic>'. 

There  are  other  subdeties  to  be- 
ware of  What  if  \ou  buy  a  onc- 
payment  policy  for  $425,000,  then 
die  a  vear  or  two  later?  Your  heirs 
w  ould  ha\  e  been  better  oft'  had  you 
bought  a  conventional  $43,000  a - 
vear  policy-  instead  and  put  the  rest  of 
vour  lump  sum  in  the  bank. 

Bottom-line  time.  Should  you  buy 
one-pavment  policies?  Sorry,  there  is 
no  simple  answer.  Insurance  prcxiucts 
arc  too  complicated  for  simple  an- 
swers. The  lx\st  advice  is  to  Kx>k  care- 
fully at  what  the  salesperson  >s  .selling, 
and  then  ask  him  or  her  lots  of  '\es, 
but"  and  "w  hat  if  questions.       ^ 
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A  picture  so  real  it  could  fool 
the  Audubon  Society. 


1| 


m 


L 


this  a  television  set  or  a 


tropical  bird  act? 

Actually,  it's  a  tropical  bird  act 
as  seen  on  a  Hitachi  big  screen  TV. 
But  thanks  to  Ultravision,  even  the 
most  avid  bird  watchers  (and  TV 
watchers)  can't  tell  the  difference. 

Ultravision  is  an  unprecedented 
combination  of  advanced  technol- 
ogies that  create  a  picture  so  ultra 
clear,  ultra  bright  and  ultra  sharp 
it  looks  like  real  life. 

And  since  a  great  picture 
deserves  great  sound,  Ultravision 
comes  with  4-way  Surround  Sound 
including  Dolby  Pro  Logic^  the 
ultimate  in  audio. 

Call  1-800-HITACHI  for  your 


nearest  dealer  and  see  how  digital 
convergence,  fine  definition  and 
horizontal  resolution  up  to 
1,000  lines  make  Ultravision  the 


ultimate  home  theater.  After  all,  in 
this  case,  a  picture  really  is  worth  a 
thousand  words. 

0  HITACHI 


O I9Q1  Hitachi  Home  Eieoronlcs  I Amerlcil.  \n;.  Dolby  Surround  Is  i  registered  tradenurk  o(  DolDy  Labontonei  Lxcraing  Corporation. 
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Why  did  the  Comptroller  of  the  Currency  close  his  eyes 
and  help  aggravate  the  U.S.'  worst-yet  bank  failure? 

A  few  questions 
for  Mir.  Clarke 


By  William  P.  Barrett 

At  press  time  the  U.S.  Senate  was 
considering  the  nomination  of  U.S. 
Comptroller  of  the  Currency  Robert 
Clarke  to  a  second  six-year  term  as  the 
nation's  chief  national  bank  regula- 
tor. A  former  Houston  bank  lawyer 
with  many  influential  Texas  friends, 
Clarke  is  the  chap  who  has  been  tell- 
ing the  nation's  banks  to  get  tough 
about  whom  they  lend  money  to — 
too  tough,  some  people  think.  But  he 
is  something  of  a  latecomer  to  zeal- 
ousness  about  loan  quality. 

In  1987  his  office  blessed  the  merg- 
er of  Dallas'  InterFirst  Corp.  and 
RepublicBank  Corp.  into  First  Re- 
publicBank.  The  combination  creat- 
ed the  nation's  12th-largest  bank 
holding  company,  with  as- 
sets of  $33  billion.  Also  cre- 
ated: the  biggest  bank  bail- 
out ever.  First  Republic  col- 
lapsed from  bad  loans  just 
14  months  later,  costing 
the  feds  an  estimated  $3 
billion  and  investors  anoth- 
er $1  billion. 

The  investment  banks  in- 
volved, principally  Gold- 
man, Sachs  &  Co.  and 
Morgan  Stanley  &  Co.,  are 
facing  big-time  shareholder 
lawsuits  over  their  alleged 
cover-up  of  derogatory'  in- 
formation about  the  weak- 
ened state  of  the  t\vo  banks, 
particularly  Republic. 

Clarke  should  thank  his 
lucky  stars  that  he  and  his 
agency  enjoy  civil  immuni- 
ty for  their  official  actions. 
Forbes  has  obtained  a 
comptroller's  office  memo 
dated  Apr.  9,  1987,  review 
ing  the  proposed  merger. 
The  memo,  by  examiners 
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Nancy  Cody  and  Richard  Erbs,  said 
flatly  that  Republic  was  filing  false 
financial  statements  and  was  in  serious 
danger  of  failing.  Clarke's  office  ap- 
proved the  merger  anyway — gready 
exacerbating  the  losses  for  the  Federal 
Deposit  Insurance  Corp.,  on  whose 
board  Clarke  sits. 

Small  wonder  the  gloomy  state- 
ments in  the  seven-page  document, 
stamped  "confidential"  on  ever\' 
page,  were  kept  from  the  investing 
public.  Here  are  some  excerpts  from 
the  memo  about  Republic  and  the 
proposed  merger: 

"Weakened  by  asset-quality  prob- 
lems to  the  point  where  failure  is  a 
distinct  possibility." 


Comptroller 
What  was 


of  the  Currency  Robert  Clarke 
he  thinking? 


"We  cannot  conclude  that  the 
company  has  properly  classified  prob- 
lem credits  or  that  the  company's 
financial  statements  are  an  accurate 
reflection  of  its  true  condition." 

"Classified  assets  are  at  an  unac- 
ceptable level.  The  company  has 
failed  to  accurately  classify'  problem 
credits." 

"It  is  likely  that  the  erosion  in  asset 
qualit\'  will  continue  and  that  criti- 
cized asset  levels  will  continue  to  rise." 
"Republic's  profitabilit)'  could  be 
considered  extremely  poor  with  no 
positive  prospects  in  the  near  fiiture." 
"The  writers  are  not  conNinced  ol 
the  viabilit)'  of  this  merger." 

Prett)'  strong  words.  They  come 
perilously  close  to  alleging  outright 
fraud  at  Republic.  Yet  Clarke's  office, 
let  the  deal  sail  through,  according  to 
an  Apr.  14,  1987  letter  by  Deputyi 
Comptroller  Emor\'  Rushton,  on  the: 
dubious  grounds  it  "could  .  .  .  prob- 
ably provide  more  time." 

Before  the  merger,  investors  con- 
sidered Republic  the  stronger  of  the 
two  banks.  By  assigning  Republic  the 
same  bottom-rung  qualit\'  rating  as 
InterFirst,  Clarke's  examiners  real- 
ized the  truth:  Republic  was  not  bet- 
ter. The  memo  details  Republic's 
quaint  habit  of  advancing  mone\'  to 
troubled  real  estate  devel- 
opers so  they  could  "pay" 
their  loans. 

Other  federal  regulator)' 
agencies,  including  the 
Federal  Reser\e,  which 
oversees  bank  holding 
companies,  also  signed  off 
on  the  deal.  But  Clarke's 
agency  regulated  each  bank 
holding  company's  lead  in- 
stitution and  by  agreement 
was  the  point  man  for  co\  - 
crnment  rcNiews. 

What  docs  Clarke  ha\  c  to 
savr  His  spokesmen  main- 
tain Clarke  had  no  legal  or 
moral  obligation  toward 
the  sucker  in\  estors  w  ho  re- 
lied on  these  government 
approvals  and  K>ught  S200 
million  o\'  new  stiKk  and 
notes  for  the  merger,  or 
those  w  hti  Knight  and  sold 
shares  afterwards.  Here's  a 
decision  making  pnKcss 
that  could  stand  a  bit  of 
airing.  ^ 
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Special  Atherdsing  Supplement 


EDUCA 


Entrepreneurial     Approach 


Advertisement  2 


Looking  for  risk- 
takers  committed  to 
improving  schools? 
They  may  be  the 
best  place  to  invest 
your  money  and  your 
time.  You'll  find 
these  individuals  in 
every  district,  trying 
new  ideas,  shaking 
up  the  status  quo. 


In  This  Special 
Report 


Education's 
Entrepreneurs 

■ 
CEOs  Speak  Out 


Teach  For 
America 


A  Report  From 
The  Trenches 


EDUCATING 

AMERICA 


Education's    Entrepreneurs 


A  curious  thing  is  happening  on 
the  road  to  school  reform. 
Leaders  who  once  talked  about 
"restructuring"  are  now  talking 
revolt.  Even  President  Bush,  in  launching 
America  2000,  his  plan  to  improve  the  na- 
tion's schools,  declared;  "There  will  be  no 
renaissance  without  revolution." 

When  Louis  V.  Gerstner,  chairman  and 
CEO,  RJR  Nabisco,  launched  the  company's 
$30  million  initiative,  Next  Century  Schools, 
he  insisted  the  money  go 
toward  "arming  the 
insurgents"  and  invited 
"guerrilla  educators" 
and  "china  breakers" 
to  apply  for  grants  to 
"stand  the  system  on  its 
head." 

David  Keams,  former 
chairman  of  Xerox  and 
recendy  confirmed  as 
Under  Secretary  of 
Education,  in  his  book 
Winning  the  Brain  Race 
salutes  those  educators 
who  are  "canny  oudaws, 
system  beaters  ...  re- 
sponsible rule  benders." 

Betting  school  reform 
on  the  rule-breakers  begs 
the  question:  Are  there 
enough  risk-taking  educa- 
tors in  school  systems  to 
pull  off  the  revolution? 
Kearns  concedes  that 
school  bureaucracies  stack 
the  deck  against  "creative, 
imaginative,  entre- 
preneurial teachers." 
But  every  district  and 
school  has  a  handful  or 
more  of  teachers  who  are  reformers,  too,  and 
are  as  frustrated  widi  the  s\sieni  as  the  peo- 
ple who  get  the  headlines  critici/.ing  schools. 
Meet  just  a  few  of  them. 


"Looking  for  Risk-takers? 
We're  Out  Here" 

Gary  Gallagher,  social  studies  teacher,  W« 
Jimior  High  School,  Ponca  City,  Oklahonu 
says,  "Not  ever\^  educator  is  the  uninspired' 
robot  some  school  critics  make  us  out  to  be 
Some  of  us  aren'»-  afraid  to  fail,  to  xxy  new 
ideas.  We're  happy  to  connect  with  busines 
and  foundations  that  want  to  work  with  us,' 
Such  individuals  may  not  be  universally 
loved  within  school  systems,  says  Gallagher 


"Nh  (;i.AssR(x)M  IS  \  Ml- Ik  h  Imh  i  ft  n  vi    Kompkr  Ru»m. 

SAYS  PoNC\  Cm  lY.XCHKR  C.ARV  (.AlJ.ACIttJt. 


"I  push  iov  change,  and  change  is  painful." 
1  lis  job.  according  to  Ciallagher.  is  "to 
[inn  ide  each  student  with  the  ver\-  best  edu 
cjtional  op[x>rtunities  1  know  how,  and  hel| 


By  Leanna  Landsmann  &  Mary  Harbaugh 
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To  some  kids  this  is  a  ne 


of  electricity. 


To  most  kids  it's  a  lime. 

But  to  kids  and  teachers  in  Bell 
Atlantic-sponsored  school  science  pro- 
grams, its  chemical  content  and  caloric 
values  can  produce  electrical  energy. 

At  Bell  Atlantic,  we  believe  in  giving 
kids  new  ways  to  look  at  the  world. 
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Which  is  why  our  employees  volunteer 
in  school  science  programs.  And  why 
the  Bell  Atlantic  Charitable  Foundation 
and  Bell  Adantic  companies  partner 
with  organizations  like  the  American 
Association  for  the  Advancement  of 
Science  to  sponsor  science  programs 


for  both  kids  and  their  teachers. 

We  b>elieve  if  we  spark  their  inrer^ 
in  science  todaj^  our  children  will  beS 
to  create  a  better  world  for  tomorrovB 

©Bell  Atlantic     1 
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that  tttidem,  learn  U)  take  responsibility  for 
nctim^  ihem.*'  Cjallagher  never  lets  an  op- 
ptfrtunity  to  improve  his  teaching  go  un- 
sci/AuL  A  successful  computer  salesman  be- 
fwe  turning  to  teaching  histrjry,  Gallagher 
has  e^juipped  his  classroom  -  through  grants 
anri  gifts  -  with  a^mputers,  a  VCR  and  other 
cfjtijpmeni  ""tvtry  classrrxjm  should  have  in 
the  1 990s.  My  classrrxjm  is  a  hi-tech  intel- 
leciua)  'Krjmper  Rfxjm'  -  it's  got  to  be  if  I'm 
gr^ing  U)  motivate  kids  tr^  study  civics." 

Cjallagher  participated  last  spring  in  a 
test  program  of  A'i&T's  Voices  that  Count, 
an  interactive  newspaper  polling  program 
that  enables  students  to  register  their  opin- 
ifjns  via  an  800  phone  number  on  such  issues 
as  censorship  and  national  youth  service. 
"Students  really  got  motivated,"  says 
C;allaghcr.  So  much  so,  that  some  want  to 
present  the  Oklahoma  state  legislature  with  a 
proposal  to  make  community  service  a  high 
school  graduation  requirement.  "We  may 
succeed,  we  may  fail  -  but  the  process  will 
teach  them  more  about  government  than  an 
entire  textbook." 


"Let  Me  Try  My  Idea  With  the  Kids 
Who  Are  Toughest  to  Motivate" 

I'ew  teachers  would  do  what  Darlene 
Chorney,  a  teacher  at  Oak  Park  and  River 
I'orest,  Illinois,  1  ligh  School  did.  She  no- 
ticed that  some  kids  in  her  "V\'c  M.ike  a 


'la' 


Difference"  Service  Club,  which  in\ 
students  in  communit)'  senice  project 
succeeding  in  ways  that  the\'  were  not 
their  regular  class  work,  Wliat  if  these 
dents  had  a  whole  curriculum  that  invi 
them  in  communit)^  senice  day-to-d^ 
^^'ould  they  stay  in  school?  Would  th« 
study?  She  wrote  a  "senice-leamine  i. 
lum,"  took  it  to  school  administratorN 
made  a  deal.  "  'I'll  take  the  kids  most  ar 
of  dropping  out  if  you'll  approve  this  f( 
year.'  I  got  the  approval  and  e\en  thou' 
money's  tight,  we're  getting  small  gran  roj 
pay  for  things  like  transportation  to  ar 
ser\ice  sites.  We  can't  let  lack  of  will,  1. 
money,  or  lack  of  imagination  stop  us  ti 
helping  smdents  who  -  because  of  fun 
problems  -  have  been  beaten  down.  1 
program  will  help  kids  learn  that  the\ 
ally  good  people.  They  have  to  leam  t 
fore  they  w  ant  to  leam  math  or  scieiu 
Talk  uith  Sister  John  .\nn  Pro.h 
science  department  chair  at  Bishop  C  \ 
High  School  in  Lexittown,  Penns)  K  i 
and  "insurgent"  isn't  the  first  wort!  th 
comes  to  mind.  But  her  awards  and  p' 
clips  attest  to  a  commimient  to  one  1^) 
of  the  school  refomi  agenda:  get  nior. 
dents,  especially  girls,  to  study  more 
She  and  two  colleagues  got  a  grant  firt^*^ 
(jTE  Foundation,  with  supjxirting  tu 
from  such  companies  as  Raytheon  iii\ 
D.C.  Heath,  to  create  a  year-long  pn' 
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O  1991  ITT  CORPORATION 


Wc  produce  something  called  purified  cellulose.  A  product  that  goes  into  making 

your  eyeglass  frames.  And  cosmetics.  Your  detergent  and  toothbrush.  ITT  Rayonier  is  a  leading 

producer  of  cellulose  from  wood,  with  over  1.2  million  acres  of  timberland.  And  each  year,  we  renew 

c:>ur  forests.  Planting  new  trees  to  insure  a  never  ending  supply  of  wood.  There  are  nine 

businesses  in  ITT.  This  is  the  one  that  helps  you  live  better. 

ITT  RAYONIER 
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We're  counting  on 

experience 

Id  be  the  best  teacher. 


America's  ability  to  retain  our  lead  in 
technology  depends  on  our  determination  to 
regain  our  lead  in  education.  Today  there  is  a 
critical  shortage  of  qualified  math  and  science 
teachers  in  grades  eight  through  twelve.  As  a 
result,  our  kids  are  graduating  from  high  school 
unprepared  for  the  challenges  of  the  future. 

At  a  time  when  more  jobs  require 
technology-related  skills,  our  schools  are 
producing  fewer  technology-competent  people. 

A  new  source  of  qualified  math  and  science 
teachers  is  needed.  And  it  is  needed  now. 

What  Rockwell  is  doing. 

One  solution  to  the  problem  is  people  like 
Bill  Williams.  Bill  is  participating  in  a  pilot 
program  to  qualify  retired  Rockwell  engineers 
as  certified  math  and  science  teachers. 

He  already  knows  the  subject  and  how  to 
apply  it  to  real  world  problems.  Now  he's  back 


in  school  learning  how  to  share  his  love  of 
technology  with  a  roomful  of  teenagers. 

We're  counting  on  our  retirees  to  turn  a 
lifetime  of  experience  into  the  experience  of 
a  lifetime.  Because  what  they  know  can't  be 
learned  from  books  alone. 

What  you  can  do. 

Helping  retired  employees  to  become 
certified  math  and  science  teachers  is  one 
of  hundreds  of  ways  you  can  encourage 
American  innovation  and  leadership  through 
quality  education.  For  more  information, 
simply  write  Rockwell,  P.O.  Box  905, 
Dept.  FB J  ,  El  Segundo,  CA  90245-0905 
for  printed  information  created  in 
cooperation  with  the  National  Association  of 
Partners  in  Education  (NAPE). 

Emphasize  Education.  If s  our  future 


^» 


Rockwell  International 


Rockwell  is  a  $12  billion  company  with  more  than  100,000  employees  worldwide  Our 

people  have  a  common  goal:  Understanding  our  customers  and  satisfying  them  with 

,  .„,     _  the  innovative  application  of  science  and  technology.  We  never  stop  reaching  higher. 
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CEOs 
Sf^eak 
Out 


\i  is  sadl> 
ironic  that  the 
nation  with 
the  greatest  inrrastructure 
in  the  Horid,  a  countn  nith 
the  most  libraries  and  com- 
puters, ranks  near  the  i)ot- 
tom  of  Western  nations  in 
literary.  Even  among  high 
school  and  college  students, 
communications  sidlls  are 
poor  Less  than  half  of  high 
school  seniors  read  at  levels 
able  to  carrv  out  complex 
tasks;  80%  have  inadequate 
nriting  skills. 

While  debate  nill  rage 
over  the  reasons,  Smith 
Corona  is  committed  to  help: 
First,  through  sponsoring 
numerous  scholastic  writing 
contests  as  nell  as  Academic 
All  American  programs  that 
honor  academic  and  athletic 
abilit}. 

As  an  example,  Smith 
Corona's  laptop  education 
program  is  being  credited  by 
teachers  for  improving  \>r\i- 
ing  skills,  enccmraging  com- 
position and  making  stu- 
dents better  thinkers. 

Because  of  our  century 
of  pn»iding  information 
processing  technology  in  the 
senlce  of  nriting  and  com- 
munications. Smith  Corona 
has  a  unique  persp<'ctive  <m 
the  issue  of  literacy.  Frankly, 
we  b<'lieve  that  through  in- 
vesting in  our  y<»uth,  ne 
an'  helping  t<»  deteiop  a 
valuable  skill  -  communica- 
tions -  that  will  only  gnm 
in  value. 


(;.  i.Ki:  liioMi'soN 

(hdlrnKin  (tnd  (  lA) 
Stnilh  (  oro/Ki 


Studying  pollution  levels  in  local  waterways. 
The  course  shows  students  what  a  career  in 
science  might  be  like  by  integrating  English, 
science,  math  and  computers  into  "the  work 
that  a  scientist  does.  The  program  helps  girls 
see  connections  between  subjects  they're 
studying  and  careers  they  may  pursue." 

No  Money  for  a  Science  Lab? 
"SeU"  Bricks  to  Build  It 

In  Fairmont,  West  Virginia,  East  Dale  Ele- 
mentary's  "trophy  case"  is  packed  with 
awards  for  excellence,  includ- 
ing the  Department  of 
Education's  National  School 
Recognition  Program.  Listen 
to  Principal  Janet  Crescenzi 
and  you'll  know  why.  "We 
can't  rest  on  our  laurels.  Many 
kids  need  so  much  help  to  suc- 
ceed in  school.  We  simply 
have  to  go  the  extra  mile  to 
provide  it."  And  she  does.  The 
school  needed  a  science  lab 
but  there  was  no  money  for 
construction.  Solution: 
Crescenzi  "sold"  bricks,  "like 
they  do  when  building  a  hospi- 
tal. People  got  acknowledged 
for  their  purchase.  I  sold  them 
to  individuals,  to  corporations 
-  to  people  just  passing 
through.  Lots  of  people  could 
afford  a  brick."  She  got 
Industrial  Resources,  a  local 
company,  to  contribute  the 
steel,  engineering  and  labor. 

Crescenzi's  tenacious 
support  for  her  teachers  was 
a  factor  in  the  selection  of 
East  Dale  as  a  Professional 
Development  School  b)-  the 
Benedum  Project,  a  West 
Virginia  initiative  to  improve 
teacher  training  in  the  state. 


porate  communit)-,  but  it  wasn't  going  to 
walk  in  the  door.  So  as  the  CEO  of  this 
school,  I  went  to  business  CEOs  to  make  rr^ 
case.  I  joined  the  civic  organizations  they  at- 
tend, went  to  the  lunches  and  the  ball  games 
and  got  into  the  netuork.  When  we  needed 
something,  I  could  pick  up  the  phone  and 
ask.  Because  they  knew  me  and  my  school, 
they  had  a  context  for  their  investment." 
UTielan  recendy  joined  the  facult}'  of  nearby' 
John  Carroll  Universit}-  to  infuse  some  of  hi« 
"maverick  educator"  ideas  into  the  course 
work  of  future  teachers  in  his  classes.  "We 


BURbANK 

DUTREACH 
CENTER 


MaRISSA  ROSOFT'S  NisION  of  C(X)RDrs\TED  STI'DE.NT  Serntces 
RESn.TFJ)  LN  Tltt:  BlRBVVK  ()lTRH\(i1  CiATFJl. 


"If  You  Operate  a  School,  You've 
Got  to  Act  Like  a  CEO" 

During  his  tenure  as  principal  at  Chambers 
Elementary  in  Cleveland,  Ohio,  Joe 
Whelan's  risk-takiag  philosophy  turned  an 
average  school  into  a  national  model  whose 
teachers  are  often  invited  to  share  their  ideas 
with  others  around  the  countr\-.  Whelan's 
entrepreneurial  energies  have  attracted  local 
business  leaders  and  narional  policymakers, 
including  former  Secretar\-  of  Education 
\\  illiam  Bennett,  to  his  cause.  "To  inipnnc 
C'hambers,  I  needed  support  from  the  cor- 


have  to  encourage  the  next  generation  of 
teachers  to  stop  s;i\ing  'this  idea  \\  on't  work 
because  they  won't  let  us'  and  start  s;n-ing 
'this  will  work  l>ecause  I'll  make  it  work,'  " 
says  Whelan. 

Being  told  it  aiuldn't  be  done  was  what 
nuule  Marissa  Rosoff  decide  to  push  ahead 
with  her  vision:  the  Burbank  C^utRcach 
('enter.  Ros(^rt.  child  welfare  and  attendance 
specialist  for  the  Burbank  L  nified  School 
District,  wanted  to  Ix'tter  axirdinatc  the  ser- 
vices of  agencies  dealing  with  youth  and 
famil)  problems.  "ITie district  had  temtic 


.INTELLECTUAL    IMPERATIVES 


aser-guided  equipment. 
Satellite-sensing  technology:  Com- 
puter-controlled digesters.  Ultrasonic 


I .  ...  -.     1^  managed  timberlands  can 

sealing  techniques.  A  lass  spectrom-  satish  the  nations  environ 

^  mental  and  commercial 

i  eters.  Tools  of  International  Paper's 
trade  in  the  1990s. 


. . .  \o  'wonder  ijne  place  a  premium  on 
education. 

In  fact.  International  Paper  helped  pio- 
neer the  business-education  partnership 
movement  in  the  1950s.  We  also  introduced 
the  widely  acclaimed  "Power  of  the  Printed 
Word"  campaign  encouraging  nationwide 
literacy  \\  hile  the  nature  of  our  businesses 
has  changed  somewhat  over  the  years,  the 
imperatives  haven't.  Education  is  a  pre- 
requisite for  competitive  operation. 

In  the  last  two  years  alone,  the  Interna- 
tional Paper  Company  Foundation  has  pro- 
vided millions  of  dollars  to  support  education 
in  elementan.-  and  secondan.-  schools  in  the 
communities  where  we  operate.  For  1991.  the 
Foundation  has  increased  its  education  pro- 
grams budget  by  nearly  16  percent. 

In  .August  of  this  year,  we  launched  a 
program  for  students  in  grades  seven  through 
nine  in  10,000  schools  across  the  country'. 
"Conser%ing .Americas  Forests"  will  enhance 
students'  understanding  of  how  properly 


needs. 

Additionally,  facility 
support  is  strongly  encour- 
aged  for   local   adopt-a- 
school  programs  in  which  employees  volun- 
teer as  tutors  and  assist  with  program  and 
curriculum  development  as  well  as  fund 
raising. 

For  our  employees,  education  doesn't 
stop  at  the  schoolhouse  door.  Guided  by 
our  Quality-  Improvement  Process,  we  are 
making  available  to  our  employees  learning 
opportunities  ranging  from  time  manage- 
ment principles  to  highly  technical  operator 
training  and  statistical  process  control 
courses. 

Further,  we  are  constantly  expanding  our 
internal  capabilities,  which  already  provide 
85  percent  of  employee  training. 

Cecil  Rhodes,  founder  of  the  Rhodes 
Scholarships,  once  noted  that  educational 
relations  make  the  strongest  ties.  We  agree. 
In  our  plants  and  adjoining  communi- 
ties, educational  activities  are  forging  new 
relations  and  vistas  that  will  benefit  not  only 
our  employees  and  our  customers  but 
society  at  large. 
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Computers  and  Communic«Uons 


10:15AM 

An  Arizona  college  uses 
NEC's  big  business  technology  to  reach 

its  smallest  class. 


There  aren't  many  colleges  willing  to  go  the 
extra  mile  —  let  alone  more  —  to  help  two  students 
fulfill  their  graduation  requirements.  But  thanks 
to  NEC's  sophisticated  telecommunications 
equipment,  Maricopa  County  Community  Colleges 
have  put  music  majors  Correne  Lane  and  Casey 
Henry  in  a  class  by  themselves. 

To  graduate,  both  students  must  complete  a 
course  in  Music  Theory  held  on  a  campus  too  far  away  for 
either  to  reach.  But  with  NEC's  teleconferencing  technology,  Correne  and  Casey 
can  now  attend  class  three  times  a  week.  The  system's  two-way  communication 
capabilities  allow  them  to  see  and  hear  their  professor  while  he  watches  and 
listens  to  their  performances. 

In  addition  to  helping  the  college  bridge  the  gap  between  teachers  and  students 
Maricopa  is  also  using  other  NEC  interactive  equipment  to  keep  administrators  and 
educators  on  the  same  wavelength. 

At  NEC,  we're  constantly  coming  up  with  better  ways  to  bring  people  together. 
You'll  find  our  computer  and  communications  products  in  corporations  large  and 
small.  In  public  and  private  institutions.  In  homes  across  the  country  Helping  people 
share  information  —  wherever  they  may  be. 

To  learn  more  about  NEC's  quality  products,  call  1-800-338-9549. 


SEC 


Quality  That  Proves  Itself. 

Communications  •  Computers  •  Electron  Devices  •  Home  Electronics 
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Everyone  - 
business  in- 
cluded -  has 
responsibility  for  helping 
our  children  gain  a  quality 
education.  We  must  help 
remove  obstacles  to  educa- 
tional excellence  at  all 
levels  -  empowering  school 
districts,  principals  and 
teachers  so  they  in  turn  can 
empower  their  students 
nith  the  ability  and  desire 
to  learn. 

We  must  elevate  the 
status  of  teaching  in  our 
society;  encourage  parental 
involvement;  look  for  ways 
to  make  classes  as  interest- 
ing as  possible;  and  give 
authority  and  accountability 
to  individual  schools  and 
cut  them  free  to  perform 
within  certain  broad 
guidelines. 

Business  must  join  edu- 
cators, parents,  and  govern- 
ment olTicials  in  helping 
our  schools  meet  this  chal- 
lenge of  change. 


DONALD  R.  BEALL 
Chairman  and  CEO 
Rockwell  International 
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relationships  with  the  police  department 
(which  provided  School  Resource  Officers) 
and  other  L.A.  County  agencies.  But  when 
there  was  a  crisis,  we'd  spend  half  the  day 
trying  to  track  each  other  down." 

Undeterred  by  tales  of  turf  wars  in  bu- 
reaucracies, Rosoff  pushed  ahead  with  a  plan 
to  establish  a  center  independent  of  the 
school  district  offices.  It  would  house  two 
school  district  child  welfare  and  attendance 
specialists,  a  juvenile  detective  from  the 
Burbank  Police  Force,  and  an  L.A.  County 
probation  officer.  "I  took  the  plan  first  to 
the  superintendent,  then  the  Police  Chief. 
They  signed  off  on  the  concept.  A  school 
board  member  helped  take  it  to  the  City 
Council." 

The  OutReach  Center  opened  in  April 
just  under  three  years  after  Rosoff  proposed 
it.  "Think  of  it  as  an  emergency  room  for 
families  in  crisis,"  says  Rosoff.  "VVTicn  teach- 
ers identify  a  problem  with  a  child,  it  doesn't 
take  days  to  tackle  it.  The  left  hand  now 
knows  what  the  right  hand  is  doing.  Kids 
don't  h\\  into  the  cracks."  Rosoff  says  that 
the  budget  is  "probably  pun)*  by  corporate 
standards.  Our  annual  operating  Inulgct,  ex- 
cluding salaries,  is  $10,000.  .-Viid  we  get  ex- 
cited when  somebody  gives  us  a  free  batch 


of  pencils  or  a  roll  of  fax  paper.  I've  been 
a  teacher  and  a  counselor  in  California 
schools  for  20  years.  I  can't  remember  a 
time  when  resources  were  so  scarce.  Lots 
of  school  reformers  say,  'Throwing  money 
at  the  problem  won't  solve  the  education  cri- 
sis.' I  agree.  But  we  haven't  seen  any  monev 
being  'thrown.'  I  in\ite  those  people  to  the 
OutReach  Center  to  do  a  cost/lienefit  analy- 
sis. Partway  into  the  morning's  third  child 
abuse  case,  I'll  bet  they'd  l>etter  understand 
some  o\  the  roots  of  our  education  crisis  and 
why  it  takes  more  than  talk  to  sol\-e  it." 

CEOs  Become  Principals  for 
A  Day  in  San  Francisco 

.•\  few  hundred  miles  to  the  north,  Ra\- 
Cxirtincs,  superintendent  of  the  financially 
strapped  San  Francisco  L'nifieil  School 
District,  has  a  terrific  relationship  with  San 
Francisco  business  leaders,  in  part  l>ccause 
he  invites  them  to  "spend  a  day  in  our 
shoes."  His  sutvessfiil  Pnncifkil-for-ti-Diix 
program  brings  in  high-le\  el  business  volun- 
teers to  run  a  sch(K)l  ttir  the  day.  "It's  an 
eye-opener."  says  C  x>rtines.  anil  "more  effec- 
tive at  conuuunicating  the  problems  a\\*\ 
opix)rtimities  facing  die  district  than  any 
speech  I  give." 
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ConSem:  An  Entrepreneurial  Solution 
To  Financing  Higher  Education 
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n  the  minds  of  most  Americans,  higher 
education  will  always  hold  a  verv  special 
place.  Ensuring  that  our  children  have 


Reverend  John  I'.  H'halen, 
former  President  of  Catholic 
Vniveritity  and  Chairman  of 
Lniremity  Support  Serrices. 


access  to  the  best  in  educational  opportunities 
is  an  iiuegral  part  of  the  American  Dream. 

The  American  business  comnuuiilv  also 
has  a  vested  interest  in  education.  To  business 
and  to  society  as  a  whole,  it  is  vital  to  contin- 
ued prosperity  and  securitv  to  develop  indi- 
viduals with  excellent  academic  and  tecluiical 
skills. 

It  has  been  American  business'  support 
of  education  that  has  hel[>ed  make  this  nation 
a  leader  in  so  many  fields.  I'his  support  will 
become  even  more  important  in  the  future  as 
U.S.  citizens  compete  in  a  world  becomins 
more  competitive  and  technologicallv  sophis- 
ticated. 

Now  companies  of  all  sizes  can  offer  their  emplovees  help  in  manag- 
ing education  costs,  thanks  to  a  unique  private  sector  program  sponsored 
by  the  United  States  Chamber  of  Commerce,  based  in  Washington,  D.C.. 
which  has  a  vital  interest  in  education  initiatives.  The  U.S.  Chamber 
ConSeni:  Loans  for  Education  program  provides  low-interest,  long  repay- 
ment term  education  loans  to  employees  and  families  of  U.S.  Chamber 
member  companies.  Developed  and  administered  by  University  Support 
Services,  a  nonprofit  corporation,  the  program  is  designed  to  provide 
funds  to  creditworthy  families  to  meet  the  large  and  concentrated  nature 
of  college  expenses.  Thousands  of  U.S.  Chamber  of  Commerce  companies 
sponsor  the  program,  which  has  provided  nearlv  $250  million  to  emplov- 
ees and  family  members.  These  corporate  sponsors  pay  a  nominal  fee  (as 
low  as  $50)  and  have  no  financial  liability  or  administrative  burden. 

ConSern  rej)resents  the  kind  of  i)ri\atc  initiatixc  based  on  productive 
partnerships  with  I  .S.  business  that  lies  at  the  heart  of  a  successful  (mi- 
treprenemial  effort  to  support  education.  Reverend  .lohn  P.  \\  halen.  for- 
mer Presi(l(Mit  of  Catholic  I  niversity  and  Chairman  of  I  niversitv  Support 
Services. 


we  re  m  an  age  w 


[)()mts  out 
know  ledge,  not  bricks  and  mortar, 
the  resources  an  average  family  has  and 
college.  In  a  recent  sur\<'\  we  c()uduct<>(l 
could  not  have  sent  their  children  lo  col 
we  re  here. 


jere  the  real  capMal  we  need  is 
lere  is  an  enormous  gap  between 
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costs  of  sending  children  to 


().')%  of  participants  sanl  tlie\ 
without  ConSrrn.   1  hat  s  w 
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i'Or  more  information  on  sponsoring  the  ConS«'rn:  Loans  lor 
'  Education  program  at  vour  companv.  please  w  rite  to: 

U.S.  (-haiiiher  ('onSerii 

205  \an  nurrii 

Suite  200 

I  lerndon.  \  A  22()?() 

Or  Call:  l-800-S()S-L()AN 
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\1  Chnsler 
He  re<'opiixe 
the  ne***!  (« 
help  mobili/e  e\en<>ne 
in>ol><Hi  lo  me<'t  the  cur- 
n'n(  challenges  of  eduea- 
lion.  If  He  ^el  more  adults 
dropping  into  M'h<N>ls.  the 
kids  Hill  stop  dn»ppin^ 
out.  That  is  Hh>  ne  encour- 
age our  emplo>(H's  to  >ol- 
unteer  in  their  l(N-al 
M'hools.  to  sene  as  tutors 
and  mentors  and  to  help 
teaeher>  in  the  tou0i  nork 
that  the>  do.  (!hr>sler's 
World  of  Work  pro^m  for 
Chr>sler  volunte4*rs  nn-enth 
re<"ei>ed  l*n'sidenl  Bush's 
Point  of  Li^ht  anard.  It  Has 
the  first  corporate  pn»grani 
to  Hin  the  anard.  I  am 
proud  of  our  employee  in- 
v<»l>ement  and  nill  cimtin- 
ue  to  encourage  Chrysler's 
people  to  do  their  part.  He 
can  S4»he  our  educatitm 
pniblems  ife^enone  gels 
imohed. 

LKE  A.  lACOCCA 
Chninnan  and  CEO 
Ciinsler  Corporation 
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Through 
socially 
progressive 
advertising  and  corporate 
sponsorships,  Benetton  has 
long  been  committed  to  the 
povv^er  of  ideas  to  better  the 
world.  We  believe  that  or- 
ganizations that  combine 
simple,  good  ideas  and  an 
entrepreneurial  spirit  -  the 
elements  which  have  en- 
abled Benetton  to  grow  in 
almost  100  countries  -  are 
the  key  to  positive  change. 

With  the  same  en- 
trepreneurial spirit.  Teach 
For  America  is  putting  a 
good  idea  to  work.  In  our 
rural  communities  and 
inner  cities,  Teach  For 
America  brings  the  light 
of  education  to  our  chil- 
dren in  the  hope  that  in 
the  future  their  morning 
collec  and  ours  will  come 
with  more  enlightened 
news. 

Inited  Colors  of 
Benetton  is  proud  to  sup- 
port Teach  For  America 
and  its  founder  Wendy 
kopp  through  BB^ITTO^ 
0^  T(H  K,  a  multicultural 
fashion/pert'ormance  bi'ue- 
fit  taking  place  in  five  cities 
this  fall. 


LUCIANO  BKNKTTON 
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Indeed.  Anthony  Tiano, 
CEO  of  Station  KQED,  wrote  to 
Cortines  after  his  day  on  the  job. 
"I  came  away  feeling  that  we  want 
to  do  more  . .  .and  we  should. 
I  left  the  school  with  great  confu- 
sion. How  can  this  school,  in  the 
midst  of  [financial]  crisis,  still 
treat  the  students  with  such  love 
and  respect?  The  headlines  don't 
cover  it." 

Cortines,  recognized  as  one  of 
the  most  successful  big  city  superin- 
tendents in  the  United  States,  was 
recently  asked  by  Lamar  Alexander, 
Secretary  of  Education,  to  join  the 
Department  of  Education  to  help 
sell  the  President's  America  2000 
education  strategy.  With  a  year  left 
on  his  contract  in  San  Francisco, 
he  declined.  "The  job  would  have 
been  exciting  and  I  could  have 
brought  the  perspective  of  a  practi- 
tioner to  it.  But  I  have  a  responsi- 
bility here  to  get  through  this 
financial  crisis." 

Cortines  has  been  both  popu- 
lar and  controversial  in  each  district 
where  he's  been  superintendent. 
He  makes  an  open-door  pohcy  part 
of  his  managerial  philosophy.  "Any- 
body should  be  able  to  see  me  if 
they  need  to."  His  12-hour-a-day 
schedule,  which  starts  at  6:00  every 
morning,  includes  appointments  with 
parents,  teachers  and  other  district 
employees  who  want  to  talk  with  him. 

It  was  Cortines'  "bring  in  your  ideas" 
policy  that  encouraged  Doris  Dillon,  an  ele- 
mentary school  teacher  in  San  Jose,  to  walk 
into  his  office  when  he  was  superintendent 
of  that  district  eight  years  ago.  "New  teachers 
were  coming  into  the  district,  but  we  didn't 
have  a  formal  training  program  to  welcome 
and  support  them  during  dieir  first  year," 
says  Dillon.  "I  knew  the  statistics  about  how 
many  teachers  drop  out  after  the  first  year. . . 
I  went  to  Ray  and  said,  'We've  got  new 
teachers  coming  into  the  system,  bringing 
new  energy.  We  need  a  program  that  en- 
courages them  to  stay  in  teaching,  that  pairs 
them  with  our  best  teachers.'  I'd  no  more  fin- 
^  ished  the  sentence  than  Ray  said,  'Great  idea, 
Doris.  And  you'll  do  it.  Tell  me  what  you 
need  and  we'll  find  the  money  and  the  re- 
sources.' Eight  years  later  it's  still  going. 
His  willingness  to  invest  in  my  ideas  gave 
me  confidence  to  push  others  forward,  even 
after  Ray  left.  1  le  has  inmlc  n  mark;  here." 


TFA  Recritt  Jkrry  Petri  s  Helps  Kids 
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Teach  For  America  Puts 
New  Teachers  in  Places 
Others  Won't  Go 

Twent)-fDur-\ear-old  \\'end\  Kopp  has 
never  taught,  but  in  less  than  a  \ear  she's 
made  a  mark  on  the  nation's  schools.  I  ler 
program,  Tiuich  ForAmmca,  recruits 
highly  motivated  graduates  from  the  na- 
tion's top  universities  to  teach  in  sch(X)l 
districts  suffering  from  persistent  teacher 
shortages.  It  enters  its  second  ^  ear  as  a 
$6.8  million  organization,  which  has 
doubled  in  si/.e  from  500  to  1,(XX)  new 
corps  members. 

Teach  For  America  got  a  quick 
start  a  \ear  ag(\  when  Kopji  nimed  her 
Princeton  L'niversit)  thesis  alK)ut  a  Peace 
Corps-style  teaching  airps  into  reaiirv . 
The  itica  was  to  recniit  bright,  creative 
college  grads  who  hatln't  majored  in  edu- 
cation, train  them  in  problem-soK-ing 
and  teaching  basics.  \\n\\  place  them  ft>r 
two  \ears  in  some  of  Americas  lui'ilirst 


IF  WE  DONT  PAY  ATTENTION  TO  WHAT'S  GOING 
ON  IN  SCHOOL,  WHY  SHOULD  HE? 
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What  goes  on  in  the  classroom  is  everyone's  business,  everyone's 
responsibility.  That's  why  BP  supports  the  Cleveland  Summit  on 
Education,  a  pioneering  program  that  is  getting  the  entire  com- 
munity involved  with  its  schools.  Comprised  of  parents,  educators, 
neighborhood  groups,  and  community  leaders,  the  Education 
Summit  has  developed  its  own  ambitious  plan  for  improving  the 
Cleveland  Public  Schools  dramatically  by  the  year  2000.  Because  if 
we  don't  get  involved  in  our  children's  education,  our  children  wont 
get  an  education.  For  more  information,  write  BP,  Public  Affairs, 
200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


TTie  Energy  To  Change 
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Traditional 
American  edu- 
cation systems 
produce  far  too  few  compe- 
tent graduates  to  fill  the 
new,  more  technologically 
infiuenced  careers  of  today 
and  tomorrow.  Without 
qualified  new  entrants  into 
our  work  force,  America  will 
become  a  country  with  the 
industrial  capacity  to 
progress,  but  without  the 
vital  human  resources  to 
carry  it  through. 

nr  Corporation  has  rec- 
ognized this  problem  and 
has  developed  a  network  of 
41  m  Technical  Institutes  - 
community-based,  degree- 
level  postsecondary  schools 
located  in  20  states.  iTF 
Technical  Institutes  have 
emerged  as  innovators  in 
education  delivery  method- 
ologies, blending  the  best  of 
academic  and  experiential 
applied  learning  systems  to 
provide  students  with  the 
analytical  and  practical 
skills  most  in  demand  by 
/Imerican  employers. 
Programs  of  study  include 
electronics  engineering 
technology,  computer-aided 
manufacturing  and  comput- 
er-aided drafting. 

RENE  R.  CHAMPAGNE 

President 

rir  luh/edtiorid/ 

Se  trices.  I  tic. 
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urban  and  rural  schools. 
Corporate  contributions 
would  pay  for  recruitment  and 
training,  and  school  districts 
would  pay  the  corps  members 
as  provisional  teachers. 

"Word  about  Teach  For 
America  first  hit  college  cam- 
puses in  January  of  1990," 
notes  Kopp,  "and  we  had  gen- 
erated 2,500  applications  by 
April."  That  same  year,  the 
fledgling  organization  raised 
$2.5  million  and  placed  500 
new  corps  members  ft-om  172 
colleges  and  universities  in 
schools  in  inner-city  New 
York,  Los  Angeles  and  New 
Orleans,  as  well  as  in  Baton 
Rouge  and  rural  North 
Carolina  and  Georgia.  Corps 
members  went  to  neighbor- 
hoods that  can  crush  the  de- 
sire to  learn.  Most  of  these 
neighborhoods  have  schools 
with  broken-down  facilities, 
few  supplies,  disheartened 
staff  and  low  expectations. 
Corps  members  went  to  these 
schools  -  and  go  again  this 
fall  -  because  they  believe 
they  can  make  a  difference. 

"Corps  members  went  to  good  univer- 
sities. Most  came  from  educated  homes. 
They're  articulate,  they're  well-read,"  says 
Thomas  Popkewitz,  a  professor  of  educa- 
tion at  the  University  of  Wisconsin  in 
Madison,  who  is  researching  Teach  For 
America's  progress.  "There's  a  tremendous 
disparity  between  the  world  they  grew  up  in 
and  the  world  they're  confronting.  They 
walk  into  classroom  situations  that  can  be 
so  out-of-hand  that  the  first  issue  is  getting 
control.  But  that  focus  on  control  can  be- 
come deadening,  because  education  is 
about  ideas. 

"Corps  members  have  to  look  as  if 
they're  traditional  teachers  to  be  accepted, 
but  they  also  need  to  be  innovative,  because 
the  situations  they're  placed  in  are  not  fimc- 
tioning,"  says  Popkewitz.  "So  they  walk  a 
y^ry  fine  line.  To  what  extent  can  they  be  in- 
novative when  they've  got  to  make  sure  the 
kids  are  sitting  in  their  seats?" 

WTiat  docs  happen  when  creative  ener- 
gy and  high  hopes  come  tace-to-facc  with 
the  rcalit)'  of  these  schools?  Less  than 
some  corps  members  had  hoped,  but  more 
than  many  education-watchers  had  ever 
imatrjiicii. 
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JoRGt  Brito  Left  a  Job  as  EcosoNnsr.  BnyLAi  of  L\bor 

Statistics,  to  Joe\  TFA  as  a  Fifth  Grade  Te.\cher  at  VIott 

Kall  PiiBuc  School.  Nem  York  Cit^  . 
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"Every  Story  I'd  Heard  Was  True" 

"It  was  a  huge  blow  to  find  that  students 
didn't  respond  to  some  lessons,"  admits 
corps  member  Erin  Holifield,  who  teaches 
high  school  speech  and  drama  in  New 
Orleans.  "I've  had  to  come  to  terms  \\ith  the 
fact  that  I  have  an  awful  lot  to  leam.  The 
stories  I'd  heard  about  coming  home  in  tears 
every  day  were  true.  \\'e  thought  we'd  be 
able  to  rise  above  the  difficulties,  but  we 
couldn't  always  do  it" 

Yet  by  June,  450  of  the  original  500 
corps  members  still  remained,  a  higher  per- 
centage than  that  achieved  in  the  regular 
ranks  of  first-year  teachers.  .\nd  dorens  of 
corps  members  have  clear  evidence  of  their 
success  -  success  remarkable  by  almost  any 
standard.  Erin  Holifield's  classes,  for  cvam- 
ple.  won  32  of  42  prizes  -  including  all  the 
top  prizes  -  in  the  New  (Orleans  Parish 
Speech  Tournament.  I  lolifield  figures  she 
made  up  in  detemiination  what  she  lacked  in 
experience.  "\\"c  volunteers  left  that  first 
Ttthh  For  Arnctica  summer  institute  over- 
flowing with  enthusiasm  and  energy ,"  recalls 
Holifield.  "1  don't  hiow  if  we  were  naive  or 
anilly  ctMnmirtcd.  but  1  threw  nivsclf  head 


Iirittw  7  have  a  total  of  302  schools  around 
11  KRj  the  |[  U.S.  introduced  the  Kumon 
hethod  into  their^  ^educational  system? 


KUMON 


Kumon's  innovative,  step-by-step  worksheets  allow 
each  student  to  learn  at  a  level  just  right  for  theni.  With 
Kumon,  students  improve  concentration  and  perseverance  and  gain^ 
self-esteem.  In  addition  to  in-school  programs  in  the  U.S.,  a  total  of 
1.77  million  children  in  over  20  countries  and  regions  are  making 
progress  with  the  Kumon  Method,  proving  what  we've  thought  all  along  — 


Kumon 


Believing  in  the  potential  of  every  child 


Developing 

Good  Study 

Habits 


The  Kumon  Method  is  designed  so  each  student  has  an 
individual  program.  Because  each  person  absorbs  knowledge 
at  their  own  rate,  Kumon  can  cater  to  all  abilities  and 
age  groups. 


When  students  enroll  in  the  Kumon  program  they  are  given 
a  Diagnostic  Test.  From  this  starting  point  determined  by 
the  test,  they  gain  immediate  success,  attaining  100%  with 
each  set  of  worksheets  and  gaining  confidence. 


Repetition  is  the  basis  of  Kumon's  success,  giving  students 
adequate  time  to  consolidate  and  master  each  area  covered 
in  the  program.  With  repetition,  each  level  is  easier  if  the 
previous  level  is  thoroughly  learned. 


Students  are  encouraged  to  set  aside  between  10-30  minutes  a  day 
for  Kumon.  Because  the  program  is  minutely  calibrated  and  contains 
numerous  examples  for  newly  introduced  sections,  individuals  can 
work  independently  and  discover  the  joy  of  self  learning.  With  regular 
study  habits,  they  achieve  success  and  set  higher  goals. 


Soiid  Foundation 

for  Higher 

IVIatliematics 


Kumon  teaches  students  to  think  for  themselves.  Instruction 
is  given  at  appropriate  times,  yet  the  program  is  specifically 
tailored  to  make  progress  smooth  and  easy  with  a  self 
learning  method.  We  believe  that  to  learn  by  yourself  is  the 
best  way  to  learn. 

Kumon  prepares  individuals  for  greater  success  at  progressively 
higher  levels  of  learning.  Students  who  study  high  school 
math  in  primary  school,  for  example,  gain  knowledge  they 
can  apply  later  in  their  education,  and  then  have  more  time 
to  perfect  other  subjects. 


Bekevngmihepoisnbalol  every  chU 

KUI\/ION 
INSTITUTE  OF 
EDUCATION 


■Please  contact  the  nearest  Kumon  office  for 
more  information  concerning  the  Kumon  Method. 

Los  Angeles  Tel:  213-216-3311  Fax    213-370-0902 
U.S.  East  (Fort  Lee)  Tel:  201  947-0707  Fax:  201-947-0709 
Houston  Tel:  713-622-8880  Fax:  713-622-7743 


San  Franosco  Tel  415-347  8818  London  Te(  061  343^3307  Bnsbww  Tel  0783^9111 

Soulhvyesl  (Phoenn)      Tel  602995311 1  OusaetdOfI  Tel  021 1  594077  Jakarta  Tel  021711997 

CNcago     ■  Tel  70e^&8384  SAo  Paiio  Tel  Oil  887  1869  Hong  Kong  Tel.  89&«S33 

Birmingham  (Alabwna)  Tel  205-833  8985  Ro  de  Janevo  Tel  021  222  1474  Tapai  Tei  02  543-2391 

Toronto  Tel  41&490  1722  Sydney  Tel  02-438-2640  Tactmr^  Tel  04  22(K)683 

Vancouver  Tel  604  732  7930  Moltxxjrne  Tel  03 696 1 566  Kacy^sung  TfH  07282 6470 


Osaka  Head  Office  5-6-6  Nishlnakajima,  Yodogawa-ku.  Osaka  532.  Japan       Tel  06-306-4632       Fax  06O01-O371 


■\i 


CEOs 
Sf^eak 
Out 


niiat  I  find 
most  hearten- 
ing about  the 
recent  initiatives  in  educa- 
tion reform  is  the  recogni- 
tion that  it  is  time  to  move 
beyond  incremental  ap- 
proaches to  embrace  fun- 
damental change  in  the 
way  we  educate  our  chil- 
dren. The  Bell  Atlantic 
Charitable  Foundation  is 
helping  break  this  new 
ground,  by  forming  the 
lasting  partnerships  neces- 
sary to  foster  the  skills  that 
will  be  the  foundation  of 
the  information  economy. 
But  the  most  significant 
changes  in  our  educational 
system  will  derive  from 
technology  itself;  in  the  fu- 
ture, the  infrastructure  for 
learning  will  be  built,  not 
of  bricks  and  mortar,  but 
of  fiber  and  photons.  If  the 
key  to  education  reform  is 
expanding  ''choice,"  infor- 
mation technologies  will  be 
able  to  expand  a  parent's 
or  a  student's  real  choices 
in  a  way  that  no  physical 
reshuflling  of  resources 
could  accomplish  -  making 
access  to  knowledge  as 
universal  as  the  impulse 
to  learn. 

RAYMOND  W.  SMITH 

(luiinnitn  ancl  CEO 
lie//  \ll(iiilic  Corporafion 
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Jii.L  Galxding  Takes  Her  Experience  as  a  Researcher  at  Vlir  s 

Artificial  Intelligence  Lab  and  Her  MIT  Master's  Degree  in  Lcsghstics  to  Her  Semlnth 

Grade  Science  Glasses  at  I.S.  117.  Brooicl\^.  Ne«  >ork. 


long  into  it.  I  think  I  felt  compelled,  because 
of  the  nature  of  Teach  For  America,  to  be  en- 
thusiastic and  energetic,  and  I  think  that 
made  a  real  difference." 

Another  corps  member,  Sarah  Van 
Orman,  who  teaches  biology  in  rural 
Georgia,  was  nominated  by  the  school's  stu- 
dents as  teacher  of  the  year.  Jorge  Brito,  who 
teaches  bilingual  science  and  math  in  Spanish 
Harlem,  organized  a  science  fair.  Baton 
Rouge  teacher  Lori  Donoho,  the  only  math 
teacher  at  her  high  school,  coached  volley- 
ball, started  a  dance  club,  co-directed  a  fitness 
club  and  the  school  choir  and  served  on  the 
policy-making  school  advisory  council.  The 
list  goes  on  and  on,  testimony  to  corps  mem- 
bers' intelligence  and  drive. 

Those  450  first-year  corps  members 
are  now  beginning  their  second  year.  Mean- 
while, a  new  batch  of  783  first-year  recruits 
are  entering  classrooms  in  New  York  City, 
Newark,  Los  Angeles,  New  Orleans,  Baton 
Rouge,  Miami,  Oakland  and  Houston,  and  in 
rural  areas  in  Arkansas,  Texas,  Louisiana, 
Georgia  and  North  Carolina.  In  ever\'  case, 
the  districts  have  persistent  teacher  shortages 
and  cope  by  using  alternative  certification  for 
people  without  teaching  credentials. 

According  to  K"pp,  both  first-year 
and  second-year  corps  members  are  better 
prepared  this  fall,  thanks  to  changes  in  the 
summer  training  program.  "We've  fine-tuned 
how  we  select  teachers  and  how  we  train 
them,"  Kopp  explains.  "We  brought 
in  a  council  t)f  deans,  we  put  the  training  in- 
stitute in  their  hands,  and  they  constructed 
a  new  curriculum  and  a  more  rigonius 
assessment." 


Teach  For  America  Profile 

Nonprofit  Organization 
Founded  1990 

Concept 

A  national  teacher  corps  of  recent  college 
graduates  who  commit  two  years  to  teach 
in  urban  and  rural  areas  experiencing  persis- 
tent teacher  shortages. 

Revenues 

Currendy  funded  by  charitable  contribu- 
tions of  foundations,  corporations  and 
individuals. 

1990 $2.5  million 

1991 5.0  million  (projected) 

1992 6.8  million  (projerted) 

Challenges 

•  To  make  a  dift'erence  in  troubled 
schools. 

•  To  influence  teacher  status,  training 
and  support  nationwide. 

Founder 

Wendy  Kopp.  age  24. 

Grew  up  in  Dallas,  Texas.  While  at 
Princeton's  WcHxinm  Wilson  Schixil 
of  Public  and  Intcnianonal  Artairs,  scrvetl 
as  president  of  a  student-run  nonpmfil 
org.uii/ation  and  as  publisher  o\  snulont- 
niii  Hiisincss  I'otLiy,  \\  hich  circulates  tv> 
200,IXX)  students  at  99  ailleges  and 
universities. 

Quote 

"  Ihc  iilea  just  jx^ppeil  into  my  head. 
1  knew  the  nione\-  w^as  out  there    . . 
I  finally  decided  to  just  tn  it." 


AMEMCA'S 

WORKFORCE 

DANKRUn? 


Many  business  leaders  believe  the  answer  to  that 
question  is  a  frightening  "Yes."  They  perceive  an 
absence  of  connmitnnent,  a  lock  of  maturity  and  the 
inability  to  absorb  training  to  be  on  olornning  trend 
in  much  of  today's  youth. 

But  perception  isn't  necessarily  reality.  Consider  the 
people  who  hove  served  in  the  Army. 

.The  Army  enlists  quality  people. 

The  Army  believes  America's  youth  belong  in  school. 
Our  recruiters  ore  strong  advocates  for  good  study 
habits  and  high  school  completion.  We  believe  it 
pays  off. 

Over  98  percent  of  new  recruits  ore  high  school 
graduates.  Over  two  thirds  score  above  average  on 
the  Armed  Forces  Qualification  Test,  a  standardized 
aptitude  test. 

These  smart  new  soldiers  then  become  students  in 
the  nation's  largest  technical  training  organization. 
With  18  major  technical  training  complexes,  the 
Army  trains  young  adults  in  over  300  specialities, 
many  that  involve  high-tech  equipment  and  state- 
of-the-art  technology  It  is  a  system  that  graduates 
over  100,000  men  and  women  each  year. 


Transferroble  skills. 

Researchers  at  Ohio  State  University  found  that 
percent  of  the  people  recently  separated  from 
the  Army  had  transferred  the  occupational 
skills  acquired  in  the  military  to  their  civilian 
employment.  This  was  slightly  better  than 
the  rote  of  skill  transfer  by  graduates  of 
business  schools  and  vocational /technical 
colleges.  But  beyond  occupotionol  skills, 
soldiers  acquire  other  lifelong  qualities. 
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As  0  matter  of  fact,  a  survey  of  hundreds  of  employ- 
ers, many  from  Fortune  500  companies,  clearly 
shows  that  they  value  the  attributes  soldiers  develop 
in  the  Army  and  will  hire  young  people  who  ore 
reliable,  disciplined  and  hove  responsible  attitudes 
toward  work. 

How  the  Army  Career  and  Alumni  Program 
helps  America. 

This  yeor  about  150,000  men  and  women  will  leave 
the  Army.  As  they  return  to  civilian  life,  they  bring 
with  them  self-discipline,  motivation,  and  technical 
skills  America's  work  force  needs.  To  help  them  get 
a  head  start  on  their  civilian  careers,  the  Army  estab- 
lished the  Army  Career  and  Alumni  Program  (ACAP). 

At  ACAP  Centers  around  the  world,  the  Army  provides 
training  in  job  search  skills  for  soldiers  and  their  fam- 
ilies. Besides  facilitating  their  entry  into  the  civilian 
world,  the  ACAP  program  prepares  soldiers  to  moke 
immediate  contributions  in  their  new  civilian  jobs. 

How  ACAP  can  help  your  business. 

While  ACAP  serves  the  needs  of  the  soldier,  it's  olso 
a  resource  for  employers  across  America.  Interested 
employers  may  enter  their  firms  into  the  Army 
Employer  Network  Data  Base  and  find  out  more 
about  ACAP  by  calling  1-800-445-2049. 


t  mokes  sense  to  support  Army  recruiting  ond  Army 
Alumni.  The  Army  will  continue  to  recruit  and 
^x     train  high-quality  young  men  ond  women 
>  f-^    because  they  ore  the  key  to  maintaining 
^Ntt^,     America's  defense.  And  the  Army  will  con- 
^  >■  -■'     tinue  to  return  to  the  civilian  sector  capable, 
mature,  highly-motivated  young  people, 
ready  to  Be  All  They  Con  Bg'  as  port  of 
America's  work  force. 
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Government 
money  and 
(he  control 
that  accompanies  this 
money  is  mining  liigher 
education  in  America. 
Evidence  al^ounds  to  reveal 
that  federal  money  and 
therefore  federal  control  is 
ultimately  responsible  for 
quotas,  corruption,  '^politi- 
cally correct"  thinking, 
lower  academic  standards, 
the  politicization  of  cam- 
pus, loss  of  efficiency  and 
productivity,  neglect  of  tra- 
ditional values,  price-fix- 
ing, soaring  costs,  incoher- 
ent curricula  and  the 
abolition  of  free  inquiry 
and  open  discussion. 

At  Hillsdale  CoUege  the 
entrepreneurial  solution  to 
this  malaise  is  to  raise  all 
of  our  own  funds  from  the 
private  sector.  The  College 
does  not  accept  one  penny 
of  federal  money.  We  are 
free  of  government  control, 
able  to  determine  our  own 
affairs  and  to  defend  the 
freedom  and  traditional 
values  of  our  faculty  and 
students  and  of  our  grow- 
ing constituents  through- 


out the  country. 

DR.  (;E()R(.E  ROCHE 

I     President 

Hillsdale  Collegi 


Popkewitz,  charged  with  evaluating  Teach  For  America's 
progress,  wonders  whether  these  changes  indicate  the  begin- 
ning of  a  shift  away  from  entrepreneurial  innovation  toward 
education-as-usual  in  die  struggling  schools.  The  trainers, 
who  include  faculty  members  from  the  schools  where  corps 
members  work,  "are  socialized  to  existing  schools  and  exist- 
ing approaches,"  he  points  out.  "Maybe  some  of  the  com- 
monplace elements  of  schools  shouldn't  be  taken  for  granted, 
but  should  be  questioned." 

Corps  members  themselves  quickly  recognize  the  institu- 
tional Umitations  to  their  creative  approaches.  High  school 
science  teacher  Lori  Hidek,  for  example,  reflects,  "I've  tried 
to  help  kids  connect  science  to  life  and  work  and  other  class- 
es, to  develop  a  greater  sense  of  the  outside  world.  I  did  bet- 
ter with  that  in  the  first  part  of  the  year.  At  the  end  I  was 
pushing  to  get  through  state  objectives." 

"People  say,  'How  are  you  going  to  change  education?' 
They're  looking  for  instant  solutions.  That's  an  unfair  expec- 
tation," says  Popkewitz.  Nevertheless,  that's  exacdy  the  ex- 
pectation Teach  For  America  has  for  itself-  big  dreams,  plus 
the  drive  to  go  after  them.  Goals  include  pursuit  of  federal 
funding  options  "which  include  fewer  strings  than  other  types 
of  federal  support,"  according  to  the  organization's  five-year 
plan.  Teach  For  America  will  also  seek  state  funding  and  dona- 
tions from  corporations  at  local  school  sites. 

When  asked  if,  looking  back,  there  was  anything  she 
would  have  done  differendy,  Kopp  says:  "Tons  of  people 
have  questioned  our  decision  to  start  out  big.  I  may  have  met 
one  other  person  who  thought  we  should  actually  recruit  500 
people  in  the  first  year.  It  does  sound  crazy,  loolang  back  on 
it,  but  I  am  still  totally  convinced  that  it  was  what  we  needed 
to  do.  That  was  the  best  strategic  decision  we've  made.  We 
encountered  problems,  yes,  but  if  we  had  recruited  100  peo- 
ple, we  would  have  encountered  the  same  problems." 

Exploring  Spin-offs  to  Fund  Expansion 

But  what  lights  up  Kopp's  eyes  is  the  prospect  of  generating 
profit  -  as  do  YMCA  health  clubs  -  to  expand  the  organiza- 
tion's activities.  "Profit-generation  has  enormous  potential," 
sa}'s  Kopp.  "We're  exploring  profit-generating  ideas. 
Corporations  spend  milHons  of  dollars  on  remedial  training. 
Our  greatest  assets  are  our  corps  members,  who  would  love 
to  make  additional  money  during  the  summer.  We  could  set 
up  some  kind  of  program  that  would  be  profit-generating  for 
us,  too.  We  could  provide  a  training  institute  for  non-corps 
members  who  want  to  get  into  the  teaching  profession.  We 
could  capitalize  on  Teach  For  America's  name  to  market  cer- 
tain products  to  the  education  community.  There's  a  host 
of  ideas,"  she  says. 

"The  success  of  Teach  For  America  is  tied  to  the  success 
of  reforms  in  decreasing  the  bureaucracy  in  schools," 
Popkewitz  insists,  "and  to  its  own  ability  to  live  with  ambigui- 
ty. But  as  it  grows,  can  you  get  a  larger  organization  to  act 
that  way?" 

No  problem,  according  to  Kopp.  In  addition  to  an  ojx^n- 
minded  organization  philosophy,  each  year's  new  hatch  of 
young  recruits  assures  innovation  and  motivation.  "I  believe 
in  change,"  says  Kopp.  "There's  always  a  better  way  to  do 
something.  We  are  unbelievably  rcs|H)nsive  to  what  we  see 
out  there  that  needs  to  W  chanijed." 


CEOs 
Sffenk 
Out 


I  believe 
that  any  child 
wlio  is  pre- 
sented Hith  materials  that 
predseh  match  his  or  her 
level  of  abilitv  will  enjoy 
learning  and  come  to  knofi 
the  joy  of  developing 
his  or  her  own  limitless 
capabilities. 

1  am  convinced  that 
this  learning  method  can 
be  adapted  to  the  require- 
■nents  of  children  in  any 
countn  and  nill  help  them 
de>elop  their  abilities. 

Iliere  are  no  national 
boundaries  wlien  it  comes 
to  a  child's  education. 

CHAIRMAN 
TORI    KIAION 
kumon  Institute 
of  Education 


PovN^er  tools  for  the  mind. 


If  you  want  to  do  a  job  right,  you  need 
the  right  tools.  Fortunately,  there  ore  no  tools  more 
perfect  for  communicating,  creating  and  computing 
than    Smith   Corona   typewriters,    personol   word 
processors  and  personal  computers. 

Our  every  feature  is  designed  to  help  you,  not 
confuse  you.  Your  fear  of  technology  is  replaced  by 
TYPEWRITERS  PERSONAL  WORD  PROCESSORS  PERSONAL  COMPUTERS  TYPEWRITERS  TOOLS  FOR  THOUGHT' 

..^n.  v«,te  to  Sm,ih  Corooo  Corp..  65  Uxuj.  Ave  .  New  Conoon.  CT  06840  o.  Sn>.lh  Co.«>o  Conodo.  440  Top«:o«  Rd    Scorborex/gh.  Ontto,  Conodo  MIB  I Y4 


the  freedom  to  think.  And  with  that  freedom, 
you'll  find  that  suddenly  writing  becomes  easier. 
Work  becomes  more  enjoyable.  Your  brain  shifts  info 
high  gear. 

So  if  you  want  to  turn  on  your  mind,  the  answer  is 
exceedingly  simple.  Just 
turn  on  a  Smith  Corona. 


SMITH 
CORONIV 


I 


^* 
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With 

America's 
work  force 
falling  behind  in  produc- 
tivity and  service,  public 
broadcasting  stands  ready 
to  use  its  extensive  experi- 
ence in  educational 
telecommunications  to 
help  produce  a  work  force 
capable  of  competing  in 
the  global  marketplace. 
The  Corporation  for  Public 
Broadcasting  brings  to- 
gether business,  education 
and  public  telecommunica- 
tions to  help  America 
achieve  its  goals  for  im- 
proving education  by  the 
year  2000.  Together  with 
business  and  education,  we 
can  help  the  nation  get  a 
better  return  on  its  invest- 
ment and  assure  a  compet- 
itive, better  educated 
work  force. 

DONALD  E.  LED  WIG 
President  and  CEO 
Corporation  for  Public 
Broadcasting 


TEACH 

FOR  AMERICA 


Teach  For  America  is  a  national  teacher  corps  that  recruits  and  trains  highly 

motivated  graduates  from  the  nation's  top  universities  to  teach  in  school  districts 

suffering  from  the  most  persistent  shortages. 

A  conversation  with  Teach  For  America  founder  Wendy  Kopp 


■jlitlK 


«t»C 


Where  did  you  get  the 
idea  for  Teach  For 
America? 

I  was  at  Princeton 
the  fall  of  my  senior 
year,  1988,  absolutely 
uninspired  by  my 
senior  thesis  and  the 
job  hunt.  I  saw  my 
friends  equally  unin- 
spired by  career  op- 
tions. Yet  they  were 
heading  off  in  droves 
to  investment  banks 
and  management 
consulting  firms  - 
and  not  because  of  a 
deep  commitment  to 
high  finance.  It  wasn't 
even  because  of  the 
high  salaries.  It  was 
just  because  they  were 
aggressively  recruited 
to  do  that,  and  that 
was  the  high-prestige 
thing  to  do. 

I  had  been  working  with  another  non- 
profit organization,  and  we  had  brought  in  stu- 
dent leaders  and  business  people  from  all  over 
the  country  to  talk  about  the  problems  in  edu- 
cation. At  that  conference,  the  idea  just  popped 
into  my  head:  Let's  create  a  national  teaching 
corps. 

The  idea  for  Teach  For  America  was  to  sur- 
round teaching  with  many  of  the  same  factors 
surrounding  investment  banking  and  manage- 
ment consulting:  Create  an  aura  of  service  and 
status  and  selecrivir^'.  Recruit  college  students 
aggressively.  Make  teaching  accessible  to  peo- 
ple who  did  not  major  in  eilucation.  And  make 
it  a  two-year  commitment,  on  the  thcor\'  that 
the  experience  will  shape  their  interests  ami 
that  a  lot  of  them  will  continue  in  education. 

That  spring,  I  became  obsessed  with  this 
concept,  because  it  seemed  so  i\atural.  I  finally 
decided  to  just  try  it. 


How  did  you  manage 
to  gather  support? 
You  were  just  a 
college  kid  with 
an  Idea. 

I  knew  money  is 
out  there,  because 
I  had  worked  for 
another  nonprofit 
organization,  the 
Foundation  for 
Student  Commun- 
ications, a  SI. 5 
million  organiza- 
tion that  publishes 
Business  Today  mag- 
azine and  organizes 
conferences.  As 
president  of  that  in 
my  senior  year,  and 
as  editor  and  pub- 
lisher of  the  maga- 
zine prior  to  that,  I 
had  gained  a  lot  of 
skills  that  I  would 
need  in  managing 
the  fundraising  to  get  Teach  For  America  off 
the  ground. 

I  wrote  my  senior  thesis  about  the  con- 
cept. After  I  turned  it  in,  I  boiled  it  down  to  a 
30-page  prospectus  and  sent  it  to  alxnit  30 
CEOs  at  randomly  selected  large  companies, 
hoping  that  a  couple  of  tht^  mailings  would 
land  right. 

That's  what  happened.  One  ot  them 
landed  in  the  hands  of  the  Education  Task 
F^orce  at  L^nion  Carbide.  They  took  me  to 
lunch  and  offereil  me  use  of  their  office  space 
in  Manhattan.  Then  the  day  after  graduation, 
Mobil  approved  a  $26.0(X)  seed  grant  that  en- 
abled me  to  spend  the  summer  traveling,  meet- 
ing people  in  ilisrricts.  foundations  and  a)r|>o- 
rarions.  In  Septemlx»r,  I  started  bringitig  in 
other  recent  graduates  tt>  realK'  de\  clop  the 
plan  and  put  it  in  motion. 

We  identified  a  sttident  leader  on  each  of 


kit 
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the  100  campuses  we  targeted.  We  would  call 
up  student  organizations  and  say,  "We're  cre- 
ating this  national  teacher  corps.  We  want  you 
to  help  us  do  it."  We  brought  those  students  to 
a  conference  to  motivate  and  organize  them  to 
go  back  and  spread  the  word  about  Teach  Fo)- 
Ameiica.  It  first  hit  college  campuses  in  January 
1990,  and  by  April  1990,  we  had  2,500  applica- 
tions. Of  those,  we  chose  500,  whom  we  sent  to 
the  summer  training  institute  we  put  together, 
and,  in  the  fall,  to  several  schools  at  six  sites. 

How  did  you  identify  those  sites? 

Traditionally,  inner-city  urban  areas  and 
remote  rural  areas  have  persistent  teacher 
shortages.  We  looked  at  data  from  the  U.S. 
Department  of  Education  to  identify  possible 
sites.  We  went  to  a  number  of  those  locations 
and  looked  at  the  extent  of  their  need  and  the 
degree  to  which  they  would  support  Teach  For 
Amaica.  We  tried  to  meet  all  the  players  - 
the  unions,  the  superintendents,  the  school 
boards,  some  of  the  principals  -  to  gauge 
whether  there  was  really  a  need  and  whether 
the  site  would  be  a  supportive  environment 
for  corps  members.  Interested  districts  applied 
to  Teach  For  Ameiica.  Because  of  our  limita- 
tions as  a  first-year  organization,  we  had  to 
turn  some  away.  We're  expanding  to  a  total  of 
1 1  states  this  year.  But  there  are  still  more  po- 
tential sites.  We  had  to  turn  some  away  this 
year  too. 

How  wouid  you  describe  your  successes,  in 
terms  of  impact  on  education? 

Short  term,  we're  mitigating  persistent  teacher 
shortages,  and  we're  providing  students  with 
a  whole  new  source  of  enthusiastic  teachers. 
We've  found  that  amazing  things  happen  when 
you  put  these  people  in  classrooms.  They  ap- 
proach their  work  creatively.  They  bring  in 
outside  resources.  It's  phenomenal. 

We're  also  doing  a  lot  more  than  placing 
good  people  in  classrooms.  Long  term,  we 
are  working  to  fundamentally,  systematically 
address  the  premise  that  the  future  of  the  edu- 
cational system  depends  on  the  creativity  and 
intellect  and  drive  of  the  people  who  staff  the 
schools  -  just  as  CEOs  will  say  that  the  quality 
of  their  companies  depends  on  the  quality  of 
their  people. 

We're  not  going  to  have  a  first-class  edu- 
cation system  as  long  as  the  public  views  teach- 
ing as  downwardly  mobile.  We  want  to  xry  to 
change  that,  to  show  the  public  that  outstand- 
ing individuals  compete  to  enter  this  profession 
and  that  they  find  it  incredibly  challenging  and 
rewarding.  We  want  to  make  teaching  a  viable 
career  option  on  campus. 


Wliat's  to  keep  you  from  becoming  just  another 
source  of  teachers  who  do  whatever  their 
colleagues  do? 

These  jobs  are  unbelievably  challenging.  It  is  ex- 
tremely easy  to  go  in  and,  because  you  have  to 
keep  your  head  above  water,  resort  to  exactly 
what  everyone  else  in  that  school  has  been  doing 
for  20  years.  That's  not  necessarily  the  right  way 
to  go.  But  it's  difficult  to  get  that  teacher  to  real- 
ize that  he  or  she  should  be  creative  and  innova- 
tive. Sometimes  that's  not  a  real  option. 

But  our  recruitment  criteria  require  those 
we  select  to  demonstrate  a  high  level  of  commit- 
ment -  through  excellence  in  academics,  extra- 
curricular activities  -  and  flexibilit)',  leadership, 
professionalism,  an  effective  and  engaging  com- 
munication style  and  an  educational  approach 
that  consists  of  high  expectations  for  all  smdents 
and  sensitivity  to  diversity.  The  strength  of 
Teach  For  Afnerica  is  that  it  is  a  corps,  and  corps 
members  support  one  another.  It's  a  network 
that  most  teachers  don't  have,  unfortunately. 

We  need  to  give  these  corps  members  a 
real  base  of  practical  teaching  techniques  that 
they  can  fall  back  on  and  that  will  enable  them 
to  go  in  and  be  successful  in  the  classroom  in 
their  first  year.  As  they  gain  experience  and  be- 
come more  confident  in  their  ability  to  do  inno- 
vative things,  we  need  to  have  a  strong  program 
of  professional  development  that  puts  them  in 
touch  with  innovative  concepts  and  gets  them  to 
challenge  themselves  and  question  what  they're 
doing  in  the  classrooms. 

You  cannot  make  an  expert  teacher  in  a 
pre-service  training  instimte.  There's  no  way. 
There  isn't  a  program  in  the  country  that  does 
it.  Teachers  are  made  through  experience  and 
ongoing  professional  development.  Our  efforts 
this  year  will  be  much  stronger  in  supporting 
the  corps  and  providing  members  with  ongoing 
assistance  throughout  their  two  years. 

As  you  take  stock  of  your  first  successful  year 
and  look  forward  to  growth,  what  management 
issues  are  on  your  mind? 

Because  we  took  on  a  huge  task,  things  have 
evolved  quickly,  and  are  constantly  moving. 
A  prospectus  I  turn  out  one  month  will  be  out- 
dated a  month  later.  Major  decisions  have  to  be 
made  quickly  -  sometimes  within  24  hours.  I 
hope,  for  everyone's  sake,  that  things  will  be- 
come a  little  more  institutionalized. 

One  thing  that  helps  us  to  not  become  stag- 
nant is  our  team  structure.  The  idea  that  drives 
our  whole  management  system  is  our  desire  to 
involve  as  many  viewpoints  as  we  can  in  making 
every  decision  and  in  forming  even*  strateg)'. 

We  don't  feel  that  we  have  the  answers  at 
all.  The  challenge  is  to  remember  that  there's 
always  a  better  way.  That's  the  responsibility'  of 
the  leaders  of  an  organization. 
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Nurturing 
Is  important 
fur  .>oung 
trees  and  we  t)elie>e  it's 
essential  for  students. 

That's  why  the  Interna- 
tional Paper  Company 
Foundation  is  focused  on 
education.  For  example, 
this  year  ne're  supp<»rtin«! 
pm^ams  that  underwrite 
fourth-  and  fifth-Naders' 
studies  of  the  I  nited 
States/Japanese  eco- 
nomies, technolo^  and 
^eo^aphy  in  >lobile. 
Alabama;  reading  skills  tu- 
toring in  Ikiah,  (California: 
and  an  economic  literacy 
program  in  (Incinnati, 
Ohio,  for  grades  't-12. 
This  partial  list  of 
activities  illustrates  both 
the  breadth  of  opportuni- 
ties for  private  sector  ini- 
tiatives as  well  as  the  criti- 
cal needs  confronting 
the  nation.  Our  commit- 
ment for  more  than  three 
decades  has  been  to  ex- 
pand opportunities  for 
students  and  teachers. 
\^e  believe  these  invest- 
ments aro  the  seeds  for 
tomorrow's  betterment. 

ARTHIR  \X  ALLACiE 
President 

Intrrndtional  Paper 
(  ornpany  Foundation 


IN  OVER  30  YEARS  AS  A 
PROFESSIONAL  GOLFER, 
Chi  Chi  Rodriguez  has  won 
many  titles. 

But  in  Clearwater,  Florida  there  are 
500  kids  who  have  given  the  champion 
golfer  a  title  which  he  cherishes  more 
than  any  other. 

To  them  he  is  simply  "Uncle  Chi  Chi." 

"These  kids  and  I  have  a  lot  in 
common,"  says  the  leading  Senior  Golf 
Tour  winner,  "We've  all  spent  a  lot  of 
time  in  the  rough." 

For  the  last  12  years,  keeping  kids 
out  of  the  rough  has  been  the  mission 
of  a  dedicated  group  of  people  who 
together  make  up  the  Chi  Chi  Rodriguez 
Youth  Foundation. 

A  foundation  which  has  grown  to 
become  a  model  for  child  welfare 
organizations  across  the  country. 

Bill  Hayes,  President  and  Co-founder, 
explains.  "Most  of  our  kids  have  had  it 
pretty  tough.  They've  had  troubles  at 
home  or  at  school.  Or  tiiey  may  have  just 
started  mixing  with  the  wrong  crowds." 

"What  we  aim  to  do  is  get  these  kids 
before  they  get  into  real  trouble.  To 
show  them  real  alternatives  to  (rime, 
drugs  and  life  on  the  streets. 

"Having  Clii  Chi  as  an  uncle  |)r()\ides 


them  with  a  perfect  role  model. 
He's  living  proof  that  no  matter 
how  hard  your  background  has 
been,  you  can  always  rise  above  it; 
that  in  life,  unlike  golf,  no  obstacle 
is  immovable." 

Since  1986  Toyota  has  been  one 
of  the  major  supporters  of  the  Chi 
Chi  Rodriguez  Youth  Foundation. 
Providing  money  to  keep  the  pro- 
gram on  its  feet,  and  vehicles  to 
keep  the  volunteers  off  theirs. 

The  Foundation  is  just  one  of 
the  htindreds  of  contributions 
Toyota  is  proud  to  make  every 
year.  And  one  that  already  seems  to 
be  paying  off. 


"Chi  Chi  kids  are  graduating 
from  college,"  states  Bill.  "They're 
getting  jobs.  We've  even  a  couple  of 
budding  golf  pros  in  our  midst." 

We  asked  the  proud  "Uncle"  if 
there  was  any  secret  formula 
for  the  foundation's  remarkable 
success  story. 

Chi  Chi  thinks  for  a  minute, 
then  leans  forward  to  tell  a  story. 

"When  I  was  a  young  boy  in 
Puerto  Rico,  we  had  a  little  field 
which  was  overgrown  with  thick 
bamboo  trees.  My  father  wanted 
to  plant  corn,  but  clearing  the 
bamboo  would  have  taken  weeks. 
Time  he  couldn't  afford  to  take 


off  his  job. 

"So  every  night  when  he  came 
home  from  work  he  would  cut 
down  only  one  single  piece  of 
bamboo  at  a  time. 

"The  very  next  spring,  there  was 
corn  on  the  Rodriguez  table." 

Chi  Chi  looks  up  just  in  time  to 
see  a  ten-year-old  girl  sink  a 
perfect  putt. 

"  Ihat's  the  only  secret  of  our 
success.  If  you  really  want  some- 
thing and  you're  prepared  to  work 
hard  for  it.  then  little  by  little,  one 
by  one,  miracles  will  happen.  " 

TOYOTA 

INVESTING  IN  THE  INDIVIDUAL 


l-'ot  mnre  iiijoniuiliiiii  on  Ihr  Chi  Chi  Kndngiiez  Yiiiilh  h'miniliilion  riinlnrl:  lin'rliipmriil  Ofl'irf  Chi  Chi  Rndngiiri  Yoiilh  h'ounrlalion.  Inc..  )0}0  MrMullrn-Himlh  Rund.  (.Iraruiilri.  H  H62I 
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Teach  For  America  Corps  Members 
Report  From  the  Trenches 


CEOs 

Sf^eak 
Out 


like  busi- 
nesses, 
schools  must 
be  accountable  to  their 
owners  for  their  perfor- 
mance. The  community 
onus  its  schools;  they 
should  set  standards  such 
as  graduation  rates  and 
other  yardsticks  of  achieve- 
ment and  hold  school  ad- 
ministration accountable 
for  performance  against 
those  standards. 

In  Cleveland,  our  base 
in  America,  we  are  working 
with  school  administrators 
and  faculty,  other  busi- 
nesses and  other  interest- 
ed citizens  as  part  of  the 
Cleveland  Education 
Summit  to  invent  ways  to 
improve  performance. 
We  work  specifically  to 
increase  parental  involve- 
ment, extend  school 
programs  and  create  in- 
centives. 

Collectively,  as  owners, 
we  invest  in  and  support 
our  schools.  In  return,  we 
expect  accountability  for 


performance. 

JAMES  H.  ROSS 
Chairman  and  CEO 
BP  America 


SARAH  VAN  ORMAN 


LORI  HIDEK 


Teaches  High  School  Biology  in 
Sparta,  Georgia 

"The  kids  are  there  -  they're  curious, 
they're  motivated,  but  too  often  they're  get- 
ting a  substandard  education.  There's  a  lot 
of  teacher  turnover  here.  When  you  have 
20  to  25  new  teachers  of  a  total  of  55  -  in- 
cluding a  lot  of  first-year  teachers  -  the  kids 
tend  to  run  a  little  wilder.  There's  not  that 
cohesiveness  and  continuity  between  classes. 
And  when  a  kid  has  three  or  four  first-year 
teachers  in  a  year,  that  kid  can  miss  a  lot. 

"There's  no  air-conditioning  in  this  build- 
ing, and  it  gets  hot  in  June,"  notes  Van 
Orman.  "Sometimes  there's  no  toilet  paper. 
There's  no  copy  machine.  The  roof  leaks 
in  half  the  classrooms.  I  can't  use  the  sinks 
in  the  biology  lab,  and  I  have  six  micro- 
scopes for  classes  of  32. 1  didn't  get  lab  sup- 
plies till  January.  There  just  has  to  be  more 
long-term  commitment  by  society." 

Van  Orman, 


who  plans  to  go 
to  medical  school 
after  completing  her 
second  TFA  year, 
says:  "We  need  to 
recognize  that  it's  a 
good  thing  for  intel- 
ligent, talented  peo- 
ple to  be  teachers. 
And  there  are  a  lot 
of  really  talented 
teachers  out  there 
working  for  $25,000 
a  year  in  situations 
where  they  have  to 
fight  for  their  pay- 
checks. Teachers 
just  get  tired.  A  kid 
comes  to  you  with  a 
problem,  but  you 
don't  have  the  re- 
sources to  solve  it, 
so  you  lose  sleep 
over  it.  After  a  few 
years,  you've  got  to 
get  some  sleep,  so 
you  just  turn  oft." 


Teaches  High  School  Science  in 
Henderson,  North  Carolina 

"I  was  planning  to  go  to  law  school,  to  major 
in  patent  law,  but  I  then  heard  about  Teach 
For  America,'"  recalls  Lori  Hidek,  a  corps 
member  who  majored  in  chemistry  at 
Simmons  College.  Hidek  has  spent  the  last 
year  teaching  science  in  a  small  high  school 
in  rural  Henderson,  North  Carolina. 

"The  statistics  for  Vance  County,  where 
I  teach,  are  horrible.  We  weren't  accredited 
by  the  state,  and  if  we  don't  shape  up,  the 
state  may  take  over.  Only  about  4%  of  our 
seniors  go  to  college,"  she  notes. 

"There's  not  much  looking  into  the  fu- 
ture by  students  and  families.  Families  have 
lived  here  for  generations,  and  there's  not 
much  incentive  to  change.  I'm  not  sure  there 
is  one  solution.  But  it  does  require  getting  to 
know  your  students  and  developing  their 
basic  curiosity  about  the  rest  of  the  world. 

"The  initial 
challenges  were 
things  like  walk- 
ing in  and  trying 
to  assert  control.  I 
was  only  2 1 ,  and 
I  looked  21,  and 
I  had  some  stu- 
dents who  were 
20.  I'd  had  a  lot 
of  loft)'  ideas 
about  students 
who  couldn't 
wait  to  learn,  so 
it  took  some  ad- 
justing," admits 
Hidek. 

"Now  I'm  at 
school  till  7  or  8 
at  night.  There 
are  labs  to  set  up 
and  demonstra- 
tions to  plan,  and 
because  I'm  a 
first-\-ear  teacher, 
1  haven't  leanied 
all  the  tricks.  But 
I'll  teach  a  second 
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We  value 
education  in 
(he  Army. 
Recruiters  stress  academic 
excellence  and  successful 
graduation  as  they  work 
with  young  people  in  the 
nation's  high  sch(H>ls. 
Then,  we  train  these  dedi- 
cated young  men  and 
women  to  be  confident 
and  competent  soldiers. 
While  in  the  Army,  soldiers 
are  encouraged  to  take 
continuing  education  and 
professional  development 
courses.  lAcellent  educa- 
tional entitlements  are 
available  to  our  soldiers 
through  the  IVIontgomeiy 
(v.l.  Bill  and  make  higher 
education  possible  for 
millions  when  they  leave 
the  Army.  And,  finally, 
we  encourage  and  assist 
career  soldiers  to  become 
teachers  when  they  transi- 
tion back  to  civilian  life. 

HONORABLE 
G.  KIM  WINCIJP 

Assistant  Secretary  of  the 
Aniiy  (Manpoiver  and 
Reserve  AJfairs) 


year.  I've  worked 
so  hard  that  I  de- 
serve this  next  year 
to  go  more  smoothly. 
I  want  to  see  how 
much  I've  learned 
and  what  the  kids 
have  learned,"  says 
Hidek.  "I'm  a  sucker 
for  seeing  kids  under- 
stand and  do  well. 

"I've  got  some  ad- 
vice for  people  inter- 
ested in  improving 
education.  Students 
and  teachers  and  ad- 
ministrators and  poli- 
cymakers all  want 
education  to  turn  out 
well.  Keep  that  in 
mind  instead  of  name-calling 
and  finger  pointing." 

DENiSE  JANSSEN 

Teaches  Third  Grade  in 
Bedford  Sluyvesant,  New  York 

After  working  as  an  intern 
at  the  Wall  Street  Journal, 
Penn  State  English  major 
Denise  Janssen  planned  to 
be  a  journalist.  Now  she's 
teaching  third-graders  in 
New  York's  notorious 
Bedford  Stuyvesant  neigh- 
borhood. It  all  started  when 
she  saw  an  ad  in  her  college 
paper  urging  readers  to 
"Make  a  difference  in 
America's  future." 

"I  wanted  to  work  with 
kids  in  an  inner  city.  There's 
a  kind  of  desperation  in  the 
big  cities,  and  the  size  of  the 
challenge  attracted  me,"  ex- 
plains Janssen. 

"Most  people  don't  want 
to  come  to  Bed-Stuy;  they 
think  it's  a  hellhole.  You  can 
feel  like  you're  stepping  into 
a  wasteland.  But  if  you  can 
make  it  here,  you  can  proba- 
bly make  it  anywhere. 

"People  tend  to  focus  on 
the  drugs,  guns,  poverty. 
Some  think  these  kids  must 
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be  animals.  Absolutely  not. 
These  kids  have  a  real  desire 
to  learn.  What  they  need  is 
believers  and  risk-takers  who 
see  them  as  just  as  ready  for 
challenge  as  anyone  else," 
says  Janssen. 

"The  toughest  part  is 
realizing  that  what  we  ac- 
complish in  eight  hours  can 
easily  be  defeated  in  the  re- 
maining 16. 1  can't  control 
the  environment  outside 
school  -  and  a  lot  can  take 
place  out  there.  We  have  a 
lot  of  *throw-away'  children. 
I  had  a  child  who  hadn't 
eaten  in  three  days,  kids  who 
were  sexually  abused,  kids 
who  witnessed  a  robbery  at 
the  local  store.  One  time  I 
was  teaching  a  math  lesson 
at  10  a.m.  and  heard  boom- 
boom-boom.  The  children 
said,  'Get  away  from  the 
windows,  it's  stray  bullets.' 
I  was  shaken,  but  the  kids 
said,  'Don't  wt)rr\'.'  .-Vll  my 
diird-graders  have  extremely 
developed  coping  skills,  be- 
cause if  they  don't  develop 
those  skills  flist,  they  die. 

"  There  were  days  when  1 
asked,  'What  am  I  doing 
here?  Have  I  done  the  kids 


any  good?  Am  I 
doing  myself  any 
good?'  I've  cried.  I've 
cursed.  But  my  col- 
leagues praised  me 
for  not  backing  down 
from  the  challenge. 

"Now,  I  love  being 
a  teacher.  I  think 
I'm  lucky  to  be  in  a 
profession  where  you 
can  take  chances  on 
people  and  some- 
thing wonderful  can 
happen.  A  kid  can 
blossom.  It's  a  magi- 
cal thing  to  see,  and 
to  be  transformed  by. 
I'll  be  back  next  year, 
if  the  New  York  City 

budget  cuts  don't  get  my 

position." 

DIANE  BREWER 

Teaches  High  School  Spanish  in 
Johnson  County,  Georgia 

"I  was  clueless.  I  had  no  idea 
what  I  was  doing,"  admits 
Diane  Brewer,  a  corps  mem- 
ber teaching  high  school 
Spanish  in  rural  Johnson 
County,  Georgia. 

"I  think  now  that  I  had 
the  experience  of  most  first- 
year  teachers:  e.xcited  about 
the  subject,  but  without  a 
clue  on  discipline.  I  was 
working  70  hours  a  week, 
but  it  just  wasn't  happening. 
While  I  could  go  to  the  cur- 
riculum director  and  princi- 
pal, there  wasn't  anyone  else 
teaching  Spanish.  1  didn't 
know  w  har  to  do.  I  felt  like 
1  was  failing,"  recMlls  the 
Tufts  grad. 

"But  something  happened 
to  change  my  mind.  It  sGirt- 
cil  w  hen  I  was  giving  the 
kids  an  oral  exam.  I  was  fiace- 
to-ftice  with  thase  kids,  and  I 
realized  how  much  I  really 
enjoyed  teaching.  I  suned 
talking  to  them  in  a  way  I 
hadn't  before.  I  realized  how 
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Imprimis - 

The  MontMy  Newsletter 
Of  Qallenging  Ideas 
Is  Free. 


Imprimis  is  a  unique  newsletter  that  fosters  discussion  and  debate 
by  national  thought  leaders  on  major  issues  affecting  our  nation  and 
society.  Not  many  people  would  think  of  a  small  liberal  arts  college  in 
rural  Michigan  as  a  prime  source  of  information  about  the  world  of 
ideas,  but  Hillsdale  College  has  been  surprising  Americans  for  nearly 
150  years  with  its  innovative  educational  mission. 

Since  1972  we  have  sponsored  over  700  lectures  by  distinguished 
national  leaders  on  subjects  ranging  from  big  government  and  tax 
limitations  to  religion  and  the  erosion  of  college  curricula.  Each  year 
some  70  speakers  come  to  our  campus  and  off-campus  seminars. 
Challenging,  important  speeches  are  selected  from  these  seminars 
and  printed  as  articles  in  Imprimis. 

Enjoy  such  writers  as  those  shown  as  well  as  others  such  as  Tom 
Sowell,  Irving  Kristol,  Tom  Wolfe,  George  Gilder  and  Jack  Kemp. 

Hillsdale  College  maintains  its  fierce  independence  and  it  believes 
that  ideas  have  consequences.  We  were  educating 
and  employing  women  and  minorities  for  nearly 
two  decades  before  the  Civil  War  and  we  have 
steadfastly  refused  federal  funds  and  federal  con- 
trol. We  have  never  changed  our  curriculum  from 
stressing  the  liberal  arts  in  the  Judeo-Christian 
tradition. 

Interested  in  the  war  of  ideas?  Join  300,000 
readers  who  enjoy  Imprimis  every  month  free. 
There  are  no  strings  attached.  Call  or  write  today. 

Receive /w/)/-/'w«  each  month.  Mail  this  coupon  to  Imprimis.  Dcpt.  FB-1 
Hillsdale  College,  Hillsdale.  Michigan  49242  or  call  toll  free  1-800-535-0860. 


Dr.  George  Roche 

President.  Hillsdale  College 
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Above  address  is: 
D  Home    D  Office 


Hillsdale 

L.OLLEGE 

Views  From  A  Heartland  Campus 
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Thntughout 
its  near  100- 
year  history, 
l\EC  has  been  committed  to 
bringing  forth  innovative 
technologies  to  the  world 
and  broadening  their  ap- 
plication. In  1977,  we  went 
a  step  further  and  intro- 
duced the  concept  of 
"C&C  -  integrating  the 
power  of  computers  with 
the  expansive  reach  of 
communities,  thus  forming 
an  even  more  powerful, 
limitless  technology  to  bet- 
ter serve  society  in  the  in- 
formation age.  Accordingly, 
the  i\E(]  Foundation  of 
America  was  recently  es- 
tablished to  further  our 
commitment  to  this  philos- 
ophy, key  areas  that  the 
foundation  will  focus  its 
support  on  will  be  science 
and  technology  education. 
As  our  €&(]  mission  state- 
ment says,  we  believe  that 
science  and  technolog;^  are 
fundamental  to  advancing 
the  information  age  and 
impnmng  understanding 
am<mg  people. 


DR.  HISASni  KANEKO 
President  and  CKO 


NEC  Americd 


culture-shocked  I'd  been. 
I  realized  that  these  were 
really  bright  and  wonderful 
kids  -  so  much  of  what  I 
had  seen  had  really  been 
superficial. 

"I  also  started  taking  an 
evening  class  at  Georgia 
College  on  methods  for 
teaching  foreign  language, 
and  I  got  some  wonderfully 
creative  ideas  focusing  on 
communication.  Since  then, 
it's  been  wonderful." 

RAY  OWENS 

Teaches  First  Grade  in 
Lynwood,  California 

"My  first  choice  was  high 
school,"  muses  corps  mem- 
ber Ray  Owens,  a  graduate 
of  the  University  of  Texas  at 
Austin.  Owens  now  teaches 
first  graders  in  Lynwood, 
near  Los  Angeles.  "I  love  Ht- 
tle  kids,  but  the  first-grade 
curriculum  was  not  what  I 
wanted  to  teach.  The  princi- 
pal gave  me  a  speech  about 
being  flexible,  so  here  I  am. 
It  has  turned  out  to  be  won- 
derful! I  get  to  hear  kids 
read  for  the  first  time.  They 
say,  'Teacher,  I  got  it!'  " 

Those  moments  are  espe- 
cially rewarding  because 
most  of  Owens'  young  stu- 
dents are  Latino  and  primar- 
ily speak  Spanish  -  so  learn- 
ing to  read  in  English  is  a 
striking  accomplishment  for 
them. 

"I  had  gone  to  school 
with  Latino  kids.  Even  so, 
1  was  struck  with  how  im- 
portant it  is  for  my  students 
to  learn  English.  But  some 
of  them  were  ashamed  of 
speaking  Spanish.  1  talked  to 
them  about  not  making  fun 
of  those  who  don't  speak 
English  yet.  1  taught  the  kids 


to  praise  and  en- 
courage one  anoth- 
er in  their  reading. 
They  were  never 
afraid  to  talk,  never 
afi-aid  to  express 
their  opinions. 

"Kids  at  that 
age  are  so  fresh,  so 
ready  to  learn," 
says  Owens.  But 
conditions  at 
Woodrow  Wilson 
Elementary  often 
made  teaching  dif- 
ficult, even  with 
responsive  young 
minds,  he  says.  "A 
lot  of  the  time  I 
was  angry,  but  I 
didn't  know  who 
to  be  angry  at,"  he 
admits. 

"This  is  a  strug- 
gling district  finan- 
cially. The  first 
month,  there  were 
no  paychecks.  It 
was  awful  for  those 
of  us  who  had  gone 
all  summer  with  no 
income.  There's  no 
air  conditioning, 
and  this  is  southern 
California.  The  classroom  is 
too  small  for  34  children. 
We  just  bump  into  each 
other,  back  chairs  into  one 
another.  It's  ridiculous.  We 
also  didn't  get  books  for  the 
kids  -  or  even  teacher  edi- 
tions -  till  November,  and  as 
a  first-year  teacher,  I  didn't 
have  my  own  materials.  I 
spent  a  great  deal  of  time  in 
libraries,  searching  for  quali- 
ty literature  for  them,  mak- 
ing copies  to  give  the  kids. 

"If  this  countn-  is  going 
to  be  serious  about  educa- 
tion, we  need  to  address  the 
issue  of  limited  resources. 
'I'hc  student/teacher  ratio 


Teach  For  America  Corps 
Member  Profile 

Age 

Average  is  23. 

73%  are  betueen  20  and  22; 

10%  are  older. 

Gender 

56%  are  female,  44%  male. 

Ethnicity 

74%  Caucasian, 

17%  African-.\merican, 

5%  Latino, 

4%  Asian-.\merican 

Combined  average  SAT  scores 

1251 

Colleges  most  attended  by 
corps  members 


Yale 

(28) 

University  of  .Michigan 

(14) 

Princeton 

Tufts 

Universit)'  of  Wisconsin 

Brown 

Cornell 

Harvard 

Stanford 

\'anderbilt 

First-year  teacher  salaries 

$15,000  to  $29,000 


has  to  get  better,"  Owens 
insists. 

"I'm  kx>king  tor  a  grant 
right  now  for  a  couple 
of  computers  in  n>y  class- 
room. Business  support  for 
technolog)-  is  important.  I 
also  think  there  should  be 
better  communic-ation  l">e- 
tween  schtxils  and  business 
in  the  communit) .  What  arc 
the  ex]")ectations  of  business? 
What  arc  the  needs  of 
sch(X)ls?  We  need  more 
dialofituc."  ■ 


For  more  information  about 
Teach  For  America,  or  to  make  a 
contribution,  call  1-800-TFA-1230. 


Leanna  Landsmann  is  an  education  editor  and  writer,  and  a  partner  in  Landsmann  5c  Schut?,  a  company  that 
creates  innovative  programs  and  materials  for  students  and  teachers.  .Mar\  1  larhaugh  is  a  writer  speculiwng  in 
curriculum  and  education  policy  issues. 


Public  broadcasting  can  get 
education  reform  off  the  ground. 


Wliether  you're  building  coalitions, 
planning  model  sctiools,  or  addressing 
public  awareness,  public  broadcasting 
gives  you  the  power  to  turn  your  plans 
into  reality. 

How?  For  starters,  it's  the  world's 
largest  broadcasting  system.  Its  distribution 
channels  cover  96%  of  America's  households, 
reach  more  than  29  million  students,  and 
have  the  potential  to  connect  with  nearly 
every  classroom,  home,  and  work  place 
in  America. 

Public  broadcasting  also  offers  tested 
products:  educational  programming  and 
tools  backed  by  more  than  30  years  of  positive 
experience  in  the  classroom.  It's  teaching 
physics  in  Kentucky,  geography  in  South 
Carolina,  reading  in  California,  and  Japanese 
in  Nebraska.  It's  even  training  teachers  in 
New  York  and  providing  technical  training  to 
workers  in  Detroit. 

And  it's  doing  so  with  exciting, 
innovative  technology,  such  as  interactive 
videodiscs  and  videocassettes;  computer 
networks;  two-way,  satellite-transmitted 
classes;  supplemental  teaching  guides  and 
student  learning  materials;  as  well  as  over- 
the-air  broadcasting  and  cable. 

PubUc  broadcasting's  combination 
of  experience,  programming,  technology, 
tools — and  distribution  channels  —  can 
help  get  education  reform  oflF  the  ground 

To  learn  how  public  broadcasting  can 
aid  your  education  reform  eflforts,  write  to 
the  Corporation  Jbr  Public  Broadcasting, 
P.O.  Box 549,  Alexandria,  VA  22313. 
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We  think  a  lot  of  people  will  go 
g3  ga  over  our  new  buUt-in  child  seats. 


Child  shown  in  booster  seat. 


Dodge  Caravan  already  offered  a  combination  of  available 

safety  features  no  other  minivan  could  match.  And  now,  the  first 

minivan  introduces 
another  first:  the 
industry's  only 
available  built-in 
child  seats. 

Designed  for 
toddlers  from  20  to 
40  pounds,  they're 
easily  accessed.  Their 

five-point  harnesses  are  simple  to  adjust.  And  one  of  the  seats  can 

even  serve  as  a  booster  seat  for  an  older  child. 

When  they  aren't  in  use,  they  disappear  and     camvwi  es 

you've  got  a  bench  seat  that  comfortably 

accommodates  two  adults. 


""*"  Ihtckk  up  for  sa/etv. 

*     Itn  OR  LEASE  AT  VOIR  IHinCR  DKALKK      ^ 

See  limited  warranty  at  dealer,  exclusions  and  restrictions  apply 
7/70  powertrain  or  3/36  bumper  to-bumper  coverage. 


So  if  you  have  little  ones,  talk  baby  talk  with  your  Dodge 
dealer.  He'll  tell  you  all  about  our  latest  arrival. .  .and  show  you 
why  Dodge  Caravan  is  America's  favorite  minivan. 

Rediscover  American  \  alue. 

CaR  1-8004-A-DODGEfcyr  a  free  pnxiuct  bnx^hurv. 


Advanta^:  Dodgp 


Dodge 
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Hard-nosed,  charming,  secretive,  unpredictable. 
Meet  Credit  Suisse's  Rainer  Gut,  the  man  who  is 
making  waves  in  Swiss  banking. 

Gut  instincts 


By  Ron  Cooper 
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Credit  Suisse's  inscrutable  Chairman  Rainer  Gut 

A  savvy,  tough  manager  who  never  fails  to  surprise. 


Befork  bemused  guests  at  a  swank 
Tokyo  restaurant,  ever-so-proper 
Credit  Suisse  Chairman  Rainer  Gut 
dipped  his  Swiss  watch  into  a  glass  of 
water  to  show  how  waterproof  it  was. 
Submerging  it  next  in  a  glass  of  beer. 
Gut  pronounced  it  "also  beerproof," 
then  threw  it  against  the  wall  to  show 
it  still  worked. 

But  the  show  wasn't  over.  In  front 
of  his  dining  companions — a  small 
group  of  First  Boston/ Asia  execu- 
tives— Gut  submitted  the  watch  to 
what  he  called  "the  ultimate  test:  the 
bullshit  test."  Dangling  the  watch  in 
the  face  of  a  notoriously  windy  First 
Boston  investment  banker,  Gut  held 
it  up  triumphantly.  "Look,  it's  still 
running." 

The  loquacious  banker  wasn't 
amused,  but  the  other  Americans 
howled  at  this  decidedly  un-Swiss  be- 


havior by  the  head  of  Switzerland's 
third-largest  bank — $125  billion  in 
assets — and  its  parent,  cs  Holding. 

Gut  (pronounced  Goot)  has  been 
surprising  his  own  troops  and  the 
staid  Swiss  financial  community  for 
years.  Born  in  Switzerland,  the  59- 
year-old  Gut  does  not  have  a  universi- 
ty degree  but  earned  his  banking 
stripes  at  Union  Bank  of  Switzerland 
in  New  York  in  the  early  1960s.  He 
learned  investment  banking  at  Lazard 
Freres  &  Co.,  where  he  became  a 
general  partner  in  1968,  under  Andre 
Meyer.  Weary  of  Meyer's  relentless 
gamesmanship.  Gut  quit  Lazard  in 
1971  to  become  head  of  Credit 
Suisse's  U.S.  investment  banking  af- 
filiate, Swiss  American  Corp. 

By  1973  he  was  back  in  Zurich 
working  for  parent  Credit  Suisse; 
when  Switzerland's  most  notorious 


bank  fraud  came  along,  in  1977,  it 
vaulted  him  through  the  manage- 
ment ranks.  About  $1.2  billion  in 
fraudulent  banking  and  foreign  ex- 
change trading  was  discovered  at 
Credit  Suisse's  branch  in  Chiasso. 
Gut  cleaned  up  the  mess.  By  1983  he 
was  chairman  of  Credit  Suisse. 

Here's  how  James  Davin,  former 
head  of  international  equities  at  First 
Boston  and  now  an  executive  vice 
president  in  charge  of  worldwide  eq- 
uities sales  at  Lehman  Brothers  in 
New  York,  describes  Gut:  "He's  very 
patrician,  very  cosmopolitan,  steely- 
eyed,  bi0  handshake.  He's  got  the 
whole  act  down." 

The  act  includes  a  talent  for  secrecy 
when  he  feels  it  is  called  for.  When 
First  Boston  went  private  in  late  1988 
the  offering  document  disclosed  that 
Gut  received  $13.51  million  for  his 
shares  in  Credit  Suisse -First  Boston — 
First  Boston's  sister  firm  in  London — 
a  fact  not  generally  known  until  the 
document  was  published.  This  fact 
received  top-secret  treatment  in  the 
negotiations.  At  first  the  spaces  relat- 
ing to  Gut's  ownership  were  simply 
left  blank  when  the  document  was 
distributed  to  the  tiny  working  group 
putting  the  deal  together.  Only  at  the 
last  moment  did  American  lawyers 
representing  Gut  and  Credit  Suisse 
insert  the  information  for  the  working 
group — with  a  stripe  down  the  page 
making  it  unphotocopiable. 

No  one  has  accused  Gut  of  any 
wrongdoing  in  the  incident,  but  the 
tight-lipped  secrecy  was  typical  of  the 
man.  "Rainer  Gut  is  inscrutable.  He 
could  be  thinking  anything  and  you 
wouldn't  know  it,"  says  Frederick 
Van  Vranken,  head  of  syndicate  at 
Sanford  C.  Bernstein,  who  worked 
closely  with  Gut  at  an  American  secu- 
rities firm  affiliated  with  Credit  Suisse 
in  the  mid-1970s. 

While  he  can  be  both  charming  and 
amusing.  Gut  is  a  tough  character.  At 
a  7:30  a.m.  Zurich  meeting  back  in 
1979,  Gut  casually  asked  a  group  of 
his  executives  if  there  was  anything 
important  in  the  overnight  news.  One 
mumbled  a  story  or  two  out  of  a 
newspaper.  Fine,  Gut  said,  but  how 
about  news  affecting  the  business — 
like  foreign  exchange  rates?  The  next 
victim  smugly  read  oft" some  numbers. 
Gut  smiled  and  said:  "Well,  yes,  but 
those  are  yesterday's  rates,  because 
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Credit  Suisse 


The  Credit  Suisse  empire 

CS  H  elding  I 

i^iss  public  ho^:;irip  compamL^I 


56.5% 


Credit  Suisse 

International  bank  offering 
financial  products  and 
services  on  the  wholesale  and 
retail  levels. 


Leu  Holding  Ltd 

Includes  Bank  Leu  Ltd,  a  full- 
service  bank,  and  the  asset 
management  houses  Bank 
Hofmann  and  Clariden  Bank. 


64.0% 


CS  First  Boston 

International  investment 
banking  firm. 


45.3% 


Eiectrowatt  Ltd 

Holding  company  with 
operations  in  the 
energy,  industry,  and 
services  sectors. 


Gut's  restructuring  of  CS  Holding  in  1989  finally  put  the  bank 
and  its  maze  of  related  firms  under  one  publicly  traded  roof. 


99.6% 


Fides  Group 

Trust  management  and 
management  consulting 
in  Switzerland. 


100% 


CSUfe 

Markets  life 
msurance  products. 


they  are  in  the  paper  today.  I'm  won- 
dering who  can  tell  us  the  Swiss  franc 
rates  .  .  .  today." 

Silence.  So  Gut  called  on  new 
board  member  Ernst  Schneider,  a 
German  Swiss  who  had  recently  come 
to  the  bank  from  Irving  Trust. 
Schneider  ratded  off  the  relevant  rates 
to  several  decimal  points.  "Gut  didn't 
say  a  word.  Everybody  in  the  room 
got  the  message,"  says  James  Walsh, 
who  left  last  year  as  head  of  CS  First 
Boston  (Japan)  for  a  similar  post  at 
Prudential  Securities. 

The  message  was:  No  more  busi- 
ness as  usual  when  he  was  in  charge. 
Gut  was  the  first  among  Swiss  bankers 
to  break  with  cozy  litde  Swiss  prac- 
tices like  "smoothing" — using  hid- 
den reserves  to  smooth  out  earnings 
bumps.  He  was  the  first  to  indulge  in 
unfriendly  bank  takeovers  with  his 
absorption  of  Bank  Leu  in  1990.  He 
was  the  first  to  jump  into  life  insur- 
ance. And  in  1989  he  restructured  cs 
Holding,  putting  the  bank  and  its 
accountant's  maze  of  sister  firms  and 
cross-participations  under  one  pub- 
licly traded  roof — but  at  a  cost  to 
Credit  Suisse  of  about  $80  million. 

Gut's  management  style  faced  its 
severest  test  in  1990.  Framings  at  135- 
year-old  Oedit  Suisse,  which  supplies 
about  85%  of  the  parent's  dividend 
income,  fell  30%,  mainly  because  of  a 
disastrous  62%  drop  in  securities  trad- 
ing income,  cs  Holding  had  to  slash 
its  dividend  by  over  30% — a  draconi- 
an  move  in  yield  and-stability-con- 
scious  Switzerland. 

Nor  was  that  the  worst  of  Gut's 
troubles.  At  64%-owncd  cs  Hirst  Bos 
ton — a  linchpin  in   Gut's  universal 
banking  strategy — losses  were  $587 
million  last  year,  and  the  parent  had  to 


pump  in  an  estimated  $300  million 
capital  infijsion  to  keep  it  afloat.  At 
newly  acquired  Bank  Leu,  a  $44  mil- 
lion fraud  by  a  branch  banker  reduced 
net  income  to  a  paltry  $2  million. 

Then  the  Swiss  Supreme  Court  got 
into  the  act.  The  court  ruled  last 
December  that  Credit  Suisse  would 
have  to  lay  in  additional  capital  to 
provide  equity  backing  for  the  entire 
Credit  Suisse  group;  the  ultimate 
amount  is  in  dispute,  but  analysts  say 
it  will  be  more  than  $660  million. 

But  Gut  has  neither  lost  his  touch 
nor  run  out  of  surprises.  In  July  he 
revealed  that  first-half  earnings — be- 
fore taxes  and  loan  loss  provisions — 
for  the  Credit  Suisse  Group  were  up 
70%  from  1990.  Those  figures  in- 
clude only  banking  activities  and  sub- 
sidiaries worldwide,  not  cs  First  Bos- 
ton or  other  operations.  CS  First  Bos- 
ton doesn't  disclose  earnings,  but 
pretax,  prebonus  income  for  the  peri- 
od is  believed  to  be  $270  million  to 
$300  million,  up  substantially  from 
last  year.  Significantly,  about  20%  of 
Credit  Suisse-First  Boston's  (Lon- 
don) earnings  came  from  activities  in 
eastern  Europe,  where  Gut  has  gotten 
in  early  and  profitably. 

Where  did  the  gains  come  from? 
From  almost  ever^'where.  Securities 
trading  showed  a  50%  gain  from  last 
year's  depressed  levels,  largely  from 
foreign  exchange,  precious  metals 
and  bank-note  trading.  In  banking 
Credit  Sviisse  had  almost  no  bad  real 
estate  loans  in  the  U.S.,  and  its  net 
interest  income  was  up  shar|ily. 

(Nearly,  Gut  had  been  caught  short 
by  the  turmoil  that  has  swept  the 
credit  markets  in  the  early  1990s. 
Equally  clearly,  he  moved  quickly  and 
decisively  to  deal  with  the  problems. 


He  installed  his  personal  choice  in 
Manhattan  as  cs  First  Boston's  new 
chief  numbers  cruncher — Credit 
Suisse  executive  board  member  Ruedi 
Stalder.  Stalder's  arrival,  says  one  in- 
sider, "has  made  an  enormous  differ- 
ence in  terms  of  being  orderly  and 
getting  things  done." 

Gut  and  Credit  Suisse  President 
Robert  Jeker  brought  in  McKinsey  & 
Co.  to  study  Bank  Leu,  which  led  to 
their  closing  nine  branches  earlier  this 
year  and  refocusing  Leu  as  a  regional 
rather  than  an  international  bank. 

Another  Gut-endorsed  creation. 
Credit  Suisse  Financial  Products, 
which  does  interest  rate  and  currency' 
swaps,  is  having  its  first  fiill  year  of 
operations  and  is  believed  to  have 
played  a  substantial  role  in  the  earn- 
ings turnaround. 

So  with  things  now  turning  up,  can 
Gut  breathe  a  sigh  of  relief)  A  half- 
sigh,  perhaps.  Trouble  could  come 
from  several  quarters:  Insiders  say 
loan -loss  proxisions  slightly  exceeded 
$260  million  in  the  first  half  About 
two-thirds  came  from  troubled  cor- 
porate loans  in  the  U.K.  and  Switzer- 
land, the  rest  from  bad  Swiss  real 
estate  loans.  Costs,  up  8%  at  the  half, 
are  also  a  worn'  to  Jeker,  w  ho  .saN-s  he 
may  close  some  of  the  least  cost 
eftective  of  the  bank's  300  Swiss 
branches  by  year  end.  Finally,  a  pro 
posed  equity  offering  tor  up  to  20%  of 
Credit  Suisse  shares  can't  get  off  the 
ground  until  the  becalmed  Swiss 
stock  market  perks  up. 

Still,  most  bankers  ttxiay  wx>uld  Ix* 
happy  to  trade  pt>sitions  with  Rainer 
Gut  these  days.  Full  year  results  for  C.s 
Holding  likely  will  top  the  record  of 
around  S66()  million  in  1989  R.iiner 
Giu  continues  to  suq"»n.se.  Hi 


170 


Forbes  BlX-tobcr  14,  1991 


Photographed  in  Kent.Conneaicut 


PLAN  YOUR  ESTATE  NOW  SO  IT  DOESN'T 
FALL  TOO  FAR  FROM  THE  TREE. 

If  you  thought  you  could  leave  the  task  of  estate 
planning  to  some  time  in  the  distant  future,  think  again. 
To  protect  more  of  your  assets  for  your  heirs  and  pay 
less  in  estate  taxes,  you  need  to  |ump  into  it  right  now 
The  New  England  can  help  you  to  preserve  your 
estate  just  the  way  you  want  it.  One  of  our  representa- 
tives will  work  with  you,  your  accountant,  and  your 
lawyer  to  reduce  your  estate  taxes  and  increase  your 
family's  financial  security  And  provide  you  with  the 
very  best  in  estate  planning  produas-from 
Survivorship  Life  to  traditional,  universal,  and 
variable  life  insurance. 

For  our  free  and  informative  brochure 
on  estate  planning,  call  1-800-662-2448, 
Ext.  232. Because  in  order  to  protea  your 
future,  you  need  to  plant  the  seeds  today. 
The  New  Engjand.  Your  Financial  Partner. 
Your  Financial  Future. 


Qg  The  New  England 

BBWB      Insurance  and  Investment 

The  name  "The  New  England"  and  the  monogram  afc  registered  servKe  itvarks 
of  New  England  Mutual  Life  Insurance  Company.  Boston.  Massachusetts 


NUMBERS  GAME 


investors  deserve  a  better  break  when  it  comes  to  learning  about  corporate 
environmental  liability.  Right  now  the  numbers  are  pretty  skimpy. 

Messy  accounting 


By  Reed  Abelson 

Amkrican  Cyanamid  is  involved  in 
legal  proceedings  over  cleaning  up 
pollution  at  approximately  60  sites. 
How  do  we  know?  Because  we 
searched  through  the  notes  tucked 
away  in  the  back  of  Cyanamid's  latest 
annual  report.  The  note  informs  us 
the  $4.6  billion  (1990  revenues)  bio- 
technology and  chemical  company 
may  face  "substantial"  cleanup  costs. 

Substantial?  What  does  that  mean? 
Ten  million  dollars,  perhaps?  Or  sev- 
eral hundred  million  dollars,  enough 
to  wipe  out  an  entire  year's  earnings? 
The  company  doesn't  say. 

We're  not  picking  on  Cyanamid.  It 
has  plenty  of  company.  Such  reticence 
on  the  subject  of  environmental  liabil- 
ities isn't  rare,  unfortunately.  Most 
companies  offer  some  kind  of  boiler- 
plate in  their  annual  report,  but  they 
differ  widely  on  how  promptly  to 
reveal  a  problem,  or  how  much  to  say 
about  it.  In  most  cases,  says  chemical 
analyst  William  Young  of  Donaldson, 
Lufkin  &  Jenrette,  "we 
don't  get  very  much  specif- 
ic disclosure." 

Smith  Barney's  Tobias 
Levkovich  puts  the  prob- 
lem more  bluntly:  "It's  ob- 
viously something  that  can 
come  bite  you  in  the  butt." 
Specialty  materials  compa- 
ny Dexter  Corp.  (1990  rev- 
enues, $907  million),  for 
instance,  disclosed  in  1989 
that  it  faced  possible  envi- 
ronmental troubles  at  its 
Windsor  Locks,  Cxjnn.  fa- 
cility. But  this  was  specifi- 
cally disclosed  in  the  10-K 
and  not  in  the  annual  re- 
port, gix'ing  the  impression 
that  the  problem  was  mi- 
nor. Since  then,  Dexter  has 
accrued  $9. 1  million  in  pre 
tax  charges  for  settlement 
costs  and  legal  fees.  Ham 


ings  were  down  almost  50%  from  last 
year,  to  only  $12  million,  in  part 
because  of  these  charges.  Is  there 
more  bad  news  in  the  offing?  Dexter 
won't  comment. 

Houston- based  consulting  firm 
Pilko  &  Associates  recendy  surveyed 
200  manufacturing  executives  repre- 
senting a  broad  range  of  industries. 
About  two- thirds  had  discovered  an 
environmental  problem  just  within 
the  last  year.  Half  were  already  in- 
volved in  some  sort  of  environmental 
litigation. 

Yet  the  nation's  accounting  rule- 
makers  have  not  provided  guidelines 
on  when  and  how  to  disclose  the  mess 
in  your  backyard.  The  applicable  ac- 
counting rule  is  an  old  (1975)  stan- 
dard on  the  broad  subject  of  contin- 
gent liabilities.  A  company  must  dis- 
close a  liability,  it  decrees,  as  soon  as 
there  is  a  "reasonable  possibility"  the 
liability  has  been  incurred. 

"Reasonable        possibility,"       of 
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course,  is  a  bit  vague,  and  practice 
diverges  widely.  Late  last  year  a  sur\ey 
of  125  industrial  companies  by  ac- 
countants Price  Waterhouse  found 
that  just  over  a  third  disclosed  their 
environmental  problems  to  share- 
holders as  soon  as  federal  or  state 
regulators  tapped  them  on  the  shoul- 
der. Some  others  disclosed  before 
such  notification. 

Accounting  guidelines  say  that  as 
soon  as  a  company  considers  a  liabilitN' 
is  "probable"  and  can  reasonably  be 
estimated,  it  must  start  accruing 
charges — that  is,  deducting  amounts 
from  today's  earnings  to  cover  the 
fijture  expense. 

But  "reasonabh'  estimated"  is  just  as 
vague  as  "reasonably  possible."  Some 
companies  seem  to  take  advantage  of 
this  b\'  taking  the  hits  to  earnings  w  hen 
it's  most  comcnient.  Last  year  Occi- 
dental Petroleum  kmi|X"d  S720  million 
of  emironmental  charges  into  a  S2.2 
billion  pretxx  big  bath  for  "restnictur- 
ing  costs."  Others  wait  for 
strong  earnings  to  let  out  the 
news. 

Not  all  the  blame  rests 
with  the  companies  or  their 
accountants.  It  sometimes 
takes  the  bureaucrats  at  the 
Hnxironmental  Prelection 
Agenc\  as  IcMig  as  1 8  to  3>0 
months  to  come  up  with 
estimates  for  different 
cleanup  alternatives. 

There's  also  unccrtainn.'  as 
to  whether  the  company's 
msurer  will  cover  some  or 
all  of  costs.  .\nd  lawsuits 
with  vendors  or  ncighbt>rs 
have  yet  to  be  resolved. 

Still,  the  UxMning  threat 
is  a  matter  that  greatly  ct>n 
cerns  investors,  mk\  the\ 
deserxe  better  than  they  arc 
getting  in  the  way  of  timeh 
warninii.  Consider  the  nat 
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Thanks  to  MSS  International  800  Service, 
bike  sales  in  Canada  have  been  picking  up  speed. 


VlitT  imernalional  «(K)  Ser\  ict. 


A  toll-free  number  from  AT&T  can  help  a  business 
peddle  its  bikes  in  Canada 

Or  just  about  anuhing  else. 

If  you're  a  manufacturer,  you  can  use  it  to  help 
\t)ur  customers  place  orders  or  get  their  questions 
answered. 

Financial  firms  can  use  it  to  help  clients  access 
information  or  reach  their  broker. 

And  tra\el-related  businesses  can  use  it  for  booking 
resen:ations. 

It  doesn't  matter  what  yxxi  sell.  Or  hew  much. 


Because  AT&T  International  800  Service-Canada  has 
options  to  fit  the  \er)'  smallest  to  the  \ery  largest  companies. 
.\nd  now  a  lowier  price  to  make  it  e\Ten  more  affordable. 

Call  1  800  222-0400,  Ext.  26l6  for  more  information 
on  getting  AT&T  International  800  Service  in  Canada. 

And  help  ^i  vour  sales  cur\ie  climbing 

A  Worid  of  Help"'  from  AT&T. 
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Liral  gas  transmission  company  Pan- 
handle Eastern  (1990  revenues,  $3 
billion).  In  early  1989  Panhandle  ac- 
quired Texas  Eastern,  which  tenta- 
tively expected  a  contingent  liabilit}' 
of  $400  million  for  the  cleanup  of  89 
sites  contaminated  by  polychlorinat- 
ed  biphenyls  (pcbs).  There  was  no 
estimate  for  other  associated  costs, 
like  third-party  claims. 

The  day  after  the  merger  Panhan- 
dle gave  security  analysts  the  impres- 
sion that  the  $400  million  estimate 
was  "not  only  sufficient  but  gener- 
ous." Yet  in  the  second  quarter  of  last 
year  the  company  revised  its  estimate 
to  $480  million.  With  the  extras, 
which  Panhandle  said  could  add 
"more  than  $250  million,"  the  total 
cost  could  come  to  $730  million. 

Alan  Gaines  of  New  York's  Gaines, 
Berland  Inc.,  who  is  short  the  stock, 
thinks  Panhandle  is  giving  only  the 
best-case  scenario.  "With  their  debt 
load  [68%  of  capitalization],  it  would 
be  important  to  know"  the  worst 
case,  too,  says  Gaines.  He  says  the 
total  cost  could  easily  top  $1  billion. 

Of  course,  you  can't  entirely  blame 
managements  for  being  coy  about 
these  numbers,  which  can  hurt  their 
stock  badly.  For  years,  industrial- 
equipment  maker  Duriron  Co.,  Inc. 
said  in  its  annual  report  it  would  have 
to  clean  its  Dayton,  Ohio  landfill,  and 
the  cost  "is  difficult  to  project  but 
could  be  substantial."  Many  investors 
shunned  the  stock,  which  never  broke 
the  $20  range.  Last  year  a  study  of  the 
site  was  completed,  and  the  company 
finally  announced  it  anticipated  no 
"material"  expense. 

Still,  environmental  risks  are  part 
of  the  landscape  today,  and  corpo- 
rate management  will  have  to  face 
the  risks.  Dennis  Reresford,  chair- 
man of  the  Financial  Accounting 
Standards  Board,  agrees  "there  will 
be  a  call  for  more  standard  setting." 
Bercsford  warns  that  the  task  is  a 
difficult  one.  Every  oil  leak,  asbestos 
or  landfill  situation  varies.  Never- 
theless, he  hopes  the  standard  set- 
ters will  address  the  issue  sometime 
within  the  next  few  years.  We'd  sug 
gest  sooner. 

"In  the  end,  it's  all  judj.  inent," 
argues  Norman  .Mrauss  of  acccnmting 
firm  Ernst  &  Young.  True,  but  inves- 
tors are  entitled  to  some  help  in  judg- 
inu,  the  risks.  §■ 


California's  Kasler  Corp.  excels  in 
a  competitive,  tricky  business. 

''We're  the 


pump 


By  James  Cook 

"If  ANY  BUSINESS  is  recession-proof," 
says  E.  Robert  Ferguson,  "public 
works  contracting  has  got  to  be  it.  In  a 
downturn  public  oflTicials  always  tr\'  to 
prime  the  pump,  and  I  guess  we're  the 
pump." 

Ferguson's  Kasler  Corp.  of  High- 
land, Calif  is  just  about  the  biggest 
pump  in  the  business,  the  biggest 
public  works  contractor  in  California 
and  the  number  one  federal  highway 
contractor  as  well.  And  so  far  this  year 
the  pump  has  been  doing  very  well. 
Nine -month  earnings  were  up  nearly 
90%,  to  $4  million,  on  a  31%  gain  in 
sales  to  $145  million.  Kasler's 
Nasdaq -traded  common  stock 
climbed  from  a  split-adjusted  6  at  the 
beginning  of  the  fiscal  year  to  15V'2, 
before  settling  back  to  IOV2  recent- 
ly— 18  times  probable  1991  earnings. 

The  private  toll  roads  that  prom- 
ised to  open  up  a  big  new  constmc- 
tion  market  in  California  have  not  yet 
gotten  oflfthc  ground,  but  there  are 
more  than  enough  federal  and  state 
public  works  to  keep  Kasler  and  its 
competitors  busy.  On  top  of  the  fed- 
eral programs,  voters  last  year  ap- 


proved two  propositions  to  ftjnd  a 
ten-year,  SI 8.5  billion  construction 
program  through  an  increase  in  the 
gasoline  tax.  Exults  Ferguson,  59,  a 
University  of  Michigan  civil  engineer 
with  over  30  years  in  the  business:  "It 
takes  a  while  for  money  like  this  to  get 
through  the  pipeline  and  come  out  as 
jobs.  But  it's  on  the  way." 

Kasler  specializes  in  concrete  and 
concentrates  on  southern  California, 
the  U.S.'  single  largest  public  works 
market.  It  paves  roads  and  airports, 
builds  bridges  and  dams,  and  it's  now 
pumping  17  projects  througli  die 
pipeline.  These  range  fi-om  a  more 
than  $50  million  contract  to  build  a 
West  Coast  air  tacilit)'  for  United  Par- 
cel Serx'ice,  to  the  SI 24  million  "Su- 
per-37"  Centur\-  Free\\a\-  Project  near 
Los  Angeles  International  .\irport. 

In  many  ways  public  works  con- 
tracting stacks  up  as  one  of  .-Vmerica's 
stickiest,  trickiest  businesses.  The 
contracts  are  fixed  price  and  always 
go  to  the  lowest  bidder.  And  before  a 
contractor  can  even  bid,  he  has  to  get 
a  performance  bond  guaranteeing  the 
job  will  be  completed  and  paid  tor  as 


Paving 

the  EscondKJo 
Freeway 
For  Kasler. 
concrete  is 
where  it's  at. 
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Alabama  attracts  people  notorious 
for  their  handwriting,  and  the  Medical 
Center  of  the  Uni\'ersity  of  Alabama  at 
Birmingham  (UAB)  is  just  one  of  many  reasons. 
Fortunately,  the  names  of  our  physicians  and 
researchers  are  more  often  seen  in  print  for  their  v\ork  in 
areas  from  cancer  research  to 
sports  medicine.  Alabama  is 
a  state  dedicated  to  anraaing 
inno\'ati\'e  talent  to  impro\'e 
our  quality  of  life. 

While  some  states  follow 
national  trends,  Alabamians 
lead  advancements  in  a 
number  of  areas.  Medicine  is 
just  one.  UAB  is  recognized 
for  se\'eral  innovations. 

One  UAB  researcher  has  been 

chosen  to  go  on  a  NASA  space  shuttle  missioa  He  will 
perform  experiments  growing  protein  crystals  in  space, 
which  mav  lead  to  the 


year  for  continuing  education.  And  as  Bo  knows,  one  of 
the  world's  recognized  leaders  in  sports  medicine  has  a 
thriving  praaice  at  Alabama 
Sports  Medicine  and  Orthopaedic 
Center  on  the  HealthSouth 
campus.  Other  well-known 
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Are  Among  the 

lop  In  me 
Nation,  ^ujiist 

Seem  to 
Attract  Tnem. 


athletes  who  come  to  the 
Center  for  treatment  include 
Jack  Nicklaus.  Charies  Barkle>'. 
Jenr\-  Pate,  and  Bruce  Smith. 

The  Medical  Foniiii 
another  innovation  in  the 
medical  field,  will  offer  an 
unprecedented  opponunit^' 


development  of  treatments 
for  cancer,  diabetes  and 
binhdefeas.  Other  UAB 
researchers  are  world- 


's Afedka/cenier  has 

teen  tvtict  named  lo  ihe 

top  three  medical  cencTs 

in  the  country  by 

The  Best  In  Medicine. 

asun-eyofSOO 
fMominent  physicians. 


renowned  for  pioneering  the  use  of  genetically  engineered 
antibodies  to  search  out  and  destroy  cancer  cells. 

Health  care  is  Birmingham's  primarv'  industrs',  with  21 
hospitals  in  the  area  including  Baptist  Medical  Centers,  the 
nation's  fourth  largest  not-for-profit  health  care  system. 
About  100.000  medical  professionals  come  to  the  area  each 


for  physicians,  educators,  and  research  and  de\  elopment 
companies  from  around  the  worid  to  e.xchange  the  latest 
ad\  ancements.  Opening  in  Birmingham  in  1 992,  it  will 
provide  state-of-the-art  continuing  education  facilities  for 
physicians  and  others  who  come  to  the  area  for  further 
stud>'.  Several  inteniational  medical  companies  will  make 
the  Forum  their  headquaners  in  the  US.  market 

Alabama's  dedicaiion  to  attracting  and  nunuring  talent 
in  all  fields  will  continue,  because  we've  never  been  content 
to  foUow  national 
trends.  We're  more 
interested  in  setting 
them  It  isn  t  uliere  uou  tnmk  it  is. 
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Kasler  Corp. 


Kasler  Corp. 's  Bob 

Ferguson 

At  $124  million, 

the  "Super-S?" 

contract  was 

ideal. 


promised,  and  this  means  he  has  to 
stay  unusually  liquid.  Thus,  Kasler 
currently  has  about  $46  million  in 
cash  or  short-term  investments,  over 
half  of  its  entire  assets.  That  cash 
cache  has  yielded  $2.6  million  so  far 
this  year,  but  most  of  it  can't  be 
committed  to  less  liquid,  if  more  lu- 
crative, investments.  "We  have  to 
keep  that  pot  there  to  meet  the  bond- 
ing requirements,"  Ferguson  says, 
"and  the  pot  has  to  grow  along  with 
the  business." 

Not  the  least  of  the  worries,  a  con- 
tractor on  public  projects  is  required 
by  law  to  subcontract  a  certain  pro- 
portion of  every  job  to  minority  enter- 
prises— 10%  on  federal  contracts,  20% 
on  those  in  C'alifornia,  sometimes  as 
much  as  35%.  Kasler  tends  to  subcon- 
tract parts  of  the  job- — earth  moving, 
reinforcing  steel,  signs,  stripes  on  the 
road,  and  so  on.  But  many  minority 
contractors  arc  so  inexperienced  tiiey 
have  to  be  taught  how  to  do  the  job, 
and  don't  always  succeed  the  first 
time — putting  added  financial  risks 
on  the  prime  contractor. 

And  finally  there's  the  job  of  get- 
ting the  bid  together — costing  out 
the    concrete,    asphalt,    reinforcing 


steel,  pipe,  aggregate,  labor  and  other 
elements  needed  to  do  a  job  that  may 
take  two  years  or  more  to  complete. 
"How  you  put  it  together,"  Bob 
Ferguson  says,  "is  where  you  make  or 
break  the  job." 

Ferguson  knows  those  risks  only 
too  well.  In  the  early  Eighties  business 
was  slack,  and  Kasler  began  taking  on 
jobs  around  the  country' — Texas, 
Utah,  Hawaii.  "If  you're  working  28 
jobs  in  for  locations,"  says  Ferguson, 
"you  need  28  of  ever\thing.  It's  more 
difficult  to  manage,  and  we  had  our 
setbacks."  Kasler  wound  up  losing 
$12.5  million  after  taxes  in  1985  and 
1986.  It  quickly  retrenched  to  Cali- 
fornia, and  by  fiscal  1990  (ended  last 
October)  was  back  on  track,  earning 
$3  million  on  $153  million  in  re\e 
nues,  for  a  hefty  18.6%  return  on 
equity.  "If  you  can  get  this  much," 
Ferguson  says,  "you  ask  yourself, 
'Can  I  get  a  little  more?'  " 

Kasler  competes  with  hea\y\\  eight 
outfits  like  Fluor,  Morrison  Knudsen 
and  Rechtel  Croup.  "Our  overhead  is 
a  lot  less  than  theirs,"  Ferguson  says. 
As  for  smaller  competitors,  "The  big 
ger  the  job  y(ni  go  after,  the  more  the 
competition   thins  out.   Vou   gti   to 


$100  million,  where  we  prefer  to  be, 
and  there  are  ver\-  few  competitors." 
He  argues  that  Kasler  is  the  optimum 
size  for  these  jobs. 

Kasler's  public  works  contracts  take 
two  years  on  average  to  complete  and 
are  worked  down  at  the  rate  of  S 1 5 
million  to  $20  million  a  month. 
Kasler  bids  on  jobs  on  a  continual 
basis,  maybe  once  a  week  normally, 
ever\  other  w  eek  currently.  The  aver- 
age contractor,  Ferguson  says,  wins 
one  out  of  even*'  ten  projects  he  bids 
on.  Kasler  itself  a\eragcs  one  out  of 
five,  but  that's  just  the  average.  "We 
bid  19  jt)bs  this  summer  bet'ore  we  got 
one,  but  it's  just  the  luck  of  the  draw 
And  then  it  all  comes  around." 

Kasler's  backlogs  are  currently 
around  $205  million,  down  fri>m  the 
record  $300  milliiMi  i^fearlv  1990.  So, 
w hat  about  next  xear.-  With  the  back- 
log off,  can  Kasler  sustain  this  year's 
record  pace  in  1992?  "I  Kx>k  fi>r  next 
year  to  be  even  bit  as  giXKl,"  Fergu 
son  says,  "and  Ix'tter."  He  figures  it 
will  take  a  ginnl  vear  ov  more  ti>  w ork 
otV  the  existing  backU>g,  and,  given 
the  state  of  the  nation's  highway's, 
there  will  be  plenu'  more  contracts 
coming  up  tor  bid.  ^M 
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Goodyear  Wrangler  HT 

keeps  you  in  touch 

with  the  mad. 


WE'VE  GONE  TO  THE  ENDS  OF  THE  EARTH 
TO  HELP  YOU  SURVIVE  ATRIP  TO  THE  MARKET 


Goodyear  Wrangler  radials  are  a  tough,  steel- 
belted  family  of  durable  radials  that  really  get 
around.  On  highway.  And  off. 

And  from  the  Baja  to  Bengal,  Wrangler  per- 
formance has  proven  to  be  a  winner. 

In  fact,  in  rigorous  comparisons  against 
other  makes  of  tires,  Goodyear  Wrangler  radials 
have  been  consistendy  chosen  as  original 
equipment  by  top  manufacturers  Hke  Ford,  Chevrolet,  Jeep 
and  Range  Rover. 

And  true  to  its  family 
heritage,  you'll  find  the 
Goodyear  Wrangler  HT  to 
be  a  tough,  steel-belted, 
all-weather  radial  that  will 
give  you  sure  handling, 
excellent  treadwear  and  a 
smooth,  quiet  ride  on  the 
highway. 

But  no  matter  where  you're  going,  on  highway,  off  highway 
or  merely  off  to  work,  you  can  rest  assured  that  Goodyear 
Wrangler  radials  will  not  only  take  you  there,  they  will 

also  bring  you  back. 

TREAD  LIGHTIY!        Please  remember  if 

ON  PUBLIC  AND  PRIVATE  LAND  *      ,    ^^  IClIiClllUCI,  11 

you  drive  off-highway, 

tread  lightly.  Stay  on  existing  paths.  Don't  forge 
new  ones.  America  is  a  beautiful  country.  Let's  keep 
it  that  way. 


<' 


Jeep  Wrangler  Renegade 

These  vehicles  use  Goodyear 
Wrangler  radials.  You  should,  too. 


Goodyear  wins  the  most 
important  tests  of  all. 


Goodyear  Wrangler  radials  are  the  choice  of 
off-road  racing  legend  Walker  Evans. 


GOODfYCAR 


THE  BEST  TIRES  IN  THE  WORLD  HAVE  GOODYEAR  WRITTEN  ALL  OVER  THEM. 


MARKETING 


EDITED  BY  JOSHUA  LEVINE 


A  perennial  cellar  dweller,  major  league  baseball  has 
finally  hit  a  home  run  with  its  licensing  program. 

Going,  going, 
sold! 


By  Seth  Lubove 

Onk  OH THK  many  strong  moves  base- 
balPs  Cvhicago  White  Sox  made  last 
year  came  in  the  critical  area  of  color 
coordination. 

The  Sox  changed  their  uniforms 
from  a  boring  red,  white  and  blue  to 
silver  and  black,  a  hot  color  combina- 
tion. The  team  also  changed  its  logo 
back  to  its  old  script  lettering  from  the 
previous  clunky  block  type. 

That  didn't  help  the  Pale  Hose 
much  on  the  field,  where  they  seem 


heading  toward  second  place  again 
this  year.  What  it  did  do  was  take  them 
from  a  lowly  18th  among  26  teams  in 
licensed  merchandise  sales  last  year 
into  the  number  one  slot.  New  Era 
Cap  Co.  of  Derby,  N.Y.,  which  makes 
the  league's  caps,  had  a  100,000- 
order  backlog  of  Sox  caps  this  sum- 
mer. Since  the  redesign,  total  Sox 
merchandise  sales:  over  $80  million. 
Don't  thank  the  Sox  management 
for  this.  Thank  Richard  White,  presi- 
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Richrird  White,  president  of  Major  League  Baseball  Properties.  I"c 

Leading  baseball  from  an  also-ran  to  first  place  in  pro  sports  licensing. 
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dent  of  Major  League  Baseball  Prop- 
erties, the  league's  licensing  and  mar- 
keting arm.  White  was  tabbed  to  head 
the  company  in  1985  by  then-com- 
missioner Peter  Ueberroth.  Ever 
since.  White  has  been  a  veritable  mar- 
keting phenomenon. 

For  most  of  baseball's  150-year 
history,  licensing  was  merely  an  after- 
thought. Total  retail  sales  of  licensed 
merchandise  when  White  signed  on 
were  about  $200  million — far  behind 
those  of  the  National  Football 
League.  Each  team  got  an  average 
$45,000  in  licensing  fees,  and  no 
team  got  more  than  580,000.  Roger 
Clemens  of  the  Boston  Red  Sox 
makes  more  than  that  every  time  he 
pitches.  Merchandise  consisted  large- 
ly of  tacky  trinkets  and  trading  cards, 
T  shirts  and  caps,  peddled  through 
overpriced  stadium  concession  stands 
and  sporting  goods  stores. 

Today  over  300  licensees  market 
3,000  different  items  with  baseball's 
team  logos  and  designs  on  them. 
Total  retail  sales  should  top  SI. 8  bil- 
lion this  year — up  from  SI. 5  billion 
last  year,  which  was  far  ahead  of  the 
nfl's  $1  billion  licensed  sales  and  the 
National  Basketball  Association's 
$750  million. 

With  its  8.5%  royalt}'  on  wholesale 
revenues,  major  league  baseball  takes 
in  roughly  $75  million,  with  each 
team  getting  about  S2.6  million.  Ypu 
can  still  find  tacky  trinkets  and  caps  for 
the  kiddies  at  stadium  stands.  But 
now  you'll  also  find  baseball-related 
goods  on  the  racks  of  higher-priced 
retailers  like  Nordstrom,  Blooming- 
dale's  and  Saks  Fifth  Avenue. 

Baseball's  owners,  al\\ays  bellyach- 
ing about  pinched  revenues,  are  de- 
lighted. Says  San  Francisco  Giants 
owner  Robert  Lurie:  "I  am  over- 
whelmed. Rick  has  done  an  outstand- 
ing job,  and  it  seems  that  every  year  he 
gets  stronger  and  better." 

Right  oft"  the  bat.  White  got  rid  of 
25  licensees  who  were  selling  shoddy- 
qualit\'  merchandise.  Then,  instead  of 
waiting  for  licensees  to  bring  ideas  to 
the  league  for  approval.  White  started 
churninn  out  ideas  himself 

One  of  the  most  successful  has  been 
the  Cooperstown  Cxillection,  a  line  of 
high  quality  reproductions  of  jerseys, 
team  jackets  and  caps,  including  those 
of  defijnct  teams  like  the  Washington 
Senators  and  St.  lx>uis  Browns. 
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INothing  great  was 

ever  achieved 
without  enthusiasm." 

Ralph      Waldo     Emerson 


The  desire  to  break  through 
boundaries.  To  make  things  better. 
It's  the  engine  that  continues  to 
drive  technology  forward. 

And  in  Lebanon  Tennessee 
that  translates  to  the  production 
of  over  a  million  award  winning 


color  television  sets  every  year. 

Built  by  people  who  know  that 
their  opinion  means  more  to  the 
company  than  their  quota. 

And  that  the  world's  greatest 
achievements  always  begin  with 
the  belief  in  a  better  tomorrow. 


Color  TVs  &  VCRs  •  Computers  &  Printers  •  Copiers  •  CT  Scanrters  •  Digital  Instrumentation  •  Disk  Drives  •  Facsimile  Systems  •  Industrial  Motors  &  Controls  •  liquid  Crystal 
Displays  •  Medical  Tubes  •  Mobile  Electronics  •  MR  Imaging  •  Nuclear  Medicine  •  OPTO  Electronic  Devices  •  Picture  TVfto  •  Professional  Vidfo  Systems  •  Room  AirComU^en 
SntMite  Receivers  •  Semiconductors  •  Telecommunication  Systems  •  71<f*i>ies  &  Generators  •  Ultrasound  •  UninterrvpHble  Power  Supply  •  Vartable  Speed  Drives  •  X-Ray  Systems 


In  Touch  with  Tomorrow 

TOSHIBA 


MARKETING 


This  isn't  suitable  garb  for  teens  on 
the  sandlot.  White's  target  market: 
middle-aged  fans  whose  allegiance  to 
the  teams  they  grew  up  with  runs  as 
deep  as  their  grown-up  pockets.  Want 
an  authentic  New  York  Yankee  jersey? 
C'ooperstown  wool  blend  jerseys 
start  at  around  $17S.  A  replica  jersey 
from  the  scandal  plagued  C'hicago 
Black  vSox  of  1919  goes  for  a  mildly 
scandalous  $245. 

But  White  was  right — the  adults 
anted  up.  Sales  of  ("ooperstown  Clol 


Nostalgia  jerseys  and  baseball  chic 

White  has  taken  licensing  i)eyond  taclcy 

trinkets  and  caps  for  kiddies. 


lection  last  year  hit  over  $200  million, 
and  now  the  nfl  and  the  nba  are 

scrambling  to  launch  their  own 
nostalgia  lines.  "Imitation  is  the 

sincerest  form  of  flattery,"  says 
White  a  little  smugly. 

White  also  signed  up  chic  New 
York  fashion  designer  Nicole  Miller 
to  produce  a  line  of  silk  camisoles, 
cummerbunds  and  bow  tie  sets, 
scarves,  robes  and  boxer  shorts,  all 
featuring  hand-drawn  prints  of  scenes 
from  baseball.  At  $100  for  the  cum- 
merbund and  bow  tie,  it  seems  like  a 
lot  to  pay  to  get  laughed  out  of  die 
opera  gala.  The  entire  collection  sold 
out  at  Saks  within  a  month  after  its 
introduction  last  spring. 

Emboldened,  White  has  recruited 
clothier  Alan  Flusser,  best  known  for 
his  custom-made  $1,000  suits  for 
Wall  Street  heavies,  to  design  a  line  of 
baseball  blazers  and  other  menswear 
that  will  hit  stores  in  1993. 

For  more  prosaic  team  mcrchan 
disc.  White  opened  up  Clubhouse 
stores  under  the  auspices  of  the  local 
club;  there  are  currently  eight  of 
them.  At  the  New  York  Yankee  store 
on  59ih  Street,  you  can  buy  the  full 
range  of  Yankee  haberdasher\- — cv 
entiling  frt)ni  $900  leather  jackets  to 
a  replica  cap  from  the  1927  team  -as 


well  as  uniforms  from  other  teams. 
But  here,  too,  the  White  touch  is  at 
work.  Teams  used  to  throw  away  all 
the  bats  cracked  in  the  course  of  a 
game;  the  stores  sell  them — at  any- 
where from  $75  to  S3 50  for  a  Don 
Mattingly  autographed  splinter. 

White's  calls  have  been  so  astute 
that  major  league  teams  wouldn't 
consider  changing  their  uniforms 
without  consulting  him  first.  White 
takes  into  account  not  only  how  the 
uniform  will  show  up  on  TV  broad- 
casts— a  team's  best  source  of  free 
advertising — but  how  easily  it  can  be 
reproduced  by  licensees. 

Two  years  ago  White  changed 
baseball's  relations  with  Holh-wood. 
It  used  to  be  that  team  owners  were 
only  too  happy  to  allow  mo\ie  pro- 
ducers to  use  their  logos  and  uniforms 
in  films — gratis.  White  insisted  that 
Hollywood  must  pay  baseball  any- 
time a  team  logo  is  used.  Baseball 
now  takes  in  $1  million  a  year  from 
Hollwood. 

In  the  bargain.  White  also  insists  on 
script  approval — you  know,  the  good 
of  baseball  and  all  that.  When  nbc's 
Saturday  Night  Live  asked  to  wear 
Yankee  uniforms  last  year  in  a  skit 
lampooning  guest  host  George  Stein- 
brenner,  VVhite  nixed  the  idea.  Ex- 
con  and  former  slugger  Pete  Rose  will 
soon  appear  in  a  made-for-tele\ision 
movie  about  Ty  Cobb.  But  thanks  to 
White,  Rose  won't  appear  in  a  base- 
ball uniform. 

White  polices  his  licensing  empire 
vigilantly.  Bugs  Bunny  gets  to  use 
baseball  logos,  cartoon  skunk  Pepe  le 
Pew  doesn't.  .Altogether,  White  says 
he  approves  only  1 0%  of  the  200  or  so 
license  applications  he  gets  each  year. 
Among  the  proposed  items  you  will 
never  see  on  store  shelves:  major 
league  condoms,  toilet  seats  and  jcxk 
straps. 

Next,  WTiitc  will  launch  a  line  of 
merchandise  for  kids  called  Rtx^kie 
League,  And  expand  licensing  to  base- 
ball's 152  minor  league  teams.  Inter- 
national sales  are  growing  fast,  too, 
t"ri>m  SIO  million  at  retail  last  year  to 
An  expected  S34  million  this  year.  In 
the  next  18  months  up  to  a  dozen 
Clubhouse  retail  shops  similar  to  ones 
in  the  I'.S.  will  open  in  baseball- 
cra/ed  Japan. 

Ainone  for  a  San  Diego  Padre 
kimono?  ^ 
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Invest  In 
Diamonds* 


^'  f^:^  s 


1 


Introducing  the  DiamondTel®  99X  Portable  by  Mitsubishi  Electronics.  Shown 
here  actual  size,  it  is  one  of  the  smallest  cellular  telephones  in  the  world. 

Tiny  enough  to  cradle  in  the  palm  of  your  hand,  die  DiamondTel®  99X  weighs 
a  mere  10.5  ounces.  Yet  it  has  today's  most  advanced  features  and  gives  you  up  to 
1  Vz  hours  talk  time  with  our  high  capacity  battery. 

Or  choose  the  DiamondTel®  92  Mobile/Transportable.  At  only  4.3  pounds,  it  s 
one  of  the  lightest  transportables  made.  It  mounts  in  your  car,  then  snaps  out 
instandy  to  go  where  you  go. 

How  do  you  invest  in  diamonds?  Ask  for  DiamondTel®  at  your  cellular  dealer. 

ADiamondTeT 

©  1991  Mitsubishi  Electronics  America,  Inc..  SCX)  Biennann  Court.  Mount  Prospect.  IL  60056  (708)  298-9223 
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In  the  U.S.,  Avon's  mass  direct-sales  method  is 
a  bit  out  of  date.  In  China,  it  is  revolutionary. 

Ding-dong, 
capitalism  calling 


By  Andrew  Tanzer 

Liang  Yungjuan,  40,  is  a  pediatrician 
in  the  city  of  Guangzhou  (Canton), 
capital  of  free-wheeling  Guangdong 
Province  in  the  People's  Republic  of 
China  (Forbes,  Aug.  5).  What  does  a 
Chinese  pediatrician  earn?  About 
$120  a  month.  But  Dr.  Liang  earned 
more  than  ten  times  that  much  last 
month — though  not  from  practicing 
medicine.  As  a  part-time  Avon  Lady, 


she  netted  $1,500,  her  share  from  the 
proceeds  of  selling  $5,000  of  makeup 
and  skin  care  products. 

"Avon  has  given  me  confidence  in 
myself,"  says  Liang.  "Pm  thinking  of 
quitting  my  regular  job  to  sell  frill 
time.  My  son  says  I  love  Avon  more 
than  1  love  him." 

Although  the  slighdy  built,  perky 
Liang  is  one  of  Avon's  star  saleswom- 


en, she  is  by  no  means  unique.  Since 
setting  up  shop  in  Guangzhou  last 
November  and  introducing  the  first 
direct-selling  operation  in  Chinese 
history,  Avon  has  taken  this  vibrant 
city  by  storm. 

Avon  met  its  six-month  sales  pro- 
jections in  its  first  two  months.  First- 
year  sales  will  be  $4  million.  Five  years 
from  now,  Avon  figures  sales  could 
reach  $50  million  to  $60  million,  by 
which  time  it  will  have  expanded  into 
more  cities  and  provinces. 

Direct  selling  is  stagnant  in  die 
U.S.,  where  it  has  a  slighdy  musty, 
1950s  aura  of  otherwise  unemployed, 
unskilled  housewives  keeping  them- 
selves busy  and  earning  a  bit  of  spend- 
ing money.  But  in  mainland  China, 
where  the  new  lure  of  risk  and  profit  is 
heady,  this  kind  of  marketing  is  a 
breath  of  fresh  air. 

Recruitment,  increasingly  tough  in 
the  U.S.,  is  a  breeze  in  China.  Avon's 
entrepreneurial,  incentive -based  sell- 
ing system  has  helped  it  pull  in  an  elite 


Guangzhou's  well-paid,  energetic  Avon  Ladies  in  action 

After  40  years  in  communist  drab,  mainland  Cliinese  women  provide  a  ready  market  for  instant  ^amour. 
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We've  put  it  into  practice.  In  schools,  airports,  roads  and  city  halls  all  across  America. 
We're  AMBAC.  And  since  1 97 1  we've  insured  the  bonds  that  local  governments 

N^/^  \Xf™   A   DO      XA/C^  /C  fely  on  to  finance  the  basic  public 
^,\j      I    L#xl\v^/     y  V  L      y    L  services  people  use  every  day 
l-N  ^^  |V  I  C     X  A  r^  DC  '"  ^^^^  AMBAC  founded  the 

L^  V-^  I  ^  L    It  1  V,^  f\  L    municipal  bond  insurance  industry. 

THAKJ    TAI    V.     AROI     IT  Po'^n^uncipalbond 

I    I     l#%l  ^      l#%LI\  t\G\^\J    I     issuers,  we  help  reduce  interest 

costs  and  improve  the  marketability 
of  their  bonds.  And  for  municipal  bond 
investors,  we  help  protect  their  investment 

Issuers,  investors,  the  municipal  bond  industry  and  people  throughout 
America— what  we  do  has  benefited  them  all  for  the  past  20  years.  Which  is  an 
accomplishment  worth  talking  about. 


COMMITMENT. 


MUNICIPAL  BOND  INSURANCE 


AMBAC  Indemnity  Corporation 

One  State  Street  Plaza.  New  York,  NY  10004 

(212)668-0340 
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group  of  dealers — doctors,  engineers, 
teachers  and  computer  scientists.  The 
manager  of  one  of  Avon's  branch 
offices  has  a  Ph.D.  in  economics. 
Most  of  these  dealers  hold  theoreti- 
cally full-time  jobs,  often  with  gov- 
ernment agencies  where  the  old  com- 
munist rule  still  prevails:  "They  pre- 
tend to  pay  us,  we  pretend  to  work." 
So  they  feel  free  to  clock  in  and  skip 
work  to  peddle  cosmetics. 

Chinese  women  are  starved  for  a  bit 
of  glamour.  After  spending  40  years 
swaddled  in  drab  unisex  Mao  suits, 
with  faces  unpainted  and  hair  un- 
coiffed,  the  women  of  Guangdong 


vosad.  Hong  Kong-based  vice  presi- 
dent in  charge  of  Avon's  Pacific  oper- 
ations. "They  didn't  understand  the 
concept  of  direct  selling  and  didn't 
know  how  to  deal  with  it." 

After  banging  its  head  unsuccess- 
fijUy  against  the  Great  Wall,  Avon 
finally  sought  the  advice  of  David  Li, 
the  astute  chief  executive  of  Hong 
Kong's  Bank  of  East  Asia.  Li,  a  mem- 
ber of  Avon's  international  advisory 
board,  suggested  the  company  try 
Guangdong,  where  a  runaway  capital- 
ism is  fast  overwhelming  the  official 
communism.  Avon  hammered  out  an 
agreement  with  provincial  officials  in 


John  Novosad, 
Avon's  head  man 
in  Asia,  with 
sales  manager 
Donna  Wen 
Before  Avon 
arrived, 
Guangzhou's 
women  had  money 
but  nothing 
to  buy. 


are  eager  to  buy  lipstick  and  skin 
moisturizer.  Before  Avon  arrived, 
Guangzhou's  women  had  money  in 
their  pockets  but  litde  to  buy  and  no 
knowledge  of  how  to  use  beauty 
products.  Most  cosmetics  were  sold  in 
state-owned  department  stores,  with 
spotty  inventories  and  surly  service. 

The  women  are  learning  fast.  "It's 
getting  harder  and  harder  to  tell  the 
locals  and  the  Hong  Kong  girls  apart 
now,"  says  Samantha  Kong,  sales  di- 
rector at  Avon's  C^hina  subsidiary. 

Yet  this  wasn't  an  easy  market  for 
Avon  to  crack.  In  the  mid-1980s 
Avon  spent  five  years  negotiating  with 
government  authorities  in  Beijing  for 
a  venture  in  northern  Ghina.  "Wc 
didn't  get  anywhere,"  says  John  No- 


late  1989  after  a  year  of  negotiating. 

Avon  holds  a  60%  stake  in  the 
China  joint  venture.  Guangzhou 
Cosmetics  Factory,  its  local  partner, 
has  35%;  Li  and  another  Hong  Kong 
businessman  have  5%.  A  full  line  of 
Avon  cosmetics  is  bottled  and  pack- 
aged in  their  Guangzhou  factory.  The 
average  product  sells  for  $5 — more 
expensive  than  the  shoddy  local  stuff' 
but  cheaper  than  imported  product. 

Avon's  Chinese  venture  works  a 
little  differently  from  the  U.S.'  opera 
tion.  Instead  of  delivering  merchan 
disc  directly  to  its  Avon  I^\dies,  Avon 
has  the  saleswomen  pick  up  merchan 
disc  at  branch  depots,  avoiding  added 
problems  with  tangled  communica- 
tions and  transportation. 


Avon's  salaried  sales  managers  re- 
cruit, train  and  manage  what  it  calls 
"franchise  dealers."  These  women 
cultivate  clients  and  earn  commis- 
sions of  up  to  30%  of  their  sales.  A 
franchise  dealer  can  supplement  her 
own  efforts  by  appointing  Avon  La- 
dies, or  sales  representatives.  The 
dealer  gets  a  third  of  the  30%  commis- 
sion earned  by  her  reps.  On  average, 
each  franchise  dealer  utilizes  4  Avon 
Ladies,  giving  Avon  a  local  sales  force 
of  25,000  (Dr.  Liang  is  a  franchise 
dealer). 

The  top  franchise  dealers  earn 
$2,400  to  $3,000  in  commissions  a 
month — this  in  a  country  with  an 
average  per  capita  income  of  $350  to 
$400  a  year  (Guangzhou  incomes  are 
two  to  three  times  the  national  aver- 
age). The  average  dealer  income  is 
$60  to  $80  a  month  for  an  hour  a  day 
of  selling,  or  sUghtiy  less  than  wages 
for  a  typical  48-hour-a-week  fijll-time 
job  in  Guangzhou. 

There  is  a  difference,  of  course:  The 
Avon  Ladies  really  work  at  their  Avon 
jobs;  they  essentially  dawdle  at  their 
socialist  jobs. 

Guangzhou's  Avon  Ladies  don't 
press  doorbells  as  their  U.S.  counter- 
parts do.  The  old  "ding-dong"  door- 
to-door  cold-calling  technique 
arouses  suspicion  in  China.  Some 
sales  are  made  to  finends,  relatives, 
neighbors  and  co-workers.  But  the 
big-volume  sales  come  from  offices, 
factories  and  schools.  Franchise  deal- 
ers are  invited  in  by  danwei,  commu- 
nist parlance  for  work  units,  to  give 
informal  seminars  on  skin  care,  make- 
up and  grooming  skills. 

The  market  is  different  in  other 
ways.  American  women  are  big  buyers 
of  makeup;  Chinese  women  go  in 
more  for  skin  care  products.  Two  of 
the  best  selling  products  in  Guang- 
zhou are  Momentum  ($7),  an  anti- 
aging  lotion  for  daytime  use,  and 
Night  Support  ($19),  a  nighttime 
equivalent. 

But  when  it  comes  to  selling  hard, 
China's  Avon  dealers  can  be  as  tough- 
minded  as  any  American  veteran.  "I 
thought  w  e\i  have  to  teach  them  how 
to  calculate  a  ct>mmission,"  says  No- 
vosad, "but  one  i>f  the  dealers  told  me 
to  double  prices  so  she  could  make 
more  money."  There  are  lots  of 
things  about  human  psycholog)'  that 
Karl  Marx  simply  never  grasped.    ^ 
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WE'VE  BEEN  ON  THE  TIP  OF  YOURTONGUE 

l^vJlv  /D   11j/\1\^.    Not  to  put  words  in  your  mouth,  but  you  probably  already  know  us 
as  the  International  Nickel  Company  Today,  it's  simply  Inco.  And  while  our  name  isn't  on  all  that  we  make, 
it's  surprising  how  much  we're  in. 

Over  60  per  cent  of  total  nickel  production  goes  to  make  stainless  steel  stainless.  And  from 
its  initial  use  in  cudery,  our  metallurgic  ingenuity  has  put  it  to  work. 

For  instance,  stainless  steel's  endless  applications  in  food  processing  equipment  -  up  to  and 
including  the  kitchen  sink.  Not  to  mention  its  widespread  use  in  architecture,  aerospace  and 
under-sea  technology. 

This  same  kind  of  innovative  thinking  has  made  us  the  non-communist  worid's  largest  nickel  producer. 
Fact  is,  we  hold  34  per  cent  of  the  worid  nickel  market.  And  with  ■  ^^  ^H  ^^ 

frxed-volume  arrangements  accounting  for  over  one  -  third  of  our  sales.  III  ^H  ^^ 

we  can  effectively  plan  for  the  years  ahead.  You  have  our  word  on  it.        STRONGER  FOR  OUR  EXPERIENCE 

For  more  information,  write  N.K.  Barnes,  Director,  Investor  Relations,  Inco  Limited,  One  New  York  Plaza,  NY.,  10004. 


COMPUTERS/COMMUHICATIONS 


Having  long  ago  lost  the  battle  in  home  entertainment 
electronics,  U.S.  industry  has  a  golden  chance  for  a 
comeback.  If  it  blows  it,  it  may  lose  out  in  desktop 
computing  as  well. 

Now 
or  never 


» 


By  George  Gilder 

Intheannai^s  of  American  business 
decline,  no  failure  is  more  stark  than 
the  loss  of  the  mass  videotape  record- 
er market.  The  popular  and  useful 
gadget  was  developed  by  Ampex  in 
California  in  1961  and  priced  at 
$20,000  as  reel-to-reel  industrial 
equipment.  The  Japanese  figured  out 
how  to  make  a  cassette  version  of  the 
thing  for  a  mass  market  at  $250. 

Not  just  vcRs  but  almost  all  the 
home  entertainment  equipment  that 
has  become  ubiquitous  in  even  the 
humblest  American  home  is  made 
and  marketed  by  Japanese  companies. 
Long  gone  are  such  once  famous 
American  names  as  Philco.  Even 
mighty  c;h  has  ceded  most  of  the 
market.  In  Europe,  where  protection- 
ism remains  strong,  Matsushita  is 
crowding  the  traditional  European 
makers  like  Philips  and  Thomson. 

But  a  second  chance  looms.  Over 
the  next  few  years  there  will  be  sweep- 
ing technological  changes  that  will 
create  a  window  of  opportunity  for 
American  companies  and  a  window  of 
vulnerability  for  the  Japanese. 

Two  major  products  are  converg 
ing.  The  home  computer  is  becoming 
more  like  a  television,  the  television 
more  like  a  computer.  When  these 
two  appliances  converge  into  a  single 
box — smart  it,  we  could  call  it — a 
worldwide  electronics  market  worth 
hundreds  of  billions  of  dollars  a  year 
will  be  at  stake.  It  will  dwarf  the 
present  home  entertainment  market, 
which  the  Japanese  control. 


Andrew  Lippman  of  mit's  Media 
Lab  put  the  situation  bluntly.  In  a 
memo  he  delivered  to  a  congressional 
committee,  he  wrote:  "Forget  televi- 
sion sets.  In  three  years  there  won't  be 
any.  Instead,  there  will  be  computers 
with  high-quality  display  screens.  In- 
side, there  will  be  digital  instructions 
allowing  them  to  receive  ABC,  HBO, 
BBc;  and  anything  we  can  dream  up." 

Will  the  market  for  these  new  ma- 
chines belong  to  the  Japanese  firms 
that  now  control  two- thirds  of  the 
home  electronics  market.^  Or  to  the 
U.S.  computer  industry?  It  could  go 
either  way. 

Crammed  with  memory  chips, 
mass  storage  devices  and  special  mi- 
croprocessors that  add  and  multiply, 
TV  sets  will  change  from  passive  re- 
ceivers of  preformed  pictures  into 
digital  broadcast  stations. 

While  receiving  and  displaying  im- 
ages better  than  existing  i"Vs,  the  new 
machines  will  also  process,  store,  cre- 
ate and  even  transmit  the  images  in 
computerized  form.  This  smart  iv,  or 
telecomputer,  will  eventually  be 
linked  to  the  world  by  telephone  style 
networks  that  will  switch  video  as 
readily  as  they  do  voice  today. 

Over  mostly  fiber-optic  cables,  y(Hi 
will  lap  into  any  iv  station,  theater, 
film,  scli()olrt)om,  sports  event, 
church,  library  or  conference  attached 
to  the  network.  You  will  be  able  to 
collaborate  with  others  better  at 
home,  without  distractions,  than  at  an 
office. 


Frox  Chief  Execu- 
tive Austin  Vanchier , 
with  his  smart  TV 
You  might  not 
want  to  spend 
$7,000  on  one, 
but  telecomputers 
are  going  to  get  a 
iot  smarter  and  a 
lot  cheaper. 


The  good  news  is  that  the  home 
entertainment  hardware  market,  now 
firmly  in  Japanese  hands,  will  come  up 
for  grabs.  The  bad  news  is  that  as 
computers  and  iv  converge,  the  Japa- 
nese will  have  a  splendid  opportunity 
to  capture  the  computer  business 
from  the  .\mericans. 

The  computer  business  will  expand 
explosively.  C'omputers  will  move 
from  a  market  of  millions  of  desktops 
to  a  global  market  of  hundreds  of 
millions  of  living  rooms.  The  tcle- 
ct)mputer  will  in  all  likclih(x>d  dis- 
place the  n',  Vc  R,  ganic  machine, 
home  video  edittir  and  all  the  rest  of 
the  gadgets  with  which  the  Japanese 
clobbered  the  I'.S.  consuiiier  elec 
tronics  industry'. 

As  the  battle  lines  torm,  there  are 
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advantages  on  the  U.S.  side.  U.S. 
companies  still  dominate  such  key 
technologies  as  software  and  micro- 
processor chips  (the  brains  of  a  com- 
puter). But  the  Japanese  have  advan- 
tages, too.  Japan's  computer  firms  are 
deep  in  consumer  electronics,  and  its 
consumer  electronics  firms  are  deep 
in  computers  and  chips.  Japan's  two 
leaders  in  consumer  electronics,  Sony 
and  Matsushita,  make  more  chips 
than  any  American  computer  compa- 
ny except  IBM.  Both  make  computers 
for  U.S.  firms.  Matsushita  manufac- 
tures IBM's  P70  portable  PC  and  Sony 
has  reportedly  contracted  to  manu- 
facture Apple's  notebook.  Sony  is  sec- 
ond only  to  Sun  Microsystems  in 
computer  workstations  in  Japan. 
Sony  and  Matsushita  are  both  on 


the  leading  edge  in  entertainment 
hardware:  Some  of  their  T\'  sets  con- 
tain more  microchips  than  low-end 
computers  do.  NEC  is  ^t  once  the 
world's  leading  vendor  of  chips  to 
other  manufacturers,  the  leading 
manufacturer  of  computer  monitors 
and  a  major  manufacturer  of  comput- 
ers and  TVS. 

The  convergence  of  computers  and 
television  is  not  a  theory  in  Japanese 
consumer  electronics;  it  is  a  fact  of  life . 
Even  Fujitsu,  a  computer  firm  seem- 
ingly distanced  from  the  entertain- 
ment market,  proves  the  rule  by  mak- 
ing both  one  of  the  world's  smallest 
cellular  phones  and,  visually  speaking, 
the  most  dazzling  home  computer, 
the  FM-Towns  machine.  With  a  super- 
bright  screen  and  a  digital  compact- 


disc  video  player  onboard,  it  has  sold 
some  250,000  units  in  Japan  without 
being  compatible  with  anything  else. 

The  key  to  this  transformation  is 
digitalization. 

Just  what  is  the  difference  between 
analog  and  digital?  Analog  waves  are 
19th-century  technolog)',  the  medi- 
um of  Alexander  Graham  Bell's  tele- 
phone. They  are  also  the  medium  of 
existing  TV  signals  and  TV  sets,  of 
high-definition  T\'  proposals  from 
Europe  and  Japan,  vc:rs,  cassette 
tapes,  laser-disc  movies,  plastic  rec- 
ords, most  local  telephone  lines  and 
existing  cellular  telephones.  Digital 
bits  are  the  medium  of  newer  technol- 
ogies: computer  microprocessors  and 
memor\%  compact  discs,  high-defini- 
tion TV  proposals  from  U.S.  compa- 
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nies  and  proposed  upgrades  to  the 
cellular  and  local  telephone  systems. 

Why  can't  electronic  gear  remain 
analog  forever?  Analog  signals  are  ap- 
plication specific.  Like  the  grooves  of 
a  vinyl  record,  the  helical  print  on  a 
videocassette  or  the  chemical  patterns 
on  film,  they  direcdy  mimic  the  shape, 
timing  and  character  of  the  signal  they 
record,  whether  sound  or  image. 
Thus  analog  signals  must  normally  be 
sent  and  played  at  the  same  pace  they 
were  recorded  at  (or  Dan  Rather  be- 
gins chirping  like  Donald  Duck).  An- 
alog signals  tie  the  receiver  to  the 
transmitter  in  a  lockstep  rendition  of 
the  signal. 

Hostile  to  editing  or  manipulation, 
every  analog  signal  is  different  from 
every  other.  Using  them,  the  Japanese 
have  created  an  array  of  ingenious 


Putting  the  squeeze  on  data 


entertainment  devices,  but  they  are 
essentially  incompatible  with  one  an- 
other. The  VCR,  for  example,  can 
communicate  with  the  TV  only  by 
simulating  a  television  station  and 
sending  the  picture  via  a  high-fre- 
quency carrier  as  if  it  were  being 
transmitted  miles  through  the  air 
rather  than  inches  down  a  wire. 

Digital  signals,  on  the  other  hand, 
are  all  homogeneous  bits,  on-off 
codes  that  can  be  easily  stored,  com- 
pressed, error-corrected,  edited  and 
manipulated. 

A  simple  illustration  of  digitaliza- 
tion  is  the  compact  disc  player:  The 
disc  is  almost  immune  to  scratches 
because  the  bits  are  made  redundant 
and  ingeniously  shuffled  before  being 
imprinted  on  the  disc.  For  related 
reasons,  you  can  program  a  CD  player 


in  ways  that  you  cannot  program  your 
record  player. 

But  the  power  of  digital  goes  far 
beyond  such  conveniences.  Rather 
than  incompatible,  single-purpose 
functions,  digital  signals  foster  the 
rich  interactive  and  relatively  open 
world  of  the  personal  computer.  In 
digital  TV,  the  station  sends  not  a 
picture  but  information  about  the 
picture;  the  image  itself  is  formed  and 
controlled  not  at  the  station  but  in  the 
telecomputer  itself  The  picture  can 
easily  be  made  scalable,  offering  more 
detail  in  a  TV  console  model  than  in  a 
tiny  portable. 

At  Japan's  miti  and  in  Europe's 
Eureka  project,  the  bureaucrats  still 
believe  that  the  key  coming  advance 
in  TV  is  higher- resolution  images.  But 
high  definition  represents  a  trivial  ad- 


The  digital  telecom- 
puter would  be  unthink- 
able if  it  had  to  work  with 


video  data  files  in  their  vo- 
luminous original  state: 
There  might  not  be  space  in 


the  transmission  signal 
for  all  the  data  bits,  and 
there  definitely  wouldn't 
be  space  inside  the  comput- 
er. So  smart  TV  will  work 


on  compressed  files,  in 
which  the  redundancies 
and  irrelevancies  in  the  raw 
data  are  squeezed  out. 
The  compressed  file  is  de- 
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vance  compared  with  the  changeover 
to  all-digital  TV,  that  is,  turning  the  TV 
into  a  digital  video  computer  that  can 
store,  edit,  originate  and  transmit  im- 
ages as  well  as  receive  them. 

The  Americans  still  excel  in  digital 
technology.  The  question  is:  As  home 
entertainment  enters  the  digital  age, 
will  the  American  companies  press 
their  advantage.^  There  is  hope  in  the 
recently  announced  mutual  assistance 
pact  between  John  Sculley  of  Apple 
and  John  Akers  of  IBM.  Apple,  after 
all,  is  one  of  the  most  visually  oriented 
of  computer  makers  in  its  thinking; 
IBM  remains  the  largest. 

Curiously  enough,  Apple's  Sculley, 
while  still  a  teenager,  practically  in- 
vented a  TV,  losing  a  race  to  the  patent 
office  against  the  eminent  inventor 
Ernest  O.  Lawrence  to  register  a  color 


scheme  later  u.sed  by  Sony's  Trinitron 
tube.  Nowadays  he  is  preoccupied 
with  getting  more  Apples  onto  corpo- 
rate desktops.  But  he's  still  thinking 
about  entertainment  media.  At  a 
MacWorld  exposition  in  Tokyo  earli- 
er this  year,  Sculley  introduced  the 
concept  of  television  paradigm  num- 
ber three— "P3  TV." 

Paradigm  one  was  broadcast  TV'. 
Paradigm  two  was  cable.  Paradigm 
three?  Unlike  broadcast  and  cable,  P3 
would  be  "scalable,  interactive  and 
personalized."  Rather  than  a  broad- 
caster-dictated system  displayable  at 
only  one  resolution,  P3  TV  could  be 
displayed  at  different  resolutions  in 
palmtop  TVs  and  projection  sets  and 
access  a  wide  array  of  interactive 
shows  adapted  to  the  interests  of  the 
viewer.  For  example,  a  student  might 


tune  into  a  lecture  at  home,  question  a 
lecturer  or  be  questioned  by  him  and 
take  tests  on  the  screen. 

In  other  words,  the  PS  would  be  a 
telecomputer.  Is  Apple  planning  to 
market  one  anytime  soon.^  Unfortu- 
nately, there  is  little  serious  sign  of  it. 
Nor  is  there  any  serious  sign  at  Sun, 
Next  or  Compaq,  not  to  mention  the 
larger  American  computer  firms.  U.S. 
computer  companies  arc  all  pushing 
for  multimedia  machines  that  can 
combine  graphics,  sound  and  video 
with  text  in  a  single  program  or  file, 
but  chiefly  for  business  presentations. 
That  was  Ampex's  mistake  three  de- 
cades ago. 

Engineers  interested  in  creating  a 
P3  machine  had  to  go  outside  Apple 
and  the  other  leading  computer  firms 
to  get  backing.  They  went  to  fringe 


compressed  for  playback. 

Video  compression 
capitalizes  on  the  fact  that 
the  pixels  on  a  screen  are 
far  from  random.  They  are, 
to  a  degree,  predictable: 
If  the  dot  three  inches 
down  and  four  inches 
across  is  blue,  then  the  dot 
right  next  to  it  has  a  high 
probability  of  being  blue  as 
well.  This  similarity  of  a 
pixel  to  its  neighbors  works 


in  three  dimensions:  hor- 
izontally, vertically  and 
across  time.  A  frame  this 
instant  may  be  identical  to 
the  frame  that  follows 
one-thirtieth  of  a  second 
later  in  all  but  the  motion 
of  a  hand  toward  a  pistol. 
The  compressed  video 
does  not  represent  each 
frame,  dot  by  dot,  from 
scratch.  Rather,  it  describes 
a  frame  by  describing  the 


highlights  of  the  changes 
from  the  previous  frame. 
There  are  other,  more 
mathematically  subtle, 
tricks. 

How  much  calculating 
goes  into  a  tightly  com- 
pressed video?  Stagger- 
ing amounts.  To  keep  pace 
with  a  movie  running  30 
frames  a  second,  even  at 
low  definition,  Integrat- 
ed Information  Technol- 


ogy had  to  put  a  super- 
computer on  one  chip.  And 
indeed,  at  its  highly  spe- 
cialized task,  doing  some  2 
billion  additions,  multi- 
plications and  other  tasks 
per  second,  the  chip  is 
faster  than  some  supercom- 
puters. For  HDTV,  the 
chips  could  be  stacked  in 
parallel  to  deliver  perhaps 
10  billion  operations  a  se- 
cond. -G.G.    tM 
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players  such  as  Commodore  Interna- 
tional, component  suppliers  such  as 
General  Instrument,  and  an  array  of 
new  ventures. 

Three  years  ago,  for  example,  Mac- 
intosh pioneer  Andy  Herzfeld,  Sun 
luminaries  Andreas  Bechtolsheim  and 
Peter  Costello  and  Next  industrial 
designer  Hartmut  Esslinger  joined  to 
help  launch  Frox  Inc.  in  Sunnyvale, 
Calif.  This  fall,  in  presentations  in  Los 
Angeles,  Baltimore,  San  Francisco 
and  New  York,  Frox  will  introduce  a 
telecomputer. 

Frox  machines  are  actuated  by  a 
remote-control  wand  that  controls  an 
entire  array  of  video  and  audio  appli- 
ances. The  Frox  machines  digitize 
ordinary  TV  images,  doubling  the 
number  of  lines  of  resolution  and 
upgrading  the  pictures  to  near  high- 
definition  quality.  The  upgrading 
couples  the  high-definition  images 
with  compact  disc  quality  "surround 
sound."  The  wand  allows  you  to  pro- 
gram the  VCR,  search  databases  for 
prcchosen  items,  and  eventually  will 
even  connect  to  the  telephone. 

Frox  takes  instructions  from  the 
user  in  the  friendly  icons  (picto- 
graphs)  of  Apple  computerdom.  This 


is  not  surprising,  since  the  author  of 
that  innovation  at  Apple  was  Frox's 
Herzfeld.  The  box  is  driven  by  a  Sun 
Sparc  chip  conceived  by  Bechtol- 
sheim of  Sun  and  made  by  Cypress 
Semiconductor.  The  machine  has  im- 
age processing  powers  from  four  cus- 
tom chips  designed  by  Frox  and  made 
by  Toshiba,  and  sound  effects  from  as 
many  as  16  Motorola  digital  signal 
processors.  It  has  the  overall  process- 
ing power  of  a  computer  running  200 
million  instructions  per  second. 

At  the  low  end,  Frox  machines  sell 
for  $7,000.  If  this  sounds  like  a  lot, 
remember  that  they  contain  the  sort 
of  supercomputing  power  that,  a  de- 
cade ago,  would  have  carried  an  eight- 
figure  price  tag.  Created  in  consulta- 
tion with  Nicholas  Negroponte,  the 
director  of  Mix's  Media  Lab,  Frox 
fulfills  his  prediction  of  TV  as  living- 
room  supercomputer. 

Frox  would  look  good  in  Sun's 
product  portfolio  or  Apple's.  C'hief 
Executive  Austin  Vanchieri  would 
like  to  make  a  deal  with  a  corporate 
partner.  He  approached  Apple  to  tap 
into  the  creativit)'  of  Macintosh  mul 
timedia,  but  Apple  is  not  interested. 

IBM  seems  equally  aUK)f,  support 


ing  scores  of  r&d  projects  that  pertain 
to  image  and  video  processing,  but 
none  as  commercially  practical  as 
Frox  or  as  ingenious  as  Apple's  multi- 
media efforts. 

For  now  at  least,  the  American 
companies  seem  fixated  on  defending 
their  desktop  dominance  against  the 
Japanese  rather  than  mo\ing  that 
dominance  into  the  living  room.  This 
defensive  strateg)-  is  a  mistake.  This  is 
clearly  a  case  where  the  best  defense  is 
a  good  offense. 

Why  is  smart  tele\ision,  which 
MIT's  Negroponte  has  been  talking 
about  for  decades,  only  now  becom- 
ing a  realit>  ? 

Until  recently  it  would  ha\c  re- 
quired a  T\'  set  the  size  of  a  medium- 
size  automobile  and  costing  millions 
of  dollars  to  priKCss  digital  \ideo.  The 
reason  is  that  raw  video  images  con- 
tain massive  amounts  of  data;  one 
minute  of  a  low  dcfinitii>n  color  tcle- 
\ision  program  wmild  o\crtlow  a 
600 megabyte  compact  disc  and  take 
upw  ards  o\'  an  hi>ur  to  play  back.  It 
w  as  such  arithmetic  that  led  television 
manufacturing  e\ecuti\  es  to  say,  only 
a  few  years  agt>,  that  computerized 
television  was  impossible. 
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Two  technology  breakthroughs 
have  saved  the  day:  compression  and 
miniaturization.  Compression  is  a 
scheme  for  shrinking  huge  data  files, 
via  a  form  of  mathematical  shorthand. 
Miniaturization  is  the  other  half  of  the 
picture..  It  means  that  a  transistor  that 
once  measured  half  an  inch  across  and 
cost  a  dollar  now  measures  20  mil- 
lionths  of  an  inch  and  can  be  had  for 
500  millionths  of  a  cent. 

The  two  technologies  go  hand  in 
hand.  Compression  of  files  for  storage 
and  decompression  for  playback  re- 
quires a  staggering  computational  ef- 
fort— billions  of  additions,  subtrac- 
tions and  multiplications  every  sec- 
ond, if  your  high-definition  television 
is  going  to  keep  up  with  the  action  in 
the  movie.  Thus,  the  compression 
solution  would  be  no  solution  at  all  if 
the  computation  demanded  a  $12 
million  Cray  tucked  behind  the  sofa. 
To  the  rescue  comes  the  ever-shrink- 
ing transistor.  The  same  chip  technol- 
ogy that  makes  megabyte  computer 
memories  tiny  and  afibrdable  also 
makes  supercomputers  tiny  and  af- 
fordable, at  least  if  they  are  dedicated 
to  certain  repetitive  tasks. 

The  Sarnoff  Labs  in  Princeton,  N.J. 


made  a  giant  leap  forward  in  compres- 
sion three  years  ago  with  its  Digital 
Video  Interactive  system.  Intel,  the 
microprocessor  chip  manufacturer, 
bought  the  invention  and  put  it  on 
chips.  Now  competitor  Integrated 
Information  Technology  has  demon- 
strated digital  compression  of  video 
images  at  ratios  over  1 ,000-to- 1 .  The 
four-year-old  startup  in  Santa  Clara, 
Calif  farms  out  its  production  to 
National  Semiconductor  Corp.  and 
Hewlett-Packard . 

Last  month  Integrated  Informa- 
tion produced  the  first  one-chip  video 
compressor/decompressor  that  can 
be  programmed  for  use  with  all  im- 
portant digital  video  standards — from 
still  pictures  and  teleconferencing  to 
full  motion.  With  several  chips 
stacked  in  parallel,  the  system  could 
even  handle  hdtv.  Currently  selling 
for  $150  apiece,  this  multipurpose 
chip  could  soon  open  the  way  into 
home  markets. 

This  supercomputing  on  highly 
specialized  chips  is  a  strength  of  U.S. 
industry  yet  to  be  seriously  challenged 
in  Japan.  If  high-definition  television 
sets  turn  out  to  be  digital  computers, 
this  strength  can  be  an  American  asset 


FCC  chairman  and  digital  fan  Alfred  bi.,^ :, 

U.S.  applicants  have  put  in  four  digital  high-definition  TV  proposals.  The  lone 

analog  holdout  is  from  Japan. 


as  significant  as  Japanese  strength  in 
manufacturing. 

Fortunately,  our  Federal  Commu- 
nications Commission  at  least  seems 
to  grasp  the  situation.  The  fcc  had  set 
a  June  I,  1990  deadline  for  submis- 
sions on  high -definition  T\'.  As  the 
deadline  approached,  it  appeared  that 
the  U.S.  television  industrx'  was  going 
to  respond  to  the  ten-year  Japanese 
program  in  high-definition  ^^■  with 
just  another  set  of  analog  schemes. 
The  only  significant  feature  of  their 
HDTV  codes  is  that  they  would  be 
incompatible  with  Japan's  Hi  Vision. 

At  the  last  possible  moment  before 
the  deadline,  however.  General  In- 
strument Corp.  totally  overturned  the 
analog  applecart.  Flouting  the  views 
of  all  the  experts  in  their  industry'. 
General  Instrument  used  digital  sig- 
nal processing  and  coding  expertise 
developed  for  its  satellite  \'ideo- 
Cipher  descrambler  box  to  develop  an 
all-digital  proposal  for  high-resolu- 
tion broadcast  T\\ 

Alfred  J.  Sikes,  the  forward-looking 
FCC  chairman  who  joined  the  com- 
mission in  1989,  was  delighted.  Ig- 
noring the  stand-patters,  Sikes 
pushed  gently  but  persistently  for  dig- 
ital solutions  from  all  applicants.  (The 
digital  signal  would  be  broadcast 
alongside  the  existing  low-grade  ana- 
log signal.  John  and  Jane  Voter  would 
have  the  option  of  hanging  on  to  their 
old  set  and  getting  a  low- resolution 
picture.) 

Today,  16  tempestuous  months 
later,  the  vcc  is  preparing  to  test 
digital  high-definition  proposals  fi-om 
four  American  applicants  and  a  lone 
analog  proposal  from  Japan.  Mean- 
while, the  Japanese  experts  on  high- 
definition  i\  are  said  to  be  plotting  a 
national  project  to  catch  up  to  the 
U.S.  in  digital  systems. 

Regardless  of  the  (uitcomc  of  the 
H'C  tests,  the  first  of  the  digital  sys- 
tems likch'  to  go  into  commercial  use 
will  be  General  Instalment's  Digi- 
C^ipher.  As  a  compression  scheme  to 
increase  the  capacity'  of  satellite  tran- 
sponders, DigiCipher  will  be 
launched  next  summer  under  the 
name  DigiSai  and  will  multiply  the 
number  o\  ordinar\  lA  pn^grams 
transmitted  by  a  satellite  bv  a  factor  i>f 
eight  or  better. 

Then,  as  high  definituui  prt^gram- 
minu  ci>mes  on  line.  General  Insim 
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you  need  to  stay  on  time,  on  track  and 
in  control.  Eleven  built-in  functions 
and  a  raised  typewriter  keyboard 
make  it  easy  to  store,  retrieve  and  sort 


phone  numbers,  important 
dates,  your  schedule,  memos 
and  more.  You  don't  need  to 
enter  DOS  commands. 
Just  touch  any  function  key 
and  the  Wizard  displays  the 
information  you  want. 

EASY  TO  EXPAND. 

Insert  any  optional 
Wizard  software  card  for 
easy  access  to  more  power. 
The  Wizard's  patented 
touch-screen  turns 
each  card  into  a  custo- 
mized keypad.  Choose  from 
reference,  business,  entertain- 
ment, telecommunications  and 
memory  expansion  cards  that  are  as 
easy  to  use  as  the  Wizard  itself. 

EASY  TO  EXCHANGE  DATA. 

With  the  optional  Organizer-Link  and 


cable,  you  can  load  files  from  your  PC 
into  your  Wizard,  or  download  work 
done  on  your  Wizard  to  your  PC. 

EASY  TO  COMMUNICATE. 

An  Organizer  Fax/Modem  gives  you 
the  power  to  send  a  fax  directly  from 
your  Wizard.  Or,  connect  with 
on-line  services  to  send  and 
receive  data  over  direct  phone 
ines  and  even  from  a  cellular 
phone.  To  learn  how  easy  it 
is  to  organize  your  business 
and  personal  life,  call 
1-800-321-8877.  In  Canada, 
call  1-416-890-2100.  And  ask  for  the 
dealer  nearest  you. 
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Apple's  QuickTime 
multimedia  system 
High  time  Apple 
made  the  leap 
into  the 
teiecomputer 
market? 


Oo(  >:  (inal  SIBbRflPH  1991 


NASA:  The  Legacy  of  Manned  Spacecraft 

/!<xh't  Scientist  iS' Apple  Computer.  Iitc 
!0S1S  AiaiiMii  A  •tuius 
Cupei-tmo  CdlitroiUa  PiOH 


The  Uniled  Slates  space 
pn39»nr,  began  as  a 
resj,onse  to  the 
launching  of  the  Sputnik 
Soviet  Satellite  in  the 
e»rtyl950'5.IohnF. 
Kennedy  furthered  the 
grand  ajpirenons  of  the 
prcyarr.,  when  he 
ded£:«l  that  the  Ututed 
Stales  would  land  m«n 
on  the  moon.  And  m 
1969  thU  goal  btcome 
rpatily,  as  hijman  beings 
eel  foot  on  the  moon, 
declaring'  one  small  step 
for  man.  one  giant  leap 
for  mankind",  making 
hitloryforallegec. 
The  Apollo  space 
fro^ftxt.  tent  almoti 


witnessed  man's  first 
launch-eble  and  re- 
landable  spacecraft,  the 
flown  satellites  into  low 


The  Apollo  space 
program  sent  almost 
twenty  missions  into 
outer  space.  FoUovTing 
the  Apollo  program,  we 
Ts-itr.c33cd  man's  first 
launch-sble  and  relarid- 
able  spacecraft,  the 


various  payloads  been 

sent  into  outer  spsceThe 

United  States  space  FlgS  Han  to  the 

program  began  as  a 

response  to  the  launching     otbit  and  has  repaired 
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ment  can  phase  it  in  on  the  same 
equipment  without  waiting  for  a  full 
high-definition  market  to  emerge. 
The  firm  aims  to  combine  its  digital 
high-definition  system  with  its  exist- 
ing descramblcrs  and  cable  convert- 
ers, already  used  in  millions  of  U.S. 
homes,  and  create  a  new  multipur- 
pose teiecomputer. 

Appearing  in  1992,  digital  satellite 
systems,  in  conjunction  with  cable, 
may  well  first  fiilfill  the  true  promise 
of  digital  television:  aggregating  spe- 
cialized audiences  across  the  country 
into  lucrative  targets  for  narrowcast 
programming  and  advertising,  in- 
cluding programs  of  adult  education, 
specialized  business  news,  hobbies 
and  technologies. 

All  the  while  television  is  becoming 
more  computational,  computers  are 
becoming  more  \isual.  C'ommodore 
and  Silicon  Graphics  have  recently 
introduced  significant  new  multime 
dia  boxes  for  under  $1  (),()()().  Will 


these  players  go  the  way  of  Ampex, 
letting  the  Japanese  ride  the  learning 
curxe  down  to  home-entertainment 
prices?  The  machines  are  as  powerful 
as  the  $50,000  graphical  workstations 
of  a  few  years  ago;  there  is  no  reason 
that  they  cannot  be  delivered  for 
$2,000  a  few  years  hence. 

Apple,  meanwhile,  has  a  digital - 
based  multimedia  system  called 
QuickTime.  A  vehicle  for  editing  and 
integrating  sound,  video  and  graph- 
ics, Quick  rime  also  can  provide  rapid 
compression  and  playback  of  digital 
N'ideo.  (Clearly,  Apple  sees  a  business 
market  here:  You  could  do  a  great 
sales  presentation  with  a  multimedia 
system.  Rut  Apple  has  yet  to  make  the 
leap  into  the  television  market. 

Here's  how  television  program 
ming  could  work,  as  little  as  three 
years  from  now:  Hver\'  home  in  a 
neighborhood  is  connected,  whether 
by  cable  or  pow  erful  wireless  systems, 
to   a    high  capacity   fiberoptic   net 


work.  A  \'iewer  could  dial  up  a 
month's  worth  of  selected  mo\ies  or 
Harvard  Business  School  courses  and 
receive  them  in  a  five-minute  burst  of 
scrambled  bits.  With  a  meter  in  his  set, 
the  viewer  gets  billed  only  for  the 
items  he  decides  to  descramble.  Poli- 
tics could,  of  course,  slow  the  transi- 
tion to  a  competitive,  digital  informa- 
tion deliver)'  system;  but  the  technol- 
og\'  is  there. 

Is  a  fiber-optics  network  afford- 
able.' Scientists  at  BellSouth  have  de- 
clared that  fiber  is  now  cheaper  than 
copper  wires  in  new  construction,  at 
least  when  you  allow  for  fijture  main- 
tenance costs. 

A  digitally  switched  fiber-optic  net- 
work, now  practical  for  the  first  time, 
could  break  the  world  of  video  wide 
open.  Satellite  and  compression  tech- 
nology' will  come  on  first,  with  hun- 
dreds of  channels.  Switched  fiber  op- 
tics and  computers  offer  the  potential 
of  tens  of  thousands  of  channels — as 
many  as  there  are  entrepreneurs  who 
want  to  go  into  business  running 
information  depots.  With  video  con- 
nections as  convenient  as  the  tele- 
phone, teleconferencing,  telepart)- 
ing,  telemedicine  and  telelibraries 
move  from  costly  luxuries  for  corpo- 
rations into  the  consumer  domain. 

On  all  fronts — computers,  phones, 
television,  publishing,  photography, 
stereos  and  films — the  world  of  infor- 
mation is  converging  into  a  digital 
computerscape.  Yet  in  w\  the  Euro- 
peans and  Japanese  still  do  not  get  the 
picture.  Jacques  LeRoudier,  head  of  a 
European  Community-  technical 
committee,  says:  "Digital  television 
will  be  impossible  for  another  ten 
years."  Both  Europe  and  Japan  arc 
attempting  to  protect  their  n'  indus- 
tries b\'  a  proprietarx'  set  of  standards. 

Let  them  protect  themselves  into 
an  analog  corner;  in  time,  analog 
technologies  will  be  irrelevant.  Over 
the  next  ten  years  the  U.S.  computer 
industry-  can  not  only  maintain  its  own 
dominance  but  rake  as  w  ell  a  big  piece 
of  the  growing  wt>rld  market  for 
home  entertainment  and  intonnation 
hardware  and  software.  But  in  order 
to  win,  U.S.  ct>mputer  executives  will 
ha\e  to  think  boldh  rather  than  de 
fensively.  Ihey  will  ha\e  to  reassert 
some  of  the  old  self"  confidence  that 
once  made  l\S.  industry  the  wonder 
and  en\A  of  the  world.  ^ 


198 


Forlxs  ■  tX-tohcr  14,  1991 


Communications:  One  of  the  great  strengths 

of  the  Great  Lalces  region. 


The  Great  Lakes  region  is  home  to  25%  of  America's 
Fortune  500  U.  S.  companies,  is  the  commodities  trading  center 
of  the  world,  and  has  more  newspapers  and  computer  sites  than 
any  other  region  in  the  country.  How  do  more  than  12  million 
businesses  and  homes  in  this  information-intense  region  keep 
communications  flowing?  By  relying  on  Ameritech. 

The  communications  needs  of  the  Great  Lakes  region  are 
among  the  most  demanding  in  the  country.  That's  why  we  always 
stay  a  step  ahead,  anticipating  those  needs  and  creating  better 
ways  to  serve  and  satisfy  our  customers.  We  put  the  first  mobile 
phone  system  in  the  U.S.  into  operation,  we  have  the  largest 
voice  messaging  network  in  the  country,  and  we  currently  have 
two  fiber  optic  tests  in  market  for  new  technology  that  will  lead 
the  way  in  bringing  the  information  age  to  the  home. 

Solutions  that  work:  We  know  it's  our  commitment 
to  successful  innovation  that  has  helped  our  company  reach  $10 
billion  in  revenues.  Since  divestiture,  Ameritech  has  led  all  the 
other  regional  Bell  companies  in  recording  the  highest  return  to 
equity,  16.3%  last  year.  The  Great  Lakes  region  and  Ameritech 
continue  to  thrive  together. 

For  a  copy  of  our  Annual  Report  or  other  information,  call 
Ameritech  investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameritech: 

Illinois  Bell 

Indiana  Bell 

Michigan  Bell 

Ohio  Bell 

Wisconsin  Bell 

Ameritech  Audiotex  Services 

Ameritech  Credit 

Ameritech  Development 

Ameritech  Information  Systems 

Ameritech  International 

Ameritech  Mobile  Communications 

Ameritech  Publishing 

Ameritech  Services 

The  Tigon  Corporation 

JsMERiTECH 
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COMPUTERS/COMMUNICATIONS 


n  honor  of  ink 


Esther  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1.0. 


Are  you  a  fan  of  the  new  pen- based 
computers?  Many  people  question 
the  value  of  pen-based  computing 
because  handwriting  recognition  is 
still  crude.  However,  they're  focusing 
on  the  wrong  issue.  Assuming  that 
you  need  near-perfect  handwriting 
recognition  assumes  that  the  comput- 
er needs  to  understand  exactly  what 
you're  doing. 

Sometimes  low  tech  can  win  over 
high  tech — especially  when  low  tech 
is  simpler  to  use. 

In  fact,  in  many  cases  all  that's 
needed  is  that  you  or  some  other 
person  understands  what  you've  writ- 
ten— and  that  you  tell  the  computer 
enough  about  it  so  that  it  can  handle  it 
appropriately.  The  computer  doesn't 
need  to  know  what's  going  on.  In 
fact,  thinking  of  the  pen  as  a  second- 
rate  keyboard  is  like  thinking  of  a 
bicycle  as  a  second-rate  car.  The  pen 
works  better  on  its  own  terms. 

In  a  similar  vein,  pundits  tended  to 
dismiss  fax  because  electronic  mail 
was  more  "powerful."  Electronic 
mail  gives  you  the  ability  to  sort  the 
mail,  respond  to  meeting  requests 
automatically,  send  spreadsheets  or 
financial  models  and  get  an  acknowl- 
edgment of  receipt.  It's  flexible  and 
powerful.  In  theory,  it  should  be 
much  more  common  than  facsimile, 
which  transmits  pages  just  as  inscruta 
ble  to  a  computer  as  handwriting. 

So  why  has  faxing  taken  off,  while 
e-mail  is  still  (mostly)  a  technology  of 
the  future?  Because  a  fax  transmission 
is  simple.  There's  no  worr\'  about 
formats,  compatibility  or  email  ad 


dresses.  If  you  can  put  a  piece  of  paper 
in  a  machine  and  dial  ten  digits,  you 
can  get  your  fax  through. 

In  the  same  way,  "ink" — handwrit- 
ing and  other  pen  input — doesn't  re- 
quire special  interpretation,  and  it  can 
be  freely  transferred  from  program  to 
program,  place  to  place  and  user  to 
user.  Take  a  hastily  scribbled  "Juan 
c/o  Alice  on  Tues."  The  computer 
that  attempts  to  read  handwriting 
might  be  able  to  give  you  "Juar  cio 
*lice  on  Tues."  But  what  you  need 
isn't  that;  you  really  want  it  to  know 
that  any  messages  for  Juan  Tigar,  the 
accountant  who's  working  on  the 
year-end  update,  should  be  forward- 
ed to  Alice  the  lawyer  on  Tuesday. 

In  this  case,  perfect  handwriting 
recognition  would  give  you  both 
more  and  less  than  you  need.  What 
you  really  need  is  the  identity  of  Juan, 
not  a  string  of  text.  You  may  want  to 
redirect  e-mail  messages  for  him,  or 
you  may  want  to  change  his  telephone 
number  temporarily  so  that  you  can 
call  him  yourself. 

Either  way,  what  you  really  want  is 
to  get  at  his  record  in  your  electronic 
name  and  address  file.  It's  probably  a 
lot  easier  to  get  that  by  selecting  your 
list  of  contacts  from  a  menu,  then  the 
letter  "T"  from  a  list  of  initial  letters, 
and  finally  Juan  Tigar's  name  fi*om 
the  "T"  name  on  the  list.  Only  three 
or  four  penstrokes  in  all.  Then  you 
grab  his  name  (with  your  electronic 
pen)  and  move  it  to  next  Tuesday  on 
your  calendar.  Next  you  get  Alice's 
office  number  and  address  the  same 
way,  and  assign  them  to  Juan  tor 
Tuesday  only  by  using  another  menu 
item  from  your  mail  program: 
"C>hange  address/contact  informa- 
tion temporal  ily." 

On  the  t)ther  hand,  you  may  be 
scribbling  notes  to  yourself  on  what 
tt)  tell  Alice  about  the  contingent 
liabilities  i)t  your  aggressive  new  ad 
campaign.  These  aren't  things  ihat 
you  w  aiu  the  computer  to  understand 
or  to  handle,  although  yt)u  waiu  them 
filed  under  "ad  campaign,"  under 
"liabilities,"  under  the  date  of  the 
meeting  and  perhaps  "lawyers"  or 


"legal"  or  "Alice  Haynes."  (Or  per- 
haps you  want  to  erase  the  evidence 
entirely! ) 

Thus  the  issue  isn't  text  recogni- 
tion, but  the  proper  handling  of  the 
"ink"  produced  by  the  user  with  his 
pen,  whether  recognized  as  characters 
or  not.  The  ink  may  be  an  annotation, 
to  be  kept  with  a  certain  named  range 
(which  may  move  from  cell  to  cell)  in 
a  spreadsheet,  or  attached  to  a  person- 
nel record,  or  assigned  to  a  certain 
day.  It  can  be  moved  fi-om  day  to  day 
if  the  appointment  changes. 

And  it  is  handled  by  reference  to 
the  item  it's  attached  to.  It  can  be 
classified  in  most  ways  any  other  piece 
of  data  can  bt  classified.  It  can  be 
circled,  crossed  out,  pointed  to,  en- 
larged, edited  with  a  pen  or  otherwise 
manipulated.  It  can  also  be  copied 
and  scheduled  for  ever>'  first  Monday 
of  the  month,  faxed  to  someone  else, 
or  displayed.  It  could  even  blink  or  be 
displayed  in  red  on  a  color  monitor, 
according  to  who  had  entered  it,  or 
whether  it  was  on  a  to-do  list  and 
assigned  to  a  date  that  had  passed. 

The  value  of  ink — stored  and  han- 
dled by  an  uncomprehending  com- 
puter— comes  mosdy  in  its  interpreta- 
tion by  a  human.  Take  a  crude  map 
showing  how  to  reach  Grove  Court, 
for  example.  Or  a  note  to  your  boss 
justifying  the  dinner  at  the  Quilted 
Giraffe.  The  note  is  directed  to  your 
boss,  even  though  it  is  first  received  by 
an  expert  system.  The  expert  system 
notes  that  your  dinner  was  tcx)  expen 
sive  and  flags  your  message  as  a  "rea- 
son for  exception"  because  of  \\  here  it 
was  entered  on  the  form — and  for- 
wards the  whole  thing  to  your  boss, 
w  ho  makes  the  final  decision. 

Or  take  a  mock  up  of  a  flag  for  a 
new  country — one  of  many  in  Europe 
these  days.  Someday  it  may  be  trans- 
ferred init)  thousands  ot'  design  pro 
grams,  fabric  cutting  programs  and 
logos,  but  tor  now  it's  just  something 
to  show  to  a  committee;  the  comput- 
er doesn't  need  to  "mterjtret"  it. 

Or,  finally,  it  may  be  a  signature:  Its 
meanim;  wDuld  be  lost  if  it  were 
translated.  Bi 
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MOST  SUCCESSFUL  COMMERCIAL  AIRCRAFT  MANUFACTURER  IN  THE  WORLD. 


20  years  after  Airbus  Industrie  began,  it  has 
become  the  world's  Nunnber  2  commercial  aircraft  man- 
ufacturer. Over  100  worldwide  operators  have  ordered 
more  than  1 ,700  Airbus  aircraft  to  date.  And  more  than 
750,000,000  passengers  have  flown  on  Airbus  airliners. 

The  Airbus  family  now  includes  6  advanced  aircraft: 
the  A300,  A3 10,  A320,  A321,  A330  and  A340.  And 
more  than  400  U.S.   suppliers  have  provided  over 
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$3,500,000,000    worth    of    components    for    these 
programs. 

The  innovations  within  our  family  have  made  us  1st 
in  advanced  aviation  technology.  And  that's  not  all. 
We're  now  working  on  the  aircraft  that  will  debut  the 

1  sts  of  the  2 1  St  century. 

That's  why,  in  commercial  aviation,  we're  Number 

2  and  leading. 
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SCIENCE  &  TECHNOLOGY 


Who's  got  the 
best  science^ 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


Most  scientific  papers  produced  in 
the  U.S. — over  63%  of  them — come 
fi-om  just  13  states.  Each  of  these 
science  superstates  has  been  responsi- 
ble, over  the  past  five  years,  for  more 
than  50,000  papers,  according  to  data 
compiled  by  the  Institute  for  Scientif- 
ic Information  in  Philadelphia.  The 
top  7  states  were  California  (with 
306,000  papers).  New  York,  Massa- 
chusetts, Texas,  Maryland,  Pennsyl- 
vania and  Illinois.  From  Illinois  came 
about  115,000  papers,  and  the  re- 
maining 6  states  published  fewer  than 
100,000  papers  each. 

Such  large  numbers — science  by 
the  bale,  as  it  were — provide  intrigu- 
ing advertising  copy  for  state  develop- 
ment agencies  and  chambers  of  com- 
merce in  the  1 3  big  science  states.  But 
the  information  is  too  coarse-grained 
to  be  of  much  use  to  investors,  ven- 
ture capitalists,  regional  economists, 
developers  or  other  businesses  users. 

It  is  much  more  helpfijl  to  look  at 
the  scientific  profile  associated  with 
individual  zip  codes.  The  idea  is  to 
identify,  however  imperfectly,  places 
where  excellent  scientists  work.  Such 
a  table  is  presented  here.  The  12  best 
zips  in  American  science  are  ranked. 
Along  with  each  zip  code  are  noted 
one  or  more  corporations  or  research 
institutions  that  account  for  the  re- 
search citations. 


For  a  company  or  institution  to 
turn  up  in  this  ranking,  it  is  not 
enough  to  simply  publish  scientific 
papers  in  bulk  quantities.  To  qualify, 
the  papers  must  report  findings  im- 
portant enough  to  have  been  widely 
noted — that  is,  formally  cited  many 
times,  in  other  scientific  papers  writ- 
ten by  other  scientists.  Citations  of 
scientific  papers  are  compiled  in  the 
annual  Citation  Index,  which  is  pre- 
pared and  published  by  isi. 

By  dividing  the  number  of  papers 
published  by  a  given  lab  into  the 
number  of  times  its  papers  are  cited  by 
outside  scientists,  analysts  can  gain  a 
feel  for  how  useful  or  significant  that 
laboratory's  papers  might  be,  at  least 
in  the  view  of  its  peers.  (Scientists  may 
or  may  not  agree  with  a  paper,  but  the 
fact  that  they  cite  it  in  their  own 
papers  signals  they  are  paying  atten- 
tion.) This  ratio  of  citations  to  papers, 
called  the  "citation  impact,"  can  also 
be  used  to  evaluate  the  scientific  out- 
put of  individual  scientists,  of  univer- 
sities, companies,  states  and — for  our 


purposes — zip  codes.  Citation  impact 
was  used  by  David  Pendlebury  of  isi 
to  identify  the  "hottest"  zip  codes  in 
America  for  scientific  visibility. 

Some  caveats:  First,  some  sup>erb 
science  goes  unheralded  and  uncited. 
It  happens  in  every  generation.  Cita- 
tions show  only  what  is  being  vigor- 
ously discussed  currendy,  that  is,  what 
is  scientifically  fashionable.  Second, 
biomedical  and  biotechnology  re- 
search tends  to  draw  more  citations 
than  papers  in  other  fields.  For  inves- 
tors, this  could  be  useful,  but  note 
that  the  rankings  inherentiy  favor  bio- 
medical over  physical  science.  For  a 
ranking  of  biotechnology  companies 
by  citation  impact,  see  my  Dec.  10, 
1990  Forbes  column. 

The  ranking  is  just  a  place  to  begin, 
not  a  bottom -line  stock  analysis,  so 
there  are  no  stock  recommendations 
to  be  extracted.  Note,  however,  the 
rising  importance  of  the  Swiss  compa- 
ny, Hoffmann- La  Roche,  in  American 
science.  Genentech  and  a  significant 
asset  created  by  Cetus  (the  polymer- 
ase chain  reaction  that  is  used  to 
multiply  specks  of  DNA  into  measur- 
able quantities)  have  both  been  sold 
to  Hoffmann-LaRochc.  Both  compa- 
nies, along  with  Hoffmann -LaRoche 
itself,  are  ranked  ver\'  high  on  this  list. 
Note  also  the  increased  scientific 
strength  of  the  already  impressive 
Chiron  Corp.,  which  has  purchased 
the  rest  of  the  assets  of  Cetus.        Hi 


The  "hottest" 
scientific  papers 
published  in  the 
U.S.  since  1986 
originated  in 
these  zip  codes. 


The  12  best  addresses  in 

American  science 

Zip 

Citations 

Community 

Institution 

code 

per  paper 

or  locale 

or  company 

02142 

24.6 

Cambridge.  MA 

Whitehead  Institute 

11724 

22.0 

Long  Island.  NY 

Cold  Spring  Harbor 

94080 

18.9 

So  San  Francisco 

Genentech.  Inc 

94608 

18.3 

Emeryville,  CA 

Cetus  Corp;  Chirw  Corp 
DNA  Plant  Technoiogy 

92138 

139 

La  Jolla,  CA 

Salk  Institute 

94043 

12.6 

MtView.CA 

Calitomis  Bntechnoioo 
Polyatom  Research  Institute 
Lighhwave  Electnc 

80206 

11.3 

Denver,  CO 

Natl  Jewish  Ctr  ImmunoiOGr 

98101 

11.0 

Seattle.  WA 

Immunex  Corp 

92037 

10.1 

La  Jolla,  CA 

Scnpps  Clinic 

La  Jolla  Cancer  Reseiich  Fdn 

20850 

9.7 

Rockville.  MD 

U  of  Maryiand  Biotech  Ctr 
Biotech  Research  Labs 
Otsuka  American  Phann 

20892 

9.7 

Bethesda,  MD 

National  Institutes  oiHMlth 

07110 

9.6 

Nutley,  NJ 

Hotlmann-LaRKhe 
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Hard  Pressed 

Applied  Metelligence 
from  Fansteel/VR  Wesson 
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It  is  an  industrial  irony  that  the  manufacturing 
process  for  one  of  the  hardest  of  man-made 
materials,  tungsten  carbide  hard  metal,  begins 
as  a  blend  of  very  fine,  "soft"  powders.  The 
intimately  mixed  blends  —  so  called  grade 
powders  —  are  pressed  and  molded  into 
industrial  cutting  tools  and  wear  parts,  but 
the  final  hardness  and  toughness  of  the  parts 
are  subsequently  achieved  only  after  a  high 
temperature  densification  process  called  sintering. 
"Agglomeration"  before  pressing  is  a  key  step 
necessary  to  give  adequate  flow  properties  to 
grade  powders  for  uniform  mold  or  die  fill. 

etelligence 

Fansteel  VR/Wesson's  Hydro  Carbide  plant  has 
developed  a  revolutionary  process  for  powder 
agglomeration.  Not  only  does  this  process  make 
grade  powder  with  superior  quality,  but  it  does 
so  with  much  less  investment  and  operating 
cost  than  traditional  agglomerating  methods. 
As  a  result,  Fansteel  VR/Wesson,  a  leader  in 
tungsten  carbide  cutting  tools  and  wear  parts 
for  over  four  decades,  continues  to  keep  its 
competition  hard  pressed  to  keep  up.  AppUed 
Metelligence  at  Fansteel  VR/Wesson  Hydro 
Carbide  means  producing  the  highest  quality 
hard  metal  cutting  tools  and  wear  parts  at  the 
lowest  cost  to  our  customers.  It  is  one  more 
reason  it  will  pay  you  to  know  more  about  us. 


Fansteel  VR/Wesson  Hydro  Carbide  is 
a  major  supplier  of  tungsten  carbide 
jjressed  round  toot  blanks  and  preforms 
used  to  produce  rotary  tools  and  wear 
parts  like  those  shown. 


[Fansted 

1  Tantalum  Place 

North  Chicago.  IL  60064 

708-689-4900 
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Discounted  fashions  in  tlie  City  of  Light?  IVIais  oui.  But 
don't  look  for  them  on  the  Faubourg  Saint-Honore, 

Attendoii, 
Paris  shoppers ! 


By  Richard  C.  Morais 

The  intrepid  American  business- 
man, in  Paris  and  with  an  afternoon 
free,  emerges  from  a  taxicab  in  the 
city's  unfashionable  3rd  arrondisse- 
ment,  a  20-minute  cab  ride  from  the 
George  V.  Bent  on  replacing  his  fad- 
ing wardrobe  with  some  smart  suits  of 
French  design,  he  looks  for  number 
114,  rue  de  Turenne .  But  at  the  desig- 
nated spot  he  sees  only  a  piece  of 
paper  tacked  to  a  wall.  It  reads  in 
French:  Store.  Back  of  courtyard. 


Perplexed,  and  perhaps  a  httle  ner- 
vous, he  ventures  through  a  dust)' 
courtyard  and  enters  an  expansive 
two-story  warehouse,  half  expecting  a 
burly  workman  to  rudely  tell  him  to 
get  lost. 

Instead,  he  enters  Bidermann — a 
low-rent  but  very  well  stocked  dis- 
count clothing  emporium.  Rows  of 
racks  groan  under  the  weight  of  suits 
bearing  such  marques  as  Yves  Saint 
Laurent,  Courreges,  Kenzo,  Daniel 


Hechter  and  Daniel  Cremieux. 

After  a  salesperson  (some  speak  En- 
glish) guides  him  to  suits  in  his  size, 
the  customer  checks  out  the  prices 
and  grins.  They  are  about  half  what 
he'd  pay  in  the  expensive  boutiques 
clustered  around  the  Faubourg  Saint- 
Honore  on  the  Right  Bank,  or  the 
Boulevard  Saint  Germain  on  the  Left. 
The  prices  are  roughly  comparable  to 
discount  stores  in  the  U.S.;  the  quali- 
t\',  however,  is  often  a  cut  above. 

Flipping  through  the  garments,  the 
shopper  finds  a  winter-weight,  dark- 
brown  wool  suit  from  Yves  Saint  Lau- 
rent at  S350;  a  charcoal-gray,  elegant 
wool -blend  suit — designer  unknown 
since  the  label  has  been  cut  out — for 
S305.  Blazers  run  from  a  Daniel  Cre- 
mieux wool  (SlOl )  to  a  Kenzo  linen 
($230).  The  best  find,  however,  is  a 
gray-blue,  pure  silk  Kenzo  suit  for 
S617,  normally  SI, 200.  Nothing 
wrong  with  th^se  suits;  they  simply 
didn't  move  off" the  rack  in  season. 

Bidermann  is  only  one  of  about  two 
dozen  Parisian  discount  clothing 
stores  featuring  designer  labels.  Ma- 


Meiides,  the  discoutit  outlet  tor  wonieti's  tdshions  by  Yves  Saint  Laurent 
The  store  is  not  easy  to  find,  but  the  bargains  are. 
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jor  credit  cards  are  accepted,  and  al- 
terations can  be  done  in  as  little  as 
three  days. 

Some,  like  Bidermann,  specialize  in 
menswear,  selling  everything  from 
socks  to  suits.  Others  stock  mainly 
women's  wear.  A  few  specialize  in 
children's  clothing. 

For  foreigners,  the  best  source  of 
information  on  the  discounters  is 
Paris  Pas  Cher  (currently  between 
printings  and  hard  to  find)  or  the 
widely  available  GaultMillau  guide. 
Hidden  in  the  70-odd-page  section  of 
GaultMillau's  recommended  places 
to  shop  for  fashions  are  little  boxes 
highlighting  stores  with  soldes  per- 
manents — literally,  permanent  sales. 
The  book  lists  some  1 5  of  these  wo- 
men's designer  discount  stores;  6  for 
men;  4  for  children. 

Herewith  a  rundown  of  the  most 
popular. 

For  men,  Stock  Austerlitz  at  16 
Boulevard  de  I'Hopital  in  the  5th 
arrondissement,  is  the  Daniel 
Hechter  discount  oudet.  The  sum- 
mer line  arrives  in  August,  and  the 
winter  line  in  February.  (Remember, 
merchandise  doesn't  show  up  in  the 
discounters  until  it  has  had  an  oppor- 
tunity to  move  at  fijll  price  during  the 
appropriate  season.)  Some  recent  of- 
ferings: a  gray  silk  blazer  reduced 
,  from  $506  to  $231,  and  a  navy  blue 
cashmere-and-wool  blazer  at  $181. 
Suits  start  at  $140. 

Another  popular  men's  discounter, 
with  everything  from  Christian  Dior 
to  Guy  Laroche,  is  Club  des  Dix,  at  4 
rue  Marbcuf(8th). 

For  women's  wear,  Yves  Saint 
Laurent's  official  oudet  is  Mendes,  at 
65  rue  Montmartrc  (1st).  It's  easy  to 
miss  because  there  is  no  sign,  but  pass 
through  the  entranceway  and  there  is 
a  main  and  first  floor  usually  crowded 
with  women  trying  on  garments. 
Downstairs  is  a  younger  line,  upstairs 
the  more  expensive  Rive  Gauche  se- 
lections— from  beaded  cocktail  dress- 
es to  heavy  winter  overcoats  with  low 
waists.  A  chic  Parisian  in  the  know 
says  Mendes  is  one  of  the  best  dis- 
count stores,  but  very  hit-or-miss. 
Fresh  stock  arrives  in  January  and 
June/July. 

A  good  place  for  an  older  woman  is 
the  Lanvin  outlet,  Solde  Trots,  at  3  rue 
de  Viennc  (8th).  It's  small  but  well 
stocked.   A  pleated   peach   evening 


Bidermann,  on-:-  _:  scount  stores  in  Pans  specializing  in  menswear 

Fashions  from  French  designers  at  half  price. 


dress  was  recendy  reduced  to  $323 
from  $842;  a  handsome,  Chanel-like 
collarless  jacket  and  skirt  was  slashed 
to  $430  from  $930;  a  heavy  wool  suit, 
vanilla  with  blue  trim,  was  just  $373, 
down  from  $1,202.  Plenty  of  elegant 
accessories  at  Solde  Trois,  too,  from 
purses  ($40  and  up)  to  silk  scarves 
($25  and  up). 

A  few  doors  down  is  Lanvin's  men's 
outlet.  Cashmere  jackets  in  a  variety 
of  colors  run  $390. 

Not  listed  in  the  GaultMillau,  but  a 
great  discount  store  for  shoppers  in- 
terested in  lesser-known  French  de- 
signers, is  Stock  Grijfes,  17  rue  Vieille- 
du -Temple  in  the  quartier  Marais 
(4th),  the  Soho  of  Paris.  Bargains 
include  crepe  skirts  ($48),  rust-col- 
ored jackets  with  hoods  ($80),  jersey 
jump  suits  ($65). 

Just  across  the  street  is  A  La  Bonne 
Renommee,  at  No.  26.  It  is  not  a 
discount  store,  but  its  specialties  in- 
clude heavy  silk-and-cotton  women's 
jackets  and  suits  enriched  with  patch- 
work. Prices  range  from  $350  to 
$700,  and  there  arc  twice-yearly  sales. 

Perhaps  the  most  intriguing  shop  is 
Azzedine  Alaia.  Alaia  is  the  hottest, 
most  exclusive  underground  designer 
in  Paris  today,  best  known  for  his  sexy, 
skintight  dresses  in  stretch  jcrsey-Iike 
material. 

Alaia's  discount  shop  is  in  the  apart- 
ment building  at  60  rue  de  Belle- 
chasse  (7th).  The  building  is  past  a 


nasty,  Gitane- smoke -filled  bistro  and 
easy  to  miss.  No  sign,  but  once 
through  the  first  iron-and-glass  door, 
a  litde  name  tag  on  a  bell  announces 
the  Alaia  atelier.  Visitors  climb  a 
winding  wooden  staircase  and  enter 
cramped  premises  presided  over  by 
Azzedine's  sister,  Fida,  known 
throughout  Paris  for  brutally  cutting 
down  to  size  pretentious  customers. 

The  bargains  are  relative;  even  at  a 
50%  discount,  irresistible  litde  Alaia 
numbers — in  ocher,  rust,  cold  gray 
and  muted  purples — fetch  $500. 

Some  tips  on  shopping  at  Paris 
discount  houses: 

■  The  shopper  who  knows  what  he  or 
she  wants  fares  best.  You  won't  get  a 
lot  of  sales  help,  and  the  best  bargains 
have  to  be  ferreted  out. 

■  French  designers  predominate. 
Don't  expect  to  find  Giorgio  Armani 
or  Ralph  Lauren. 

■  Forget  the  notion  that  French-cut 
suits  fit  only  thin  Europeans.  Pierre 
Cardin's  cigarette  silhouette  of  the 
late  1960s  and  1970s  is  long  gone. 
Today's  European  designs  accommo- 
date even  heavyset  Americans.  (Note: 
It  helps  to  know  what  your  compara- 
ble European  size  is,  but  sales  atten- 
dants will  help  you  out  if  you're 
not  sure.) 

■  Plan  to  take  your  purchases  with 
you.  That  way  it's  easier  to  get  refijnds 
on  France's  18.6%  value  added  tax. 

Happy  discount  shopping.  ^ 
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PERSONAL  AFFAIRS 


A  lover  of  old  bicycles  watched  prices 
rocket  beyond  his  means.  Until  he  turned 
his  hobby  into  a  business. 

High 
wheeler 


By  Christie  Brown 

Robert  Trepanier  owns  Harry's  Ra- 
diator, an  auto  repair  shop  in  Rose- 
mead,  Calif.  But  his  true  love  isn't 
cars,  it's  bicycles.  His  collection  of 
over  200  old  bicycles,  most  built  be- 
fore 1910,  is  one  of  the  finest  in  the 
country. 

Trepanier's  bikes  include  tandems 
(bicycles  built  for  t^vo  or  more),  side- 


by-side  companion  bikes  (once  called 
courting  bikes,  with  common  axles), 
hickory  and  brass  collapsible  bikes 
(once  used  by  traveling  salesmen), 
oversize  tricycles  for  ladies,  dating 
from  around  1870,  and  brightly  col- 
ored penny  farthings.  Also  known  as 
high  wheelers,  the  penny  farthings 
have  giant  front  wheels  and  tiny  rear 


wheels.  Though  awkward  in  appear- 
ance and  dangerous  to  ride,  high 
wheelers  were  popular  racing  bikes 
from  1880  to  1905. 

To  house  his  splendid  collection 
Trepanier  added  a  10,000-square- 
foot  extension  to  his  small  house  in 
Alhambra.  Bikes  hang  from  the  ceil- 
ing, adorn  the  walls  and  crowd  the 
floor.  But  this  is  no  museum.  Trepan- 
ier's bikes  are  ridden  for  profit  and  for 
fijn.  He  rents  out  his  bikes  for  special 
events,  such  as  the  Tournament  of 
Roses  parade;  for  advertising  shoots, 
such  as  Virginia  Slims;  for  moxies  like 
Hello,  Dolly;  for  television  shows,  in- 
cluding Little  House  on  the  Prairir, 
and  even  for  Broadway  musicals,  such 
as  The  Best  Little  Whorehouse  in  Texas. 

The  rent  usually  includes  a  rider — 
sometimes  Trepanier,  sometimes  an 
employee  or  friend — which  is  a  good 
thing,  because  these  old  bicycles  can 
be  difficult  to  master.  Take  Trepan- 
ier's Bell  Mobile,  a  small  children's 
bike,  made  around  1900.  The  Bell 


Robert  Trepanier 
and  antique  bikes 

To  hwp  SrrOfd 

his  hobby,  he 
made  a  business 
out  of  it. 
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Who  Has  A  World  of 
International  Experience? 


Zurich-American.  We  cover  the  globe  in  order  to 
cover  your  business. 

In  fact,  as  part  of  the  worldwide  Zurich  Insurance 
Group,  one  of  the  largest  insurance  organizations,  we 
can  offer  you  600  offices  doing  business  in  over  100 
different  countries. 

And  insurance  is  our  only  concern.  So  you  are 
assured  of  in-depth  understanding,  commitment  and 
professionalism,  both  for  foreign  exposures  of 
American  companies  and  American  subsidiaries  of 
foreign  corporations. 

So  if  you're  looking  for  truly  expert  international 
service,  just  look  to  Z-A.  Zurich- American. 

ZURICH-AMERICAN 

::        INSURANCE  GROUP 

American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company  •American  GiMMntee<«nd  Liability  Insurance  Company  Lxecutive  Offices.  Schaumburg.lL  601 96 
A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 
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Mobile    isn't 
conventional 
propelled    by 
motion.    The 
handlebars    go 


ridden  like 
bikes,  but 
a  pumping 
pedals  and 
back    and 


forth  while  the  seat  goes  up 
and  down.  It  nearly  unseat- 
ed Johnny  Carson  when 
Trepanier  appeared  with  it 
on  the  Tonight  Show  in 
1973.  Mario  Andretti  bit 
the  dust  after  riding  30  feet 
on  one  of  Trepanier's  high 
wheelers  at  the  opening  of 
the  Ontario  Speedway  in 
1970.  Andretti  didn't  get 
hurt,  but  the  big  bike  wheel 
folded  in  two.  Trepanier's 
radiator  shop  comes  in 
handy  for  bike  repairs. 

Trepanier  estimates   his 
bicycle  collection  is  worth 
over  $200,000,  far  more 
than  what  he  paid  for  it  over 
the  years.  The  appreciation     ^^^M 
is  comforting,  but  like  all 
true  collectors,  Trepanier  has  mixed 
feelings  about  it — rising  prices  make 
it  harder  to  make  new  acquisitions. 

The  most  valuable  bike  he  owns, 
for  example,  is  an  1886  tandem  tricy- 
cle, which  takes  center  stage  in  his 
living  room.  Whereas  Trepanier 
bought  it  for  $425  around  1960,  he 
says  an  identical  bike  sold  two  years 
ago  for  $27,000  at  the  annual  Her- 
shey.  Pa.  swap  meet.  (The  Hershey 
meet,  a  must  event  for  serious  collec- 
tors, takes  place  in  early  October.) 
The  most  Trepanier  has  ever  paid  was 
$7,200,  last  year,  for  a  wooden  bike, 
circa  1890. 

Trepanier,  who's  now  51,  says  his 
passion  for  old  bikes  began  when  he 
was  12.  He  remembers  watching  a 
parade  and  longing  to  join  in.  "I 
figured  I  could  be  in  one  if  1  had  an 
old  bike,"  he  recalls. 

Saving  up  money  earned  from 
working  after  school,  Trepanier  man- 
aged to  scrape  up  $65  by  the  time  he 
was  14  to  buy  his  first  penny  farthing 
bike.  He  still  has  it  and  reckons  it  is 
now  worth  about  $2,500.  One 
month  and  three  broken  ribs  later, 
Trepanier  had  mastered  the  bike  and 
proudly  pedaled  it  in  cver\'  parade  he 
could  find.  Several  years  later  he  spent 
$500  for  32  old'  bikes  he  found 
through  a  swap  meet,  and  a  lifelong 
hobbv  and  avocation  took  root. 


Trepanier  (center)  with  family  and  friends 
He  wanted  to  join  the  parade. 


Tandem  tricycle,  circa  1886 

Bought  for  $425,  now  worth  $27,000. 


By  1973,  however,  old  bikes  were 
often  costing  Trepanier  over  $500 
each.  "It  was  just  a  hobby,  but  after 
paying  storage  and  insurance,  I  had  to 
do  something  to  make  them  earn 
their  keep,"  he  says. 

That  same  year  an  executive  of  a 
shopping  center  association  proxidcd 
the  solution.  He  saw  Trepanier  riding 
in  a  parade  and  approached  him  with 
the  idea  of  a  traveling  show  of  old 
bikes,  to  play  at  malls  around  the 
country.  Trepanier  promptly  formed 
his  own  company  for  the  bikes.  High 
Wheelers,  Inc. 

For  the  next  seven  years,  Trepanier 
left  his  radiator  repair  business  in  the 
hands  of  a  manager  and  spent  the 
three   summer   nK)nths   putting   on 


bike  shows  at  malls.  Along 
with  Trepanier  went  his 
parents,  wife,  three  pre- 
teenage  kids  and  several 
crew  members,  all  of  whom 
traveled  in  a  caravan  of  mo- 
tor homes,  trucks  and  vans. 
The  Trepaniers  would 
transform  a  mall  for  a  week- 
end into  a  scene  reminis- 
cent of  TTje  Music  Man,  dis- 
playing up  to  50  romantic 
old  bikes.  A  tape  recording 
of  the  bikes'  histories  was 
played  through  a  manne- 
quin, dolled  up  in  period 
clothes. 

"It  was  like  old  vaude- 
ville, a  summer  vacation  no 
money  could  buy,"  recalls 
Trepanier.  The  family  put 
on  an  a\erage  of  1 5  shows 
each  summer,  and  charged 
up  tc   $4,500  per  event. 
During  the  rest  of  the  year 
they  performed  at  a  few 
events  near  home,  such  as  the  Tour- 
nament of  Roses  and  the  Disneyland 
Easter  parades. 

The  summer  tours  ended  in  1980, 
when  Trepanier's  teenage  kids  ac- 
quired other  interests.  But  the  bikes 
kept  earning  income  as  Trepanier 
rented  them  out  for  use  in  moues, 
shows  and  ads,  at  SI 75  per  day  for  a 
bike  and  rider. 

By  1986  Trepanier's  collection 
numbered  about  340  bikes.  But  when 
he  got  divorced  his  wife  got  half  the 
collection.  Fortunately,  his  second 
wife  liked  old  bikes,  too,  and  Trepan- 
ier resumed  collecting. 

Most  of  the  bikes  he  buys  or  swaps 
come  from  fellow  collectors  contact- 
ed through  the  League  of  .\merican 
Wheelmen,  based  in  Baltimore  (it 
publishes  a  magazine,  Bicyclf  USA). 
Trepanier  also  finds  bikes  through  the 
monthh'  Hcmminns  Motor  News. 

rhe  income  from  Harn's  Radiator 
shop  is  still  what  feeds  the  family,  but 
High  Wheelers,  Inc.  keeps  the  collec- 
tion gi>ing.  C^ver  30  bikes  recently 
have  been  rented  to  three  movies  in 
prt)duction — Hook  by  TriStar,  (}f' 
Mice  ami  Men  b\  Mci.si,  and  Rram 
Stoker's  Dracitla  by  Columbia.  Kist 
year  Trepanier's  tinal  income  from 
the  collection  was  about  522,000 — 
no  fortune,  but  enounh  to  buv  a  tew 
more  antique  bicycles. 
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YOUR  FIRM 

ARRIVES  IN 

THIS  BOX 


A  corporate  gift  expresses  more  than 
JL  JL  gratitude.  It  speaks  volumes  about 
your  firm.  ♦  For  154  years,  firms  have 
expressed  themselves  in  words  only  a 
Tiffany  blue  box  can  say.  Tiffany  gifts  have 
passed  from  CEOs  to  clients.  From 
managements  to  staffs.  They  are  bestowed 
by  everyone  who  prizes  stnbilirv  over  caprice, 
substance  over  veneer.  And  who  wishes  to 
send  this  message  in  a  gift  that  is  cherished 
forever.  ♦  To  receive  a  brochure,  or  li.un 
more  about  the  rewards  of  a  Tiffany  &  Co. 
corporate  account,  call  800-423-2394. 


Tiffany  &(:(). 


cgrams  for  gifted  students  are  under  fire  for  putting 
too  much  pressure  on  the  kids.  Regular  schools  could  do 
with  some  of  this  pressure. 

spare  the  prod, 
spoil  the  child 


By  Dyan  Machan 

DOhS  LEARNING  HOW  tO  COpe  with 
pressure  at  an  early  age  necessarily  put 
you  on  the  track  to  being  a  better 
manager  or  scientist? 

Educators  at  the  privately  funded 
Johns  Hopkins  Center  for  Talented 
Youth  think  so.  Their  thesis  is  that  the 
best  students  often  go  unchallenged 
in  the  classroom,  can't  move  at  their 
own  pace  and  are  ultimately  frustrated 
and  turned  off  by  the  educational 
process.  Their  solution:  Push  kids  as 
hard  as  you  can,  as  early  as  you  can. 


Underchallenging  the  best  and 
brightest,  they  argue,  will  short- 
change this  country  of  ftiture  leaders. 
Lighting  fires  under  the  talented  is  at 
least  as  important  as  providing  reme- 
dial programs  for  the  less  gifted,  and 
probably  more  so.  Along  with  recent- 
ly publicized  falling  test  scores  among 
high  school  students,  William  Dur- 
den,  the  Johns  Hopkins  Center  direc- 
tor, cites  two  other  grim  facts:  Japan 
has  passed  the  U.S.  in  the  number  of 
patents  per  year,  and,  according  to  the 


International  Association  for  the 
Evaluation  of  Educational  Achieve- 
ment, top  U.S.  students  rank  at  the 
bottom  in  math  and  science  among 
developed  nations. 

On  the  other  side  are  those  who  say 
programs  for  the  gifted  are  elitist  and 
needlessly  stressftil  to  impressionable 
young  minds.  And  to  save  money, 
Connecticut,  New  York  and  Califor- 
nia are  cutting  back  on  these  pro- 
grams. John  Katzman,  founder  of 
Princeton  Review,  a  firm  that  pre- 
pares kids  to  take  aptitude  tests,  says 
some  gifted  programs  are  great.  But 
he  warns  parents:  "It's  not  worth 
making  your  kids  crazy  about." 

The  Hopkins  program  is  one  of  the 
largest  and  oldest  of  more  than  35 
centers  nationwide  that  offer  gifted 
kids  from  ages  II  to  17  a  chance  to 
take  advanced  courses  during  sum- 
mer and  after  school.  How  do  vou 
define  "gifted"?  Even  the  1 1 -year- 
olds  in  the  program  must  have  at  least 
930  out  of  a  possible  1600  combined 
math  and  verbal  score  on  the  Scholas- 
tic Aptitude  Test.  The  national  aver- 
age is  896  for  college- bound  seniors. 

"Stress  is  not  a  dirtv'  word,"  savs 


The  students 
top,  left  to  right: 
Jennifer  Nam, 
Matthew  Keeler, 
Raymond  Han, 
Dorom,  left  to  right: 
Lindsey  Stowe- 
Bems, 
Brigitta 
Schumacher, 
Connie  Chuang, 
Justin  Walsh, 
BethJzyk. 
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Higher,  farther,  faster 
The  new  Falcon  900B. 


The  concept  is  simple.  You 
asked  for  a  more  powerful, 
large-cabin  business  jet,  with 
the  comfort,  versatility  and 
flying  qualities  you  expect 
from  a  Falcon.  The  engineers 
at  Dassault  listened,  then 

developed  the 
Falcon  900B. 


Three  new 
Garrett  TFE 


731-5B  engines  give  the  900B 
750  lb  more  thrust.  Power  that 
not  only  takes  the  900B  to 
39,000  ft  13  percent  faster,  but 
gets  you  there  direct,  even  on 


hot  ISA +10°C  days.  You 
also  get  a  higher  cruise  speed 
and  spectacular  takeoff  per- 
formance. 

Of  course,  experience  has 
probably  shown  you  that  pow- 
er has  its  price.  But  here  is 
where  the  Falcon  900B  flies 
happily  in  the  face  of  conven- 
tion— offering  all  its  perfor- 
mance improvements  with  ab- 
solutely no  sacrifice  in  economy. 

In  fact,  the  900B  improves 
on  it.  With  lower  direct  oper- 
ating costs  than  any  business  jet 
in  its  class  and  lower  pcr-milc 


costs  than  its  predecessor.  The 
900B  can  cruise  4000  nm  with 
absolutely  no  increase  in  trip 
fuel.  Add  Falcon-»-PLUS  sup- 
port and  Garrett's  Total  Care 
Engine  Protection  Plan,  and 
the  Falcon  900B  becomes  one 
of  the  most  powerful  business 
tools  your  company  can  own. 
For  more  information,  call 
201-967-2746. 


FalconJet 

Telerboro  Hew  Jersey  07S08 
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Durden.  "Stress  and  competition  are 
important  for  educational  advance- 
ment. The  American  school  system 
has  gone  out  of  its  way  to  eliminate 
every  form  of  academic  competition. 
Some  schools  shy  away  from  using 
standardized  tests  for  their  brightest 
students  for  fear  the  comparison  may 
harm  the  students'  self-esteem." 

How  tough  is  the  Johns  Hopkins 
program?  A  Forbes  reporter  visited  a 
program  run  by  the  Johns  Hopkins 
Center  on  the  Skidmore  College  cam- 
pus— one  of  six  colleges  where  cty 
offers  classes.  This  summer  over  500 
students  attended  the  Skidmore 
three-week  summer  sessions,  where 


Johns  Hopkins'  William  Durijen 
"Stress  is  not  a  dirty  word." 


they  took  high  school-  and  college- 
level  courses  in  subjects  like  math, 
history  and  writing. 

At  Skidmore,  the  first  thing  one 
notices  is  that  boys  and  girls  are  about 
evenly  divided,  with  a  heavy  represen- 
tation of  Asian  teenagers  but  few 
blacks  or  Hispanics.  Second,  these 
kids,  apart  from  their  intelligence,  are 
otherwise  normal.  So  normal  that 
many  seem  a  bit  embarrassed  to  be 
there;  they  are  often  unwilling  to  tell 
their  friends  back  home  they  attend 
"nerd  camp."  Matthew  Kecler,  15,  a 
sophomore  at  Ridgcficld  High 
School,  in  Ridgefield,  Conn.,  says  his 
friends  just  wouldn't  understand  the 
appeal  of  spending  five  hours  a  day  in 
classroom  lectures  and  at  least  two 
more  hours  each  evening  studying 
under  strict  supervision. 

Kecler,  who  concedes  his  parents 
bribed  him  with  a  new  leather  jacket 
to  take  the  Scholastic  Aptitude  Test  at 
13  instead  of  the  normal  17,  has 
attended  the  courses  for  the  last  three 
summers.  Despite  his  slight  cmbar 


rassment  at  being  there,  he's  unques- 
tionably happy  he  is:  "Here  you  can 
have  an  intelligent  conversation." 

Stress?  It's  there.  Take  Jennifer 
Nam,  a  quiet,  rule-abiding  15-year- 
old.  The  school's  rule  is  that  students' 
lights  are  out  at  10:15  p.m.,  but  Nam, 
a  sophomore  at  Watchung  Hills  Re- 
gional High  School  in  New  Jersey, 
breaks  the  rule.  Enrolled  in  European 
histor}'.  Nam,  whose  parents  came 
fi-om  Korea,  says,  "I  was  so  lost.  Ev- 
eryone knows  what's  going  on  but 
me."  To  keep  up,  she  sometimes  got 
up  at  5:30  a.m.  and  stayed  up  to  1 1 :30 
p.m.  So  how  does  the  overworked, 
overwhelmed  Nam  feel  about  the  de- 
manding program?  "I  love  it." 

She's  not  alone  in  having  to  stay  on 
her  toes.  Here  11 -to- 17-year-olds 
take  a  fijll  year  of  high  school  chemis- 
try, for  instance,  in  15  days. 

Yes,  there's  plentv'  of  stress.  In 
some  classes,  co  npetition  means  self- 
esteem  is  actively  bashed.  In  a  writing 
course,  for  example,  eight  students 
and  a  teacher  form  a  semicircle 
around  a  14-year-old  who  looks  as  if 
she's  ready  to  cr)'.  Her  classmates  have 
each  read  her  essay,  and  each  gets  a 
crack  at  ripping  it  apart.  The  final 
blow  comes  fi"om  the  teacher,  Philip 
BoshofH^':  "Your  obsenations  are  in- 
sightfiil,  but  your  writing  sounds  stu- 
pid." The  14-year-old  bites  her  lip, 
looks  down  but  doesn't  cr\'. 

BoshofF  explains  why  he  was  so 
tough  on  the  girl:  These  students  are 
so  accustomed  to  getting  A's  and  pats 
on  the  back  for  evervthing  they  turn 
in  that  they  no  longer  feel  challenged 
in  regular  schools.  "They  generally 
thank  me  for  the  constructive  criti- 
cism they  never  had,"  Boshotl^"says. 

Connie  Chuang,  15,  a  sophomore 
at  Dwight  Englewood,  in  Kngle- 
wood,  N.J.,  says  she  wishes  she  could 
study  math  all  day  long.  \Miat  she 
hated  was  having  to  break  for  the 
activities  like  volleyball  or  choir.  Says 
Chuang,  "Math  is  awesi>me." 

What  many  of  the  students  seem  to 
dread  most  is  going  back  to  their 
regular  high  schi>ols,  where  they'll 
probably  be  intellectually  undernour- 
ished. Says  Kecler:  "That's  like  giving 
a  weight  lifter  10- pound  weights  to 
work  out." 

These  kids  are  solving  something 
important:  Sparc  the  prcxi,  spoil  the 


child. 
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nikko  hotels 

international 
simply  luxurious 


NEW    YORK    •    ATLANTA 
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Plivatizing  Latin  America 

As  FAST  AS  Latin  American  countries 
decide  to  privatize  their  state-owned 
companies,  Pedro-Pablo  Kuczynski 
finds  buyers  for  them.  Kuczynski  (it's 
koo-ziN-ski),  who  is  chairman  of  First 
Boston  International,  has  recently 
helped  sell  the  national  airlines  of 
Venezuela  and  Argentina.  By  year- 
end,  he  will  have  helped  the  Mexican 
government  sell  nine  banks,  with  an- 
other nine  to  be  sold  next  year.  On  the 
privatization  runway  are  Bolivia's  na- 
tional airline,  a  state-owned  steel- 
maker in  Brazil  and  the  petrochemical 
plants  owned  by  Argentina's  defense 
ministry.  First  Boston  is  also  bidding 
to  underwrite  the  public  offering  of 
Televisa,  the  private  Mexican  media 
conglomerate,  later  this  year.  The 
firm  will  also  underwrite  the  closed - 
end  Argentina  Fund  this  month. 

Under  Kuczynski,  First  Boston  has 
managed  more  than  $7  billion  in 
Latin  American  privatizations,  merg- 
ers and  acquisitions  and  debt  and 
equity  offerings  this  year.  That  proba- 
bly means  at  least  $50  million  in  fees 
for  the  firm,  and  a  hefty  reduction  in 
Latin  America's  foreign  debt.  The 
airline  sales,  for  example,  earned  Ven- 
ezuela $145  million  in  cash  and  cut  its 
foreign  debt  by  about  $1  billion;  Ar- 
gentina got  $260  million  in  cash  and 
retired  $L6  billion  of  debt. 

Widi  some  $400  billion  in  debt 
oustanding,  the  region  isn't  out  of  the 
financial  woods.  But  Kuczynski,  53,  a 
former  banking  and  mining  official  in 
the  Peruvian  government,  thinks 
things  are  finally  moving  in  the  right 
direction. 

"Before  the  [1982]  debt  crisis,  the 
U.S.  was  selling  Latin  America  $50 
billion  worth  of  goods  a  year,"  says 
Kuczynski.  "Now  it's  around  $60 
billion.  In  real  terms,  that  means 
there's  been  a  big  drop."  If  privatiza- 
tions can  help  restore  Latin  America's 
buying  power,  both  halves  of  the 
hemisphere  should  prosper  together. 
"Latin  America,"  says  Kuczynski, 
"could  become  the  tail  that  wags  the 
dog"  of  North  America's  economic 
health.  -Joel  Millman 

Paladin  with  calculator 

Bankers  brace  themselves  for  bad 
news  when  debtors  show  up  with  Stan 
Ross  in  tow.  As  the  managing  partner 


First  Boston's  Pedro-Pablo  Kuczynski 
"Latin  America  could  become  the  tail 
that  wags  the  dog." 


of  Kenneth  Leventhal  &  Co.,  Ross, 
55,  has  made  the  Los  Angeles- based 
accounting  firm  the  biggest  force  in 
real  estate  restructurings.  Among  the 
firm's  clients:  New  York  developers 
Peter  Kalikow  and  Donald  Trump, 
Boston's  Harold  Brown,  and  Cabot, 
Cabot  &  Forbes,  owned  in  part  by 
Marshall  Field  V. 

Each  restructuring  client  pays  Ross' 
firm  about  $60,000  per  month  for 
help  in  getting  its  books  in  order  and 
then  working  out  new  terms  with 
lenders.  The  lenders  need  a  hand,  too. 
Few  banks  know  exactly  how  the 
properties  on  which  they  have  lent 
money  are  performing,  and  they 
know  even  less  about  the  other  real 
estate  that  may  cross-collateralize  the 
loans  they  hold. 

That's  where  Ross  comes  in.  To  get 
the  restructuring  talks  going,  he  pre- 
pares a  propert\'-by-propert)'  review, 
a  four-to-six-month  project  diat  cul- 
minates in  the  "information  book,"  a 
highly  detailed  analysis  of  the  debtor's 
portfolio  that  both  sides  use  to  nego- 
tiate the  workout.  How  does  Ross 
describe  his  negotiating  tactics? 
"When  my  client  complains  about 
how  tough  the  banks  were  and  the 
banks  complain  about  what  thev  left 
on  the  table,  I  know  the  negotiation 


Real  estate  negotiator  Stan  Ross 
Helping  Trump  and  others  work  out. 


was  successful." 

Some  are  less  successful  than  ( 
ers.    In   mid- August   Peter  Kalil^  \ 
filed  for  personal  bankruptcy  \\    i 
European-American    Bank   tried    ) 
squeeze  out  $1  million  more  in  [   - 
ment  on  a  loan  that  was  cross-coll.i 
ized   by   Kalikow's  other  holdi 
Ross  says  European-American's 
flexible   attitude   angered    Kaliki    > 
other  creditors.  "The  bankruptc\    ^ 
cost  e\er\-one  much  more  thai' 
million,"  explains  Ross,  "and  you    i 
bet  the  [other]  banks  won't  fore 
If  they  do,  Ross,  a  quiet,  sclf-cffa> 
fellow,  will  be  there  to  remind  th 
-L\L'R.\  Ihr 
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Ours  is  an  age  of  vanishing  loyalties.  Partnerships  bloom  and  partnerships  perish.  Yet  the  client  rela- 
tionships of  one  insurance  company  span  decades.  Every  year-in  businesses  large,  medium  and 
small -it  retains  nearly  90%  of  the  property /casualty  clients  it  served  the  year  before.  □  Why  this 
insurance  company,  not  another?  Because  for  more  than  180  years,  this  insurance  company 
has  been  recognized  as  a  pillar  of  financial  strength  and  stability  in  an  otherwise  uncertain 
world.  D  ITT  Hartford.  When  you  need  us  most,  we're  at  our  best.  ITT  HARTFORD 
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Tinman 

Stex'EN  Bedowitz,  the  slick  co- 
founder  of  Amre,  Inc.  (fiscal  1991 
revenues,  $277  million),  is  being  in- 
vestigated by  the  Securities  &  Ex- 
change Commission  and  being  sued 
by  shareholders  for  fraud  and  misrep- 
resentation of  financial  information. 

Bedowitz  and  a  partner  founded 
the  Irx'ing,  Tex. -based  firm  in  1980. 
Under  license  from  Sears,  Amre  in- 
stalls vinyl  siding  and  icitchen  coun- 
tertops;  it  solicits  customers  with  di- 
rect mail  and  television  advertising. 
Amre  went  public  in  1987  at  $5.33  a 
share  (adjusted  for  splits)  and  hit 
14% — and  a  price/earnings  ratio  of 
27 — the  next  year.  That  valued  the 
little  company  at  about  $200  miUion. 

Bedowitz  and  Robert  Levin,  presi- 
dent of  the  siding  division,  suddenly 
resigned  last  Januan^  after  Amre  an- 
nounced it  was  being  investigated  by 
the  SEC.  In  August  Amre  revealed  that 
several  senior  officers  had  overstated 
profits  for  1987  and  1988,  while  un- 
derstating losses  for  1989.  The  stock 
recently  traded  at  around  6^2. 

A  premonition  of  trouble  at  Amre 
was  a  1988  la\\'suit  against  Bedowitz 
by  his  former  wife,  Patricia  Winston. 
Winston  claimed  in  the  suit  that 
Bedowitz  gave  her  outdated  and  in- 
complete  financial   information   for 


Amre — then  privately  held — while 
the  two  were  settling  their  1986  di- 
vorce. When  Bedowitz  took  Amre 
public  less  than  three  months  later, 
claimed  Winston,  his  stake  was  valued 
at  15  times  the  amount  she  had  re- 
ceived. (Winston  settled  for  an  undis- 
closed sum  in  July.) 

Under  a  consulting  contract  with 
Amre,  Bedowitz  still  collects  a 
$150,000-a-year  fee.  He  also  owns  a 
third  of  the  stock,  worth  $27.5  mil- 
lion. But  some  of  that  wealth  could 
well  evaporate.  Even  Amre's  new 
chairman,  Ronald  Wagner,  who  sold 
a  cabinet-making  firm  to  Amre  for 
stock  in  1988,  is  among  those  seeking 
reparations  from  Bedowitz. 

-Christopher  PalxMeri 

Tough  but  not  hopeless 

Harvey  Weinberg,  chairman  of  Chi- 
cago's Hartmarx  Corp.,  the  men  and 
women's  apparel  maker  and  retailer, 
has  no  illusions  about  what  he's  up 
against.  "The  challenge,"  he  says,  "is 
to  overcome  shopper  apathy  in  an 
overstored  environment,  with  rising 
operating  costs  in  a  more  competitive 
marketplace." 

Hartmarx  makes  mosdy  high-qual- 
iw  men's  clothing  and  sells  it,  in 
department  stores  and  its  own  retail 


network,  under  42  labels,  including 
Hickey- Freeman  and  Christian  Dior. 
With  highly  leveraged  retailers  cut- 
ting prices  on  Hartmarx's  goods,  the 
company's  own  stores — which  sell 
about  15%  of  its  production — have 
had  to  mark  prices  down,  too.  Last 
year  Hartmarx  lost  S62  million  on 
$1.3  billion  in  revenues  and  is  likely  to 
lose  S20  million  on  slightly  lower 
revenues  in  1991,  figures  Deborah 
Bronston  at  Prudential  Securities. 

But  the  situation  is  not  without 
hope.  Weinberg,  53,  has  closed  some 
65  of  Hartmarx's  underperforming 
stores  ( for  w  hich  the  company  took  a 
$51  million  aftertax  charge  last  year), 
while  upgrading  the  more  profitable 
ones.  Thirty- six  more  should  close  by 
year  end.  He  recendy  won  licenses  to 
make  and  market  some  hot  European 
labels,  including  Karl  Lagerfeld,  Kri- 
zia  and  Corneliani.  As  a  result,  Hart- 
marx's spring  1992  suit  orders  are  3% 
aheadofl99rs. 

Financially,  too,  the  company  is  not 
in  bad  shape.  A  stock  offering  in  July 
raised  some  S39  million  to  whittle 
down  debt  (to  SI 92  million,  against 
equit)'  of  S322  million).  But  Wall 
Street  is  still  worried.  Hartmarx  stock, 
recently  at  8,  trades  at  about  17%  of 
sales  and  62%  of  book  value.  Wein- 
berg says  Hartmarx  has  "the  poten- 
tial" to  earn  at  least  S2  a  share — a  level 
it  hasn't  hit  since  1988,  when  its  stock 
was  nearly  four  times  as  high.  "In 
fact,"  he  says,  "I  think  we  could  do 
better — as  long  as  we  have  a  reason- 
able environment  in  which  to  do 
business."       -K.\therine  Weisnl\n 


f-? 

1 

Amre,  Inc.  cofounder  Steven  Bedowitz 

Did  he  shaft  shareholders  and  his  ex-wife? 


Hartmarx  Corp  Chairman  Harvey  Wei-:\-j: 
Tailoring  a  turnaround? 
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Beth  Williams  Knows  How  To  Raise 
Her  Standard  Of  Travel  Without 
Raising  Her  Travel  Costs. 


Now  Where  Do  You  Suppose 
Shed  Rent  A  Car? 


Budget.  Because  someone  as  trnvel-sdW)'  as  Beth  Willidms  tions  are  required.  Car  must  be  returned  tt)  renting  location, 
knows  that  as  an  American  Express®  Cardmember,  she  gets  where  normal  rental  requirements  apply.  Offer  is  subject  to 
a  free  upgrade  to  the  next  car  class  when  she  reserves  a  availabilit)'  and  may  not  be  available  at  all  kxrations  at  all  times, 

compact  or  midsize  car  with  Budget.  And  you  can,  too.  The        Not  available  in  conjunction  with  any  other  discount  or  pro- 
Budget  and  American  Express®  Card 
free  upgrade  is  available  at  participat- 
ing locations.  Please  mention  offer  al 
time  of  reservation.  Advance  reserva- 


Free  Upgrade. 

One  air  class  from  compad  or  nuihize. 
^         E.vdiJ.siir/i/  when  uou 
[  ti  dumjf  wilh  ijour 

J3^  \     Amcnmu  Express  Care 


mention.  Offer  expires  December  .^1, 
1991.  For  information  or  reserxations, 
call  your  trasel  consultant  or 800- 
527-0700  and  ask  for  PROMAX. 


THE  Smart  Money  Is  On  Budget^ 


Don't  leave  home  uithout  it* 


V\e  tcdturc  |jixi'>in-NVerrurv  and  other  line  i  dr. 


when  in  Mexico,  it's  usually  at 
Mexico's  largest  bank.  Banco 
Nacionolde  Mexico.  Bonomex. 

There  is  new  excitement  about 
the  open  economy  of  Mexico. 
A  new  spirit  of  expanded  oppor- 
tunity within  0  country  that  is  at 
the  thresboid  of  a  new  era  of 
worldwide  competitiveness: 
Global  Mexico. 

And  Bonomex  is  leading  the 
way...as  it  has  for  106  years. 

The  Bonomex  international  data- 
base of  information  connects  world 
technology  with  Mexican  business. 
Knowledgeable  Bonomex  profes- 


sionals unite  Mexican  opportunity 
with  co-investment  partners.  Innova- 
tive financial  services  facilitate  the 
importotion  of  technology  and  capital 
goods.  For  several  years  Bonomex 
bos  been  the  leading  financing  source 
for  Mexico's  non-petroleum  exports. 
And  0  number  of  subsidiaries,  affili- 
ates and  divisions  provide  specialized 
services  to  anyone  executing  a  busi- 
ness strategy  in  Mexico. 

With  over  740  branches  througbout 
Mexico  and  o  network  of  offices  in 
the  world's  major  financial  capitals, 
Bonomex  is  Mexico's  strongest  link 
to  the  world. 


Check  into  Mexico.  Then  check  into 
Bonomex.  Mexico's  largest  bonk. 
The  bank  that  knows  Mexico  best. 

Banco  Nocionoi  de  Mexico. 


Bonomex 

Banco  nadonal  de  IDgxico 


Isabel  la  Catolico  44, 06089  Mexico,  M. 
Tel:  720-3767,  Fax:  254-1513 
(800)  544  4151  in  the  U.S.  only. 

NEW  YORK .  CHICAGO  •  liOUSTON  •  LOS  ANGRES 
TORONTO .  NASSAU  •  SAO  PAULO  •  LONDON  •  PARIS 
MADRID .  FRANKFURT  •  TOKYO  •  SINGAPORE 
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BY  ERIC  S.  HARDY 


The  overall  market  is  selling  for  23 
times  trailing  earnings.  Isn't  that  rath- 
er steep?  Or  is  the  market  correcdy 
discounting  the  future.' 

The  Bank  Credit  Analyst,  a  Mon- 
treal-based economic  and  financial 
markets  forecasting  service,  antici- 
pates that  U.S.  corporate  profits,  with 
the  help  of  declining  interest  rates  and 
low  inflation,  will  rise  sharply  in  1992. 
Another  service  concurs:  The  Institu- 
tional Brokers  Estimate  System  ex- 
pects that  earnings  of  the  S&P  500  will 
rise  27%  in  1992.  Says  a  third  source, 
Prudential  Securities  market  analyst 
Larry  Wachtel:  "One  major  differ- 
ence between  now  and  the  [1987] 
crash  is  that  interest  rates  are  falling, 
not  rising  as  they  were  in  October  of 
1987."  Wachtel  says  the  market 
could  go  a  bit  higher,  if  investors 
move  fi-om  low- yielding  money  funds 
into  stocks.  But  the  biggest  question 
is  whether  those  1992  earnings  fore- 
casts can  be  trusted. 


Special  focus 


Over  the  last  ten  years,  bond  yields 
have  averaged  2.3  times  stock  yields 
(as  measured  by  the  Lehman 
Brothers  Government/Corporate 
bond  index  and  the  S&P  500  stock 
index).  In  September  1987  this  ra- 
tio climbed  to  3.3,  but  stock  prices 
crashed  in  October  1987.  Now, 
with  bonds  and  stocks  in  a  rally, 
yields  on  both  are  falling.  The  ratio 
has  stabilized  around  2.3,  near  the 
long-run  average.  But  if  inflation 
returns  and  bond  yields  rise  again, 
stocks  may  take  a  beating. 


Relationship  of  bond  to  stock  yields 

3.5 


3.0 


2.5 


2.0 


1.5 


Lehman  Brothers 
Government/Corporate 
Bond  yield  divided  by 
k S&P  500  dividend  yield.. 


•81       '83       '85       '87       '89      '91 
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The  overall  market 


The  Barra  All-US  index 


12-month  closeup 


'85 


■86 


'87 


■88 


'89 


■90 


'91 
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Closeup  on  the  market 


The  best  and  worst  performing  stocks^ 


The  best  and  worst  performing  industry  factors' 


Index  or  Investment 

2-weel(  change 

%  change  from               f 
1  year             S-year  high     1 

Barra  MI-US  index 

0.0% 

20.7% 

-1.8% 

Sharpe/Barra  Growth  index' 

-0.3 
-0.3 

1 

32.4 

-2.1 
-1.8 

Sharpe/Barra  Value  index  ^ 

1 

1 
1 

20.9 

Dow  Jones  industrials 

0.5 
-0.4 

20.1 

-1.0         ' 

S&P  500 

24.4 

-2.3 

NYSE 

-0.3 

1 

24.2 

-2.0 

Nasdaq 

1.1 
-0.2 

1 

43.4 

-0.7 

Amex 

16.2 

-7.1 

EAFE^ 

2.0 

^m 

8.3 

-20.4 

CRB  index'' 

1.9 

^m 

-8.6 

-20.4 
-30.7 

Gold' 

0.3 

1 

-10.6 

Yen' 

-1.0 

■ 

-2.4 
-37.3 

-18.1 
-47.1 

Oil' 

0.2 

1 

Best 
Vestar 

Price 

12  5/8 

13  3/8 

2-week 
change 

44% 

41 

1991 
EPS' 

$-0.32 

Worst 

Digital  Systems  IntI 

Price 

9'/4 

2-week 
change 

-45% 

1991 
EPS' 

$1.17 

Network  General 

0.61 

Alias  Research 

12 

-37 

0.86 

Nova  Pharmaceutical 

T/2 

36 

-0.20 

Transco  Energy 

19 '/i 

-27 

1.54 

Platinum  Technology 

17  3/8 

35 

0.23 

Atmel 

103/8 

-23 

0.90 
1.81 

Liposome 

14 

33 

-0.39 

SynOptics  Communications  21 

-22 

Best 
Tobacco 

2-week 
change 

5.9% 

Since 
12/31/90 

54.3% 

Worst 
Oil  service 

2-week 
change 

-3.4% 

Since 
12/31/90 

-1.4% 

Leisure, luxury 

3.3 

36.1 

Construction 

-3.3 

11.3 

Life  insurance 

3.2 

18.2 

Electronics 

Aluminum 

Paptr 

-2.9 
-2.8 
-2.3 

17.0 

6.4 

13.1 

Containers 
Drugs,  medicine 

2.4 
2.2 

31.4 
41.1 

Note:  Data  for  period  ending  9/19/91 .  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S.  markets. 
ADRs,  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capital ization  stocks  that  has  high  historical  earnir^  powth  and  has  predicted  atwve  average  earnings 
growth.  ^ Total  return  of  a  portfolio  of  more  than  300  large-capitalization  stocks  characterized  by  low  pnce-to-book  ratios,  high  yields  and  low  price-to^amings  ratios.  'A  dollar-denominated  capitaliation- 
weighted  index  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  *  Index  of  21  comnxjdity  futures.  ^  Knight-Ridder 
Financial  Information.  'During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  Lynch,  Jones  &  Ryan  'Shows  return  to  the  industry  factor  after  controlling  for  other  influences 
including  company  size,  value  and  grovrth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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BY  GUSTAVO  LOMBO 


Foreign  vs.  U.S.  markets 

Value  of  $100  invested  8/30/88 
;i60 


S&P  500 


EAFE  as  Of  8/30/91: 

Value  814.2 

P/E  20.6 

Price/book      2.0 
Yield  2.5% 


80 


'88 


'89 


'90 


•91 


Developed  markets 

Market 

Total  return' 
3  months      12  months 

P/E     ^ 

Hong  Kong 

Austraha 

Denmark 

9% 

37% 

12 

7 

8 

13 

6 

1 

NM 

United  Kingdom 

5 

14 

15 

United  States 

2 

27 

19 

Austria 

-11 

-25 

30 

Italy 

-11 

-20 

15 

Finland 

Japan 

New  Zealand 

-10 
-10 
-10 

-22 

-4 

-24 

59 
35 

«   1 

Emerging  markets 

^ 

Total  return'      ^ 
3  months      12  months 

P/E 

Region 

■■■ 

Hi 

gm 

Latin  America 

32% 

67% 
-4 

NA 
NA 

Asia 

-3 

^^^^^^^K 

Brazil 

56 

37 

11 

Chile 

33 

127 

15 

Pakistan 

31 

51 

13 

Greece 

Turkey 
Indonesia 

-19 
-17 
-16 

-45 
-61 
-42 

9 
18 
18 

Through  August  the  1991  total  return  on  the  s&p  500  was 
22%.  In  contrast,  Morgan  Stanley's  Capital  International 
Perspective  dollar-denominated  eafe  index  of  1,100  Eu- 
ropean, Australian,  New  Zealand  and  Far  Eastern  stocks 
returned  only  4%.  The  strong  dollar  was  part  of  the  reason, 
but  so  were  some  weak  overseas  markets.  Japan,  in 
particular,  pulled  down  the  index.  Japanese  shares  have  a 
weight  of  27%  in  the  EAfE  index,  and  so  far  this  year  the 
return  (in  dollars)  on  Japanese  stocks  has  been  only  0.2%. 
But  other  foreign  markets  have  been  strong.  Since 


January  the  Morgan  Stanley  index  for  Hong  Kong  posted 
a  40%  total  return.  Chris  Thompson,  managing  director  of 
W.I.  Carr  (America)  Ltd.,  a  stock  biokerage  firm  specializ- 
ing in  Asian  markets,  points  out  that  as  a  leading  exporter 
of  consumer  goods  made  in  China,  Hong  Kong  is  benefit- 
ing from  higher  output  from  Chinese  factories,  many  of 
them  in  the  neocapitalist  southern  provinces  (Forbes, 
Au£f.  5).  Nevertheless,  there  remains  a  great  deal  of 
uncertainty  about  what  will  happen  when  communist 
China  takes  control  of  Hong  Kong  in  1997. 


Who's  hot 


Company/Country 

Business 

Price 

3-month 

price 

change 

P/E 

Schmalbach-Lubeca/Germany 

materials 

340V4 

68% 

27 

Vard  A/Norway 

transportation 

12'/8 

146'/8 

38 

10 

Printemps  AU/France 

merchandising 

36 

19 

Siebe/UK 

Showa  Shell  Sekiyu/Japan 

multicompany 
energy 

8Vs 

14'/8 

29 
26 

Ai 

Cheap  foreign  stocks 


L 

Company/Country 

Business 

Price 

Earnings 

P/E 

ABN-AMRO  HIdgs/Netheriands 
British  Gas/UK 

banking 
utility 

20 '/2 
4 

$2.76 

7 

0.48 

9 

TeldeEspana/Spain 

telecom 

9 

0.76 

12     i 

Daimler-Benz/Germany 
Canal  +/France 

automobiles 
broadcast,  pub 

433 '/2 
186 

27.44 
8.38 

16 
22    1 

Who's  not                                                               1 

Company/Country 

Business 

Price 

3-month 

price 

change 

P/E 

Matsuzakaya/Japan 

merchandising 

155/^ 

-38% 
-32 

21     '■ 
17    ^ 
40 
8 
43 

Nouvelles  Galeries/France 

merchandising 

97V4 

Massa/Germany 

merchandising 

154H 

-29 
-29 
-28 

Nobel  Industrier/Sweden 
Universale-Bau/Austria 

aerospace  &  tech 
construction 

7% 
168'/6 

High-yielding  foreign  stocks                                   1 

Company/Country 

Business 

Prict 

ritid 

f 

P/E 

23 

Trafalgar  House/UK 

multicompany 

4V4 

9.7% 

Winsor/Hong  Kong 

textiles,  appa.-el 

l'/4 

8.3 

13 

Transalta  Utilities/Canada 

utility 

U'.i 

7.7 

12 

12 

8 

Natl  Australia  Bk/Australia 
Thyssen/Germany 

banking 
metals,  steel 

135'» 

7.3 
6.6 

Note:  Data  for  period  ending  8/30/91.  Selected  stocks  have  a  market  capitalization  of  at  least  $300  million.  'Shows  price  return  on  tfte  EAFE  index  of  Eun)pe«n.  Australicn.  New 
Zealand  and  Far  Eastern  stocks  converted  into  U.S.  dollars.  ^Performance  numbers  reflect  both  local  price  change  and  currency  fluctuation.  Dividertds  are  rwnvestad  tftar 
subtracting  foreign  withholding  tax.  NA:  Not  available.  NM:  Not  meaningful  Principal  source-  Morgan  St.inlpy  Capital  International  Perspective  Emergmg  mariietsdata  provided 
by  International  Finance  Corporation  for  period  ending  7/31/91. 
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THERE  WHEN  IT  COUNTS. 


The  tall  not  only  severely 
damaged  the  construction 
worker's  shoulder— it  threw  him 
into  a  deep  depression:  he  was 
considered  permanently  and 
totally  disabled.  But  Continental 
senior  rehabilitation  coordinator 
Kris  Matson  persevered,  and 
helped  both  the  worker  and  his 
employer 


"We  knew  this 
man  had  an 
interest  in  fish- 
ing," recalls  Kris. 
"So  we  helped 
him  turn  that 
into  a  rewarding, 
full-time  career!' 


^% 


First  Kris,  a  Certified  Insurance 
Rehabilitation  Specialist,  made 
sure  nothing  more  could  be 
done  surgically  to  correct  the 
damage.Then  she  found  a 
retired  Navy  captain  who  taught 
the  worker  to  repair  and  cus- 
tomize rods  and  reels  at  home. 
He  is  now  busy  happy— and  self- 
sufficient.  And  that  helps  hold 
down  insurance  costs,  which 
benefits  everybody 

Continental  has  a  lot  of  dedi- 
cated people  like  Kris.  People 
who  are  there  when  it  counts. 
People  VN  ho  have  helped  make 
us  a  leading  property/casualt\ 
insurer  and  a  strong,  solid  com- 
pany They  re  why  for  over  135 
years,  we\e  met  our  obligations 
to  our  insureds,  our  emplovees, 
our  distributors  and  shareholders. 


€*?nS' 


<flK^^  Continental 
Insurance. 
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Latin  government  debt  has  come  so  far  in  the  past  five 
years  that  you  could  almost  call  it  investment  grade. 

Latin  bonds 


By  Eric  S.  Hardy 

Anyone  buying  Argentinean  govern- 
ment bonds  a  year  ago  as  anything  but 
a  rank  speculation  would  probably 
have  been  dismissed  as  a  kook.  But 
look  at  what  happened.  The  dollar- 
denominated  7.375s  of  1999  have 
been  current  on  interest  payments 
since  their  issue  in  August  1987,  and 
their  price  has  climbed  from  51  (that 
is,  51  cents  per  dollar  of  face  value)  to 
a  recent  79. 

Latin  America  is  discovering  the 
benefits  of  capitalism  and  free  enter- 
prise. The  Chilean  economy,  freed  of 
its  old  feudal  and  statist  restraints,  has 
been  growing  steadily  since  1984. 
Argentina  has  reduced  its  inflation 
rate  from  27%  monthly  to  2.6%  this 
July.  Brazil,  Bolivia  and  Peru,  none  of 
them  with  reputations  of  fiscal  virtue, 
are  now  reducing  government  spend- 
ing. J. P.  Morgan,  which  recendy  un- 


derwrote a  $300  million  issue  of  two- 
year,  U.S. -dollar-denominated  Ar- 
gentinean bonds,  even  predicts  that 
Argentina  will  run  a  budget  surplus 
over  the  next  four  quarters.  There 
must  have  been  some  believers,  be- 
cause investors  accepted  a  yield  of 
only  1 1%  on  the  issue.  U.S.  corporate 
junk  bonds  pay  more. 

"I'm  seeing  much  more  interest  in 
Latin  American  debt,  both  govern- 
ment and  corporate,"  says  Merrill 
Lynch  economist  Frank  Fernandez, 
whose  firm  is  creating  a  performance 
index  for  developing  country  debt. 

For  yield-hungry  investors,  many 
of  the  issues  still  look  interesting.  Be 
careful:  Issues  such  as  those  sampled 
in  the  table  remain  very  iUiquid,  at 
least  compared  with  U.S.  Treasury 
paper.  Also,  you  have  to  know  what 
you  are  buying.  Note  the  huge  price 


I 


discrepancy  between  the  two  Brazil- 
ian issues.  The  first  is  the  highest- 
quality  bond  of  that  countrx',  a  gener- 
al credit  obligation  of  the  Brazilian 
government,  while  the  second,  issued 
as  part  of  a  debt  restructuring,  is 
paying  only  partial  interest. 

If  you  want  professional  manage- 
ment, consider  Megv'  Income  Fund, 
run  by  Hector  Meg)',  a  38-year-old 
native  of  Argentina  who  no\s'  lives  in 
Palm  Beach,  Fla.  His  new  fiind  invests 
mosdy  in  Latin  /\merican  bonds  and  is 
no-load  but  has  a  5100,000  mini- 
mum and  projects  a  steep  2 .4%  annual 
expense  ratio.  It  appears  to  be  the 
only  thing  close  to  a  pure-play  Latin 
bond  fiind,  but  some  international 
fijnds,  including  Templeton  Global 
Income  Fund  and  GT  Global  Latin 
America  Fund,  have  around  10%  of 
their  assets  in  Latin  debt.  ^ 


1 


■ 

latin  dollar  bonds 

m 

i 
1 

Country                           Moody's 
rating 

Maturity 

Coupon 

7.38 

Recent 
price 

12-month 
high    low 

Current 
yield 

Yield 

to 

maturity 

Amount 

outstanding 

($mil) 

Inflation' 

Economic 
growth' 

Argentina                           — ^ 

10/25/99 

79 

79    51 

9.3% 

12.6% 

$500 

2,311% 

-0.9% 

Argentina                            — ^ 

5/31/97 

9.63 

38 

51    36 

NM 

NM 

425 

2,311 

-0.9 

Brazil                                  B2 

10/15/99 

7.31 

85 

85    66 

8.6 

10.4 

670 

2,928 

^.6 

1 

Brazil                                  -^ 

11/30/03 

11.13 

39 

55    33 

NM 

NM 

90 

2,928 

-4.6 

:i 

Chile                                 -=> 

12/31/05 

7.31 

91 

91    77 

8.0 

10.8 

77 

26 

2.1 

Colombia                             Ba2 

3/31/94 

7.63 

83 

87    66 

9.2 

9.8 

813 

29 

4.2 

•i 

Mexico                               Ba3 

12/31/19 

6.25" 

59 

59    42 

10.6 

12.0 

21.000 

27 

3.9 

Peru                                  —3 

12/31/07 

9.94 

13 

21     11 

NM 

NM 

300 

3,399 

-4.3 

Uruguay                              — ^ 

2/18/07 

7.38" 

80 

80    70 

9.2 

10.3 

447 

113 

1.5 

., 

Venezuela                            Ba2 

3/31/20 

6.75" 

68 

70    47 

9.9 

11.8 

6.700 

41 

44 

United  States                       Aaa^ 

8/15/20 

8.75 

109 

110    102 

8.0 

7.9 

21.419 

5.4 

I.G 

'Price  level  increase,  December  1989  to  December  1990.    ^Percent  change  in  gross  domestic  product,  1990,  except  Uruguay,  which  is  for  1989.    'Not 
rated.    "Principal  guaranteed  by  zero  coupon  U.S.  Treasury  obligations.    'U.S.  government  debt  is  not  rated  but  would  receive  the  higtiest  (Aaa)  credit  rating  if  it 
were.     NM:  Not  meaningful;  bond  is  either  nonperforming  or  pays  only  partial  interest. 
Sources:  International  Monetary  Fund;  Merrill  Lynch  Capital  Markets;  Megy  Investment  Advisors;  Moody's  Investor  Services. 

Countries  south  of  the  border  don't  quite  rank  with  the  U.S. 
in  credit  quaiity,  but  investors  can  at  ieast  insulate  themselves 
from  currency  risk  by  sticking  to  bonds  payable  in  U.S.  dollars. 
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Eighty  stmight 
quarters  of  steady 

growth  have 

put  Freddie  Mac 

over  the  top. 


Jr  reddie  Mac  has  the  healthiest  financial 
profile  in  the  housing  finance  industry,  A 
record  of  twenty  3/ears  of  stability  and  consis- 
tent growth  provides  investors  with  the  confidence 
that  Freddie  Mac  is  strong  enough  to  back 
their  investments. 

Net  revenue  stream  in  1990  reached  $1.3 
billion  (the  ninth  consecutive  year  it  increased), 
while  after- tax  value  of  Freddie  Mac's  net 
assets  reached  $4.8  billion  and  net  income 
reached  $4M  million.  This  financial  strength 
provides  Freddie  Mac  investors  with  quality, 
performing  investments. 

And  Freddie  Mac  works  hard  to  protect 
investments.  By  maintaining  consistently  high 
underwriting  standards,  Freddie  Mac  is  able 
to  ensure  the  credit  quality  of  the  underlying 
mortgage  loans.  For  every  $1  mortgaged, 
Freddie  Mac  has  $2  of  property  value  backing 


that  mortgage.  In  addition,  to  minimize 
interest-rate  risk,  we  maintain  a  portfolio 
that  is  95%  securitized. 

The  total  return  on  Freddie  Mac  PCs, 
including  interest  income  and  price  appre- 
ciation, has  consistently  outperformed 
other  fixed -income  sectors  for  over  ten 
years.  Freddie  Mac's  maHffitable  Gold  PC*"* 
offers  investors  the  shortest  payment  cycle 
available  in  the  mortgage- backed  securities 
market  today— as  well  as  the  timely  pay- 
ment of  interest  and  principal. 
Investing  in  Freddie  Mac  makes  sense  finan- 
cially and  encourages  homeow^nership. 
Which  is  why  an  investment  in  Freddie  Mac  is 
a  strong  investment. 


THE  IDEA  BEHIND  ONE  IN  EIGHT 


AMERICAN  HOMES 


tf  Ai 


Freddie  Mac 


STEADY 
FREDDIE 


SM 


\*i\\l\\\^ 


Let  others  trade  in  and  out.  Mark  Byl  beats 
the  market  by  buying  and  holding. 

North  by 
northwest 


By  Mary  Beth  Grover 

When  Mark  Byl  was  27  his  boss  gave 
him  an  interesting  assignment:  create 
an  index  of  Northwest  firms.  The 
stocks  were  to  be  selected  for  having 
the  best  returns  on  equity,  debt/ 
equity  ratios  and  free  cash  flows  in  the 
region.  Having  selected  the  stocks,  he 
was  to  put  together  a  ftind  to  mirror 
the  index.  His  employer.  Composite 
Research  &  Management  Co.,  a  Seat- 
de- based  money  manager, 
would  then  run  the  hind.  It 
was  quite  a  challenge  for  a 
young  man  whose  M.B.A. 
degree  from  Arizona  State 
was  only  two  years  old. 

Byl  scored — and  big.  His 
Composite  Northwest  50 
Fund  (assets,  $93  million) 
has  done  very  well  since  it 
opened  its  doors  to  inves- 
tors in  late  1986.  Boeing, 
Microsoft,  Nike  and  Al- 
bertson's, a  supermarket 
chain,  were  among  his  ini- 
tial investments.  Since  the 
fund  opened  for  business  it 
has  averaged  a  19%  annual  ^^Hl 
return,  five  points  ahead  of 
the  S&P  500.  Even  after  paying  the 
fiind's  maximum  4.5%  sales  load,  in- 
vestors have  done  very  well. 

Luck  had  something  to  do  with  the 
success — if  being  in  the  right  stocks  in 
the  right  place  can  be  called  luck. 
While  the  nation  is  in  a  recession, 
personal  income  in  the  Northwest  is 
still  growing  faster  than  inflation. 
Byl's  initial  picks  were  so  good  he 
hasn't  had  to  do  a  lot  of  switching  and 
trading.  Having  once  decided  that  a 
company  is  good  enough  to  go  in  the 
index,  Byl  is  reluctant  to  take  it  out, 
and  he  mechanically  maintains  a  per 
centage  of  the  fund  in  that  company 


equal  to  the  company's  share  of  the 
total  market  capitalization  of  its  eco- 
nomic sector.  The  only  company  he 
dumped  was  Floating  Point  Systems, 
a  computer  maker  whose  cash  flow 
turned  negative. 

Besides  the  financial  criteria,  Byl 
monitors  a  company's  management. 
When  Fred  Meyer,  an  operator  of 
hypermarts,  brought  in  a  new  chief 


Northwestern  favorites 

Company                         Recent        52-week 

—Earnings 

per  share— 

price        high    low 
Alaska  Air  Group                   22y4         25%  1378 

1990 

1991  est 

$0.82 

$0.88 

Boeing                               50            53      38'/^ 

4.01 

4.49 

Louisiana-Pacific                 41%         m*  2W* 

2.46 

1.72 

Fred  Meyer                          21%         23^^  10 

1.37 

1.65 

Oregon  Steel  Mills                26V*         38%  IGVb 

1.78 

2.60 

Puget  Sound  Bancorp            2778         28y2  13% 

2.61 

2.84 

Sources:  Composite  Research  &  Management  Co. ;  Standard  &  Poor's;  Institutional  Brokers 

Estimate  System. 

The  Composite  Northwest  50  Fund  has  bought  into  these  West 
Coast  firms  on  account  of  their  excess  cash  flows. 


three  years  ago,  Byl  visited  him  within 
two  weeks  and  was  impressed  by  the 
executive's  deep  background  in  mar- 
keting. Byl  kept  buying  Fred  Meyer 
stock.  Today  he  has  a  70,000-sharc 
position  at  an  average  price  of  13;  the 
stock  is  now  at  21%. 

Quality  Food  Centers,  a  Bellevue, 
Wash. -based  premium-price  groccr\' 
chain  (recent  price,  34Vz),  is  another 
one  of  Byl's  best  performers.  His  aver- 
age cost  was  IS.  Portland  based  I.ou 
isiana- Pacific  Corp.,  ain)thcr  holding, 
looks  expensive  at  41%,  24  times  Wall 
Street  forecasts  of  1 99 1  earnings.  But 
Byl  expects  big  gains  from  the  lumber 


company's  new  wallboard  substitute, 
called  Fiberbond.  Fiberbond,  which 
uses  recycled  newspaper,  whereas 
wallboard  uses  gypsum,  is  60% 
lighter. 

Another  winner:  Washington  Fed- 
eral Savings  &  Loan,  the  state's  third- 
largest  thrift,  with  $2.6  billion  in  as- 
sets. The  thrift:  has  increased  its  divi- 
dend 16  times  in  the  past  nine  years 
and  has  returned  over  18%  on  its  net 
worth  every  year  since  1983.  Recent 
price:  37V8,  or  12  rimes  expected 
1991  earnings.  Its  fiscal  1990  ratio  of 
nonperforming  loans  to  total  assets 
was  0.35%,  to  Citicorp's  6.7%. 

Big  winners  Boeing,  Nike,  Micro- 
soft and  Albertson's  represent  about 
25%  of  the  fiind's  portfolio.  "Micro- 
soft generates  tons  of  cash  flow, 
doesn't  have  any  debt  and  does  40% 
returns  on  shareholders'  equity,"  Byl 
says.  Byl's  average  cost  was  31 ,  adjust- 
ed for  splits;  1  licrosoft:  was  recendy 
trading  at  86^4,  or  26  times  expected 
fiscal  1992  earnings. 

Not  that  everything 
booms  in  the  Northwest. 
Byl  has  broken  even  with 
investments  in  Tacoma- 
based  lumber  company 
Weyerhaeuser,  and  he's  off 
15%  with  Wilsonville,  Ore.- 
based  Mentor  Graphics,  a 
supplier  of  computer-aided 
engineering  s\'stems 

(Forbes,  May  16,  1988). 
But  as  long  as  cash  flow 
remains  positive,  B\l  will 
hang  on. 

Byl's  basic  rule  is:  Find  a 
good  thing,  stay  on  top  of 
it,  and  don't  trade  in  and 
out.  Through  June  30,  the 
fiind's  turnover  was  8%. 
The  average  turnover  Ibr  a  mutual 
tlind  is  more  like  85%.  Byl's  st>'le 
enables  him  to  go  home  at  6  p.m., 
avoid  weekend  work  and  have  the 
luxur\'  of  not  mshing  fu)m  his  Bain 
bridge  Island  home  to  his  Seattle 
otfice  in  order  lo  make  the  stcxk 
market's  opening  in  faraway  New 
York.  "I  think  Tve  made  it  nxice,"  he 
contesses. 

There's  a  nn>ral  here  for  investors 
who  are  ft^rever  trading  in  and  out  in 
resptinse  to  cver\  bit  of  news  and 
jiggle  in  the  market:  If  your  portfolio 
makes  sense,  don\  \v\  fixing  it.  Yi>u'll 
only  make  your  broker  nch.  ^ 
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ei99l  MoTllJ  Lynch.  Pierce.  Faiiier& Smith  Inc.  Member StPC 


Suppose  this  was  an  investment  opportunity. 
Which  would  you  choose? 


Introducing  Defined  Asset  Funds.  Because  seeing 
what  you're  investing  in  is  a  definite  advantage. 

Defined  Asset  Funds  have  many  brilliant  facets. 
There  are  many  benefits.  You  know  in 
advance  what  you're  investing  in.  The 
securities  in  these  unit  investment  trusts 
are  professionally  selected.  Since  they're  supervised  but 
not  actively  managed,  there  are  no  management  fees.  You 


CaU  1-800-422-9001, 
extension  358. 


bonds,  stocks  and  other  assets  to  suit  your  goals.  You 
enjoy  reduced  risk  through  diversification.  And  you 
can  get  started  for  about  $1,000. 

Definitions,  our  new  magazine, 
will  explain  the  many  advantages  of 
Defined  Asset  Funds,  America's 
oldest  and  largest  family  of  unit  investment  trusts. 
Ask  your  financial  professional  or  call  our  toll-free 
number  for  your  free  copy    m  G  Tfl  1 1    Ly  H  C  M 


can  choose  from  a  wide  range  of  defined  portfolios  of 

Shearson  Lehman  Brothers  •  Prudential  Securities  •  Dean  Witter  •  PaineWebk^er 

A  free  prospectus  containing  more  complete  information,  including  all  charges  and  expenses,  is  availaUc. 
Read  tlie  prospectus  carefully  before  you  invest  or  send  money. 


THE  FUNDS 


U.S.  mutual  funds  have  been  insulated  from  foreign 
competition.  That  could  change,  opening  up  a 
wealth  of  new  managers  to  U.S.  investors. 

Another  foreign 
invasion 


By  Eric  S.  Hardy 

One  of  the  best-performing  mutual 
funds  during  the  five  years  ended  June 
30  has  been  the  National  Mutual 
Australian  Fund,  with  a  compound 
annual  return  of  31%  to  U.S.  dollar 
investors,  versus  12%  for  the  Standard 
&  Poor's  Index.  Sounds  good,  but 
you  can't  easily  buy  in.  This  fiind, 
which  buys  mosdy  Australian  shares, 
is  managed  in  Britain  and  quoted  in 
pounds.  Since  it  isn't  registered  for 
sale  in  the  U.S.,  you  can't  get  it 
without  traveling  abroad  and  opening 
a  foreign  bank  account. 

The  legal  barricade  that  stands  be- 
tween U.S  investors  and  funds  incor- 
porated overseas  is  the  way  the  Securi- 
ties &  Exchange  Commission  inter- 
prets section  7d,  issued  under  the 
1940  Investment  Company  Act.  The 
law  flady  bans  mutual  fiinds  based 
outside  the  U.S.  from  publicly  solicit- 
ing business  in  this  country.  The  law  is 
less  clear  about  whether  or  not  for- 
eign fijnds  can  accept  unsolicited  or- 
ders from  U.S.  investors,  but  most 
such  fiinds  play  it  safe  by  returning 
American  checks. 


Things  may  soon  change.  The  sec 
is  considering  relaxing  section  7d  and 
even  asking  Congress  to  change  the 
1940  act's  provisions.  The  lowering 
of  trade  barriers  in  the  hind  industry' 
would  presumably  accompany  a  low- 
ering of  foreign  barriers  to  entr\'  by 
U.S.  fund  operators.  Vanguard, 
Kemper  and  T.  Rowe  Price  are  among 
the  U.S.  fiind  houses  that  want  to  sell 
their  products  in  Europe.  If  they  do 
get  the  chance,  they  will  no  doubt  face 
more  competition  from  the  likes  of 
National  Mutual. 

A  burst  of  cross-border  competi- 
tion in  fiinds  would  be  a  boon  to 
investors,  provided,  of  course,  they 
don't  fall  prey  to  crooks.  The  last  big 
fraud  on  fund  investors,  which  took 
place  in  the  early  1970s,  was  Bemie 
Cornfeld's  Fund  of  Funds.  The  scam 
was  possible  precisely  because  the 
fiind  was  based  overseas,  beyond  the 
range  of  the  sec's  oversight.  One 
other  stumbling  block  is  tax  law, 
which  can  make  investing  in  a  foreign- 
based  fiind  a  bit  messy,  says  Allan 
MostofF,  partner  at  Dechert,  Price  & 


Rhoads.  If  the  fund  doesn't  cater  to 
U.S.  investors,  you  may  have  a  devil  of 
a  time  figuring  out  how  much  foreign 
tax  credit  to  claim  on  your  tax  return. 

If  you  are  determined  to  break 
down  international  barriers  on  your 
own,  begin  by  opening  an  overseas 
bank  account.  Then  draw  on  this 
account  to  purchase  ftind  shares. 
James  Charington,  a  vice  president 
for  London -based  Save  &  Prosper 
Investment  Management,  a  S6.5  bil- 
lion mutual  fiind  group,  says  he  sus- 
pects some  U.S.  expatriates  (those 
who  reside  in  the  U.S.  for  less  than  90 
days  a  year)  invest  in  overseas  fiinds 
through  checks  drawn  on  foreign  fi- 
nancial institutions.  His  best  perform- 
er: S&P  Southeast  Asia  Growth  Fund, 
up  a  compounded  average  27%  over 
the  past  five  years. 

Where  do  you  get  performance 
data.'  In  many  countries,  daily  net 
asset  values  ar^  published  in  newspa- 
pers as  they  are  in  the  U.S.,  but  it  is 
not  always  easy  to  find  compilations 
of  total  return  data.  London- based 
Micropal  Ltd.  tracks  results  of  1 5,000 
mutual  fiinds  in  more  than  a  dozen 
countries;  it  publishes  numbers  in  the 
U.K.'s  Sunday  Times,  Money  Week 
and  Money  Marketing.  Another 
source,  for  U.K.  investment  trusts,  is 
an  index  published  by  the  Association 
of  Investment  Trust  Companies. 

Christopher  Poll,  chief  executive 
and  a  founder  of  Micropal,  is  optimis- 
tic about  the  potential  for  much  more 
border-jumping  by  fund  investors. 
"Regardless  of  all  we've  heard  about 
the  globalization  of  the  American  se- 
curities market,  only  about  8%  of  the 
3,000  [U.S-based]  mutual  fiinds  do 
any  serious  investing  outside  the 
U.S.,"  he  savs.  WM 


The  best  funds  outside  the  U.S. 

Fund/distributor                                                       Assets 

($mil) 

Where 
headquartered 

Area  of 
investment 

5-year                1-year 
annualized 

Colonial  Mutual  Equity/Colonial  Mutual 
Morgan  Grenfell  Japan  Smaller  Cos/Morgan  Grenfell 
Wardley  South  East  Asia/Wardley 
National  Mutual  Australian/National  Mutual 

Murray  South  East  Asia  Exempt/Murray  Johnston 
Schroder  Japanese  Smaller  Cos/Schroder  Unit 
Baring  Hong  Kong/Baring 
S&P  South  East  Asia  Growth/Save  &  Prosper 

$67 
130 
44 
31 

36.9%                 ^.0% 
35.4                    19,2 
30.9                   -05 
30.6                     7.5 

UK 

Channel  Islands 
Hong  Kong 
UK 

UK 

Japan 
SEAsia 
Australia 

20 
166 

93 
166 

28.6                   -4.0 
28.3                     0.3 
27.6                     9.6 
27.1                   -5.3 

UK 
UK 

Ireland 
UK 

SEAsia 
Japan 
Hong  Kong 
Hong  Kong 

Source:  Micropal. 

Here's  a: 
of  sonMof  th« 
best-peffonning 
stock  funds 
offorod  by  over- 
seas distributors. 
Most  invest  in 
ttie  hot  stock 
markets  of  the 
Far  EaMtand 
SoMtheast  Aaie. 
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EXTL^ORDINARY  OPPORTl'XITIES  REQUIRE  ExTLAORDIKARY  ToOLS 


This  is  afeng  shid  (S;^)  compass.  It's  a  tool  that's 
used  to  place  vour  home  or  office  in  the  perfect 
position  to  prosper.  Sound  ridiculous?  Maybe  so. 
But  consider  this:  the  countnes  where  th  is  compass 
is  used  extensively — Hong  Kong,  Taiwan  and 
Singapore — are  among  the  most  prosperous 
countries  in  the  world  today. 

Forbes  Zibenjia — the  new  Chinese  Forbes 
busmess  maga:ine — is  a  similar  tool.  It  will  put 
your  products  or  ser\ices  in  the  perfect  position  to 
prosper  right  in  front  of  ttns  of  thousands  of  the 
wealthiest  Chinese-speaking  people  in  the  Pacific 
Rim. 

It  will  be  the  first  magarme  in  histor>-  to  be 
printed  in  two  types  of  Chinese  characters — the 
simplified  characters  used  in  the  People's  Republic 
of  China,  Sfngapore  and  Malaysia;  and  the 
traditional  characters  used  in  Taiwan,  Hong  Kong 
and  among  the  overseas  Chinese.  It  will  also  be 
the  first  Chinese  business  magazine  with  incisive 
local  journalism  combined  uith  the  pro\  en  Forbes 
"No  guts,  fu)  story"  philosophy. 


THAUnKKALCHARACTER  VERSION 


ForUR^ 


The  inaugural  issue  of  Forbes  Ziber^ia  has  already 
been  sent  out  to  over  50,000  of  the  most  influential 
Chinese  businessmen  in  the  Pacific  Rim.  And 
they've  indicated  they  u-ant  to  see  more  of  the 
same.  So  the  launch  issue,  plarmed  for  October, 
will  be  the  biggest  Chinese- language  media  launch 
ever  in  the  region,  with  over  100,000  copies  being 
distributed. 

Today,  the  Chinese-speaking  capitalists  of  the 
Pacific  Rim  are  the  world's  biggest  market  for 
products,  services  and  major  projects.  They 
constitute  the  decade's  most  extraordinary 
opportunity. 

Don't  miss  out.  Use  the  only  extraordinan'  tool 
which  can  position  you  to  take  advantage  o(  this 
oppoTTunir>' — 
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Chinese  Capitalist  Tool 

For  Mi  decMk,  mo  Hid  data.  pteaK 
contact'  **#**sK*«  1 .  Kiicoll.  62  Fain  Avcm 
NewV  I. 

Te»:(:;.  -     Ftt  (212)620-2417 


The  Timken  Company, 
global  supplier  of 
tapered  roller 
bearings,  knows  what 
it  takes  to  reach  its 
markets  in  Latin 
America. 
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Each  fortnight  over  185,000  primary 
subscribers  throughout  Latin  America 
read  VISION  (42,000  in  Mexico  alone). 
And  VISION  advertisers  reach  an 
audience  of  800,000  individuals  of 
measured  business  and  consumer 
influence  (1989  INRA  Audience 
Profile:  the  ninth  readership  study 
in  VISION'S  forty  year  history). 

For  additional  information  on 
advertising  to  the  top  levels  of 
business  decision  in  Latin 
America  please  contact: 

VISION  INC. 

310  Madison  Avenue 

Suite  1412 

New  York,  NY  10017 

Tel.  (212)953-1308 

Fax  (212)  953-1619 
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Yields  on  commercial  bank  bonds  have  dropped  sharp- 
ly. Be  careful.  The  risks  may  well  exceed  the  rewards. 

The  penis 
of  bank  debt 


BYBENWEBERMAN 


Ben  Weberman  is  a  columnist 
for  Forbes  magazine. 


The  rush  of  megabank  mergers  may 
be  spurring  some  investors  to  think 
that  the  commercial  banking  system  is 
on  the  mend.  The  temptation  is  to 
start  buying  debentures  or  notes  of 
bank  holding  companies  and  banks. 

Resist  it.  Any  buying  has  to  be  very 
selective.  The  hard  times  aren't  over 
yet:  There's  still  a  sea  of  bad  commer- 
cial loans  to  clear.  Real  estate  loans 
remain  a  problem.  Many  banks  are 
still  overstaffed,  and  though  person- 
nel reduction  is  a  high  priorit)',  the 
task  is  going  to  be  difficult. 

The  lure,  of  course,  is  that  yields 
over  like -maturity'  Treasurys  remain 
very  attractive  for  bank  debt.  As  an 
example.  Bank  of  Boston  10.30% 
B3/BB-plus  subordinated  capital 
notes  due  2000  trade  at  89  to  yield 
12.35%,  or  480  basis  points  over  the 
Treasury  yield  curve. 

A  higher-quality  issue,  Republic 
New  York  Corp.'s  Aa3/AA-minus 
8%s  senior  debt  due  2007,  is  trading 
at  98%s  to  yield  8.52%,  with  a  narrow 
spread  off  Treasurys.  In  between  are 
money  center  issues  Uke  Citicorp's 
9%s,  Baa3/A-rated  subordinated 
capital  notes  due  1999,  which  are 
quoted  at  par  to  yield  9.75%,  or  220 
basis  points  over  Treasurys. 

The  point  is  that  attractive  as  these 


yields  seem,  they're  less  generous 
than  they  were  a  year  ago.  Last  Sep- 
tember, for  example,  spreads  over 
Treasurys  were  as  much  as  750  basis 
points.  That  offered  more  than  ample 
compensation  for  the  risks  involved. 
But  no  more. 

William  Downes,  a  vice  president 
and  fixed-income  analyst  at  Keefe, 
Bruyette  &  Woods,  doesn't  have 
much  on  his  buy  list.  But  he  does 
suggest  focusing  on  banks  that  "make 
money  on  the  liabilit)'  side  of  the 
balance  sheet."  By  this  he  means 
those  banks  that  have  access  to  low- 
cost  deposits  and  in  general  have  low 
expenses.  This  is  a  somewhat  different 
analysis  from  the  more  traditional, 
return-on-assets  way  of  examining 
how  much  a  bank  can  earn  on  its  loans 
and  investments. 

Using  this  yardstick,  Downes  likes 
New  Jersey-based  First  Fidelity'  Ban- 
corp., which  now  has  the  benefit  of  an 
equity  infusion  from  Banco  Santan- 
der  of  Madrid,  arranged  about  six 
months  ago.  Seven-year  subordinat- 
ed debt  of  First  Fidelit}'  is  available  on 
the  market  at  a  spread  of  about  1 70 
basis  points  over  Treasury  issues.  The 
bank's  9%s  Baa3/BB-plus  subordi- 
nated notes  due  8/15/99  are  priced 
at  103  to  yield  9.10%.  ' 

How  about  the  big  mergers? 
Downes  thinks  the  Chemical-Manu- 
facturers Hanover  and  the  Bank- 
America-Security  Pacific  combina- 
tions offer  the  best  opportunities  to 
bring  widespread  savings  on  over- 
heads and  the  consolidation  of  low- 
margin  operations. 

Downes  notes  that  a  year  ago  the 
spread  of  Chemical  Bank's  holding 
company  subordinated  debt  against 
Treasurys  was  as  wide  as  600  basis 
points,  as  many  investors  questioned 
the   takeover  of  Texas  Commerce. 


Now  that  deal  shows  every  sign  of 
w  orking  out,  and  he  thinks  the  Manu- 
facturers Hanover  merger  will  result 
in  an  enhanced  credit  quality'  of  the 
combined  company.  He  figures  this 
could  bring  the  bank's  borrowing 
costs  down  by  as  much  as  25  to  50 
basis  points. 

If  you  must  buy,  Downes  recom- 
mends Chemical  Banking  Corp.'s 
10%s  subordinated  notes  of  1999, 
which  trade  at  1 06,  yielding  9.25%,  or 
165  basis  points  over  the  seven-year 
Treasury. 

In  another  merger,  some  analysts 
suggest  that  while  relief  from  Califor- 
nia's economic  problems  may  still  be 
some  time  away,  the  aggregate  of 
problem  loans  for  the  combined 
BankAmerica  and  Security  Pacific  will 
be  relatively  light. 

Beyond  First  Fidelity  and  Chemi- 
cal, Downes  does  not  have  strong 
recommendations  for  the  general  in- 
vestor. For  the  speculative  sort,  there 
is,  for  example,  Shawmut  National. 
Downes  sees  Shawmut  as  a  survivor, 
with  or  without  the  merger  with  Bank 
of  Boston.  Shawmut's  subsidiary, 
Hartford  National  Corp.,  has  8 ¥4  se- 
nior notes  of  1993,  which  trade  at  90 
and  yield  13.8%;  the  spread  over  like 
two-year  Treasure's  is  750  basis 
points. 

Avoid  banking  companies  with 
overly  large  portfolios  of  commercial 
real  estate  loans,  \\  arns  Downes. 

Investors  may  also  consider  debt  of 
First  Interstate  of  California  and  First 
Chicago  attractive.  First  Interstate  in 
particular  has  several  good  franchises. 
In  addition,  it  is  not  exposed  to  highly 
leveraged  situations  or  ldc  debt,  and 
has  more  than  100%  reser\ed  for  real 
estate  loans. 

For  example.  First  Interstate  has 
8y8S  Baa2/BBB-minus  rated  notes, 
which  trade  at  94.61  to  yield  9.65%. 
First  Chicago  Corp.,  among  the  bet- 
ter managed  money  center  banks,  has 
9y8S  Baal  rated  subordinated  notes 
due  2000,  priced  at  102.81  to  yield 
9.4%  to  maturity. 

The  basic  message  here  to  investors 
is  simple:  Don't  be  tempted  by  the 
relatively  high  yields  to  reach  for 
bonds  of  commercial  banks.  In  select- 
ed cases  there  may  be  good  buys.  But 
in  many  other  cases,  the  yield  differ- 
ential isn't  worth  taking  on  the  extra 
risk.  Hi 
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While  stocks  may  look  dear  in  terms  of  their 
depressed  earnings,  they  are  reasonably  priced  in 
terms  of  probable  postrecession  earnings. 

Mumbo  jumbo 


BY  DAUID  DREMAN 


David  Dreman  is  managing  director 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  Nevi^  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


"Will  the  recession  be  a  double- 
dip?"  is  one  of  the  most  commonly 
asked  questions  today  by  investors 
and  the  media  alike.  The  same  ques- 
tion was  popular  in  1982,  only  back 
then  it  was  fashionable  to  ask  if  the 
pattern  out  of  the  recession  would 
resemble  a  "V,"  a  "U"  or  an  "L." 

Tossing  these  terms  around  may 
make  the  pundits  sound  knowledge- 
able and  help  fill  space  in  the  dailies, 
but  it  adds  litde  to  the  sum  of  human 
knowledge  and  is  worse  than  useless 
for  investors. 

In  the  first  place,  the  preliminary 
economic  indicators  on  which  the 
speculation  is  based  are  unreliable. 
Such  initial  economic  and  Fed  figures 
as  the  estimate  of  the  most  recent 
quarter's  gnp,  the  leading  economic 
indicators  or  the  growth  of  Ml  or  M2 
are  invariably  substantially  revised. 
This  takes  place  weeks  or  even  months 
after  their  release,  as  more  detailed 
data  come  in.  It  is  only  months  after 
the  fact  that  economists  can  state 
definitively  that  wc  arc  in  a  recession 
or  have  moved  to  the  recovery  stage. 

Thus  a  positive  reading  of  an  im 
portant  indicator  that  sends  stocks  on 
an  upward  climb  may  be  changed 
sharply  months  later. 

Yet  some  people  treat  as  gospel  all 
authoritative-soundinn  news  releases 


that  seem  to  pinpoint  economic 
trends.  Knee-jerk  reactions  to  these 
trends,  though  widespread,  make 
money  for  brokers  not  for  investors. 

Suppose,  though,  we  could  find  an 
omniscient  forecaster  who  would  give 
us  absolutely  accurate  information  as 
to  where  we  now  are  in  the  cycle  and 
when  the  recession  will  end.  Would 
this  lead  to  major  market  profits?  The 
answer  again  is  no.  The  stock  market 
is  the  orneriest  of  critters,  and  there  is 
no  direct  linkage  between  market  and 
economic  change.  Oftien  the  market 
will  drop  months  before  a  recession 
begins  and  rally  months  before  it  is 
over.  The  fact  that  the  averages 
reached  alltime  highs  first  in  Februarys 
and  again  in  August,  as  economic 
activity  continued  to  fall,  underscores 
this  point. 

So,  what  should  the  investor  do? 
Ignore  the  economy  entirely?  No,  but 
learn  to  ignore  the  apparent  blips  and 
bumps  and  concentrate  on  the  bigger 
trends.  It  doesn't  much  matter  if  you 
are  a  few  months  too  early  or  a  few 
months  too  late,  so  long  as  you  catch 
the  broad  swings. 

And  what  is  the  big  trend  right 
now?  Whether  we  are  already  in  a 
recovery  stage  or  it  is  still  some 
months  away,  it  seems  to  me  that  this 
recession  is  not  ver\'  difil^erent  from  the 
average  one  of  the  postwar  period, 
and  the  recovery  will  be  equally 
healthy.  This  being  so,  stocks  appear 
to  present  good  value  even  though 
the  market  price/earnings  ratio  seems 
high  by  historical  standards. 

First,  earnings  ha\'e  been  knocked 
down  sharply  by  the  huge  one-time 
charges  taken  by  the  banks  and  other 
financial  institutions,  as  well  as  some 
of  the  giant  industrials  such  as  IBM  and 
Westinghouse.  With  these  write- 
downs and  the  effect  of  the  recession, 
the  "K"  of  the  current  market  r/H  has 
been  cut  sharply  for  the  past  four 
quarters.  As  the  economy  turns  up. 


earnings  comparisons  should  im- 
prove significandy  against  their  low- 
current  base,  making  the  market  p/e 
much  more  reasonable. 

Here  are  a  number  of  stocks  in 
industries  whose  earnings  have  been 
depressed  by  the  recession  or  one- 
time charges  that  present  good  value 
at  current  levels: 

Airline  earnings  have  been 
crunched  in  recent  quarters.  The 
price  wars  accompanying  the  drastic 
industry^  shakeout  have  increased  the 
red  ink.  However,  the  surxivors 
should  reap  major  benefits  both  ft-om 
less  competition  domestically,  as 
weaker  competitors  cease  operations, 
and  fi-om  the  purchase  of  lucrative 
foreign  routes  at  bargain  prices.  I 
would  recommend  a  package  of  the 
three  strongest. 

American  Airlines  {S^)  is  the  larg- 
est domestic  carrier,  with  major 
routes  to  Europe,  the  Pacific  and 
South  America.  The  company  will  be 
in  the  red  this  year,  with  earnings 
likely  to  begin  to  bounce  back  in  1992 
and  move  higher  over  the  foreseeable 
future.  AMR  trades  at  a  p/e  of  1 0  times 
1992's  results. 

Delta  (65),  the  nation's  third-larg- 
est airline,  has  recendy  agreed  to  ac- 
quire most  of  Pan  Am's  major  Euro- 
pean routes,  along  with  its  shutde. 
The  stock  trades  at  a  p/e  of  12  times 
fiscal  1992  estimates  (ended  June  30) 
and  yields  1.3%. 

L'^Z  ( 129),  the  second-largest  do- 
mestic carrier,  also  has  been  expand- 
ing rapidly  abroad.  Earnings  could 
bounce  back  sharply  next  year  to  the 
SlO-a-share-plus  range.  The  stock 
trades  at  a  p/e  of  13  on  estimated 
1992  results. 

Hawthonie  Financial  Corp.  (20)  is 
a  small  California- based  s&L  whose 
real  estate  losses  appear  to  have 
peaked  in  the  second  quarter.  Earn- 
ings should  show  imprtning  compari- 
sons in  the  current  six  months  and 
continue  to  rise  in  1992.  hthr  trades 
at  a  P/E  of  5,  Welds  4.8%  and  has  a 
book  value  of  $37  a  share. 

Meridian  Bancorp  (19)  is  a  bank 
holding  company  operating  in  Pcnn 
sylvania.  Real  estate  writeotft;  arc  dc 
dining  this  year,  w  hich  should  result 
in  earnings  rising  to  approximately 
$2 .50  a  share.  Meridian  trades  at  a  r/F 
of  7  on  estimated  1991  results  and 
vields6.1%.  wm 
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"Did you  see 
the  cartoon 
where  the  guy 
says  to  his  wife. . ." 


HEN  you  mail  the  special  coupon 
below,  you'll  be  able  here- 
after to  answer  yes. 


Yes,  you  saw  the  cartoon. 

Yes,  you  saw  what  Terrence  Rafferty  wrote 
about  the  movie. 

Yes,  you  caught  Edith  Oliver's  and  Mimi  Kra- 
mer's reviews  of  the  shows. 

Yes,  you  follow  Whitney  Balliett  on  jazz,  Arlene 
Croce  on  dance,  Andrew  Porter  on  classical 
music  and  Adam  Gopnik  on  the  art  world. 
Along  with  Holly  Brubach  on  fashion,  Connie 
Bruck  on  business  and  Naomi  Bliven  or  George 
Steiner  on  books. 

Yes,  you  relish  the  way  Elizabeth  Drew,  Andy 
Logan,  John  Newhouse  and  others  report  on 
politics.  Not  to  mention  the  all-round  reporting 
of  observers  like  Ian  Frazier,  Jane  Kramer, 
Calvin  Trillin,  Mark  Singer,  Susan  Sheehan  and 
Paul  Brodeur. 

Yes,  you  delight  in  the  work  of  poets  like  John 
Ashbery,  Amy  Clampitt,  James  Merrill,  W.S. 
Merwin,  Joseph  Brodsky  and  Czeslaw  Milosz. 

Yes,  you  revel  in  the  fiction.  Short  story  writers 
like  Garrison  Keillor,  Bobbie  Ann  Mason,  Mavis 
Gallant,  Cynthia  Ozick,  Alice  Munro,  Muriel 
Spark  and  John  Updike. 

Yes,  you  read  The  New  Yorker. 
Isn't  it  nice  to  be  in  on  it  all? 


Get  it  for  the 
basic  rate  of  61.5^ 
a  week  instead  of 

.  75  at  the  newsstand. 
Mail  this  coupon. 


r 


PLEA5E  ENTER  MY  5UD5CmPTION  FOR  32  I55UE5  AT  THE 
REGULAR  RATE  OF  /I9.69  AND  BILL  MY  CREDIT  CARD 

Charge  my 

□  MasterCard      Q  ^'^A     □  American  Expre.s.s 


1 

Account  No. 

Exp^date 

Signature 

Name 

Pkase  print 

Address 

Apt  No 

City 


SUtte 


Zip 


D  Bill  mc  direct  instead. 

D  Oh,  well.  Let's  make  it  easy.  Here  ,s  iiu  check  Idi 
$19.69  now  as  payment  in  full. 

Ma,iio  THE  NE^  YORHER 

20  West  43«1  Street,  New  York,  \"\   10036-7440 


WALL  STREET  IBBEBUmB 


MONEY  &  INVESTMENIS 


Charles  Hooper  picks  funds  from  the  hot-performers  list. 
That's  a  risky  strategy,  but  Hooper  has  a  saving 
grace:  He  pulls  money  out  of  stocks  before  bear  markets. 

The  hot-fund 


strategy 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


My  last  column  (Sept.  30)  noted 
some  of  the  egregious  exaggerations 
made  by  newsletter  publishers  in  de- 
scribing their  Hulbert  Financial 
Digest  ratings.  Here's  the  other  side  of 
the  coin:  a  first-rate  letter  whose  pub- 
lisher hides  his  light  under  a  bushel. 

Of  the  dozen  mutual  fiind  services  I 
have  tracked  since  1985,  first  place  is 
held  solidly  by  Mutual  Fund  Strate- 
£[ist,  a  $149-a-year  letter  published  in 
the  hills  of  Buriington,  Vt.  by  one 
Charles  Hooper.  Never  heard  of  this 
guy?  Don't  be  surprised.  Hooper 
docs  no  direct- mail  advertising,  does 
not  frequent  the  financial  seminar  and 
conference  circuit  and  has  not,  to  the 
best  of  my  knowledge,  been  profiled 
in  a  national  publication  like  Forbrs. 
Hooper's  letter  has  a  circulation  of 
about  5,000. 

Here's  what  you  missed  by  not 
being  one  of  those  subscribers:  Since 
January  1985,  the  portfolios  recom- 
mended in  the  Hooper  letter  have 
appreciated  at  an  average  compound 
annual  rate  of  19%,  nearly  3  points 
ahead  of  the  market.  Moreover,  you 
would  have  attained  this  market  beat- 
ing result  with   20%  less   risk   than 


adhering  to  a  buy-and-hold  strategy. 

Hooper  doesn't  pick  low-risk 
ftinds.  Rather,  he  picks  the  ones  with 
high  short-term  relative  strength — 
the  ones  that  went  up  the  most  in  the 
past  several  months  or  so  (he  doesn't 
divulge  his  exact  formula).  These 
fiinds  tend  to  be  the  most  volatile, 
which  means  they  fall  the  hardest 
when  the  market  sinks.  This  could  be 
a  formula  for  very  bad  performance, 
but  Hooper  has  a  saving  grace:  He  is 
very  skillfiil,  or  maybe  just  very  lucky, 
with  his  market  timing.  He  got  entire- 
ly out  of  the  market  in  July  of  last  year, 
for  example,  several  weeks  before  Iraq 
invaded  Kuwait  and  sent  the  market 
tumbling. 

Who  is  Hooper?  A  native  Ver- 
monter,  he  spent  20  years  as  a  com- 
munications manager  for  the  Air 
Force  overseas.  Upon  leaving  the  mil- 
itary in  1980  and  unable  to  get  a  job  in 
his  field.  Hooper  became  a  finance 
clerk  with  the  postal  service.  He  must 
have  noticed  all  the  publishers  send- 
ing lucrative  newsletters  through  the 
mail.  His  goal,  when  he  started  Strate- 
£list'in  1982:  to  follow  his  hobby,  the 
stock  market,  ftiU  time,  and  make 
more  than  his  $24,000  post  office 
salary  doing  it. 

Goal  achieved.  In  addition  to  the 
$750,000  of  subscription  revenue  he 
takes  in,  he  collects  an  average  1.5% 
fee  managing  $100  million  and  also 
receives  royalties  from  outsiders  w  ho 
license  his  timing  system  to  manage 
$85  million.  His  expenses  are  mini 
mal;  he  has  only  four  employees. 

The  big  question  is  whether 
Hooper  will  be  able  to  continue  his 
successful  timing.  The  tact  that  good 
timing  is  crucial  to  a  strategy  tliat 
involves  buying  funds  fi-om  the  ht)t- 
performers  list  can   be  seen  in  the 


below-market  results  of  another  mu- 
tual fiand  service,  NoLoad  Fund*  X. 
This  letter,  like  Hooper's,  recom- 
mends investing  in  those  fijnds  that 
have  exhibited  the  greatest  recent  rel- 
ative strength.  But  unlike  Hooper's,  it 
does  not  recommend  switches  into 
cash  and  thus  is  voilnerable  to  the 
losses  sustained  by  such  fiinds.  Over 
the  period  since  1985,  NoLoad 
Fund*  X  has  achieved  a  compound 
annual  total  return  of  13% — 6  per- 
centage points  per  year  below  Hoo- 
per's and  3  below  the  market's. 

It's  difficult  to  get  a  good  sense  of 
how  likely  it  is  that  Hooper  will  be 
able  to  repeat  his  good  performance, 
since  he  tells  us  litde  about  his  propri- 
etary models.  Nevertheless,  there  are 
several  lessons  we  can  learn  fi-om 
Hooper's  overall  approach.  One  is 
that  a  successful  system  must  be  flexi- 
ble enough  to  adapt  to  changed 
circumstances.  Just  as  the  casinos 
reacted  to  card  counters  in  blackjack 
by  changing  the  rules,  so  many  mutu- 
al fund  families  have  responded  to 
fund-switch  services  by  imposing  re- 
strictions on  switching.  Hooper  has 
responded  by  revising  his  timing  sys- 
tem to  generate  fewer  calls.  Prior  to 
the  last  three  years,  for  example,  his 
intermediate  timing  system  generated 
an  average  of  15  switches  per  year; 
since  then,  in  contrast,  it  has  generat- 
ed an  average  of  just  5. 

A  second  lesson  we  can  learn  fi-om 
Hooper's  approach  is  that  the  major 
benefit  of  market  timing  is  in  reduc- 
ing risk.  If  the  investor  approaches 
market  timing  with  this  in  mind. 
Hooper  argues,  he  will  be  less  likely  to 
place  unrealistic  expectations  on  w  hat 
market  timing  can  achieve.  Ob\ious- 
ly,  no  one  will  complain  if  market 
timing  succeeds  in  beating  the  mar- 
ket; but  market  timing  isn't  necessar- 
ily a  failure  if  it  dcKsn't.  So  long  as  the 
market  timing  reduces  risk  by  more 
than  it  reduces  return,  then  it  has  been 
success  fill. 

What  is  Hcx>pcr  reci>mmending 
now?  He  currently  is  bullish,  with  his 
model  porttolii>s  hilly  invested.  His 
recommendation  tor  his  sector  pt>rt- 
folio  is  Financial  Program's  Strategic 
Health  Sciences  tlind,  and  for  inves 
tors  interested  in  more  diversified 
funds,  20th  C  eniur>\s  Ultra,  Scud 
der's  DeveUipment  and  Founders' 
Special.  ■§ 
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Considering  bargain-hunting  in  real  estate? 
Don't  jump  in.  The  worst  is  yet  to  come. 

You  ain't  seen 
nothin'  yet 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 

A.  Gary  Shilling  &  Co.,  economic  consultants 

and  investment  advisers.  His  firm  publishes  Insight 

a  monthly  newsletter  covering  the  business 

outlook  and  investment  strategy. 


Recently  I  asked  an  audience  of  chief 
executives,  most  of  them  entrepre- 
neurs: "How  many  of  you  made  the 
majority  of  your  fortune  in  real 
estate?"  Up  went  a  forest  of  hands. 

No  question,  real  estate  has  been 
where  the  money  is  for  most  of  the 
time  since  the  end  of  World  War  II. 
Indeed,  in  the  50-odd-year  Kondra- 
tiefF  Wave  sense  (see  my  Mar.  18  arti- 
cle), it  was  real  estate  that  drove  the 
economy  in  the  current  wave's  up- 
swing. Real  estate  was  to  the  second 
half  of  the  20th  century  what  river- 
boats  and  canals  were  to  the  early 
1800s,  railroads  50  years  later,  and 
the  automobile  early  in  this  centur)'. 
Real  estate  jumped  from  13.5%  of 
household  assets  in  1945  to  23.7% 
last  year,  and  constructing,  financing 
and  furnishing  real  propcrt)'  accounts 
for  almost  one-fifth  of  U.S.  output. 

That  era  is  over — just  as  the  rail- 
road-building era  and  the  automo- 
bile-dominated era  ended.  The  four 
pillars  that  supported  postwar  real 
estate  have  crumbled.  The  postwar 
babies  who  needed  new  liomes, 
schools  and  office  buildings  arc  all 
well  housed;  all  that  remains  to  come 


is  a  spike  in  funeral-home  construc- 
tion three  decades  hence. 

The  government's  soft  spot  for 
homeowners  has  hardened,  starting 
with  the  1986  tax  act  and  accelerating 
with  the  embarrassing  s&l  bailout 
costs.  The  generosity  of  lenders  to- 
ward even  the  flakiest  of  real  estate 
deals  is  over.  Inflation,  that  great 
friend  of  tangible  assets,  is  gone,  with 
low  inflation,  if  not  deflation,  likely. 

The  consequences  will  be  far- 
reaching.  Entrepreneurs  will  have  to 
look  elsewhere  for  wealth  creation. 
Families  will  have  to  look  elsewhere 
for  asset  appreciation  than  to  their 
own  homes.  Construction  workers 
must  be  redeployed. 

None  of  this  is  going  to  be  smooth. 
The  transition  will  carry  lots  of  pain. 

The  crisis  in  commercial  real  estate 
has  only  begun.  The  building  boom 
created  immense  excess  capacit)' — 
office  vacancies  nationwide  leaped 
from  5%  in  1980  to  20%  last  year. 
After  two  decades  of  sloppiness,  most 
service  industries,  especially  heavy  of- 
fice space  users  like  finance,  insurance 
and  professional  services,  are  strug- 
gling to  cut  bodies  and  costs.  It  will 
take  1 3  years  to  absorb  the  office  glut, 
even  if  no  new  space  is  added,  and 
much  longer  in  high-cost  cities  like 
New  York  and  Los  Angeles.  Shopping 
centers?  Vacancies  there  jumped  to 
9%  this  spring  from  7%  a  year  ago,  and 
will  stay  high  as  spendthrift  consum- 
ers become  big  savers. 

No  wonder,  then,  that  nationwide 
oftlce  rentals  have  collapsed  from  a 
peak  of  $30  a  square  foot  in  1982  to 
$18  last  year,  and  may  well  fall  fur- 
ther. Building  prices  arc  already 
down,  but  not  low  enough  to  make 
total  returns  attracti\e  relatixe  to 
Treasury  bonds,  especially  as  lenders 
continue  to  avoid  real  estate.  Declines 


of  50%  are  likely,  which  will  wipe  out 
equity  investors  and  seriously  invade 
lenders'  wallets. 

The  damage  is  worse  than  most 
people  realize.  Since  1984  office  buil- 
dings' appraised  values  are  down  40% 
in  inflation-adjusted  terms.  Citicorp's 
foreclosed  and  problem  commercial 
real  estate  loans  equal  almost  100%  of 
net  worth.  Chase  Manhattan's  bad 
real  estate  to  net  worth  ratio  is  75%. 
Shawmut  National's  is  about  80%,  as 
is  Bank  of  Boston's  and  Midlantic's. 
The  Federal  Reserxe  says  that  only 
one-third  of  banks'  construction 
loans  that  came  due  in  the  past  year 
were  liquidated  according  to  the  orig- 
inal terms.  Under  the  gun,  banks  have 
been  rolling  many  of  them  into  long- 
term  mortgages,  but  this  only  post- 
pones the  inevitable. 

Insurance  companies  have  similar 
problems  stemming  from  their  com- 
mercial real  estate  loans,  which 
jumped  from  SI 00  billion  in  1980  to 
$260  billion  this  year.  Bad  real  estate 
killed  Mutual  Benefit  Life,  and  the 
delinquency  rate  on  commercial  real 
estate  just  leaped  to  an  alltime  record. 
At  Travelers,  problem  mortgages  ex- 
ceed stockholders'  equit>'.  Prudential 
recently  announced  a  cut  in  di\idends 
because  of  bad  real  estate. 

Don't  look  for  an  early  turn  for  the 
better.  This  is  no  mere  pause,  as  were 
other  real  estate  recessions  in  recent 
decades.  The  marriage  of  Chemical 
Bank  and  Manufacturers  Hanover 
will  bring  the  abandonment  of  Chem- 
ical's New  York  headquarters  and 
6,200  pink  slips.  More  empt>  offices. 
Banks  are  becoming  impatient  with 
faltering  de\elopers  and  are  pressured 
by  regulators  to  foreclose  and  write 
oft' bad  real  estate.  Once  the  painful 
chargeofts  are  taken,  banks  have  no 
qualms  about  dumping  the  properties 
to  eliminate  expensive  operating 
costs.  This,  too,  further  depresses  real 
estate  prices — and  the  tax  collectors 
of  municipalities,  who  i>ften  respi^nd 
by  raising  tax  rates,  only  further  ag- 
gravate the  problem.  The  RTc"  adds  fat 
to  the  fire  as  it  sheds  its  huge  real 
estate  portfolio. 

Overbuilt,  ovcrlevcraged  and  still 
overpriced,  real  estate  is  only  K*gin- 
ning  to  be  rationalized.  This  huge 
postwar  eci>nomic  driver — and  gen 
erator  of  manv  fortunes — will  be  a  big 
draii  in  the  1990s.  WM 
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Behind  these  recurrent  demands  for 
tougher  federal  car-mileage  rules  and  other 
"energy  conservation"  measures  lie  a  lot 
of  very  greedy  self-interests. 


Energy 
piracy 


BY  ALAN  REYNOLDS 


Alan  Reynolds  is  the  director  of 

economic  research  for  the  Hudson  Institute  of 

Indianapolis,  Ind. 


Enkrgy  markhts  have  been  relati\'ely 
trouble-free  since  President  Reagan 
decontrolled  oil  prices  in  1981,  let- 
ting markets  work  their  magic.  But 
trouble  looms  as  hungr\'  lobbyists 
circle  around  a  fat  new  package  of 
energN'  pork,  which  is  thinly  justified 
by  the  quaint  notion  that  energ\'  is  the 
one  industr\'  best  left  to  Soviet- stN'le 
central  planning. 

A  new  Hudson  Institute  study  finds 
that  "only  Canada  has  reduced  ener- 
gy use  per  capita  more  than  the  U.S. 
during  the  1980s."  U.S.  petroleum 
use  has  fallen  by  1 1%  since  1978.  Do 
we  still  use  more  energ\'  per  capita 
than  Japan  or  Germany?  Yes,  but 
because  their  population  densit)'  is 
many  times  higher  than  ours,  small 
apartments  are  cheaper  to  heat  and 
cool,  and  short  distances  in  small 
countries  cut  the  cost  of  moving 
goods  and  people. 

So,  why  do  we  still  flirt  with  gov- 
ernment interference  in  the  market- 
place in  petroleum  products?  The 
myths  of  U.S.  energy  profligacy  and 
vulnerabilit)'  are  designed  to  support 
a  powerfijl  lobbying  eflbrt  to  get  the 


old  "synfuels"  graxy  train  rolling 
again — under  the  banner  of  "alterna- 
tive" ftiels.  Synfticl  subsidies  pushed 
federal  energ)'  spending  close  to  S16 
billion  in  1980  alone.  Yet  all  of  the 
"exotic"  energN'  sources  combined 
suppfy  only  three-tenths  of  1%  of  our 
energ\'  needs. 

"Biomass,"  a  trendy  new  synftiel 
disguise,  mainly  means  ethanol, 
which  is  twice  the  price  of  gasoline 
and  already  gets  a  tax  break  equivalent 
to  54  cents  a  gallon.  Methanol  spews 
out  gobs  of  toxic  formaldehyde  and 
tends  to  explode.  The  political  im- 
pulse to  dole  out  subsidies  to  such 
"alternative  fiiel"  industries  has  litde 
to  do  with  energy,  except  the  energ\' 
of  special  interests.  Ethanol,  the  most 
feasible  of  such  fiiels,  is  90%  gasoline 
anyway.  And  it  may  well  require  a 
gallon  of  oil  to  create  a  gallon  of  the 
costly  supplements,  by  using  such  en- 
erg}'  intensive  materials  as  fertilizer, 
pesticides  and  farm  machinery  to  pro- 
duce food  to  burn. 

A  related  "conser\'ation"  plan  is  to 
raise  corporate  average  fijel  economy 
(CAHH)  Standards  to  40  miles  per  gal- 
lon, which  means  cars  the  size  of  a 
Yugo.  More  highway  deaths  and  crip- 
plings would  result,  assuming  people 
were  dumb  enough  to  buy  such  gov- 
ernment-mandated vehicles,  caw. 
standards  and  jawboning  have  already 
discouraged  the  production  of  large 
or  powerful  cars  in  the  U.S.,  provid- 
ing a  foreign -aid  program  for  makers 
of  Japanese  and  German  luxun*'  and 
sports  cars. 

What  the  would-be  planners  forget 
to  mention  is  that  most  mileage  im 
provements  in  U.S.  cars  took  place 
before  c:Af  E  standards  took  effect  in 


1978,  and  subsequent  improvements 
could  be  predicted  from  higher  gaso 
line  prices  alone.  More  miles  per  gal 
Ion  cuts  the  variable  cost  of  driving,  so 
added  miles  offset  the  fuel  savings. 

However,  the  real  point  of  passing 
absurd  cafh  standards  has  nothing  to 
do  with  the  quantitv'  of  ftiel  or  quality 
of  air.  The  real  motivation  driving 
many  of  the  proponents  is  to  bribe 
automakers  with  special  exemptions 
from  impossible  rules  if  they  agree  to 
produce  electric  and  "alternative 
ftiel"  vehicles. 

The  federal  government  is  contem 
plating  requiring  Detroit  to  produce 
more  electric  cars,  ostensibly  to  help 
the  "greenhouse  eftect."  But  electric 
cars  require  electric  power  plants, 
which  already  account  for  one-third 
of  all  hydrocarbon  emissions,  while 
cars  account  for  only  one -fourth.  And 
those  costly  car  batteries  end  up  as 
tons  of  toxic  waste.  The  principal 
beneficiaries  of  a  forced  switch  to 
electric  cars  would  be  the  electric 
utilitv'  lobby. 

Proponents  of  a  federal  energ>'  pol- 
icy also  argue  that  we  need  to  reduce 
our  vulnerability'  to  a  disturbance  in 
world  oil  supplies.  But  it  is  impossible 
to  escape  global  shocks  to  world 
trade,  whether  a  countr\'  imports  oil 
or  not.  In  both  1980  and  1990,  Brit- 
ain, which  is  self-sufficient  in  oil,  sank 
into  deep  recession;  Japan,  which  im- 
ports virtually  all  nonnuclear  power, 
was  unscathed. 

Bootleggers  and  Baptists  both 
want  to  ban  liquor  sales  on  Sundavs. 
Similarly,  there  is  a  lot  of  mone\  to  be 
made  from  whipping  up  phony  ener- 
g\'  and  environmental  scares  and  then 
passing  a  law  requiring  the  public  to 
buy  snake  oil  as  the  oflFicial  cure. 
There  is  no  more  justification  for 
central  planning  in  the  energ)-  market 
than  there  is  in  the  copper  market. 
World  oil  resenes  are  larger  than  ever, 
and  \ast  areas  of  the  globe  may  soon 
open  to  exploration.  In  a  world  of 
rapidly  improving  technolog\-,  the 
worst  thing  we  could  do  would  be  to 
stifie  innovation  and  tlexibilit\  with 
rigid  rules,  and  their  inevitable  politi- 
cal favoritism. 

So,  next  time  someone  tells  you 
that  this  country'  badly  needs  a  feder- 
ally supported  and  mandated  cnergA 
policy,  ask  him  or  her:  W^ho  would  be 
the  real  benefician?  ^M 


Forbes  ■  October  14,  1991 


235 


FX)RBES  MARKET 


L 


HNANCIAL  SERVICES 


CORPORATE  ITEMS 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9)— including  some 
very  famous  names 
—which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  TheZweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance  of 
my  key  market  indicators  which 
helped  make  The  Zweig  Forecast 


»^  IN  PROFITS  for  the  whole  decade 
through  12/90  among  all  advisory 
services  tracked  by 
Hulbert.  (Past  results 
do  not  guarantee 
future  results.)  Call  to- 
day for  bonus  Per- 
formance Ratings  and 
gift  book  with  your 
Zweig  Forecast  trial. 
Time  IS  crucial.  g^TRA  BONUS 

Three-Month  Trial  $55. 
One  Year  $265.  Visa/MC. 
1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


Introductory  Trial 

Value  Line 
Only  |6a:$55 


An  introductory  subscription  to  The 
Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — ^Value  Line's  most 
recent  ratings  and  reports  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $66^  $55.  Available  only 
once  every  two  years  to  any  house- 
hold. 30  day  Money-Back  Guarantee. 

CaU  ToU-Free^'^ 
1-800-833-0046^ 

(txt.  2903-Dept.  316F14) 
American  Express,  MasterCard  or 
Visa.  7  days  week,  24  hrs.  a  day. 


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Call/Write  for  FREE  KPT: 

P.O.  Box  484-FB 
Wilmington,  OE  19699 

800-321-CORP  •  302-652-6532 
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MIRACLE  POLISHING  CLOTH 

Cleans/polishes   ANY   surface  like   magic 
Inslnnily'  Ternlic  10  second  demonstration'  Fast 
$3  49  sollof  pays  $?  90  profit*  Big  volume  Chain 
Sturo  ilpm   Exclusivo  Inrnlofy 

FREE  SAMPLE  '"p'r^Kr' 

QOQ      131^>b      WASHINGTON  AVENUE 
riuO     ST  LOUIS.  MO  63103-1989  USA 

Phone  or  write:  314-241-8464 


US 


Investment  Report 


Try  nsiR  for  immediate  access  to 

■  A  7-year  record  of  picking 
stock  market  leaders. 

■  Two  model  portfolios  with 
remarkable  results. 

B  Strategies  proving  low  risk 
can  net  better  returns. 

■  Pinpoint  stockpicking  as 
opposed  to  shotgun  choices. 

■  Easy-to-read  analyses  free 
of  technical  jargon. 

SEE  FOR  YOURSELF 

Four  issues  $39   One  year  S228 

Visa/MC    212-995-2963 

U.S.  INVESTMENT  REPORT 

25  Fifth  Ave,  4C,  NY,  NY  10003 


BUSINESS  OPPORTUNITIES 


THE  PAYPHONE  REVOLUTION 
THE  PAYPHONE 
COMES  OF  AGE 

CNN  Reports  "The  Compact  Tabic 
Top  Payphonc  Is  The  Strongest 
Force  In  The  Payphone  Industry 
Today"  It  Oilers  Convenience. 
AITordability  And  High  Prolils. 
Company  Hsiablishes  Locations 
Minimum  Capital  Required 
$22..'S()().  lor  Turnkey  Operation. 
Company  Financing  Available  For 
Larger  Investments   Call 
l-«00-«J9«»-IO«)3  LLC    l.ta. 


S    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES.  'ARMS  A  RANCHES 

FOR  SALE  BY  OWNERS 
MANY  OFFERING  OWNER  FINANCING' 
To  List  or  Buy  Call  Toll  Free  1-800-999  SALE 
..n>,    NO  BROKERAGE  FEES 
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GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 


Save 

50% 


FREE  CERTIFICATES! 

AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  and 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NGMBER  205-349-3765 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscaloosa,  Alabama  35403 


PERSONALIZED 

ENGRAVING  SERVICES 

PENS  (MONT  BLANC.  CROSS.  WATERMAN, 

COLIBRI.  ETC.I  PLAQUES.  EXEC  GIFTS. 

LOGOS  AND  SIGNATURES  AVAIL. 

"»48  HOUR  TURNAROUND*" 

PJZ  ENGINEERING  CALL  TODAY 

1 800-321-3508  I  800-273-1949  NJ 

9N0.  BEVERWYCKRD. 

fm  LK.  HIAWATHA  NJ  07034 


FRANCHISING 


Franchise 

your  business! 

For  the  expert  help  you  need 

to  become  a  franchisor, 
call  the  franchise  specialists. 

francotp' 

New  York  Chicago         Los  Angeles 

ijl  Py*  kttnvt  mW  CorftiOft  0- .*      tAM  *    Ct»t.'i  ».« 

He  yo««     N*    lOOK      Ot|mp.#  FitlBt    H  WM*l    lei  »-ff'»i    CA  WW 
(212)  922-3600    (TOS)  481-2900     (213)  33ft-OC00 

1-800-877-1103 


IR\\CHISr>OL'R 
BUSINESS  S2,%0 


IN  30  DAYS 

1  Year  Free  Consultation 

Top  Franchise  Pros. 


^1^ 


J  FRANCHISES 


THAT 
-iSELL 


b09-b62-(>446 


FRANCHISE 
YOUR  BUSINESS 
JUST  RELEASED: 

The  only  "Do  It  Yourself 
Franchise  Kit"  Low-Cost, 
Easy-to-Follow,  Free  Informa- 
tion call!  1-800-444-4199 


BUSINESS  SERVICES 


-RESEARCH  RHHMTS. 

19.278  academic  topics  availaDle' 
Send  $2.00  for  the  272-page  catalog 
Custom-written  reports  also  available 

11322  Idano  Ave    <f206FM. 

Los  Angeles.  CA  90025 

Toll  Free  Hotline:  800-351-0222 

(California:  213-477-8226) 


EDUCATIONAL  SERVICES 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 


Fo  INOft  Litt  MM  >H«IHH 


1-800-423-3244 

FAX  (213)  471-6456 


IwFrME* 

Pacific  Western  Lniversity 

600  >i  SeoAtdi  Bva  Oyt  \ti  \.ts  tf^fm  CA  900«9  . 
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FREE  COLLEGE  TAPE 


•  EXTERNAL  DEGREES  • 
TOLL  FREE  24  hr«!^(800)  7S9-OOOS 


CATALOG 

of  business  l}i)i>ks  Jt>r  sale 
by  the  i'.S.  Gtu'emmentf 

Frrr  Bumik-vx  (  Milof 

r>   ti.ncrnmcm  fhinttnn  »>ni»x 

vMluc  ol  Mirkrtini;     ^i.>p  ^^1 
VkiNhin(ti>>n    IH    .">   > 


EXECUTIVE  GIFTS 


•  16  lo  T?"  modeh  ore  Kond 
crofted  fron  solid  mohogony  wif+i 
hondpotnted  moricngs  and  detoiij 

•  0»er  160  models  -n  siocit 

•  Pnced  from  SW  50 

•  So'i!+oc*  or  gj3-c'"*e»d 

CaH  1-800-950-9944 


FURNITURE 


FREE  COLOR  CATALOG 


i 


Revolving  Bookcases.  Solid 
Mahogany  &  Other  Hardwoods. 
Factory  Direct  Prices 


ij  Time-N-TimberWoodcrafters.lnc. 
FB. Box  355.  Silverhill.AL. 36576 


1-800-368-3943 


COMPUTERS 


MtmRRYfTlPC 


INDUSTRIESINC 


Our  15th  year  of  DISCOUNTS 

Tandy*  Computers 

Radio  Shack''  phones  .    .  and  more 

Toll  Free  800-231-3680 
22511  Katy  F>wy.  Kaly  (Houston)  TX  77450 
1-713-392-0747     Fax  (713)  574-4567 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gcmstones.  Free  wholesale  catalog  sirKe 
1967'  Member  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville.  Kentucky  42345 

TOLL  FREE  l-800-«264352 


FORBES  MARKET/ 
CLASSIFIED 

Advertising  closing  date  is  one 
month  preceding  date  oi  issue. 

Frequency  discounts  available. 
Payment  must  accompany  order 
unless  from  accredited  agency. 

FOR  ADDinONJlL 

INFORMATION 
WRITE  OR  CALL: 

LINDA  LOREN 

FORBES  MARKET/ 

CLASSIFIED 

60  Fifth  Ave..  N.Y..  NY  10011 
(212)  620-2440 


EXECUTIVE  GIFTS 


For  Back  Relief  & 
Stress  Reduction 


Our  leather  executive  recliner  Is  like 
no  other  chair  in  the  world' 

Adjustable  from 
upright  to  a  fully 
horizontal         ,-■ 
position. 


Home 
Model 
Available 


RarkSaver     f^^^f^r  "•*'<>« 

PaCKOaver       i.§oo.251-2225of«rife 

53  JeHrev  Ave.  D*pl    F  62  Hoiliston.  MA  01746 


WINE  CELLARS 


WINE  CELLARS  BY 


28  HANDMADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦  MAbE  in  u  s  a 


FACTORY  DIRECT  TO  YOU  ^'^^Tsco'vTr^''' 


If 


MODEL 

DESCRIPTION 

APPRX  CAPACITY       |^^ 

YOUR 
COST 

U40 

Upright 

4GC                    S24<J5 

$1695 

700 

Upright 

600                     2995 

1995 

296 

Credenzo 

280                    2695 

1795 

114 

Compact 

114                     1395 

995 

230 

Two  Doors 

230                     1 795 

1195 

^OOFur? 

Fur  Vault 

8  to  10  Furs              2995 

1995 

"OOHH 

His  ana  Hers 

300  tXJftles  4/5  Furs        3995 

2995 

Designe 

snoh  wooanriodel  60  boflie  glass  door  8W 

659 

VInotemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  Box  6 1 6 1  E)  ♦  Los  Angeles.  C A  9006 1 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719-9518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS  WE  WILL  NOT  BE  UNDEf?SOLD  •  CAU  US  f!r<S^ 


COMMERCIAL  REAL  ESTATE 


OUTSTANDING  MANUFACTURING 
PROPERTY  AND  LOCATION 

Once  the  largest  food  processing  plant  (under  one  roof)  in  the  world;  over 
1,500,000  square  feet.  Suitable  for  many  types  of  manufacturing  uses,  easily 
sub-dividable.  Excellent  labor  market,  transportation  facilities,  and  geo- 
graphic location;  175  miles  from  New  York  City  on  93.75  acres.  Many  other 
attractive  business  advantages  and  amenities. 

For  further  information  please  call,  fax,  or  write:  J.L.  COLLIER, 

Compass  Foods,  3300  Pennsy  Drive,  Landover,  MD  20785 

Phone  (301)  773-9586;  Fax  (301)  322-5343 


CORPORATE  ITEMS 


IMAGE  BUILDERS 


Promote  your  business.. .Everyday 
low  prices  on...    ^ 


EMBROIDERED 
CAPS  AS      ■ 
LOW  AS 
$4.45 


IMPRINTED    . 
COFFEE  MUGS 
AS  LOW  AS 

$1.29 


Choose  from 

hundreds  of  items. 

CAU  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


It  keeps 

more  than 

memories 

alive 


THE  AMEKIGMSI  HEART 

ASSaiATION 
MEMORIAL  I'RCLRAM  • 


0 


Amehcan  Heart  AssocKStion 

provided  as  a  public  service 
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Backloading 


Analysts  Chris  Kotowski  and  Chen'l 
Svvaim  of  Oppenheimer  &  Co.  are 
bullish  on  banking.  They  think  the 
industry's  fundamentals  will  likely 
bottom  by  the  end  of  1992;  after  that 
they  expect  a  recovery  and  several 
years  of  growth.  So  even  after  the 
group's  big  move  in  1991,  the  ana- 
lysts think  there's  plent>'  of  upside  left. 

But  there's  no  need  to  hurr\'  into 
the  stocks.  In  a  recent  report,  Ko- 
towski and  Swaim  note  banks  topical- 
ly take  only  40%  of  their  losses  in  the 
first  half  of  the  year  and  60%  in  the 
second.  Although  their  published 
data  cover  only  1988-90,  they  say  the 
pattern  was  similar  during  the  fixe 
preceding  years.  Write  the  analysts: 
"This  phenomenon  of  backloading 
losses  during  the  year  is  in  particular 
driven  by  frequent  fourth-quarter 
'special'  charges  that  'clear  the  decks' 
for  the  following  year." 

Bank  stocks  apparently  follow  a 
similar  track.  In  each  of  the  past  five 
years,  say  Kotowski  and  Swaim,  bank 
stocks  did  much  better  in  the  first  half 
than  in  the  second.  In  short,  investors 
are  too  optimistic  in  the  first  half,  and 
sell  on  disappointment  in  the  second. 

Kotowski  and  Swaim  think  another 
round  of  "cleanup"  charges  is  a  dis- 
tinct possibility'  in  1991,  as  many 
banks  try  to  position  themselves  for  a 
sustained  recovery.  Hence  the  ana- 
lysts think  bank  stocks  may  disappoint 
later  this  year,  which  could  present 
buying  opportunities.  Among  their 
recommendations:  Bank  of  New  York 
(recent  nyse  price  of  SlVi),  Comerica 
(43  V4),  NBD  Bancorp  (42y4),  National 
Cit>'  ( 371/2),  Republic  New  York 
(66%)  and  Suntrust  {SSVs). 

Chilling  effect 

Thk  S.\i.()M()N  Brothers  Treasur>'- 
auction  bidding  scandal  seems  to  be 
sending  a  chill  through  those  who 
work  in  the  equities  market.  Street- 
walker reccnth'  spoke  to  an  analyst  at  a 
prestigious  Wall  Street  firm.  He  says 
that  in  the  wake  of  the  Salomon  scan- 
dal, he  no  longer  buys  any  stock  for 
his  own  account  that  he  has  officially 
recommended  to  his  firm's  clients. 
This,  no  matter  how  much  he  may  like 
the  stock.  It's  not  that  the  analyst 
thinks  he'd  have  a  problem  comply- 
ing with  his  firm's  ailes  on  when  its 


analysts  can  or  cannot  buy  the  stocks 
they  recommend.  It's  that  he  simply 
doesn't  want  to  leave  himself  open  to 
am'  charge  that  he  may  have  been 
involved  in  self-dealing. 

When  a  good  stock  picker  is  afraid 
to  own  his  own  picks,  it's  a  good  bet 
that  there  are  still  a  lot  of  unanswered 
questions  regarding  Wall  Street's 
trading  practices. 

Short  squeeze? 

WtL^T  IS  Fidelitv'  up  to.>  Short-sellers 
are  buzzing  that  the  mutual  fund 
colossus  (S144  billion  under  manage- 
ment) has  been  aggressively  buying 
widely  shorted  stocks  in  an  apparent 
attempt  to  squeeze  short-sellers  into 
co\'ering  their  positions.  Such  a  rush 
to  cover,  they  note,  would  send  the 
prices  of  these  stocks  higher,  helping 
Fidelity'  to  reap  nift\'  near-term  trad- 
ing profits.  FidelitN'  denies  this. 

The  shorts  point  to  the  action  in 
McDonnell  Douglas  during  the  latter 
part  of  August.  (About  5  million 
shares,  or  roughly  30%  of  McDon- 
nell's available  float,  are  currendy  sold 
short. )  Around  that  time  news  reports 
suggested  the  cost  overruns  on  the  C- 
1 7  cargo  plane  would  be  higher  than 
expected.  Previously,  the  company 
had  announced  the  founder's  son 
would  be  selling  stock. 

In  the  face  of  this  bad  news,  Mc- 
Donnell Douglas  did  not  collapse. 
Instead,  the  stock  would  often  mark 
time  during  most  trading  days,  then 
surge  on  a  few  late  blocks. 

One  battered  short  also  claims  that 
Fidelity'  has  cut  back  on  the  often 
lucrative  practice  of  lending  shares  it 
owns  to  short-sellers.  By  nt)t  lending 
stocks     like     McDonnell     Douglas, 


\\  hich  Fidelit}'  owns  a  lot  of,  the  big 
institution  could  conceivably  make  a 
brutal  short  squeeze  more  likely. 

Again,  Fidelin.-  denies  it  has  cur- 
tailed stock  lending.  Its  response  on 
McDonnell.'  "We  just  like  the  stock," 
says  a  spokesman.       -L.\ur.\  Jereski 

Drug  trade 

THERE'S  .\CTiON  in  the  drugstore 
business.  Privately  owned  Jack  Eck- 
erd  Corp.  recendy  proposed  the  take- 
over of  Revco  D.S.,  operating  under 
bankruptcA'  protection.  If  the  deal 
goes  through,  the  merged  company 
would  have  more  stores  than  any 
chain  in  the  U.S.  The  Eckerd  move 
should  come  as  no  surprise.  Accord- 
ing to  Economic  Analysis  Associates, 
a  research  firm  based  in  Stowe,  Vt., 
drugstores  are  a  relatively  strong  sec- 
tor in  a  lackluster  economy. 

The  best  stocks  in  the  group  moved 
up  strongly  earlier  in  the  year,  and 
have  marked  time  since.  But  as  the 
economy  recovers,  the  better  compa- 
nies may  well  begin  another  round  of 
appreciation. 

\Vhat  are  the  better  companies.* 
One  is  Deerfield,  111. -based  Walgreen 
Co.,  which  operates  over  1 ,600  stores 
in  29  states  and  Puerto  Rico.  In  the 
fiscal  year  ended  Aug.  31,  the  S6.7 
billion  (estimated  sales)  company 
earned  an  estimated  S 1 .60  a  share,  up 
13%  over  1990.  Projections  for  the 
current  fiscal  year  are  running  around 
SI. 85,  which  would  make  for  a  16% 
gain.  The  stock — recent  NYSE  price  of 
33 V2 — isn't  cheap,  at  18  times  antici- 
pated 1992  earnings.  But  it  belongs  in 
any  collection  of  drugstore  stocks, 
especially  if  it  can  be  bought  on  weak- 
ness. (There  are  123  million  shares.) 

Interested  in  a  smaller-cap  drug 
chain?  Check  out  S465  million  (esti- 
mated sales)  Genovesc  Drug  Stores, 
Inc.,  based  in  Mcl\-ille,  N.Y.  Over  75% 
of  its  stores  are  on  Long  Island.  For 
the  fiscal  year  ended  Jan.  31,  1991, 
earnings  doubled,  to  75  cents  a  share. 
It  will  earn  an  estimated  95  cents  in 
the  current  year,  and  S 1 .20  in  the  vear 
starting  next  Fcbruar>'. 

Inxestors  ha\e  lx"cn  bu\uig  mto 
these  prospects.  Ihe  CMass  A  st«.Kk — 
recent  Amex  price  of  12Mj — has  more 
than  doubled  in  1991  But  despite  the 
runup  the  stiKk  .still  trades  for  only 
ten  times  estimated  caniimp;  tor  the 
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fiscal  year  that  begins  in  just  five 
months.  There  are  7.4  million  shares, 
including  4.3  million  shares  of  super- 
voting  Class  B  stock,  more  than  half- 
owned  by  the  Genovese  family. 

Galling  Cincinnati 

Cincinnati  Bell  Inc.,  the  telephone 
holding  company,  serves  800,000 
network  access  lines  in  the  Cincinnati 
region  and  adjacent  portions  of  Indi- 
ana and  Kentucky.  But  a  ho-hum 
utility  it's  not.  That's  because  SI. I 
billion  (estimated  sales)  Cincinnati 
Bell,  unlike  other  companies  spun  off 
by  AT&T  in  the  1984  divestiture,  has 
no  antitrust  restrictions  on  its  lines  of 
business.  Thus  unrestricted,  it  has 
expanded  aggressively  into  software 
and  information  services,  areas  the 
Bell  regional  holding  companies  are 
clamoring  to  enter. 

Cincinnati  Bell  has  become  the 
leader  in  providing  third-party  ac- 
counting software  and  ser\'ices  to  the 
cellular  industr)\  Last  year  about  70% 
of  all  cellular  telephone  subscriber 
bills  in  North  America  were  processed 
using  its  systems.  In  the  wireline  in- 
dustry, principal  clients  include  AT&T 
and  its  own  phone  network.  The 
company  is  also  big  in  telemarketing. 

In  1990  Cincinnati  Bell  earned 
$1.44  a  share.  But  this  year  it  has  been 
hurt  by  the  recession  and  a  need  for 
higher  rates.  Worse,  it  took  $16  mil- 
lion, or  26  cents  a  share,  of  one-time 
charges  in  the  second  quarter.  These 
related  to  software  development  costs 
and  an  investment  in  at&e,  a  compa- 
ny that  has  filed  for  Chapter  1 1 . 

Since  the  writeoffs  were  an- 
nounced, the  Big  Board  stock  has 
dropped  over  20%,  to  a  recent  IS'/s. 
Indeed,  analyst  John  Bain  of  St.  Pe- 
tersburg's Raymond  James  &  Asso- 
ciates thinks  1991  earnings,  exclud- 
ing the  writeoffs,  will  be  only  80  cents 
a  share.  But  Bain  believes  earnings  will 
recover  to  $1.25  next  year  and  that 
the  stock  is  now  a  screaming  buy.  He 
also  notes  that  Cincinnati  Bell,  thanks 
to  its  software  and  information  busi- 
nesses, may  ultimately  make  a  dandy 
acquisition  candidate  or  partner  for 
one  of  the  regional  Bells.  Bain  thinks 
the  stock  will  go  to  24  over  the  next 
12  months.  Meanwhile,  it  sports  a 
handsome  4.2%  current  yield.  (There 
are  61.4  million  shares.)  ^ 
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This  is  the  way  you  always 
imaginedthe South  Pacific 


r^^  ATA«— '^ead  what 
iPlMMl*!*     Andrew  Harpers 
'exclusTve  guide  to  unspoiled 
says  about  Malcolm  Forbes' 
(Otic  Fiji  Island  paradis 


oiled  placQ^ 
rbes'       w 

1H# 


HideawayRep(jrt' 


It's  the  vacation 
of  a  lifetime  for 
$2,600  a  week! 


Contact: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81133 
(719)  379-3263 


% 


^ 
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Taken  as  a  whole,  Fyi  is 
perhaps  the  most  idyllic  and 
hospitable  archipelago  in  the 
South  Seas,  its  essence 
springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fyi  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  comer  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  frees 

and  wild  birds 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  fravelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  fraditional 
full-blown  social  resort,  but  rather 


.III  HUiinat<- '  ■  iL^i'  loiony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  er\joyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  maii- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  fropical  fish  and 
specimen  shells — 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  reia.\ing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific. . .  ■■ 


Fire  up  my  imagination! 

Send  me  a  free  color  brochure. 

Name 


n 


Zip, 
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Land.,  .wlmt  else  can  give  yon  so  muehpleasuranoir  and  for  years  to  eomeT 


■■■|ie  land  we're  offering  is  far 
I  Trom  the  crowds  and  rat  race  of 
JL  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  1WJ8 
Ft.  Garland,  CO  81 133. 


Obtain  the  Property  Report  required  tiv  I  odcr.ii  .m  i  m  r.'  i,i  •  i  ,>t,if,.  ,,.  nir 

ludged  the  merits  or  value  i(  any     ' 

statement  has  been  filed  with  ihe  : 

of  the  sale  or  lease  or  otter  (of  -  ' '  • 

upon  the  merils  of  such  olli-i 
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"The  more  things  change  .  .  ." 
70  years  ago  in  Forbes 

(From  ihkisslhofOc  1   15,  1921) 
"What    has    become    of   the    war 
towns — the  complete  cities  that  were 
built  up  almost  overnight  to  turn  out 
munitions  and  engines  of  war?  Hope- 


10.2%.  Each  customer  is  using  more  of 
the  industry's  product,  by  25%.  Yet  the 
unit  price  of  the  kilowatt  hour  has  been 
lowered,  by  1 1 .8%.  Because  of  this 
record,  the  electric  industry's 285,000 
workers  are  holding  their  jobs,  and 
their  S440  million  annual  payroll  is 
being  maintained." 


Hopewell,  Va.,  a  World  War  I  munitions  town,  became  a  thriving  industrial  center. 


well,  Va.  was  one  of  these.  ...  Its 
stores  were  closed,  its  theaters  and 
churches  boarded  up.  .  .  .  But  that 
wasn't  the  end  of  Hopewell.  Du  Pont 
offered  the  cit\'  and  plant  sites  for  sale, 
and  toda>'  the  once  deserted  tov\'n  has 
[become  a  thriving]  industrial  and 
commercial  center.  .  .  ." 

"The  tax  revision  bill  has  struck 
several  snags;  the  agricultural  inter- 
ests want  the  transportation  taxes  re- 
pealed; various  politicians  would  still 
,tiirther  reduce  the  rate  on  incomes  of 
515,000  or  less  and  substitute  there- 
fore a  graduated  levy  of  10%  to  20% 
on  incomes  of  corporations;  the  sales 
tax  still  has  its  adherents;  and  there  are 
those  who  insist  on  continuing  heavy 
taxes  on  large  incomes." 

60  years  ago 

(  From  thk  isslk  of  ()c:r  15,  1931 ) 
"President  Hoover  and  his  Adminis- 
tration are  faced  with  the  increasingly 
difficult  situation  at  home.  Treasury 
receipts  for  the  first  quarter  of  the  new 
fiscal  year  ended  in  September  contin- 
ue to  decline  rapidly  and  amounted  to 
less  than  $590  million,  a  drop  of 
nearly  $250  million  from  the  same 
period  last  year.  Total  government 
revenue  is  now  estimated  to  fall  belov\ 
$3  billion  .  .  .  compared  with  well 
over  $4  billion  in  1930." 

"Today   the   electric   industry   has 
more  domestic  customers  than  it  had 
in  1 92 8 ,  by  9 . 3% .  The  average  custom 
er's  yearly  bill  has  been  stepped  up,  b\' 


50  years  ago 

(  From  THK  ISSUE  OF  Oct.  15,  1941) 
"Don't  you  rate  our  automotive  in- 
dustry as  the  best-managed  in  Ameri- 
ca? I  have  long  regarded  it  as  such. 
Now  more  so  than  ever  before.  No 
other  industn'  has  been  so  heavily 
relied  upon  by  the  government  since 
the  nation  became  imperiled.  It  has 
proved  preeminently  resourcefiil, 
preeminently  responsive  to  defense 
demands,  preeminently  prompt  and 
efficient  to  readjust  its  operations  to 
produce  the  most  vital  armaments  in 
enormous  quantity." 

-B.C.  Forbes 
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"A  plastic/mahogany  airplane  will 
soon  fly  into  the  civilian  market. 
Though  conventional  in  design  (a 
low- winged,  tsvin- motored  model), 
the  plane  gets  around  the  industry's 
problem  of  getting  materials." 


years  ago 


Forbes'  Oct.  15, 1941  cover  saluted 
the  auto  industry's  dual  production. 


25 

(From  iHKissL'KoFOcr  15,  1966) 
"The  middle-income  family  is  on 
the  rise.  A  National  Industrial  C^on- 
ference  Board  study  says  that  just  after 
World  War  II,  one-third  of  all  U.S. 
income  was  earned  by  households 
with  the  current  annual  equivalent  of 
$7,000  to  $15,000;  today  this  in- 
come bracket  controls  more  than  half 
of  all  earnings.  In  the  early  1940s, 
households  earning  less  than  $5,000 
(in  1965  dollars)  represented  two- 
thirds  of  all  families;  now  they  are 
down  to  one-third." 

"It's  past  time  certified  public  ac- 
countants were  called  to  account  for 
practices  that  are  so  loose  that  they 
can  be  used  to  conceal  rather  than 
reveal  a  company's  true  financial  pic- 
ture. The  owners  of  public  companies 
and  the  analysts  who  recommend 
purchase  or  sale  of  their  securities 
used  to  think  they  could  rely  on  the 
honestv'  of  financial  statements  certi- 
fied by  reputable  outside  auditing 
firms.  But  in  some  very  spectacular 
situations,  it  has  turned  out  that  such 
certification  was  not  of  the  value  .  .  . 
that  the  public  thought." 

10  years  ago 

(  From  thk  issi^k  of  Oct  12,  1 98 1 ) 
"When  will  the  [stock  market]  fall  be 
over.^  Until  then,  each  new  low 
prompts  another  round  of  margin 
calls  and  the  slump  feeds  itself  Still, 
daily  trading  volume  in  this  bear  mar- 
ket has  tended  to  be  on  the  low  side. 
Several  analysts  believe  that  the  mar- 
ket needs  to  purge  itself  before  bot- 
toming out." 

"Economically  speaking  we're  get- 
ting to  be  a  one -issue  nation.  Wc  tend 
to  concentrate  all  our  attention  on  a 
single  aspect  of  a  problem  rather  than 
on  the  problem  as  a  w  hole.  Only  a  few 
years  ago  e\er\'body  was  obsessed 
with  the  energy  crisis.  Then  it  was  the 
falling  dollar  and  the  U.S.  trade  im- 
balance. Right  now  the  single  issue  is 
the  size  of  the  federal  deficit."       §■ 
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When  the  worms  are  scarce, 
what  does  a  hen  do  ?  Does 
she  stop  scratching?  She 
does  not.  She  scratches 
all  the  harder.  A  lot  of 
businessmen  have  been 
showing!  less  sense  than 
a  hen  since  orders  became 
scarce.  They  have  laid  off 
salesmen;  they  have 
stopped  or  reduced  their 
advertising;  they  have 
simply  resigned  themselves 
to  inaction  and,  of  course., 
to  pessimism.  If  a  hen 
knows  enough  to  scratch 
all  the  harder  when  the 
worms  are  scarce,  surely 
businessmen  .  .  .  ought  to 
have  gumption  enough  to 
scratch  all  the  harder  for 
business. 


-B.C.  Forbes 


Change  is  no  modern  invention. 

It  is  as  old  as  time  and 

as  unlikely  to  disappear.  It 

has  always  to  be  counted  on 

as  of  the  essence  of  human 

experience. 

-James  Rowland  Angell 

Self  restraint  is  feeling 

your  oats  without  sowing  them. 

-Shanon  Fife 

If  by  the  time  we  are  60  we 
haven't  learned  what  a  knot 
of  paradox  and  contradiction 
life  is,  and  how  exquisitely 
the  good  and  bad  are  mingled 
in  every  action  wc  take,  and 
what  a  compromising  hostess 
Our  Lady  of  Truth  is,  we 
haven't  grown  old  to  much 
purpose. 
-John  Cowper  Powys 

Remember,  when  the  peacock 
struts  his  stuff  he  shows  his 
backside  to  half  the  world. 
-Hervi:  Wiener 


A  Text ... 

Know  ye  not  that  ye  are  the 
temple  of  God,  and  that 
the  Spirit  of  God  dwelleth 
in  you?  If  any  man  defile 
the  temple  of  God,  him 
shall  God  destroy;  for  the 
temple  of  God  is  holy, 
which  temple  ye  are. 
-I  Corinthians  3:16-17 


Sent  in  by  Mulfbrd  C.  Lock- 
wood,  Bowling  Green,  Ky. 
What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is  pre- 
sented to  senders  of  texts  used. 


When  'Omer  smote 

'is  bloomin'  lyre, 
He'd  'card  men  sing 

by  land  an'  sea; 
An'  what  he  thought 

'e  might  require, 
'E  went  and  took — 

the  same  as  me! 
-Rudyard  Kjpi.ing 

It  is  not  only  our  errors 
which  ruin  us,  but  our  way 
of  conducting  ourselves 
after  committing  them. 

-YVEHE  Gil. BERT 

The  driver  is  safer  when  the 
roads  are  dr\',  and  vice  versa. 
-Anonvmoi's 


More  than'9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  tO:  Forbes  Inc.,  60  Fifth  Ave..  New 
York,  N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Lending  money  to  your  children 
is  comparable  to  a  bank 
lending  money  to  a  Third  World 
country:  You  never  get  the 
interest  back,  let  alone 
the  principal. 
-Joe  Long 

Art  is  the  most  frenzied  org\' 
man  is  capable  of. 

-]f..\S  DUBLFFET 

Everyone  seems  to  assume  that 
the  unscrupulous  parts  of 
journalism  will  be  the 
frivolous  or  jocular  parts. 
This  is  against  all  ethical 
experience.  Jok,:s  are 
generally  honest.  Complete 
solemnit)'  is  almost  always 
dishonest.  The  writer  of  the 
snippet  merely  refers  to  a 
frivolous  and  fiigitive  fact  in 
a  frivolous  and  tligitive  way. 
The  writer  of  the  leading 
article  has  to  write  about 
a  fact  he  has  known  for  20 
minutes  as  though  he  has  studied 
it  for  20  years. 
-G.K.  Chesterton 

Boldness  becomes  rarer, 
the  higher  the  rank. 
-Kari.  von  Cl\use\vitz 

The  ver\-  essence  of  romance  is 
uncertaint>'.  If  I  ever  marr>-, 
I'll  tr\-  to  forget  the  tact. 
-Oscar  WiLOE 

Sometimes  the  pilgrimage  irrom 
rags  to  riches  is  a  journey 
from  rage  to  wretchedness. 

-R.M.  HUBER 

The  greatest  dangers  to  libcrt>" 
lurk  in  insidious  encroachment 
bv  men  t>f /eal,  well  meaning 
but  without  understanding. 
-Louis  BR.\Nr)Eis 

When  men  and  \\  omen  agree,  it's 
only  in  their  conclu.sions; 
their  reasons  always  difter. 
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If  you've  always  believed  the  only  way  to  get  an 
agile,  aero-styled,  high-performance  sedan  was  to 
buy  small,  you're  in  for  a  big  surprise.  It's  time  to 
forget  the  past,  and  get  to  know  the  all-new  1992 
Pontiac  Bonneville." 

Under  its  beautifully  redesigned  shape  lurks  a 
potent  170  horsepower  3.8L 
with  tuned  port  sequential  fuel  injection  locked 
onto  an  advanced  4-speed  automatic.  Available 

and  a  precision- 
engineered,  road-gripping  sport  suspension  for  out- 
standing control,  stopping  or  steering.  Available 
advanced  T7^mfff?V9ffTT77^  tor 
superb  power  application  on  slippery  surfaces. 
Bonneville  even 


features  a  standard 

for  additional  safety  assurance. 

That's  the  technical  side.  But  to  really  get  the 
feel  of  the  new  Bonneville,  you've  got  to  get  behind 
the  wheel.  Notice  how  the  solid-feeling  controls 
react  smoothly  to  the  touch.  How  the  analog  gauges 


are  well-defmed  for  quick,  decisive  reads.  How  the 
whole  cockpit  is  driver-oriented,  and  designed 
for  performance.  Then  remind  yourself  this  is  a 


four-door  sedan  that  can  easily 
and  comfortably  carry  six  adults. 

The  all-new  1992  Bonneville.  Introduce  yourself 
at  your  Pontiac  dealer  soon.  Just  be  prepared  for 
an  attitude  adjustment  to  take  place.  V^ry, 
very  quickly.  
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Aetna  has  a  team 
of  nurses  who  counsel 
expectant  mothers  in 
our  prenatal  program 
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THE  FORBES  FOUR  HUNDRED 


Introduction  145 

For  ten  years,  the  richest  people  in 
America  have  endured  Schumpeter's 
"chaos  of  creative  destruction."  The 
process  says  a  lot  about  America. 


The  Slippery  Slope  Of  Wealth      38 

By  George  Gilder 

A  Schumpeterian  thinker  on  The 
Forbes  Four  Hundred:  It  had  a  lot  of 
turnover  in  the  1980s,  the  sign  of  a 
healthy  economy.  A  stagnant  Four 
Hundred  means  a  stagnant  economy. 
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298 
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Price  Break  For  The  Rich  49 

By  Manjeet  Knpalani 

How  a  strong  dollar  helps  you  beat 
inflation,  especially  if  you're  in  the 
market  for  John  Lobb  shoes  and 
Tumbull  &  Asser  shirts. 

$plit$ville  56 

By  Gail  Buchalter 

Divorce  Forbes  Four  Hundred  Sn,'le. 
Our  advice  to  gold  diggers:  Stay  mar- 
ried; breaking  up  is  ver\'  hard  to  do. 

Amazing  Grace  62 

By  Christie  Brown 

Why  Walter  Annenberg  turned  down 
SI  billion  and  why  New  York's  Met- 
ropolitan Museum  of  Art  should  be 
even  more  gratefiil  than  it  is. 

Singing  For  The  IRS  81 

By  Matthew  Schifnn  and  Christopher  Palmen 
It's  tough  to  be  a  celebrir\'  entertainer 
and  stay  seriously  rich.  If  the  ta.\es 
don't  get  you,  the  handlers  will. 


Shirtsleeves  To  Shirtsleeves  34 

By  Laura  Jereski 

As  the  Kennedy  family  grows,  its  un- 
derlying wealth  is  being  dissipated. 


38 


^  > 


ESSENTIALLY 


DISTINCT 


SUPREMEL 
CONFIDE 


I 


'^wsw/i 


-•'*»  ^^ 


Business  Plans  For 

The  Millennium  86 

By  Subrata  N.  Chakravartyand  Kathleen  K.Wiegner 
Bill  Gates,  Steve  Jobs,  Wayne  Hui- 
zenga,  Gordon  Moore  and  four  other 
entrepreneurs  of  vision  from  our  list, 
on  the  next  great  opportunities  to 
make  a  fortune. 

No  Guts,  No  Glory  98 

By  Stanley  H.  Brown 

You  think  times  are  tough  these  days? 
Try  the  Depression  1930s,  when  sev- 
eral Forbes  Four  Hundred  fortunes 
got  their  start. 

The  Best  Deposit  Insurance         106 

By  James  Grant 

George  Fisher  Baker  got  very  rich 
running  a  bank.  Is  anybody  getting 
really  rich  running  banks  today? 
That's  probably  why  our  banking  sys- 
tem is  so  sick. 

Where  Are  The  Dons'  Yachts?      121 

By  James  Cook 

Why  John  Gotti  and  the  rest  of  the 
Mafia  aren't  on  The  Forbes  Four 
Hundred  and  probably  never  will  be. 

The  Pendulum  Slips  Back  137 

By  Kevin  Phillips 

History  and  recent  polls  suggest  the 
1990s  will  be  more  hostile  to  wealth 
accumulation  than  the  1980s  were. 

Turning  Garbage  Into  Gold        142 

By  Marcia  Berss 

John  Rangos  realized  much  of  Pitts- 
burgh's industrial  waste  wasn't 
worthless.  Thus  was  born  one  of  the 
newer  and  larger  personal  fortunes. 

Statistical  Spotlight: 

Coattails  To  Ride  304 

By  Wendy  Tanaka 

Had  you  invested  in  the  public  com- 
panies underlying  many  of  the  for- 
tunes in  the  first  Forbes  Four  Hun- 
dred (and  held  on),  your  net  worth 
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The  Kid  Who  Turned  Computers 
Into  Commodities  318 

By  Claire  Poole 

Michael  Dell  of  Dell  Computer  is  26, 

self-made  and  on  The  Four  Hundred. 

*Tm  Stm  Floored"  324 

By  William  P.  Barrett 

How  John  Moores  wrote  a  program, 
made  over  $360  million,  and  spends 
half  his  time  shopping. 
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Where  Did  The  Hot  Tubs  Go?     328 

By  Jerry  Flint 

The  American  limousine  isn't  what  it 
was  just  a  couple  of  years  ago.  And 
that  says  a  lot  about  consumption  by 
the  rich  in  the  1990s. 

Careers:  Raising  The  Levels 

Of  Hope  And  Expectations  332 

By  Sandy  Sheehy 

When  the  very  rich  attack  one  of  our 
biggest  social  problems — chronic 
poverty — what  are  their  weapons  of 
choice?  Try  hope  and  education. 
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It  wor/t  m 
before  it  flies. 


72,000.  To  84,000.  To  95,000.  No  one  has 
to  tell  you — thrust  levels  for  the  new  wide- 
body  twins  started  high.  Have  gone  up.  And 
will  go  up  again. 

You  need  an  engine  that  can  keep  up. 

Enter  the  GE90.  The  only  engine  speci- 
fically engineered  to  take  you  through  every 
version  of  the  new  widebody  twins. 

Designed  for  100,000  pounds  of  thrust, 
it  can  easily  be  derated — all  the  way  down  to 
72,000.  Making  it  the  most  versatile  engine 
you  can  buy 

For  all  its  power,  the  GE90  will  have  less 
noise.  Less  emissions.  Less  fuel  consumption 
(up  to  5%  better  than  the  competition). 

And  the  reliability  only  a  derated  engine 
can  deliver. 

Nothing  compares  to  the  GE90.  Designed 
from  day  one  to  take  you  into  the  future. 

Being  built  in  conjunction  with  SNECMA  of  France,  IHI  of  Japan 
and  FiatAvio  oj  Italy. 


GE  Aircraft  Engines 

Keeping  the  F 
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Riding  the  waves 

I  WISH  MOVIEMAKER  Oliver  Stone  and  other  purveyors  of  trendy 
leftism  in  the  movies  and  the  media  would  read  and  comprehend 
George  Gilder's  essay  in  this  issue,  "The  slippery  slope  of  wcakh" 
(ct^ies  to  Tom  Harkin).  Especially  this:  "The  central  drama  of 
economics  is  not  the  struggle  between  rich  and  poor — their  interests 
aren't  all  that  divergent — but  the  struggle  between  the  past  and  the 
future,  between  the  capitalist  drive  to  invest  in  new  ventures  and  the 
socialist  impulse  to  preserve  existing  jobs,  businesses  and  concentra- 
tions of  wealth."  Econo- 
mist Joseph  Schumpeter, 
from  whom  Gilder  takes  his 
in^iradon,  described 

^Svaves  of  creative  destruc- 
tion" sweeping  aside  old 
businesses,  old  ways, 
sweeping  in  the  new.  Tur- 
bulent, frightening  and  un- 
settling as  these  waves  may 
be,  try  to  tame  them  and 
you  end  with  a  stagnant 
economy.  Page  38. 

The  Forbes  Four  Hun- 
dred is  a  quite  sensitive  in- 
dicator of  these  tides.  How 
so?  Because  when  the  heavy 
hand  of  the  government  is  ^^^H 
on   the   economy,  wealth 

tends  to  stagnate  and  stays  in  the  same  old  hands.  But  when,  through 
lowered  taxes  and  deregulation,  the  ecoo<Mny  flourishes,  all  hell 
breaks  loose  among  The  Fcaijes  Four  Hundred.  Old  frxtimcs 
anchored  in  the  established  industries  arc  washed  away;  new  ones  are 
thrown  up. 

Happily  for  the  economy,  constant  turmoil  characterized  The 
Four  Hundred  in  the  1980s.  Of  the  400  richest  Americans  in  1982, 
only  171  remain  on  the  list  in  1991.  Most  of  the  230-odd  dropofik 
were  pushed  off  by  newcomers.  Mark  this:  Only  160,  40%  of  The 
Four  Hundred,  simply  inherited  their  wealth. 

Harry  Seneker  supervised  The  Four  Hundred,  as  he  has  every  year 
since  it  started.  I  asked  him,  **Could  you  identify  a  typical  rich 
American?"  After  lots  of  thought  and  lots  of  checking  the  computer 
for  patterns,  he  announced  that  there  was  no  such  thing  as  a  typical 
rich  person.  A  good  number  of  them,  however,  did  have  one  thing  in 
common:  Their  wealth  was  newly  minted  and  came  from  cashing  in 
on  the  social  and  technological  changes  of  the  past  few  decades. 
Riding  those  waves  of  creative  destruction,  as  it  were. 

So  if  Oliver  Stone  wants  a  good  villain  for  his  next  nnovie,  instead  of 
a  Wall  Street  dcalmakcr,  why  not  a  p>opulist  politician  or  a  Harvard 
prof  advocating  government  regulation  and  *Hndustrial  policy"? 

This  special  issue  is  more,  much  more,  than  just  a  gossipy 
chn)nicling  of  the  rich — as  a  glance  at  the  tabic  of  contents  will  show. 
Harry  Scnekcr  was  ably  assisted  this  year  by  Jody  Brcnnan,  Lisa 
Coleman,  Jason  Halpcrin,  CHarita  Jones,  Dolores  lataniotis,  Evan 
McGlinn  and  Wendy  Tanaka. 


George  Gilder 


d/-  94^j^-^^ 


Editor 
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CORUM*  Gold  Coin  Watch.  An  authentic 

$20  American  gojd  piece  halved. 

The  movement  is  cushioned  between  the  halves 

and  encased  in  18  karat  gold. 

Swiss  hand-crafted. 

Water-resistant. 
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Gross  pay 

Agneta  Gruss  Gillen  says  she 
thought  ex-husband  Martin  Gruss 
was  rich,  but  she  had  no  idea  how  rich. 
Then  Martin,  son  of  former  Four 
Hundred  member  Joseph  Gruss, 
bragged  to  Forbes  that  he  was  worth 
$250  million  (Jan.  8,  1990). 

So  Agneta,  a  blonde  Swedish  ex- 
stewardess,  is  trying  to  reopen  their 
1988  divorce  settlement,  in  which  she 
got  3.6%  of  Martin's  assets.  Why  did 
she  settle  for  so  little?  In  court  papers 


Divorcee  Agneta  Gruss  Gillen 

"Rir  me,  $30,000  a  year,  taxable?  No. 


Agneta  claims  to  suffer  from  "Swed- 
ish Mentality  Syndrome,"  a  Nordic 
emotional  disorder  whose  victims, 
she  says,  are  incapable  of  confronting 
unpleasant  feelings.  That  paralyzing 
affliction,  she  adds,  allowed  Martin  to 
completely  dominate  their  15 -year 
marriage  and  dictate  the  terms  of  their 
divorce  setdement. 

Martin  Gruss  did  not  return  phone 
calls  seeking  comment.  But  Agneta's 
chances  of  getting  more  money  are 
slim.  After  freely  accepting  the  origi- 
nal setdement,  she  must  now  show- 
either  that  Martin  fraudulently  hid 
assets  or  that  the  agreement  is  grossly 
unfair  under  the  New  York  State  doc- 
trine of  equitable  distribution.  Tough 
to  prove:  Agneta  and  her  two  children 
with  Martin  draw  on  a  trust  that  spews 
out  $1  million  a  year  in  income.  They 
live  in  a  $6  million  house  in  posh 
Bedford,  N.Y.  and  ttx)l  around  in  a 
Rolls  Roycc  and  a  C^adillac. 

Agneta's  complaint  was  thrown  out 
of  New  York  State  Supreme  Goun  last 


year  and  is  now  before  a  state  appel- 
late court.  And  Martin  isn't  nearly  as 
rich  as  she  thinks.  Forbes  f)cgs  Martin 
and  his  father  together  at  some  $270 
million.  Agneta  says  her  real  desire  is 
to  get  out  from  under  Martin's  con- 
trol. Nearly  20  years  after  she  last 
worked  ftiU  time,  would  Agneta,  46, 
consider  getting  a  job?  "For  me,  earn- 
ing $30,000  a  year,  taxable,  with  one 
week  vacation?"  she  asks,  incredu- 
lously. "No.  It  wouldn't  work."  And 
she  doesn't  have  to. 


I  The  trouble  with  Harold 

Harold  Browns  days  as  Boston's 
biggest  landlord  look  to  be  num- 
bered. The  66-year-old  developer 
used  inflated  cash  flows  on  his  apart- 
ment and  commercial  buildings  to 
borrow  more  from  eager  banks  and 
expand  his  empire.  Brown  fooled 
Forbes,  too,  convincing  us  he  was 
worth  some  $500  million.  His  true 
net  worth  became  clear  last  March 
when  Brown  filed  for  personal  bank- 
ruptcy after  negotiations  witii  his  35 
banks  broke  down  (Forbes,  Aug.  5). 
The  filing  enabled  Brown  to  keep 
control  of  his  properties — but  maybe 
not  for  long.  Last  month,  in  a  separate 
dispute  between  Brown  and  United 
States  Trust  Co.,  Massachusetts 
bankruptcy  court  Judge  William  Hill- 
man  wrote  in  a  preliminary  decision 
that  the  bank  could  collect  rents  from 
defaulted  Brown  properties  on  which 
it  had  lent  $18  million.  The  decision 
would  shift  effective  control  fiDm 
Brown  to  United  States  Trust,  by 


^  Busted  Boston 
I  landlord 

Harold  Brown 

Nowktsl 


giNing  the  bank  the  rent.  It  vsTHild 
open  the  dtx>r  for  Bnn\Ti's  other  bank 
lenders  to  seek  the  same  deal. 

Brown  has  himself  tt)  blame.  Unit- 
ed States  Trust,  rim  by  friend  lames 
Sidell,  had  gcncn>usly  agreed  to  let 
Brown  manage  the  pn>[X"rtics  and,  in 
one  cxse,  to  nive  him  s<.>me  of  the  sak 
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'Frankly,  a  lawsuit  against  the  directors  could  wipe  me  out.  I'm  glad 
the  bank  has  Chubb  for  our  D&.0  insurance." 


Todays  economic  conditions  have  pushed  directors  and  officers  of  financial  institutions  into 
the  legal  spotlight.  Personal  liabilities  can  run  mto  the  millions.  With  the  stakes  this  high,  it  makes  sen^^ 
to  have  Chubb  tor  your  D&O  insurance.  Chubbs  Department  of  Financial  Institutions  offers  special- 
ized protection  that  can  help  minimize  the  unique  risks  taced  by  banks,  brokerages  and 
insurance  companies.  To  find  out  more  about  our  D&O  coverage,  speak  with  your  agent 
or  broker,  or  call  1-800-36  CHUBB.  CMUBO 

For  promot  lonal  purposes.  Chubb  refers  to  member  insurers  of  the  Chubb  Group  of  Insurance  Onnpanies  who  issue  coverage.  .  t^ 

Chubb  IS  proud  to  participate  in  "American  Playhouse!"  Watch  iot  it  on  PBS. 
Photographed  at  the  Port  Authontv  of  NY  and  NJ  Downtown  Manhattan  Heiipvirt. 


irty  fingernails. 

Dorft  be  surprised 

if  you  see  them  from 

time  to  time  at  Suzuki* 

On  management*  This,  after 

all,  is  a  company  created  by  engi- 

neers.  And  engineers,  as  a  rule,  are 
hands-on  people.  If  it  can  be  improved 
upon,  made  more  reliable,  more  efficient, 

more  durable,  an  engineer  will  try  to  make  it 
so.  lt*s  this  relentless  drive  that  has,  am^ong  other 

things,  made  Suzuki  cars  and 
motorcycles  so  easy  to  drive 
relentlessly.  Our  sport/ 

utility  vehicles,  for 

example,  have  proven 

themselves  from  the 

isolated  backways  of 


CI9*I 


Tke  Sno^  4-doar  SicUkk*  ^4 . 
Alvv^  too^i  csoB^k  to  twc  oa 


SaskatxJiewan  to  the  broad  avenues  of  Manhattan.  Nor  is  out 
off-road  activity  confined  strictly  to  roads.  Suzuki  also  builds 

outboard  motors,  many  of  wiiich  have  been  known 

to  far  outlast  the  boats  they  were  built  for.  We 

build  generators.  Pumps. 

Even  lawnmower  engines. 

And  in  so  doing,  the 

engineers  at  Suzuki 

have  in  turn  engineered 

something  equally 

impressive:  Suzuki  itself. 

A  company  with  over 

12,500  empkyees,  nearly  50  assembly  plants,  and 
operations  in  more  than  150  countries  the  world  over.  It's 
because ,  at  Suzuki ,  we  aren't  afraid  to  get  our  hands  a  litde  dirty 
Especially  if  diat  helps  us  do  a  better  job  of  making  diings  peopk 
can'twait  to  get  their  hands  on.         ^^^  SU7UIC^I 

A  company  bulk  by  engineers.  ' 


.No 


One  of  oar  MKac  pofnla' off-road 


lur  winter 
just  imagine  suminer. 


9641  Sunset  Biiulevard.  Revedv  HilLs,  Califcwnia  90210 
(215)  276-2251  •  l^rccr  Reseivariims  (800)  285-8885  •  1^>lex:  188586  -TWX  910490-2580 


Management 

Recruiters. 

No  excuses.no  alibis 

Just  maximum 

recruiting 

performance. 
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Perfomnance,  tyit  pfomifie^,  from  the  largest 
recruiting  firpi  ihthe  world.  Our  contingency  fee  " 
stn||Cture  assures  your  satisfaction.  LxK>k  in  the    . 
>^   /,'  white  pag<»  for  the  office  nearest  you.  if 
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proceeds  even  if  the  bank  didn^t  ftilly 
recoup  its  loan.  But  Brown  spumed 
the  offer,  leaving  Sideil  no  choice  but 
to  take  him  to  court.  -Laura  Jereski 


The  Toyota  mnti]^ 

James  Moran  didn't  get  to  be  the 
world's  largest  independent  Toyota 
distributor  by  being  a  nice  guy.  His 
Southeast  Toyota  Distributors,  which 
sells  cars  in  the  Carolinas,  Alabama, 
Georgia  and  Florida,  makes  Moran, 
73,  worth  $700  million  (Oct.  23, 
1989).  But  business  associates  seem  to 
be  tiring  of  his  aggressive  tactics. 

Earlier  this  year,  a  fcMiner  North 
Carolina  franchisee  alleged  in  a  peti- 
tion to  state  regulators  that  Southeast 
violated  a  1988  consent  decree  by 


Jim  Moran,  master 
car  salesman 


continuing  to  give  special  allotments 
of  cars  to  &vored  dealers.  In  an  earlier 
suit  that  led  to  the  decree,  three 
Southeast  dealers  said  they  were  de- 
nied their  fair  share  of  cars  for  refiising 
to  comply  with  a  false  sales -reporting 
scheme  designed  to  increase  South- 
east's allocation  of  cars  from  Japan. 

hi  a  regulatory  hearing  scheduled 
to  start  in  November,  two  former 
Southeast  executives  arc  expected  to 
testify  that  they  and  other  company 
officials  lied  about  the  company's 
sales  practices  in  the  earlier  case.  The 
judge  could  revoke  Southeast's  li- 
cense to  operate  in  North  C^arolina. 

Mtxe  than  a  dozen  other  suits  have 
been  launched  against  Moran  by  cur- 
rent and  fcxmcr  Southeast  dealers  al- 
leging ctxrrcivc  sales  practices,  includ- 
ing one  set  to  go  bcfixr  a  state  court 
jury  in  Darlington,  S.C  in  January. 

In  an  August  statement,  Moran  said 
nearly  all  those  dealers  ^^ckiscd  their 
businesses  ouing  large  sums  t>f  m<ioey 
to  us  and  tKhcr  crediting. "  1  Ic  added, 
"ITkisc  who  have  neither  the  talent 
nor  the  management  skills  to  sell  (Hir 
pnxlucts  hive  only  themselves  to 
blame."  -CIraham  Brnxw  ^ 
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FACT: 

Not  Your  Attorney, 

Not  Your  Accountant, 

Not  Your  Investment  Advisor, 

ONLY  a  Life  Insurance  Company  Brings 

You  a  Check  to  Pay  Your  Estate  Taxes  at  a  Discount 

Much  has  been  written  about  the  value  of  life  insurance  and  the  ways  in  which  this 
financial  tool  can  help  significantly  reduce  estate  taxes.  The  subject  is  complex  and  the 
advice  given  is  often  conflicting,  confusing  or  misinformed.  For  individuals  with  assets  above 
$3  million  this  issue  is  critical.  But  for  those  who  know  the  facts  about  life  insurance  and 
estate  planning,  the  answers  are  simple. 


The  Wealth  Creation  Centers  concept 
simply  involves  transferring  money  to  an 
irrevocable  trust.  Then,  the  trust  purchases  a 
one-payment  life  insurance  policy  based  on 
current  assumptions.  Upon  death,  the 
policy  produces  the  money  to  pay  the  estate 
taxes  at  a  substantial  discount.  Uncle  Sam 
receives  the  full  estate  tax  due  while  your 
family  can  retain  the  full  value  of  your 
estate.  (For  trust  and  tax  information  see 
your  own  accountant  or  attomey). 

Barry  Kaye  wrote  the  book  on  how  to 
"Save  A  Fortune  On  Your  Estate  Taxes." 
Let  the  man  who  wrote  the  book  resolve 
your  problem. 


84%  DISCOUNT  ON  YOUR 
ESTATE  TAX  COST 

$792,731  Transferred  to  Irrevocable  Trust  Pays 
$4,948,000  Tax  on  Your  $10,000,000  Estate* 


GAIN 
$4,155,269 


TRANSFER 
$792,731 

or 
$146,963 

Yearly 
for  7  years 


6.2  TO  1  RETURN 
$4,948,000 


EQUAL  AGE  70/70 
1991  Barry  Kaye  Associates 


Based  on  current  assumptions 


^ 


Reduce  your  Estate  Tax  Costs  up  to  90% 

If  your  estate  is  worth  $3  million  or  more,  call  for  a  free,  no-cost,  no-obligation  proposal  and 

our  book:  Save  A  Fortune  On  Your  Estate  Taxes  which  describes  our  concepts. 

Call  the  original  creators  of  the  estate  tax  cost  discount  program  now. 

1-800-662-5433 


Wealth  Creation  Centers 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

1901  AVENUE  OF  THE  STARS.  SUITE  500 
LOS  ANGELES.  CA  90067 
213-277-9400  FAX:  213-282-0775 

*  Based  on  current  assumptions    ©1991  Wealth  Creation  Centers 


Barry  Kaye.  author  of 
Save  a  Fortune  cm 
Your  Estate  Taxes 
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Had  news  for 
the  Newhouses 

The  Internal  Revenue 
Service  has  just 
achieved  a  stunning 
court  victory  over  the 
billionaire  Newhouse 
family.  The  case  con- 
cerns the  Newhouses' 
$320  million  acqui- 
sition of  Michigan- 
based  Booth 
Newspapers  in 
1976.  After  the  purchase, 
Newhouses  claimed  a  tax  deduction 
of  $70  million  for  depreciation  and 
amortization  of  such  intangible  assets 
as  subscriber  lists.  But  the  Appeals 
Court  agreed  with  the  iRS  that  the 
expenses  were  nondeductible  good- 
will, and  therefore  disallowed  the 
deduction. 

As  of  now,  the  Newhouses  owe  an 
extra  $25  million  or  so  in  back  taxes, 
plus  interest.  But  that  is  only  the  tip  of 
a  huge  tax-liability  iceberg.  The  iRS  is 
challenging  some  $9  billion  of  similar 
deductions  taken  for  all  kinds  of  in- 
tangibles during  the  1980s  merger 
wave.  Until  recently,  court  decisions 
were  favoring  taxpayers  on  this  issue. 
But  the  Newhouses'  loss  and  another 
recent  decision  could  spell  bad 
news  for  recently  acquisitive  media 
companies.  -ViCKi  Contavespi 

Get  'em  while  they  last 

\  Avoiding  the  10%  luxury  tax  on  new 
\  boats  priced  at  over  $100,000  is 
easy — and  legal — provided  buy- 
ers are  willing  to  purchase  a 
1990  or  1991  model  that 
has  not  been  previously 
owned  but  has  been  to 
a  few  boat  shows. 


'/j 


JIM 


king    convertible    priced    at    under 
$350,000. 

-Janet  Novack 


Rolling  along 


As  a  consequence  of  some  arcane 
"safe  harbor"  rules  written  by  the 
Internal  Revenue  Serxice,  new  boats 
that  were  in  dealer  inventory  and  that 
had  more  than  100  hours  on  their 
engines  before  Jan.  1,  1991  are  al- 
most all  exempt  from  the  tax. 

Richard  Weber,  the  owner  of 
South  Jersey  Yacht  Sales  in  Cape 


The  luxury  tax  is  hitting  luxury  cars, 
too,  which  hasn't  helped  Rolls- 
Royce.  The  company  will  sell  about 
600  Rollses  and  Bendeys  in  the  U.S. 
this  year,  down  from  1,150  in  1990. 
That  is  the  lowest  level  since  the  early 
1970s  and,  at  fewer  than  60  cars  a 
month  (at  around  5170,000  each), 
it's  barely  enough  for  the  countr\''s  50 
Rolls- Royce/Bendey  dealers  to  keep 
body  and  soul  together. 

But  help  is  on  the  way.  Rolls  has 
developed  a  new  turbo- charged  Bent- 
ley  Continental.  The  coupe  model, 
which  will  begin  arriving  in  the  U.S. 
in  February,  is  the  first  wholly  unique 


The  Roiis-Royce  Bentley  Continental 
At  almost  $300,000,  K's  yours. 


May,  N.J.,  spotted  the  loophole  and 
got  a  letter  ruling  from  the  iRS  assur- 
ing him  that  he  could  sell  four  such 
demonstrator  boats  without  collect- 
ing the  tax.  Now  other  dealers  are 
climbing  aboard.  Weber,  who  says 
the  luxury  tax  has  wreaked  "wanton 
devastation"  on  his  business,  has 
sold  three  of  his  four  luxun'-tax-free 
boats  for  $200,000  to  $600,000, 
saving  $10,000  to  $50,000  in  tax 
apiece.  The  tax  break  "was  the  only 
thing  that  enabled  me  to  sell  these 
boats,"  says  Weber.  He  adds  that  he 
still  has  a  tax-free  1991  38 -foot  Vi- 


IXT- 


The  Viking  38-foot  convertible 
For  sale,  luxury-tax  free. 
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Bendey  in  over  50  years.  The  list  price 
for  this2-tonTessie  is  $261,000.  Tag 
on  another  $23,000  in  U.S.  luxury 
tax  along  with  other  charges,  and  it'll 
take  $300,000  to  get  one  out  of  the 
showroom.  But  top  car  buyers  are 
apparently  confident  that  the  econo- 
m\  is  about  to  turn.  Even  at  diat  price, 
Rolls-Royce  has  presold  the  first 
year's  deliver)'  of  90  Bendey  Conti- 
nentals in  the  U.S.  Dealers  are  ecstat- 
ic: Each  Continental  sold  gives  them  a 
commission  of  about  $50,000. 

-Peter  Euhrxlw 

Will  Mr.  Huntsman 
go  to  Washington? 

Utah  demibillionaire  Jon  M.  Hunts- 
man Sr.  has  had  only  a  brief  tling  with 
polincs:  He  scr\  cd  as  staff  secretan-  to 
Richard  Nixon  fi-om  1973  to  1974. 
But  Huntsman's  eldest  son,  Jon  Jr., 
3 1 ,  is  showing  an  interest  in  earning 
the  family's  colors  to  Washington. 

The  vounger  Huntsman  wurked  as 
a  fiindraiser  on  George  Bush's  1988 
campaign  and  then  went  to  work  for 
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THE  CHRONOGRAPH  OF  THE  '50's 
IN  TIME  FOR  THE '90's. 

The  classic  Movado  Chronograph  of  the  1950's  is 
a  watch  not  only  well-remembered,  but  still 
sought  after. 

Today,  this  legacy  in  watchmaking  has  inspired 
the  new  Movado  Chronograph  1950. 

Each  of  these  ingenious  timepieces  displays  eight 
timing  functions:  the  hour,  minute  and  second 
hands;  a  date  indicator,  and  chrono  seconds, 
minutes,  12-hour  and  1/10  second  recorders. 

The  bezel  tachymeter  measures  speed  over  time. 
Easy  access  pushbuttons  start  the  stopwatch  and 
split  time  functions. 

Added  to  the  Movado  heritage  of  over  a  century 
of  Swiss  craftsmanship,  is  the  newest  quartz- 
accurate  movement  and  a  case  that's  water-tight 
to  99  feet. 

The  new  Movado  Chronograph.  Right,  now. 

MOVADO 

CHRONOGRAPH  1950 

$950  as  shown.  Also  available  in  all  stainless  steel  or  vsith  sharksin  strap 


BAILEY  BANKS  &  BIDDLE 


A  gift  of  JOY  relieves  even  the 
guiitiest  of  consciences. 


The  most  precious  flowers  on  earth 
are  just  a  few  of  the  things  that 
make  JOY  the  costliest 
fragrance  in  the  world. 
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You  concentrate  on  your  thoughts, 
let  Olympus  take  the  notes. 

When  thciughrs  come  faster  than  you  can  remember  them,  pick  up  an  Olympus 
Pearlcorder.  You'll  find  a  recorder  with  clarity  that  leaves  no  margin  for  error. 

The  Olympus  Pearlcorders.  From  the  people  who  invented  the  Microcassette, 
they're  a  very  good  way  to  hear  yourself  think. 

Call  1-800-221-3000,  ext.  51  for  a  free  Taping  Tips  brochure.  Or  write 
Olympus  Corporation,  Crossways  Park,  Woodbury,  N  Y  1 1 797-2087. 

OLYMPUS 

PearlcordQ' 


MicRoc  Asserrt  ~  recorders 


Commerce  Department  Secretary 
Robert  Mosbacher  as  deput\'  assistant 
secretarv'  for  East  Asia  and  the  Pacific. 
He  recendy  quit  that  job  and  returned 
home,  as  senior  vice  president  and 
general  manager  of  the  international 
division  at  the  family's  Huntsman 
Chemical  Corp.  But  the  Salt  Lake 
Citv'  nimor  mill  has  it  that  Jon  Jr.  is 
contemplating  running  for  the  con- 
gressional seat  held  for  many  years  by 
Democratic  Congressman  Wayne 
Owens.  Owens  is  an  old  friend  of 
Huntsman  Sr.,  whom  Owens  accom- 
panied on  a  trip  to  the  Soviet  Union  in 
June  aboard  Huntsman's  Gulfstream 
III  jet.  But  another  family  friend, 
Utah  Senator  Jake  Garn  (who  was 
also  on  the  Soviet  trip),  has  said  he  will 
not  run  for  reelection  next  Novem- 
ber, and  Owens  is  likely  to  have  a  go  at 
Gam's  seat. 

That  would  leave  Owens'  2nd  con- 
gressional district,  which  is  now  being 
redistricted,  heavily  Republican  and 
up  for  grabs.  And  what  better  candi- 
date than  young  Huntsman? 
Wealthy,  well  seasoned  and  well  con- 
nected, he  also  knows  quite  a  bit 
about  Asia,  at  a  time  when  the  de- 
pressed Utah  economy  needs  to  at- 
tract foreign  investment  and  promote 
local  exports. 

-PmxLis  Berman 

What  makes  Zell  sell^ 

In  September  Sam  Zell,  the  ultrarich 
Chicago  speculator,  said  his  rail  leasing 
company,  Itel,  planned  to  sell  its  26.9 
million  Santa  Fe  Pacific  Corp.  shares  to 
the  public  at  a  SI35  million  loss.  Most 
people  concluded  that  Zell  needed  the 
money  to  pay  down  Itel  debt.  But  it 
seems  there's  another  reason. 

At  an  executive  committee  meeting 
of  the  Santa  Fe  board,  held  just  days 
before  the  announced  sale,  Zell  tried 
to  push  out  Santa  Fc's  chief  executive, 
Robert  Krcbs,  who  has  rim  the  rail- 
road for  four  years.  Zell  reckoned  he 
could  do  better  at  turning  around  the 
company  than  Krcbs. 

But  Lionel  Dodd  and  Paul  Reich- 
mann,  who  are  on  Santa  Fc's  board 
representing  the  Reichmanns'  To- 
ronto based  Olympia  ^  York,  backed 
Krebs — and  o&v  holds  more  Santa  Fc 
stock  than  Zell.  Thus  thwarted,  Zell 
decided  ti>  bail  i>ut  and  take  his  losses, 
it  appears.  -P.B.  IB 
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Product  support  for  your 
personal  computet 

CompuServe,  the  worid's  largest  net- 
work of  people  with  personal  computers, 
is  also  the  world's  largest  network 
of  people  with  answers  to  your  hardware 
and  software  questions. 

Brains  abound  on  CompuServe.  You'll 


find  quick  solutions  and  information  from 
our  thousands  of  forum  members,  some  of 
whom  have  already  had  your  problem, 
some  of  whom  are  the  product  developers 
themselves.  Compan)'  decision-makers  are 
online,  too,  discussing  the  next  generation 
of  products,  and  giving  CompuServe 
members  software  updates  ahead  of  every- 


one else,  and  before  they  hit  the  market 
Got  a  question?  Got  a  problem?  Ge 

smart.  And  get  some  answers,  from  the 

many  minds  of  CompuServe. 
To  join,  see  your  computer  dealer. 

To  order  direct,  or  for  more  informatior 

call  us  today. 

CompuServe 

800848^199 
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You  always  come  back  to  the  basics. 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


HOW  TO  AVOID  A 

Take  A  LEAF  from  Lenin.  The  founding  father  of  the  Evil 
Empire  enacted  a  set  of  uncommunistic  measures  in  the 
early  1920s,  which  he  dubbed  the  New  Economic  Policy. 
The  economy  had  collapsed;  famine  was  widespread.  The 
regime  was  tottering.  So  Lenin  loosened  communism's 
grip,  allowing  widespread  private  ownership  and  use  of 
stores,  factories  and  land.  Most  important,  he  issued  gold- 
backed  rubles.  Suddenly,  peasants  were  willing  to  sell  food 
for  this  real  money.  Output  soared.  The  famine  ended. 

The  Soviet  Union  today  has  plenty  of  food  within  its 
borders.  Last  year  it  enjoyed  near- record  harvests.  Spot 
shortages  exist  because  much  of  the  stuflf  was  never 
transported  to  where  it  is  now  needed.  This  year  harvests 
will  be  down,  but  diere  will  be  abundant  food  relief,  if 
necessar)',  from  the  West. 

Resurrecting  the  ruble  would  motivate  millions  of 
people  there  not  only  to  harvest  more  than  they  normally 


STARVING  RUSSIA 

would,  but  to  get  it  to  markets  so  that  they  could  get  paid 
with  genuine  money. 

Thus,  currency  reform  is,  literally,  of  the  essence.  After 
all,  in  1917,  urban  food  shortages  led  to  the  riots  that 
overthrew  the  czar  and  later  made  possible  the  commu 
nist  coup.  Peasants  had  food  but  were  unwilling  to  ship  it 
for  worthless  cash.  In  1923  Germany  abrupdy  ended  its 
devastating  inflation  only  when  cities  faced  starvation;  no 
one  would  ship  foodstuffs  for  flinny  money. 

There  are  a  number  of  tried  and  true  ways  to  revive  the 
ruble,  including  an  intriguing  proposal  from  Federal 
Reserve  Board  Governor  Wayne  Angell  and  economic 
consultant  Jude  Wanniski.  (See  F&<:  11,  Oct.  16,  1989.) 

We  must  forceftilly  advocate  effective  measures  for 
resuscitating  the  ruble.  It  would  do  the  cause  of  democra 
cy,  as  well  as  that  of  fiill  stomachs,  infinite  good  in  that 
splintering  empire. 


YELTSm-STILL  INDISPENSABLE,  STILL  CONFOUNDING  THE  SKEPTICS 

Boris  Yeltsin  doesn't  yet  get  proper  respect  in  certain  other  republics  over  disputed  borders  such  as  the  murky 
Washington  circles  and  among  many  U.S.  Russian  spe-  lines  between  Lithuania  and  Russia.  Instead,  he  met  with 
cialists,  even  though  he  is  the  critical  figure  in  making  the      Lithuania's  president,  quickly  resolving  the  matter.  He 


immensely  difficult  transition  to  de 
mocracy  and  free  enterprise. 

No  sooner  had  he  heroically  engi- 
neered Russia's  Glorious  Revolution 
than  were  experts  muttering  that  he 
wasn't  a  real  democrat,  that  he  would  t 
quickly  show  his  true  colors  as  a  boor- 
ish dictator.  They  quickly  forgot  that 
it  was  he  who  also  turned  back  an 
attempted  (Gorbachev-sanctioned) 
hard-line  coup  earlier  this  year. 

They  feared  Yeltsin  would  bully 


Lithuania's  Landsbergis;  peacemaker  Boris. 


took  the  lead  in  hammering  out  the 
resolution  of  a  bloody  territorial  feud 
between  Armenians  and  Azerbaijanis. 
Recently,  Yeltsin  appointed  Vladi- 
mir Bukovsky,  the  brilliant,  oft-per- 
secuted dissident  (he  spent  time  in 
notorious  "mental"  hospitals  where 
the  KGB  tortured  opposition  fig 
ures),  to  head  a  commission  charged 
with  opening  up  and  photostating 
the  files  of  the  Communist  Part>'  and, 
soon,  those  of  the  KGB.  An  aston 


A  ''NEW  WORLD  ORDER"  OF  FREEDOM:  A  FORECAST  FOR  THE  1990s 

By  Malcolm  S.  Forbes  Jr.  from  a  speech ^iven  at  Hillsdale  College  in  the  spring 


We  have  a  chance  to  build  a  "new  world  order,"  but  one 
that  is  very  different  from  what  the  term  popularly  im- 
plies. It  will  not  be  a  new  ideolog\'  sprung  from  the  ashes 
of  fascism,  socialism  or  communism.  It  will  not  give  rise 
to  collective  institutions  designed  to  control  the  masses 
or  to  remake  the  world.  It  will  not  be  brought  about  by 


political  decrees  or  fancy  crusades. 

The  new  world  order  will  be  one  that  leaves  individuals 
freer  than  ever  before.  It  will  be  the  product  of  evolution, 
rather  than  revolution.  And  its  growth  will  be  spurred  by 
some  very  simple  events  that  are  already  in  progress. 

(Continued  on  p.  350) 
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ished  Bukovsky  was  told  by  Yeltsin  to  move  as  quickly  as 
possible  before  those  papers  began  to  disappear. 

Yeltsin  deals  with  issues  of  immediate  concern  to  peo- 
ple while  Gorbachev  remains  enamored  of  arms  control 
and  the  Mideast  peace  process. 

Yeltsin  faces  two  formidable  challenges:  the  economy 
and  the  Ukraine.  Even  his  experts  don't  realize  they  must 
immediately  reform  the  currency.  But  if  any  Russian 
figure  has  the  courage  to  break  away  from  destructive 
Western  advice  on  money,  Yeltsin  is  the  one. 

A  LOTTERY 

A  NUMBER  OF  Americans,  including  the  former  head  of 
the  Immigration  &  Naturalization  Service,  are  criticizing 
next  week's  immigration  lottery.  Under  this  innovative 
program,  the  first  40,000  people  whose  applications  are 
received  afiier  12:01  a.m.  Oct.  14  will  qualify  for  perma- 
nent residence  in  the  U.S. 

Critics  cry  that  this  is  an  unseemly,  unscientific  way  to 
decide  who  comes  to  our  shores.  They're  all  wet.  These 
carpers  don't  know  their  history.  Most  immigrants  who 
came  here  had  to  meet  only  two  criteria:  to  be  in  good 
health  and  to  find  passage  across  the  ocean. 

There  is  no  reliable  way  to  gauge  the  potential  of 
human  capital.  Canada  lets  in  only  skilled  immigrants;  in 
the  U.S.  in  recent  years,  immigrants  had  only  to  be 
directly  related  to  people  already  here.  Yet  research  shows 
that  our  newcomers  over  time  do  just  as  well  as  Canada's. 

If  anything,  we  should  expand  the  lottery's  scope. 
Instead  of  40,000  winners,  we  should  have  400,000. 
Despite  the  increased  flow  of  foreigners  coming  here  as  a 


Few  Westerners  appreciate  the  extraordinarily  deep, 
complex  ties  between  Russia  and  the  Ukraine.  Until  the 
Mongol  invasions  in  the  1 3th  century,  they  were  literally 
one  country,  one  people .  Almost  all  Ukrainians  today  speak 
Russian.  There  is  considerable  intermarriage.  Millions  of 
Ukrainians  live  in  Russia  and  vice  versa.  What  impact  a  real 
break  between  the  two  would  have  on  the  Russian  people  is 
impossible  to  foretell.  But  there  are  millions  who  would 
find  such  a  rupture  psychologically  impossible  to  accept. 

Pray  for  Boris'  good  health. 

WE  ALL  WIN 

result  of  last  year's  immigration  bill,  the  U.S.  has  compar- 
atively fewer  foreign-born  residents  than  do  Britain, 
France  and  Germany. 

Why  increase  immigration!"  Because  it  contributes 
mightily  to  our  economy  and  our  culture.  Astonishingly, 
within  11  to  16  years  here,  the  average  alien  earns  as 
much  as,  if  not  more  than,  his  American-born  counter- 
part. Immigrants  pay  far  more  in  taxes  than  they  absorb  in 
public  services.  A  disproportionate  number  start  their 
own  businesses.  Nor  do  they  displace  women  or  inner- 
city  minorities  fi-om  the  work  force. 

If  it  weren't  for  immigration,  our  high-tech  industries 
would  be  a  shadow  of  what  they  are.  Between  one -fourth 
and  one-half  of  the  Ph.D.s  in  our  research  laboratories  are 
foreign -born. 

We  absorb  peoples  of  diflferent  backgrounds  better 
than  any  other  nation.  We  should  take  ftjll  advantage  of 
this  unique  strength.  Instead  of  denigrating  the  lottery, 
we  should  celebrate  it — and  expand  it. 


THE  GIGO  (GARBAGE  IN,  GARBAGE  OUT)  FACTOR 

One  example  is  this  fiindraising  letter  from  the  Republi-  mailed  to  us  with  a  line  through  the  subscriber's  name 
can  Senatorial  Inner  Circle.  Forbes  was  guilty  of  a  less  with  this  handwritten  notice:  "Died  in  1974."  Would 
humorous  one  a  number  of  years  ago.  A  renewal  label  was     you  believe  the  name  on  the  next  renewal  mailing? 


Mr.  Rich  List 
Forbes  Magazine 
60  Fifth  Ave. 
New  York,  Vti     10011 

Dear  Mr.  List, 

It  gives  me  great  pleasure  to  inform  you  that  at  the  last 
meeting  of  the  membership  committee  of  the  Republican 
Senatorial  Inner  Circle,  your  name  was  placed  in  nomination  by 
Senator  Alfonse  M.  D'Amato  and  you  were  accepted  for  membership. 
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8 

DIEDIN    74 

4^:7    fiC    DONALD    RO 

^.L-.:^i    ■             >\i      1^,' 

If 

LAUGH  AND  LEARN 

by  P.J.   O'Rourke  (Atlantic      ''required  cnoujih  steel  to  fabricate  4,000  cars,  aluminum 


Parliament  of  Whores 

Monthly  Press,  $19.95).  Best  humor  book  of  the  year 
What  is  truly  extraordinary  is  that  it  is  also  the  most  ac- 
curate, incisive,  informative  civics  textbook  around  today, 
a  wickedly  wonderful  rebuke  to  those  numerous 
educators  who  make  the  study  of  government  so 
boring  and  off-base.  The  chapters  on  agricul- 
ture, housing,  anti-poverty  programs,  defense 
and  environmentalism  are  especially  superb. 
Excerpt:   Rcpubltcans  are  the  party  that  says 
jjovernment  doesn  Y  work,  and  then  theyjjet  elect- 
ed and  prove  it. 

Excerpt:  Ihe  USS  Mobile  BaN' V  ''Welcome 
A  board''  pamphlet  was  full  of  Statue-of  Liberty- 
on-its-side-style  information.  Build  in  fi  the  ship 


PARIIAUEM 
UF  WHOKES 
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I'.  J, 
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sufficient  to  produce  26  million  soft  drink  cans,  over  200 
miles  of  electrical  cable... "  /  always  wish  the  people  who 
fjjjure  these  thinjjs  out  would  Just  kecpnoina:  "Tl)e  hawsers 
and  bowlines  carried  aboard  the  Mobile  Bay  are 
lonji  enoujjh  to  hanjj  every  Democrat  elected  to 
Conjjress  since  Roosevelt's  second  term.  Tl)e  syn- 
thetic rubber  in  the  fire  hoses  would  make  enoujfh 
propljylactics  to  allow  every  business  executive  in 
Japan  to  visit  Manila,  llu-  ship's  bilae  pumps 
could  drain  all  the  ecolojiically  stj^ntftcant  wet- 
lands in  Orejion  in  24  hours.  "And  so  forth. 
Excerpt:  Politicians  are  interested  in  people. 
Not  that  this  is  always  a  vtrtur  Fleas  are 
interested  in  dons.  ^ 
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Since  1S53.  U.S.  Trust  hWbeen  managi%  cliencs'  assets  to  produce  attracthe  returns. 
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regardless  of  economic  conditions.  In  diese  unpredictable  rimes,  we  can  make  your  assets 


grow,  while 


your  p^^ofmind- f or  deoiis^bout  our  asset  management  private 
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pfSl  Briar  Keeney,  Senior  \lce  Pre^dent,  at  1-800-Ul  fkUST. 
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Ne%v  York 
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Bo(  a  Raton 


NTRODUCING  THE  NEW  MAZDA  929.  THE  FIRST 


LUXURY  SEDAN  THAT  DOESNT  DEPEND  ENTIRELY 


ON  LUXURY  TO  MAKE  YOU  FEEL  GOOD  Why  should  the 


rewards  of  owning  a  fine  automobile  be  restricted  to  the  purely  physical?  It  was  this 


unconventional  thinking  that  ultimately  led  to  the  new  Mazda  929.  A  luxury  sedan 


conceived  not  by  corporate  committee  but  by  a  fine  artist.  Resulting  in  aesthetics  that 


may  strike  a  somewhat  deeper  chord  in  you  than  cars  normally  do.  ^  And  to  help  satisfy 
your  desire  for  environmental  responsibility,  we've  eliminated  70%  of  our  manufacturing 
waste.  Further  distinguishing  the  new  929  from  automobiles  that  rely  on  extravagance 


as  their  sole  appeal.  ^  Of  course,  you  can  also  savor  the  eager  yet  smooth  acceleration 


of  its  24- valve  V6  engine,  the  security  of  standard  air  bags 


for  both  driver  and  passenger  and  the  supple  contours  of  its 


leather- trimmed  upholstery.*  ^  After  all,  if  the  new  Mazda  929  didn't  offer  the  pre- 


requisites of  uncommon  comfort  and  performance,  it  not  only  wouldn't  be  a 


luxury  sedan.  It  wouldn't  be  a  Mazda. 


THE  MAZDA  929 

The  only  car  in  its  class  with  dual  air  bags  standard.  ABS. 
3.0L,  24'valve  V6  engirxe.  Mtdti-link  suspension.  *Available 
leather'trimmed  upholstery.  First  car  ivith  available  solar- 
poweredventilationsystem.  364nonth/50,000-Tnile  limited 
warranty.  No-dedtictible,  "bumper'tO'bumper"  protection. 
See  your  dealer  for  details.  For  a  free  brochure  on  the 
new  929  or  any  new  Mazda,  call  1'800'639'1000. 


L 


*Sfat.s  upholstca-d  in  leather  except  for  back  side  of  front  seats, 
bottom  cushion  side  panels,  and  other  minor  areas. 
©  1991  Ma:dii  Motor  of  Amcricii  Inc. 
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Ofher  Comments 


Able  To  Cope 

"I  THINK  KIDS  should  havc  enough 
money  to  be  able  to  do  what  they 
want  to  do,  to  learn  what  they  want 
to  do,  but  not  enough  money  to  do 
nothing,"  said  Warren  Buffett.  I 
asked  his  daughter  Susan  what  it  was 
like  growing  up  with  Warren. 

"Well,  he's  a  great  guy,"  she  said, 
"and  we  grew  up  completely  normal. 
We  didn't  even  get  cars  at  16,  or 
anything  like  that.  For  years  I  didn't 
even  know  what  he  did.  They  asked 
me  at  school  what  he  did,  and  I  said 
he  was  a  security  analyst,  and  they 
thought  he  checked  alarm  systems." 

"He  compares  money  left  to  kids 
to  welfare  checks,"  I  said. 

"I  know,"  Susan  said.  "It  can  have 
a  debilitating  effect,  especially  too 
much  money  at  a  young  age."  Susan 
thought  wistfiiUy  for  a  few  seconds. 
"I  kind  of  think  I'm  old  enough  now 
not  to  be  debilitated." 
-Adam  Smith,  The  Roaring  '80s 

Go  for  Broke 

By  1934  Walt  Disney  had  a  large 
house,  played  polo  at  a  ritzy  club, 
owned  seven  polo  ponies  and  had  a 
gardener.  He  decided  to  risk  it  all — by 
plunging  into  debt  to  create  the 
world's  first  flill-length  cartoon  fea- 
ture. The  possibility  of  total  financial 
calamity  appeared  not  to  trouble  Walt 
at  all.  Success  hadn't  made  him  con- 
servative or  fearful  about  losing  what 
he  had  built.  He  explained,  "There 


are  some  people  who  worship  money 
as  something  you've  got  to  have  piled 
up  in  a  big  pile  somewhere.  I've  only 
thought  of  money  in  one  way — and 
that  is  to  do  something  with." 

Industry  gossips  thought  Walt  had 
gone  berserk:  "Nobody  will  sit  still  for 
an  hour  and  a  half  of  cartoons.  .  .  ." 
Snow  White  was  one  of  the  glitziest, 
showiest  premiers  in  memory.  When 
the  movie  ended  the  audience  rose 
from  their  seats  and  cheered. 
-Katherine  and  Richard  Greene, 
The  Man  Behind  the  Ma0ic 

Not  in  the  Swim 

Society  is  anything  I'm  not  invited  to. 
-Andy  Warhol,  New  York  Post 

Morning  Glories 

Aristotle  Onassis'  yacht  was  a  float- 
ing palace.  His  parties  were  often 
lavish  beyond  imagining.  But  his  spe- 
cialty was  gifts  to  women.  Jackie 
Onassis  used  to  find  diamond  brace- 
lets tucked  in  her  breakfast  tray  flow- 
ers. Onassis  loved  indulging  women. 
Said  he,  "If  women  didn't  exist,  all 
the  money  in  the  world  would  have 
no  meaning." 
-Arizona  Daily  Star 

Doggedly  Unique 

My  personal  favorite  of  this  group 
[business  magazines]  is  Forbes.  It 
publishes  some  articles  I  can  do  with- 
out— like  its  annual  "400  Richest 
People  in  America"  issue.  In  many 


"I  understand  old  Burton  decided  you  can  take  it  with  you." 


cases  these  people  are  simply  not  in- 
teresting enough  to  justif}'  all  that 
verbiage.  There  are  three  primary' 
roads  to  wealth  in  America  today:  be 
born  with  the  right  set  of  parents 
and,  through  no  cleverness,  unique- 
ness or  facility  of  your  own,  outlive 
them;  deal  off  the  bottom  of  the  deck 
or  short-weight  people  often  enough 
so  that  you  can  place  what  you  steal 
from  them  in  your  own  bank  account 
and  later  buy  respectability'  with  it; 
and  (at  last!)  perceive  a  need,  find  a 
unique  way  of  filling  it  and  doggedly 
pursue  it  your  entire  life.  This  last 
group  I  find  fascinating. 
-Joseph  L.  Shaefer, 
Brin£jin^  Home  *he  Gold 


Give  me  the  luxuries  of 
life  and  I  will  gladly  do 
without  the  necessities. 

-Frank  Lloyd  Wright 


How  about  Lineage? 

In  THE  Gould  spending  derby  George 
was  first  off  the  mark  with  his  mar- 
riage in  1884  to  Edith  Kingdon,  an 
actress  with  an  inordinate  fondness 
for  ropes  of  pearls.  To  show  them  off 
properly  she  required  large  houses 
and  lavish  parties.  Even  on  their  pri- 
vate railroad  car,  formal  dress  was  de 
rigueur  at  dinner.  On  one  journey, 
through  some  mixup,  the  Gould  car 
was  placed  in  the  center  of  a  train 
instead  of  at  the  rear.  This  meant  that 
tra\elers  who  wanted  to  get  from  one 
end  of  the  train  to  the  other  had  to 
pass  through  the  Goulds'  car.  The 
situation  was  saved,  to  a  degree,  by 
the  Goulds'  English  butler,  who  an- 
nounced each  stranger  before  he 
passed  through. 
-Joseph  Thorndike  Jr  , 
The  Very  Rich 

A  Matter  of  Degree 

A  FORTUNE  of  only  a  million  is  re- 
spectable poverty'. 
-Ward  MtAi  lister,  originator 

of  the  term  The  400, 

The  Astors,  by  X'irginia  Cowles    Hi 
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Kenya.  Vast  herds 
of  animals  converge  on  a 
hot,  dusty  African  plain. 
A  bright  orange  sun 
hangs  low  on  the  horizon. 
Zebras,  rhinos,  giraffes, 
and  elephants  abound. 

A  pleasant  dream, 
but  the  unfortunate  reality 
is  that  due  to  poaching 
and  human  encroachment, 
the  majestic  herds  are 
fast  disappearing.  It's 
Dr.  Richard  Leakey's  job 
to  see  that  they  don't. 

Leakey  is  Kenya's 
Director  of  Wildlife 
Conservation.  "A  somewhat 
curious  position  for  a  paleontologist," 
he  admits,  "but  perhaps  I  under- 
stand better  than  most  the  patterns 
of  evolution.  What  we  do  today 
will  affect  future  generations." 


^^Savingour  wildlife  is  not 
only  an  environmental  necessity, 
it^s  a  cultural  one  as  wellJ^ 


Dt.  Richard  Leakey 


"Statistics  indicate  that  our  cnnsewaium  efforts  have  reversed 
this  decline  of  Kenya's  bhick  rhino  population."  Dr.  Leakey 

Beyond  being  a  scientist, 
Richard  Leakey  is  first  and  foremost 
an  African,  born  and  raised  on 
the  plains  of  East  Africa.  It  is   f^^" 
his  love  for  this  continent, 
and  the  rare  and  beau- 
tiful species  in  it,  that 
has  led  him  to  this  job, 


"In  1970,  there  were  over  sixty  thousand 

black  rhinos  in  Africa,"  Leakey  notes. 

"Today,  there  are  about  three  and  one -half 

thousand.  Through  our  efforts  we've 

managed  to  reverse  this  headlong  avalanche 

toward  extinction.  It's  important  because 

the  natural  beauty  of  our  wildlife 

is  an  intrinsic  part  of  Kenya. 

y    To  lose  it  would  be  to  lose  a 

major  portion  of  our  soul." 

More  than  most, 

Richard  Leakey  is  keenly 

aware  of  the  imperatives 

of  time.  "My  agenda  taikes  me  to 

all  four  corners  of  the  globe," 

he  says,  "and  whether  I'm  flying 

off  on  a  lecture  tour,  or  threading 

my  way  through  the  bush,  I  can't 

afford  to  be  bogged  down  by 

a  watch  that's  not  as     A\J* 

rugged  and  dependable         \jl(r 

asmyRolex."     J^QLEX 


Rolex  Oyster  rerpetual  Daiejust  in  stainless  steel  tvtth  matching  ()ysfrr  bracelet 
Write  for  brochure.  Rolex  Watch  V.S.A  .  Inc  .  Dept  42^.  Rolex  Building.  665  Fifth  Avenue.  New  Vbrfc.  N  V  10022  5383 

0 1991  Rolex  Watch  U.S  A.,  Inc  Rolex.  Oyster  Perpetual.  Oateiust  and  Oyster  are  trademarks 


HOW  TO  SURVIVE  IN  A  CHANGING  ECONOMY 
AS  REVEALED  BY  GUMBY 


Upturns,  downturns,  recessions,  depressions,  sudden 
recoveries,  and  slumps.  Companies  that  can't  bend 
with  change  are  companies  that  cant  survive  it. 
Olsten  has  the  solution:  flexibility. 
With  Olsten's  Flexible  Workforce™,  you  can 
reduce  overhead  and  improve  efficiency  by 
utilizing  people  only  when  you  need  them. 
During  slower  periods,  maintain  a  core  staff 
of  full-time  workers.  During  peak  periods,  supplement  that  staff  with 
Olsten  temporary  workers.  Your  staff  works  more  efficiently.  More 
productively.  And  your  company  sustains  its  competitive  edge. 

So  make  Olsten  your  partner  for  the  future.  Olsten  can  supply 
you  with  the  innovative  thinking  and  long 
term  planning  that   make  a  company 
more  resilient.  Because  in  business  today, 
to  be  tough  you  have  to  be  flexible. 


mm 

Temporary  Services 


THE      WORKING      SOLUTION* 
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Where  do  you  want  to  be  in  10  years?  Driving    i  ^ 
a  golf  ball?  Driving  your  own  business?  Maybe    1  I   i 

ByC 


even  driving  the  Paris-Dakar  rally. 


Asset  tlloaitiM  for  lobirt  IL  NecdiMi 


Current  Allocation 

Cash 


Crow  Hi 


Growth 


Proposed  Allocation 

Cash 

'     hM« 


Cash n.7% 

Income....   55.6  % 
Growth....  32.7  % 

Cash 

Income... 
Growth... 

7.0  •• 

.   29.4% 
.  63.6  % 

Wherever  it  is.  it's  going  to  take  a  sound  and 
farsighted  investment  strateg)'  to  get  you  there. 
Which  we  can  help  you  create  with  our  new 
Strategic  Asset  Allocator. 

You  simply  sit  do^'n  wiii  a  Shearson  Lehman 
Brothers  Financial  Con- 
sultant to  fill  in  the  per- 
sonal details.  What  are 
your  resources?  Your 
investment  goals?  Your 
appetite  for  risk?  The  computer-based  Strategic 
Asset  Allocator  will  identih-from  more  than  half 
a  million  possibilities -the  in\estment  strategy  we 
^^^hink  is  best  for  you.  Then,  your  Financial 
^^B|L|i^^^M  Consultant  can  make  spe- 
^^^^2*^^^f  ^"ifi^'  in\  esunent  recommend- 
■  j^^^^^^^m  ations-stcxks.  bonds.  CDs  and 
m1^^^^^^(§  so  oa  But  it  dcxfsnt  end  there: 
Your  Financial  Consultant  will  work  with  you 
year  after  year,  helping  you  to  follow  your  in- 
vestment strategy  all  the  way  to  your  dream. 

Wherever  you  vvant  to  Ixf  in  the  future,  call 
us.  We  can  help  you  get  there  fn^m  here. 
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Umi  can  get  there 
from  liere 


SHEARSON 

LEHMAN 

BROTHERS 
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Gommentairy 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


WHEN  OUR  SCHOOLS  DO  BADLY— SO  DOES  AMERICA 


America  faces  a  clear  and  present  danger  to  its  existence 
because  of  the  failures  of  our  schools,  according  to  Lamar 
Alexander,  our  new  Secretan-  of  Education.  Most  Ameri- 
cans would  agree.  It  is  rare  that  there  is  such  unanimit)'  on 
any  issue,  but  the  sad  fact  is  that  our  schools  are  doing  a 
very  bad  job  of  educating  our  children. 

Too  many  of  our  high  school  graduates  are  simply  not 
able  to  hold  jobs,  and  American  students  rank  near  the 
bottom  in  most  comparative  ratings  with  students  from 
our  principal  trade  competitors. 

The  statistics  mount  up:  Scholastic  aptitude  test  scores 
for  high  school  seniors  are  now  the 
lowest  since  1972;  one  out  of  three 
in  the  11th  grade  cannot  wxite  a 
simple  paragraph  about  himself;  one 
in  three  caruiot  find  France  on  a 
map;  in  1988  a  team  of  U.S.  13- 
year-olds  finished  last  in  mathemat- 
ics, far  behind  South  Korean  and 
Japanese  students  of  comparable 
age.  Yet  in  the  last  decade  we  have 
increased  our  spending  per  student 
by  33%,  more  than  either  Germany 
or  Japan  sp>ends. 

One  of  Secretary  Alexander's 
most  promising  solutions  is  the  plan  that  allows  parents 
to  choose  the  schools  that  educate  their  children;  vouch- 
ers will  enable  them  to  spend  the  amount  being  spent  by 
their  public  school  systems.  That  would  create  competi- 
tion, which  would  improve  all  the  schools.  Some  18  years 
ago,  when  1  was  Secretary  of  Health,  Education  &  Wel- 
fare, I  urged  adoption  of  this  voucher  plan,  but  we  were 
never  able  to  overcome  the  bitter  opposition  of  the  public 
school  systems  in  most  states. 

Some  of  Secretan'  Alexander's  other  proposals  include 
testing  all  students  by  national  standards;  raises  for  teach- 
ers based  on  their  teaching  abilities,  instead  of  regularly 
raising  all  teacher  salaries;  encouraging  parental  partici- 
pation for  both  preschool  children  and  those  in  school;  an 
increased  emphasis  on  science,  mathematics  and  Ian 
guages  and  on  the  training  of  teachers,  plus  the  hiring  of 
people  proficient  in  these  subjects  as  teachers  even  if  they 
do  not  hold  the  required  certificates. 

The  ver\  failures  of  the  public  school  system  could  lead 
to  a  wider  adoption  of  the  participation  of  business  and 


An  ABIG-Dade  County  kindergarten 


industry  in  all  phases  of  the  educational  process. 

I  wrote  last  year  of  General  Motors'  spending  over  $1 
billion  to  reeducate  high  school  graduates  so  that  they 
could  hold  production-line  jobs.  This  is  not  altruism  on 
the  part  of  GM;  it's  a  business  necessity',  since  the  schools 
are  simply  not  doing  the  job. 

Now  there  are  many  other  examples  of  business'  step- 
ping in  to  improve  the  qualit)'  of  our  schools. 

One  of  these  is  the  Wmgs  Program  to  help  parents 
prepare  their  children,  ages  3  to  6,  for  school.  Many 
corporations  are  buying  this  to  give  to  employees  with 
young  children.  It  is  a  private  Head 
Start  program. 

The  American  Bankers  Insurance 
Group  has  launched  a  corporate 
kindergarten.  Similar  corporate- 
school  partnerships,  more  than 
100,000,  have  been  formed  since 
1983  to  help  educate  our  fiiture 
workers.  The  ABIG  experiment 
provides  the  facility'  on  corporate 
grounds  while  the  Dade  County 
(Fla.)  school  system  pro\ides  the 
teachers  and  the  instruction  materi- 
al. Called  Satellite  Learning  Cen- 
ters, these  are  new  innovative  schools  that  save  the  school 
system  money,  help  corporations  by  increasing  the  pro- 
ductivity of  employees  (absenteeism  declined  30%),  and 
start  a  whole  school  generation  out  on  the  right  foot. 

Another  experiment  in  Dade  County:  a  private  company 
has  a  contract  with  a  school  district  to  manage  an  elemen- 
tary school  and  is  aiming  at  a  lower  cost  per  student. 

A  long-term  commitment  to  education  has  been  made 
by  Rockwell  International.  It  recruits  1,000  science  and 
engineering  graduates  a  year  and  is  aw  are  that  in  less  than 
20  years  there  will  be  a  national  shortage  of  700,000 
scientists  and  engineers.  So  Rockwell  is  contributing  to 
education  from  kindergarten  to  graduate  sch(H)l. 

The  big  question  mark  is  whether  traditional  teachers' 
unions  will  be  able  to  torpedo  such  innovative  experi- 
ments. One  of  the  strongest  arguments  in  favor  of  new 
concepts  in  education  is  that  what  we  have  could  scarcely 
be  much  worse.  It  is  clearly  time  to  try  something  new, 
unless  we  want  illiteracy,  unemployables,  drug  abuse  and 
worsening  global  competitiveness  to  continue.  ^ 
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Berry  Plastics  Corporation 

A  WHOLLY  OWNED  SUBSIDIARY  OF 
BPC  HOLDING  CORPORATION 


$3,000,000 


The  CIT  Croup/Equily  loveslmeDls 

has  pruvidrd  equity  for  this  finanring. 


swissairj^ 

Swiss  Air  Transport  Company  Ltd. 
(Lessee) 

$110,000,000 

U.S.  Ownership  Foreign  Sales  Corporation 
Leveraged  Lease 


One  McDonnell  Douglas  MD-11  Aircrah 


l-ICHI  KANCYO  BANK  NEDERI_ANO  N.V. 

PROVIDED  THE  DEBT  FOR  THE  ABOVE  TRANSACTION 


Vari*Ligbt,  Inc. 

$2,600,000 

Loan 


COMPITER  COMTROLLED 

Automated  Lighting  Systems 


p/lDdoetrial  FiDintinf        ^^^T^hl^Ml 
r  the  abote  (ran^arlion.         ^^K^lll 


m 


Da  icTa  ^arvfO  San^  a 


kup/Capilal  Equipmeot  Fioanring 
me  equity  in  the  above  tran^arlJon. 


Bell  Packaging  Corpor.atio> 

and  its  IHOUr  0»>ED  51B5IDIAS  ■  ■ 

Menominee  Paper  Compamy 
AND  Dixico,  Incorporated 


$37,250,000 

Senioi  Secoied  Credit  pAcain 


Bedfoid  Camtal  CoiroiATioii 
Acted  as  nfiAHCLAL  advisor  to 
Bell  Packacinc  Corporatioh 


TRIIMITY  INDUSTRIES    -^^ 
LEASING  COMPANY       "^W 


$31,448,769 

Single  Investor  Tax  Lease 


Railcars 


The  CIT  Croup/Capital  Equipmenl  Finanring 
>Irurturfd  and  provided 


Ideal  Container 
Corporation 


$2,000,000 

Secured  Line  of  Credit 


The  CIT  Group/Credll  Finanre 


TFS  Llasix,  Limited 

A  WHOaY  OWXED  Sl'BSIDURY  OF 

TIPHOOK  PLC 
$50,000,000 

Term  Loa> 


20.000  Tu  EMY-FooT  Eol  iv.UExr  Units  (TEU| 
OF  New  ISO  Marine  Shipping  Contuners 


CIT  CroBp/BuinrM  CrrJil 


EquipmrnI  Finaorioi; 
rcnidecf  the  finanrin" 
he  abo\r  iransartion. 


First  Equipment  Company 

$10,000,000 

Discoortinc  of  Leases 

FOI 

Data  Piocessimc  Eqiimeut 

AND  PeIIPHEIALS 


np/lndwtna]  Finaaria^ 


5i 

Hi 
Ti 


The  Lionel  Corporation 

$50,000,000 

Debtor-In-Fossession 
Facility 


Thr  CIT  Croup/BuKinp88  Crrdil 

Nlructiirt'd  and  (irtivitlrd 
(hr  abiivr  finanrinf'. 


m 


Thr 


The  Advance  Group 


$7,000,000 

Secured  Line  of  Credit 


CIT  Cronp/Credil  Finanrr         ^^^  1  1    I  '. 
has  Mrurlurrd  and  prnvidrd  ^^fiHllH 

lhral)u>rnnaniinf.  ^^l^T^Q 


Db  kJi  Kjng»D  OMi  av 


A>i:f.U}\/\}RUNHSINC 
(Lessee) 

$75,000,000 

Leveraged  Lease 

FOR 

One  Boeing  767-332ER  Aircraft 
11 


Tbr  CIT  Croup/Capiul  EquipmrnI  Finanriii^ 
providrd  ibr  rquily  for  ibr  abovr  iraiMrlioB 


OB  ««•  RVWD  ■■*  •« 


Williams  Brothers 
Constriction  Co.,  Inc. 

$5,385,841 

Term  Loan 

FOI 

CoNSTivaioii  EQDiraEirr 


p/laAMhal  ruAaruf 
r  thr  ah«ir  IraBiiflM. 
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To  Take  The  Crunch  Out 


Of  Credit,  We're  Providing 
|$4  Billion  Of  Flexible  Funding  This  Year. 
Here  Are  Examples  Of  Transactions 


That  Reflect  Our  Commitment. 


Albert  R.  Gamper.  Jr.,  President,  CEO,  The  CIT  Group 


These  transactions  represent  our  Flexible  Funding  approach  at  work.  By 
transcending  the  limits  of  conventional  financing,  we  can  design  customized 
solutions  that  meet  your  needs. 

Our  nine  operating  units  offer  financial  expertise  in 
a  wide  array  of  industries.  For  more  information  on  how 
they  can  best  apply  Flexible  Funding  to  your  situation, 
write  The  CIT  Group,  650  CIT  Drive,  Room  2342, 
Livingston,  NJ  07039. 


ei991  The  err  Group.  Inc. 


A  company  of 
Dai-lchi  Kangyo  Bank  and 
Manufacturers  Hanover 
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Having  risen  through  business  to  wealth  and  influence,  the  Kennedy  clan 
has  turned  its  back  on  the  very  system  that  nourished  it.  Funny  thing. 
The  clan's  own  wealth  and  drive  have  dwindled  dramatically, 
and  its  influence  is  likely  to  dwindle  correspondingly. 

Shiirtsleeves  id 


By  Laura  Jereski 

Americans  may  not  have  the  Kennedys  to  kick  around 
much  longer.  Senator  Edward  Kennedy's  nephew  William 
Smith  still  has  deep  pockets  for  paying  his  lawyers  in  the 
Palm  Beach  rape  proceedings.  But  Smith  and  his  genera- 
tion aren't  likely  to  be  as  well  off  as  Ted  and  his  generation 
are.  The  Kennedy  fortune,  once  one  of  the  nation's 
greatest,  has  dwindled  to  the  point  where  it  barely  qualifies 
for  The  Forbes  Four  Hundred. 

Blame  Joseph  P.  himself,  the  founding  father  of  the 
fortune.  Many  families  don't  believe  in  talking  about 
business  at  the  dinner  table.  Joseph  Kennedy  took  that  one 
step  flirther.  He  didn't  believe  in  talking  business  to  his 
family  at  all.  "We  never  discussed  money  in  the  house 
because,  well,  money  isn't  important,"  old  Joe  told  one  of 
his  son  Jack's  biographers. 


An  odd  attitude  that,  ft-om  a  man  who  devoted  his  life  to 
making  money — and  none  too  scrupulously.  But  his 
attitude  may  explain  why  none  of  his  9  children  and  almost 
none  of  his  29  grandchildren  has  shown  any  interest  in 
business. 

Today  the  estate  of  the  man  who  once  controlled  a 
movie  studio,  a  chain  of  movie  houses,  a  liquor  distribut- 
ing company  with  valuable  fi"anchises,  and  prime  real 
estate  is  worth  perhaps  $350  million.  As  family  fortunes 
go,  that  isn't  a  great  deal.  And  most  of  it  is  in  a  single, 
illiquid  real  estate  property  with  no  great  fiiture. 

Make  no  mistake,  these  are  not  yet  Arnold  Schwar- 
zenegger's poor  relations.  But  at  one  time  the  Kennedy 
fortune  was  so  powerfiil  that  the  spending  of  it  enabled  the 
family  to  be  forcefijl  in  American  politics  for  several 


Growing  family 

LEFT: 

Joe  with  his  wife, 

Rose,  and  family 

in  1937. 

RIGHT 

Gathering  in 

Hyannis  Port 

in  1990  to 

celebrate 

Rose's  100th 

birthday. 
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hirtsleeves 


decades,  elect  one  son  President  and  keep  another  one  in 
an  apparent  lifetime  job  as  U.S.  senator. 

Although  the  aura  of  the  name  may  linger  for  a  genera- 
tion or  DA'o,  the  day  is  probably  past  when  the  family  can 
buy  its  way  into  politics. 

Shirtsleeves  to  shirtsleeves  in  four  generations?  Close  to 
that.  The  chief  remaining  valuable  Kennedy  asset  is  the  6- 
million-square-foot  Merchandise  Mart/ Apparel  Center 
complex  in  Chicago.  After  taxes,  operating  expenses  and 
improvements,  the  Mart  complex  spews  out  about  $20 
million  free  cash  flow  a  year  for  the  family  members  to 
divide  and  spend.  That's  still  big  money,  but  the  Mart  is 
probably  a  dwindling  asset. 

Income,  which  once  supported  just  Rose  Kennedy  and 
7  surviving  children,  now  helps  provide  for  their  53 


descendants,  many  of  whom  work  for  not-for-profit  insti- 
tutions and  draw  little  or  no  salary.  In  a  broad  sense  the 
family  is  living  off  its  capital. 

The  Joe  Kennedy  estate  finances  luxurious  lifestyles  and 
several  political  careers  on  principal  that  is  worth  less  than 
half  of  what  many — including  Forbes — have  long  sup- 
posed it  to  be.  The  miscalculations  started  with  a  Fortune 
article  in  1957  that  pegged  the  family's  wealth  at  $250 
million.  "Why  didn't  you  tell  me  we  had  all  that  money?" 
Rose  asked  her  husband  at  the  time,  according  to  his 
biographer,  Richard  Whalen.  As  it  turned  out,  they  never 
did.  And  what  they  did  have  they  did  not  invest  and 
reinvest  wisely. 

Let's  assume  in  1957  the  family's  net  worth  was  $100 
million — even  so,  then  one  of  the  great  American  for- 
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Kennedy  family 


tunes.  If  they  had  invested  the  money  in  the  Dow  Jones 
industrials,  it  would  be  worth  well  over  $600  million 
today.  But  the  current  estate  is  worth  just  about  half  that. 
The  Kennedys  have  been  consuming  capital  at  such  a  rate 
that  the  fortune  will  not  last  far  into  the  next  century. 

Neither  family  members  nor  the  hired  managers  who 
run  Joseph  P.  Kennedy  Enterprises,  the  family  office  in 
New  Yqrk,  would  talk  specifically  about  the  fortune  or 
about  family  money  management.  But  from  a  few  inter- 
views with  individual  Kennedys  and  scores  of  interviews 
with  business  associates,  money  managers  and  real  estate 
experts,  a  picture  emerges  of  money  managed  by  caretak- 
ers and  neglected — except  in  the  spending  of  it — by  most 
of  the  owners. 

With  the  Merchandise  Mart  complex  composing  the 
bulk  of  it,  the  Kennedy  fortune  is  clearly  still  going 
downhill.  After  booming  for  nearly  a  decade,  the  Mart  is 
hitting  tough  times.  The  Mart  was  old  Joe's  crown  jewel, 
created  from  some  of  the  cash,  credit  and  political  influ- 
ence he  built  up  in  his  heyday. 

As  a  businessman  and  investor,  Joe  Kennedy  liked  to  bet 
on  sure  things.  He  bought  and  sold  stock  as  an  insider, 
profiting  from  friendships  and  knowledge  to  plunge  into 
Wall  Street  pools  and  manipulate  such  stocks  as  Chicago 
Yellow  Cab  and  Libbey- Owens -Ford  Glass. 

His  liquor  fortune  was,  notes  Richard  Whalen,  founded 
on  political  influence.  As  Prohibition  was  on  the  way  out, 
Joe  Kennedy  used  James  Roosevelt,  fdr's  son,  to  get  access 
to  those  who  controlled  Scodand's  distilleries.  Some  say 
Kennedy,  returning  with  distribution  rights  to  brands  such 
as  Haig  &  Haig  and  Dewar's  scotch  and  Gordon's  gin, 
dumped  young  Roosevelt  and  proceeded  to  build  Somer- 
set Importers  into  a  force  in  the  liquor  business.  He  sold  it  in 
1946  to  Renfield  Importers  for  $8  million — maybe  $100 
million  today  if  invested  in  the  Dow. 

The  Mart  was  another  insider  deal.  Kennedy  bought  it 
from  Marshall  Field  in  1945,  knowing  from  his  govern- 
ment cronies  that  low-rent  government  leases  were  about 
to  expire.  Kennedy  thought  they  could  be  replaced  with 
more  lucrative  ones.  He  paid  $13  million — only  $1  million 
in  cash.  He  mortgaged  out  $17  million  of  his  profit,  later 
borrowing  another  $14  million  on  the  property. 

Kennedy  was  one  of  the  first  to  benefit  from  the  post- 
WWII  real  estate  boom.  He  paid  $600,000  for  one 
property  at  51st  Street  and  Lexington  Avenue  in  New 
York  that  he  sold  a  few  years  later  for  nearly  $4  million.  He 
once  owned  the  Fahnestock  mansion  in  Manhattan,  near 
the  base  of  today's  Helmsley  Palace  Hotel.  He  sold  it  for 
$450,000,  more  than  twice  his  cost.  When  he  suffered  a 
disabling  stroke  in  1961,  Stephen  Smith,  Willie's  father, 
undertook  to  mind  the  store.  By  Joe's  death,  in  1969, 
virtually  all  but  the  Mart  had  been  sold. 

Had  the  fortune  been  in  better  hands,  it  would  have 
been  a  diflx;rent  story.  For  example,  before  1952  Kennedy 
bought  land  on  New  York  City's  59th  Street  and  Txxing- 
ton  Avenue,  part  of  the  plot  where  Alexander's  depart- 
ment store  now  stands,  for  $1.9  million  ($100,000 
down).  He  sold  it  later  for  $6  million  cash.  A  nice  profit,  to 
be  sure,  but  Kennedy  sold  too  soon.  Today  the  parcel  is 
worth  perhaps  $75  million. 

But  if  the  Kennedys  have  lost  the  knack  for  making 


money,  they  haven't  lost  the  knack  for  living  well.  Back  in 
1946  Joe  lectured  his  son  Jack,  then  a  fi-eshman  congress- 
man, for  spending  $50,000  a  year  on  "incidentals."  Jack's 
"incidentals"  cost  the  equivalent  of  what  ten  t>pical 
American  families  earned  that  year.  And  the  family  contin- 
ues to  live  well,  with  houses  in  Palm  Beach,  Hyannis  Port, 
Southampton  and  McLean,  Va. 

And  the  payoffs!  In  The  Kennedys,  by  Peter  Collier  and 
David  Horowitz,  Tip  O'Neill  recalls  that  Massachusetts 
gubernatorial  candidates  expected  to  meet  with  Joe — and 
walk  away  with  suitcases  filled  with  550,000  in  cash. 

The  Kennedy  fortune  is  largely  held  by  trusts  set  up  in 
1926  and  1936 — a  tax  shelter  generally  no  longer  avail- 
able. Kennedy  originally  appointed  old  cronies  as  trustees. 
As  the  years  passed  they  were  succeeded  by  Kennedy 
family  and  friends,  among  them  Thomas  Watson  Jr.  of 
IBM;  former  cabinet  member  Robert  McNamara;  and 
Boston  real  estate  man  John  Fallon,  a  close  fiiend  of 
Stephen  Smith's.  The  trust- 


The  Merchandise 
Mart 

in  Chicago 
The  Kennedy  for- 
tune's principal  as- 
set, it  can  no 
longer  keep  family 
members  in  the 
styles  to  which 
they  have  be- 
come accustomed. 


ees  managed  prudendy  and 
cautiously.  \Vhich  goes  to 
show  that  caution  isn't  the 
best  policy  in  an  inflation- 
ary environment. 

These  trustees  will  over- 
see investments  until  all  of 
Joe's  children  but  Jean,  63, 
and  Edward,  59,  die.  Then 
the  trusts  terminate  and  the 
principal  is  distributed.  At 
that  point,  nothing  more 
than  sentiment  will  bind 
the  family — a  glue  history 
shows  to  be  weak. 

Thomas  J.  Walsh  man- 
aged the  family  fortune 
from  1952  to  1980.  For 
now,  says  Walsh,  the  trust 
income  is  split  among  Rose, 
her  five  surviving  children 
and  the  children  of  John  F. 
Kennedy    and    Robert    F. 

Kennedy.  Many  depend  on  Joseph  P.  Kennedy  Enter- 
prises to  monitor  the  family's  income.  "That  office  does  all 
the  details,"  recalls  a  former  political  associate.  "It  was 
always,  'Call  Steve  [Smith]'  'Get  Steve  to  take  care  ofit.'  " 
Joe's  son-in-law  Stephen,  married  to  Jean,  died  last  year. 

Now  retired,  Walsh  describes  how  the  office  operated. 
According  to  Walsh,  when  a  Kennedy  heir  signed  a  check, 
the  bank  would  route  the  statement  to  the  tamily  office. 
No  worr)'  for  a  Kennedy  about  a  bounced  check  ov  keeping 
a  credit  card  balance  up  to  date. 

Today,  as  in  Joe's  day,  a  staft'  of  about  1 5  prcxiuccs 
comprehensive  monthly  statements  for  family  mcmb>ers, 
prepares  tax  returns,  insures  the  family  jcweln*  and  txca- 
sionally  even  sees  to  a  driver's  liccn.se.  Long  term  employ- 
ees for  the  most  part,  they  do  not  mingle  with  the  family 
but  toil  in  the  quiet  obscurit)'  of  a  filc-cabinct-fillcd  office. 

The  late  Steve  Smith  impressed  business  asscxiatcs  and 
bankers  with  his  sav\y.  But  he  wasn't  just  the  business 
manager;  he  handled  the  family's  personal  affiiirs  as  well.  It 
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was  Smith  who,  after  Ted  Kennedy's  car  accident  at 
Chappaquiddick,  handled  the  press  and  the  local  police 
investigation.  He  was  no  doubt  sorely  missed  during  his 
son  William's  indictment  in  Palm  Beach  last  spring. 

With  Smith  gone,  no  one  in  the  family  plays  the  central 
role  in  Kennedy  business  affairs.  But  even  Smith  was  more 
interested  in  politics  than  business.  He  helped  manage 
Robert  Kennedy's  1968  presidential  campaign  and  Teddy 
Kennedy's  1980  run.  Meantime,  would-be  pols  dropped 
in  to  tap  Smith's  political  wisdom.  The  subject  of  business 
rarely  came  up.  Longtime  friends  like  historian  Arthur 
Schlesinger,  who  often  dined  with  Smith  and  his  wife, 
seldom  heard  him  speak  of  it. 

Smith  left  the  day-to-day  management  to  Joseph  Ha- 
kim, 43,  an  Egyptian-born  Wharton  M.B.A.  Hakim, 
president  of  Kennedy  Enterprises  since  1980,  joined  after 
a  brief  stint  at  Arthur  Andersen,  where  he  had  audited  the 
family  office  books.  Until  Hakim  came  on  board,  the 


Kennedy  office  was  still  using  hand-written  ledgers  rather 
than  computers. 

Like  his  predecessor.  Hakim  was  no  investment  profes- 
sional. According  to  a  family  wealth  adviser,  the  manage- 
ment of  the  modest  portfolio  of  tax-exempt  bonds  and 
blue-chip  stocks  was  turned  over  to  Citibank's  private 
banking  department.  In  1980,  as  the  great  bull  market  in 
equities  was  about  to  begin,  just  $3  million  of  that 
portfolio  was  in  stocks,  the  rest  in  tax-exempt  securities, 
with  income  distributed  to  family  members. 

The  real  estate  business  suffered  from  a  similar  lackadaisi- 
cal approach.  The  trustees  took  in  rental  income  but  spent 
virtually  nothing  to  maintain  the  Mart.  In  1983  a  Chicago 
paper  reported  that  a  Mart  tenant  had  complained  that  the 
manager  had  used  $1 .4  million  in  Mart  fiinds  to  renovate 
his  own  propert}'  and  that  a  grand  jur)^  was  investigating. 
Evidently,  the  matter  was  quiedy  dropped. 

Meanwhile,  developers  Trammell  Crow  and  John  Port- 
man  built  marts  in  Dallas  and  Atlanta  that  lured  tenants 


and  trade  show  business  away  from  the  Kennedys'  center. 
New  high-tech  showrooms  in  the  Pacific  Design  Center  in 
Los  Angeles  and  the  Atlanta  Apparel  Mart  attracted  other 
Mart  tenants  and  shoppers. 

Smith  made  a  few  half-hearted  responses.  After  adding 
the  Apparel  Center  in  Chicago,  he  built  a  smaller  design 
center  in  Washington,  D.C.  in  1983,  and  two  years  later 
briefly  joined  the  bidding  contest  for  a  publicly  traded 
mart  in  North  Carolina.  But  his  biggest  task  was  refijrbish- 
ing  the  Mart.  Its  exterior  hadn't  been  cleaned  in  50  years. 
The  air-conditioning  was  so  poor,  says  one  frequent 
visitor,  that  the  temperature  was  often  10  degrees  warmer 
than  outdoors — a  problem  that  cost  S15  million  to  fix. 

By  the  late  1980s,  a  sale  seemed  simpler  than  the  fiill- 
scale  renovation  the  propert\'  required.  The  family  floated 
an  asking  price  of  $450  million,  according  to  a  Chicago 
broker,  but  no  one  would  meet  it. 

So  Smith  ended  up  spending  $150  million  for  renova- 
tion that  included  building  a  bridge  between  the  Mart's 
two  buildings,  installing  new  lighting  and  a  $50  million 
retail  mall.  But  even  with  that  fixup  the  Mart's  fijturc  is 
questionable.  Some  tenants  are  reconsidering  their  cosdy 
leases:  "We  pay  $28  a  foot  for  about  28,000  square  feet," 
says  real  estate  manager  Matt  Duggan  at  Herman  Miller,  a 
leading  office  fijrniture  manufacturer.  "When  our  lease 
comes  due  next  year,  we  won't  be  taking  that  much  space 
or  paying  anything  like  that." 

Next  month  the  retail  mall,  the  Shops  at  the  Mart,  is 
scheduled  to  open,  jmb,  the  mall  experts  who  are  leasing 
and  managing  the  site,  argue  that  the  business  men  and 
women  who  pass  through  the  Mart  will  provide  a  good 
customer  base.  They  had  better.  The  mall's  site  is  a  good 
mile  from  the  part  of  North  Michigan  Avenue  where 
tourists  and  Chicagoans  are  used  to  shopping.  Meanwhile, 
the  mall's  anchor,  midwestern  retailer  Carson  Piric  Scott, 
filed  for  reorganization  in  August. 

At  last  a  Kennedy  shows  some  interest  in  learning  the 
family  business.  He's  Robert's  son  Christopher,  27,  vice 
president  of  marketing  at  the  Mart.  Chris  Kennedy  is 
working  toward  an  M.B.A.  at  Northwestern  University's 
Kellogg  School.  If  he  makes  it,  he  says,  he  will  have  the 
only  M.B.A.  in  the  family.  It's  an  open  question  whether 
he  inherited  any  of  old  Joe's  drive  and  toughness. 

Many  of  Chris  Kennedy's  siblings  and  cousins  show 
scant  interest  in  augmenting  their  patrimony.  Some,  like 
Patrick,  a  Rhode  Island  state  legislator,  and  Joseph,  a 
Massachusetts  congressman,  are  in  politics.  Some  are 
dedicated  to  good  works.  Ver\'  Special  Arts  is  Kara  Kenne- 
dy's pet  program;  it  works  with  disabled  people.  Robert 
Sargent  Shriver,  whose  interest  in  business  dates  to  his 
college  thesis  on  the  Mart,  left  James  Wolfensohn's 
investment  banking  boutique  to  work  with  his  parents  at 
Special  Olympics  Productions,  an  organization  devoted  to 
the  retarded.  He  continues  to  do  venture  capital  invest- 
ments on  his  own. 

The  Kennedy  family — like  many  of  the  leftish  political 
practitioners  it  has  inspired — seems  to  have  forgotten,  if 
ever  it  realized,  the  primarv'  social  fact  of  our  time:  Good 
works  require  wealth.  A  societv'  that  neglects  wealth 
creation  cannot  deal  with  poverty  and  other  social  ills. 
Neither  can  a  family.  ^ 
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Ever  eager  to  kick  a  gift  horse  in  the 
teeth,   America's    intellectuals    look 
back  with  a  sneer  at  America's  longest 
peacetime  boom.  To  listen  to  these  intellectuals  you 
would  think  The  Forbes  Four  Hundred  was  packed  chiefly 
with  sleazy  arrivistes  teetering  on  stilted  kingdoms  of  junk. 
"Behind  every  great  fortune,"  goes  the  hallowed  cant, 
"stands  a  great  crime,"  and  The  Forbes  Four  Hundred 
seems  to  be  the  scene  of  it. 

These  alleged  crimes  didn't  go  unreported,  thanks  to 
the  U.S.  Attorney,  Pulitzer-seeking  newsmen,  directors 
such  as  Oliver  Stone,  the  Wall  Street  Journal  and  the  rest  of 
the  media  constabulary.  The  miscreants  on  our  list  sweat- 
ed under  the  fish-eye  lenses  of  Vanity  Fair,  People  Weekly 
and  M  inc,  which  peered  pruriently  into  the  shadowy 
raunch  of  the  Palm  Beach  Au  Bar  and  the  poolside  cabins 
at  the  Beverly  Hills  Hotel.  The  only  thing  wanting  was  the 
Coppola  touch  to  unveil  a  villainous  chain  of  command 
reaching  from  the  White  House  and  the  Vatican  to  the  c  ia 
and  South  Africa,  from  Drexel  Burnham  to  the  Bay  of  Pigs 
and  the  grassy  knoll.  Come  to  think  of  it,  we  did  have  the 

Coppola  touch:  the  Godfather  mov       

ies,  which  used  the  Mafia  as  a  mcta 

phor  for  business.  ^X  George  Gilder 


The  belief  that  all  wealth  comes  from  stealing  may  be 
popular  in  prisons  and  at  Harvard  and  in  Georgetown's 
bars.  It's  a  hypothesis  comforting  to  a  certain  class  of 
young  professionals,  but  there  are  certain  problems  when 
you  xry  to  make  that  fashionable  belief  jibe  with  histor>'. 
Under  the  wealth-is- theft  thesis,  the  Gilded  Era,  the 
Roaring  Twenties  and  the  Roaring  Eighties  all  emerge  as 
mere  waves  of  crime  swelling  toward  an  ineWtable  crash. 
The  trouble  with  the  thesis  is  that  these  eras  also  turn  out 
to  be  the  periods  of  greatest  U.S.  economic  growth  and 
progress. 

Still,  we  are  told.  The  Forbes  Four  Hundred  is  obscene. 
The  obscenit)'  is  not  mere  wealth  alone;  it  is  wealth  in  the 
face  of  hunger  and  homelessness.  Wealth  creates  p>ovcrty. 

But  wealth  does  not  create  povert\'.  It  creates  prosperi- 
t>'.  The  Eighties — that  era  of  "greed"  and  "obscene 
wealth" — created  more  jobs  and  housing  and  more 
spending  by  the  poor  than  ever  before  seen,  and  broke  all 
records  for  charitable  giNing.  America's  media  focused 
obsessively  on  a  few  thousand  homeless  and  a  few  million 
people  slipping,  often  briefly,  below  a  povcrn  line — and 

oven  dow  n  there  .\mcricans  generally 

enjoyed  a  living  standard  that  would 
signify'  wealth  in  most  of  the  world. 
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The  Forbes  Four  Hundred  had  a  lot  of  turnover  in  the 
1980s.  That's  the  sign  of  a  healthy  economy.  A  stagnant 
Four  Hundred  is  a  sign  of  a  stagnant  economy. 


America's  poor  of  1988  commanded  purchasing  power 
above  the  middle  class  of  1955. 

America's  poor  today  on  average  consume  more  food, 
housing,  automobiles  and  bathrooms  than  Japan's  aver- 
age citizen.  Poor  adults  who  receive  Medicaid  get  more 
money  for  medical  care  than  the  average  Japanese  citizen 
spends. 

For  any  truly  compassionate  person,  the  times  to  be 
cherished  are  the  eras  of  wealth  creation — like  the  Eight- 
ies. Yet  most  of  the  media  studiously  avoid  mention  of  all 
this  economic  progress,  concentrating  instead  on  a  by- 
product, the  creation  of  new  fortunes.  The  media  also  tend 
to  ignore  the  fact  that  great  fortunes  are  not  insulated  from 
risk:  The  same  tides  of  economic  change  and  progress  that 
were  creating  these  new  fortunes  were  also  destroying  old 
ones.  Since  1982  the  economic  and  technological  prog- 
ress unleashed  by  supply-side  policies  have  ousted  some 
60%  of  the  incumbent  tycoons  from  The  Forbes  Four 
Hundred. 

There  are,  basically,  two  kinds  of  wealth:  tangible  and 
financial.  Tangible  assets  already  exist:  real  estate,  build- 
ings, mineral  deposits,  farmland,  works  of  art,  stockpiles  of 
commodities,  wares  of  the  past.  Financial  assets  consisting 
of  stocks,  bonds  and  other  securities  represent  not  so 
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much  tangible  wealth  as  a  pledge  of 
fiiture  production. 

The  1980s  saw  a  drastic  turn  from 
retrospective  to  prospective  wealth, 
from  owners  of  oil  wells  and  office 
buildings  to  the  prospectors  of  fijture 
concepts  like  computer  soft\vare  and 
cellular  telephones.  The  cy- 
cles between  these  two 
forms  of  wealth  respond  to 
public  policy.  Times  of  in- 
flation and  high  taxes  favor 
existing  wealth  over  new  wealth,  tan- 
gible assets  over  financial  assets,  col- 
lectible capital  over  productive  capi- 
tal. Tangibles  tend  to  yield  a  relatively 
untaxable  and  uninflatable  flow  of 
benefits;  housing,  jewelry,  art  and 
leisure  offer  mostly  un- 
taxable returns.  Securi- 
ties tend  to  yield  a  tax 
able  and  inflatable  flow 
of  income  on  a  principal 
that  dissolves  with  the 


jhe  slippery  slope 


Jeciine  of  die  currency. 

Put  it  this  way:  Financial  assets  do  best  in  times  of  low 
inflationary  growth.  Hard  assets  do  best  in  times  of  high 
inflation  and  high  taxes.  In  the  1980s  a  sudden  shift 
between  these  two  kinds  of  assets  shook  The  Forbes  Four 
Hundred.  More  than  50  oil  and  real  estate  moguls,  hard- 
asset  people,  dropped  from  the  ranks.  The  losers  included 
the  Hunt  brothers  and  Fred  Trammell  Crow  of  Dallas,  and 
Donald  Trump  and  Arthur  Cohen  of  New  York.  These 
fallen  moguls  were  replaced  by  a  covey  from  computers, 
software,  cable  television  and  cellular  telephones — peo- 
ple such  as  Bill  Gates,  Paul  Allen,  Michael  Dell  and 
Craig  McCaw. 

Because  any  list  of  regnant  fortunes  will  lag  the  econo- 
my by  a  few  years,  the  figures  in  computers,  software  and 
cellular  phones  represent  a  vanguard  that  will  mature  in 
the  late  1990s,  when  the  cable  TV  tycoons  will  be  fighting 
for  their  lives  with  the  telephone  companies,  and  a  van- 
guard from  biotech  could  be  racing  to  the  fore. 

That's  why  some  people  spend  a  relatively  short  time  on 
The  Forbes  Four  Hundred.  H.  Wayne  Huizenga  of 
Blockbuster  Entertainment,  for  example,  arrives  in  1991 
just  as  his  concept  of  videocassette  superstores  comes  into 
serious  jeopardy  from  ascendant  vendors  of  "pay-per- 
view"  films.  The  cable  TV  magnates,  such  as  Amos  Hostet- 
ter  Jr.,  in  turn  could  face  their  nemesis  in  fiber-optic  nets  of 
computers. 

In  short,  as  the  economy  goes,  so  goes  The  Forbes  Four 
Hundred.  With  inevitable  lags  and  anomalies,  vendors  of 
inflation  hedges  and  tax  havens  were  pushed  off"  The 
Forbes  Four  Hundred  in  favor  of  entrepreneurs  of  the 
information  age  and  its  financiers.  A  few  of  the  old  rich  got 
pieces  of  the  new  wealth:  Land  and  potato  baron  John 
Richard  Simplot,  for  example,  invested  $30  million  in 
Micron  Technology  Inc.,  which  helped  keep  him  among 
the  Four  Hundred  during  the  bust  in  farmland  and 
commodities.  Bill  Harris  Hayden 
surged  toward  the  list  after  he  sold  out 
of  Texas  real  estate  in  1982  and  in- 
vested his  profits  in  CompuAdd,  now 
an  ascendant  mail-order  computer 
manufacturer. 

These  stories  are  rare,  however. 
The  techniques  that  favor  wealth  cre- 
ation in  one  era  rarely  work  in  another 
era.  A  Seventies  knack  for  borrowing 
money  and  buying  rigs  and  land  rarely 
equips  a  tycoon  and  his  bankers  to 
manage  the  intricacies  of  fiber  optics 
and  cellular  phones,  dna  and  C++, 
cable  programming  and  personal 
computer  operating  systems.  The 
shift  from  matter  to  mind,  therefore, 
brings  a  huge  hemorrhage  of  existing 
weakh.  Many  of  the  bankers,  savings 
and  loan  magnates  and  other  finan- 
ciers of  the  late  1970s  and  early 
1980s,  who  sought  safet)'  in  a  tan 
giblc  collateral  of  land,  build 
ings  and  mineral  deposits, 
suffered  dearly  in  the  sub- 
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sequent  crash  of  solid  objects. 

The  banking  failures  of  the  1980s  came  in  large  measure 
from  a  failure  to  understand  how  the  basis  of  wealth  was 
changing  from  the  physical  to  the  mental.  Most  American 
financiers  developed  a  poignant  faith  in  physical  wealth. 
Wasn't  the  world  running  out  of  food  and  ftiel,  land  and 
living  space.^  These  things  were  priceless.  Money  bor- 
rowed to  buy  them  could  be  repaid  through  tax-deduct- 
ible depreciation  flows  while  the  underlying  assets  would 
rise  inexorably  in  value.  Where  was  the  risk  in  such  loans? 
As  it  turned  out,  there  was  plenty  of  risk — and  plent\'  of 
broken  banks  resulted. 

While  banks  and  the  rich  were  putting  their  faith  in  hard 
assets,  more  imaginative  financiers  were  finding  they  could 
get  rich  merely  by  raising  money  for  able  entrepreneurs 
with  good  ideas  but  few  hard  assets.  From  Ted  Turner  and 
Craig  McCaw  to  Bill  Hayden  and  Amos  Hostetter — all 
devoid  of  physical  collateral — most  of  the  real  venturers  of 
the  period  were  financed  with  junk  bonds,  not  through 
conventional  sources.  Some  40%  of  all  the  fijnds  support- 
ing the  computer  and  semiconductor  industries  in  the  late 
1980s,  for  example,  came  from  high-yield  securities  in 
various  forms. 

Then,  in  the  mid-1980s,  other  fortunes  emerged  when 
thousands  of  corporate  chief  executives  sought  desperate- 
ly to  discard  the  hard  assets  and  commodities  purchased  in 
the  1970s  and  early  1980s  as  inflation  hedges.  In  1985 
alone  500  major  manufacturing  companies  shed  some 
$200  billion  of  such  assets — timber  rights,  mineral  depos- 
its, farmland,  commodity  businesses,  commercial  build- 
ings, often  even  seUing  and  leasing  back  their  own  proud 
headquarters. 

Firms  that  resisted  shedding  unnecessan'  hard  assets 
found  themselves  beset  by  leveraged-buyout  entrepre- 
neurs and  raiders  eager  to  perform  the  necessar\'  amputa- 
tions. These  operations  were  sufficiendy  messy  and  un- 
popular among  powerful  manage- 
ments and  their  political  supporters 
that  only  a  few  people  were  brassy 
enough  to  undertake  them.  These 
men — Milken,  Kravis,  Perelman, 
Kluge,  Peltz,  Steinberg — leapt  high 
on  the  lists  of  The  Forbes  Four  Hun- 
dred. Joining  them  today  on  the  list  is 
Reginald  Lewis,  a  Milkcnesquc  deal- 
maker,  who  recently  w  on  his  batde  to 
sustain  the  debt  of  a  restructured  TLC 
Beatrice  International  Holdings  and 
became  the  only  black  currently  on 
The  Forbes  Four  Hundred. 

But  financial  dealing  was  far  from 
the  only  source  of  new    wealth  in 
recent  years.  The  personal  computer 
industr>'  alone  generated  more  than 
10,000  new  companies,  increased  the 
number  oi'  computer  systems  two- 
hundredfold,  and  created  an  entire 
new    technical   culture   in   digital 
electronics,  w  ith  the  number  of 
ccMiiputer    scientists    rising 
43%   a  year   tha>uchout 


The  1980s  saw  a  drastic 
turn  from  retrospective 
to  prospective  wealth, 
from  owners  of  oil  wells 
and  office  buildings  to 
the  prospectors  of  future 
concepts  like  computer 
software  and  cellular 
telephones.  The  cycles 
between  these  two  forms 
of  wealth  respond  to 
public  policy. 


TrustwortJ 


Major     armi 


Hardworkinj 


ing  smile.     A  lantern  ^^^v.     Sho 


If^^. 


heart.     A  kille 


APRODUCTOf    CRUPPO  C 


There's  a  passion  that  drives  thf 

more  quality  inti 


Six  years  ago,  the  people  of  General 
Motors  embarked  on  a  mission  to  build 
quality  cars  and  trucks  that  rival  the  best 
in  the  world. 

And  we're  domg  it  with  a  passion. 


Engine  Endurance 


That's  how  Chevrolet  broke  a  14-year- 
old  Mercedes  endurance  record  by  pushing  a 
stock  GM  engine  for  28  straight  hours  and 
averaging  over  173  miles  an  hour. 

It's  why  a  118-degree  day  in  a 
Mesa,  Arizona  desert 
became  a  welcomed 
opportunity  to  prove 
the  reliability  of  GM's 
3800  engine  in 
Oldsmobile,  to  make 
it  one  of  the  most 
trouble-free  V-6s 
in  America. 

It's  why  we  punish  engines  in  Cadillacs 
with  choking  clouds  of  sand  and  snow  to 
I     deliver  a  V-8  so  tough  that  after  five  years  no 
luxury  car  made  in  America  is  more  reliable. 


Reliable  Braking 


It's  why  we  superheat  Pontiac's  brakes  to  the  very 
edge  of  endurance  on  a  24-milc  descent  from  Pikes 
Peak,  helping  to  make  the  brakes  on  1991  GM  cars  more 
trouble-free  than  any  other  domestic. 


Smoother  Transmissions 


It's  why  we  crammed  over  six  million 
miles  of  combined  engineering  experience  into  the 
electronic  transmissions  m  Buicks  with  3800  \'-6s.  to 
be  sure  they'll  deliver  quick,  smooth,  trouble-free 
performance. 


CHEVROLET 
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OLDSMOBILE 


eople  of  GM  to  build  more  and 


93%  Would  Recommend 

These  are  just  a  fe\^'  of  the  ordeals  the 
people  of  GM  endure  in  our  passion  to  deliver 
on  our  commitment  to  quality. 

In  the  past 
six  years,  the 
people  of  GM  have 
redesigned  and 
engineered  99  new 
cars  and  trucks  to 
improve  qualit)'. 

So  were 
pleased  to  report 
that  after  dri\ing  thousands  of  miles, 
95  percent  of  our  new  owners  would 
recommend  a  new 
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GS\  S  PARTNERS  IN  QLAU"n 


Che\Tolet,  Pontiac. 
Oldsmobile.  Buick, 
Cadillac  or  GMC  Truck  to  a  friend. 
See  for  yourself  at  a  GM  dealer 

e  1<»1  Grnctji  yJkHiOts  Coiporjuon 


Resale  Value 


And  its  why  we  plow  GM  four- wheel -drive 
SNStems  through  tons  of  mud  to  stress  them  to  the  limit. 
Its  one  reason  why  GMC  Trucks  and  Che\A  Trucks 
have  delivered  higher  resale  value  than  any  truck  over 
the  past  12  years. 


MARK  OF  EXCELLENCE 


PUTTING  QUALITY  ON  THE  ROAD 


B  L  I  C  K 


CADILLAC 


GMC 


TRUCK 


The  slippery  slope 


the  decade. 

Joining  The  Forbes  Four  Hundred  were  William  Gates 
III  of  Microsoft  Corp.  and  Lawrence  Ellison  of  Oracle 
Systems  Corp.,  and  this  year  Michael  Dell  of  Dell  Com- 
puter Corp.  and  Robert  Levine  and  Craig  Benson  of 
Cabletron  Systems  Inc.,  a  computer  networking  firm. 

The  changes  in  The  Forbes  Four  Hundred  were  only 
one  manifestation  of  the  tremendous  changes  wrought  in 
the  1980s.  From  the  1982  trough  to  the  1990  peak  U.S. 
exports  surged  93%,  capital  equipment  spending  increased 
76%,  manufacturing  output  climbed  48%,  nonfinancial 
gross  domestic  product  rose  39%.  Jobs  rose  some  20%, 
including  a  30%  rise  in  black  employment  and  a  52%  surge 
in  Hispanic  employment.  Between  1982  and  1987  the 
number  of  businesses  owned  by  blacks  rose  by  more  than 
one-third,  and  their  receipts  more  than  doubled. 

Cause  for  rejoicing?  Not  among  the  American  high- 
brows. When  contemplating  the  prospects  for  the  1990s, 
highbrows  and  liberal  pols  shun  all  concern  with  technol- 
ogy, enterprise,  life  spans  and  real  incomes  in  favor  of  a 
fetish  for  "fairness"  and  a  yen  to  punish  success.  Turning 
reality  upside  down,  they  castigate  the  1980s  for  material- 
ism and  greed.  They  prophesy  a  condign  crash  and 
depression  for  the  1990s,  caused  not  by  the  increasing 
policy  mistakes  of  this  decade  but  by  the  policy  successes  of 
the  1980s. 

Because  the  economy  thrived  in  the  1980s,  they  say,  we 
will  pay  the  price  in  the  1990s — just  as  the  boom  of  the 
Roaring  Twenties  was  followed  by  the  Great  Depression 
of  the  1930s.  Socialist  scholars  such  as  John  Kenneth 
Galbraith  and  his  followers  see  a  capitalist  morality  play  of 
greed  and  grim  deserts,  from  gorged  riches  to  anguished 
wretches. 

In  The  Politics  of  Rich  and  Poor,  Kevin  Phillips  predicts 
that  public  outrage  will  punish  the  rich  and  their  political 
friends  for  these  "excesses." 

PhiUips  ignores  that  this  latest  peri- 
od of  "excess"  brought  huge  benefits 
to  the  American  people  in  jobs,  op- 
portunities and  new  technology.  He 
counts  as  periods  of  portentous  excess 
virtually  every  period  of  high  creativ- 
ity and  progress  in  the  last  100  years. 
(He  does  conveniently  omit  the  up- 
surge of  the  1960s,  which  was,  like 
that  of  the  1980s,  driven  by  tax  cuts 
and  rising  revenues.  But  then  the 
1960s  are  shielded  from  opprobrium 
by  the  liberal  patina  of  Camelot.) 

Phillips  fails  to  recognize  that  the 
Gilded  Age  of  so-called  robber  barons 
and  other  "greedy"  capitalists  pro- 
duced the  oil  and  steel  industries  that 
fiieled  U.S.  triumphs  in  two  world 
wars.  During  this  period  arose  the 
automobile,  telephone  and  electrical 
technologies  of  the  modern  age.  Dur- 
ing this  era  American  capitalists 
brought   their  country's  stan- 
dard of  living  to  world  lead- 
ership for  the  first  time. 
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In  predicting  punishment  for  the  Eighties  wealthy, 
Phillips  and  the  other  liberals  embrace  a  central  myth  of 
the  left  that  presents  the  Great  Depression  as  a  purgatory 
for  the  avarice  of  the  Roaring  Twenties — as  the  inevitable 
outcome  of  the  Twenties  boom.  This  argument,  however, 
ignores  all  of  the  economic  data  from  the  1920s  and  1930s 
that  were  carefiilly  assembled  by  economist  Alan  Reynolds 
in  a  path- breaking  1979  National  Review  article  com- 
memorating the  crash  of  1929. 

Reynolds  demonstrated  that  the  stock  market  boom  of 
the  1920s  reflected  powerfijl  real  gains  in  output,  divi- 
dends, innovation,  real  incomes  and  globalization.  Per 
capita  output  rose  42%  between  1921  and  1929.  Life 
expectancy  increased  5.6  years.  Rapid  advances  in  tele- 
phone technology  joined  the  new  business  of  radio  manu- 
facture to  provide  a  spearhead  of  communications  and 
services  to  the  industrial  engines  of  growth  in  chemicals, 
power  and  steel.  The  auto  industry^  doubled  its  produc- 
tion. Foreign  trade  reached  an  unprecedented  7%  of  U.S. 
economic  activity. 

The  1920s  stock  market  boom  reflected  not  chiefly  a 
spiral  of  vain  speculation  but  a  surge  of  productivit)'  and 
invention.  The  Roaring  Twenties  could  have  foreshad- 
owed not  a  depression  but  an  era  of  prosperous  creativity' 
that  might  well  have  swept  througn  the  entire  world. 
Instead,  Congress  enacted  high  tariffs  with  the  Smoot- 
Hawley  Act  and  more  than  doubled  income  tax  rates 
under  President  Herbert  Hoover.  In  a  period  of  deflation, 
with  prices  dropping  rapidly,  real  interest  rates  surged  to 
nearly  20%.  Franklin  Roosevelt  followed  Hoover's  exam- 
ple with  a  long  succession  of  tax  hikes,  monetan'  blunders 
and  antiwealth  regulations.  By  World  War  II  the  top 
income  tax  rate  had  risen  to  79%. 

Magnifying  these  mistakes  was  the  entrenchment  of 
Stalin,  Hitler  and  other  statist  rulers  in  Europe  and  Asia. 
Providing  crucial  cover  for  the  most  vicious  tyrants  in 
human  histor)'  were  the  world's  lead- 
ing   intellectuals,     neurotically    es- 
tranged from   the  capitalist  system 
that  brought  them  wealth  and  power. 
History  repeats.  During  the  1920s, 
when  capitalism  was  producing  tre- 
mendous benefits  for  the  world,  our 
intellectuals  were  barking  at  its  heels. 
Sinclair  Le\\is,  a  bestselling  author  of 
the  Twenties,  won  his  Nobel  Prize  for 
deriding  the  mainstay  moralir\-  and 
culture  of  capitalism  in  Babbitt,  Main 
Street  and  TIjc  Man  WIjo  Knew  Coo- 
lidjje.  H.L.  Mencken  scotfed  at  the 
stupidit>'  of  American  commercial  val- 
ues, and  the  eggheads  cheered.  P. 
Scott  Fitzgerald  viflered  his  elegiac 
songs  of  the  vanit\'  of  commerce. 
Upton  Sinclair  raged  at  the  jungle  of 
capitalism.   John   Dos   Passos,  lohn 
Steinbeck,  Jack  London  and  Ernest 
Hcmiiigway  prospered  while  cele- 
brating communists  and  sneer- 
ing at  wealth. 

So,  it's  deja  noi  all  over 


The  shift  from  matter 
to  mind  brings  a  huge 
hemorrhage  of  existing 
wealth.  Many  bankers 
and  S&L  magnates  of 
the  late  1970s  and  early 
1980s  who  sought  safe- 
ty in  the  tangible  collater- 
al of  land,  buildings  and 
mineral  deposits,  suffered 
in  the  subsequent  crash 
of  solid  objects. 
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A  lot oi peopleenjoy 
Courvoisier  with  a  splash. 


COUFYOISIEK 


ihf    Jippery  slope 


again.  In  the  1980s  intellectuals  felt  estranged  by  the 
ascendancy  of  business.  With  film  directors  and  actors  in 
the  lead,  leftists  presented  an  unending  parade  of  evil 
exploiters  and  sinister  magnates,  with  virtually  every  tale  of 
cops  and  robbers  ending  in  the  penthouse  aerie  of  some 
vicious  chief  executive.  In  real  life,  killer  CEOs  are  rarer  than 
whooping  cranes,  but  on  television  they  are  ubiquitous.  TV 
took  its'  cues  from  film,  offering  an  endless  morality  play  in 
which  heroic  public  defenders  and  poverty  lawyers,  rene- 
gade cops  and  prostitutes  uncover  the  depraved  plots  of 
what  are  essentially  The  Forbes  Four  Hundred. 

All  this  is,  unfortunately,  taking  its  toll  on  U.S.  econom- 
ic creativity  and  productivity.  Today  in  America  the  acids 
of  envy,  brewed  and  stirred  by  intellectuals,  are  lapping  at 
the  foundations  of  business,  paralyzing  investment  activi- 
ty. For  the  first  time  in  three  decades,  new  business 
formations  have  declined  for  four  years  in  a  row,  currently 
standing  some  9%  below  the  1986  level.  The  U.S.  is  now 
destroying  the  key  sources  of  entrepreneurial  finance: 
venture  capital,  junk  bonds  and  commercial  banks.  Since 
the  late  1980s  new  issues  of  high-yield  securities  and  bank 
loans  to  noninvestment-grade  companies  have  dropped 
some  90%,  while  venture  capital  oudays  have  sunk 
by  some  40%. 

The  danger  to  U.S.  living  standards  today  comes  not 
from  debts  incurred  in  the  1980s  but  from  policy  errors 
inflicted  on  the  debtors  in  the  1990s.  Debt  is  dangerous 
only  when  assets  are  declining  in  value  and  income  is 
shrinking. 

During  the  1980s  asset  values  grew  far  faster  than  debt. 
At  the  end  of  the  1980s  the  worth  of  corporate  equity 
exceeded  debt  by  more  than  $1  trillion,  up  from  $160 
billion  ten  years  earlier.  Higher  taxes  during  the  1990s, 
however,  have  halted  economic  growth  and  asset  appreci- 
ation, thus  transforming  a  manageable  level  of  debt  into  a 
crippling  burden  for  many  firms. 

George  Bush  stands  on  the  verge  of 
becoming  the  Herbert  Hoover  of  the 
1990s.  Although  he  has  commend- 
ably  eschewed  protectionism.  Bush 
has  allowed  U.S.  taxes  on  capital  to 
rise  to  one  of  the  highest  levels  in  the 
industrial  world.  A  recent  study  by  the 
London  Stock  Exchange  shows  that 
the  U.S.  is  exceeded  only  by  Canada 
and  rivaled  only  by  Britain  in  capital 
gains  taxes,  with  Japan  lagging  far 
behind.  Only  the  English-speaking 
nations  significantly  tax  capital  gains 
at  all. 

Maybe  what  we  need  in  this  coun- 
try   is    a    better    understanding    of 
wealth.  Most  people  think  of  Lifestyles 
of  the  Rich  and  Famous  when  they 
think  about  wealth.  But  even  if  he 
wanted    to,    Sam    Walton    couldn't 
spend  more  than  a  tiny  fraction  of  his 
wealth.  Sam  Walton  actually  lives 
modestly,  but  even   the   most 
extravagant  and  flamboyant 
possessor  of  a  great  for- 
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tune  cannot  spend  more  than  a  small  portion  of  his 
income,  to  say  nothing  of  his  wealth. 

Most  great  wealth  isn't  spent:  It  is  used.  Mosdy  it  is  used 
in  enterprises  that  succeed  chiefly  to  the  extent  that  they 
supply  willing  customers  with  valued  goods  and  services. 
Profits  and  capital  gains  reflect  not  greed  but  service  to 
others.  Taxing  this  wealth  away  does  not  make  the  poor 
richer.  It  makes  everybody  poorer. 

In  large  part,  free  economies  prosper  because  the  very 
entrepreneurs  who  have  proved  their  abilit)'  to  create 
wealth  win  the  right  to  reinvest  it.  It  is  not  greed  but  the 
spirit  of  enterprise  that  leads  a  Forbes  Four  Hundred 
figure  such  as  Jack  Simplot  or  David  Rockefeller  to  pursue 
his  businesses  into  his  70s  and  80s  rather  than  retire  to  a 
friendly  beach. 

Greed  leads,  as  by  an  invisible  hand,  not  to  capitalism, 
but  to  socialism,  as  people  turn  to  government  to  gain 
wealth  without  work — wealth  that  they  can  neither  earn 
nor  comprehend. 

Despite  discouraging  recent  trends,  all  is  not  lost.  There 
are  three  powerfiil  and  interlinked  forces  of  hopeful 
change.  One  is  the  ever- accelerating  information  revolu- 
tion, which  during  the  next  decade  could  produce  a 
thousandfold  rise  in  the  cost-effectA-eness  of  computers 
and  fiber-optic  communications.  The  entire  information 
economy  will  be  transformed,  creating  huge  new  opportu- 
nities for  entrepreneurship. 

The  second  great  source  of  hope  is  the  rise  of  capitalist 
Asia  led  by  Japan,  with  its  huge  entrepreneurial  energy, 
reserves  of  savings  and  commitment  to  the  future.  Al- 
though it  would  be  preferable  to  have  Americans  finance 
their  own  technologies,  the  current  U.S.  hostiliu'  to 
capital  means  that  Japan  \\ill  probably  provide  the  bulk  of 
U.S.  venture  funds.  It  is  far  better  than  nothing. 

The  third  great  source  of  hope  is  the  liberation  of  the 
communist  world,  with  its  deep  disdain  for  the  promises  of 
government  and  its  superbly  educat- 
ed scientific  elites.  The  interplay  of 
these  forces  could  impel  the  global 
economy  into  a  new  upward  spiral. 

The  central  drama  of  economics  is 
not  the  struggle  bcrv\ecn  rich  and 
poor — their  interests  aren't  all  that 
divergent — but  the  struggle  berv\cen 
the  past  and  the  fiiture,  bcrween  the 
capitalist  drive  to  invest  in  new  ven- 
tures and  the  socialist  impulse  to  pre 
ser\c  existing  jobs,  businesses  and 
concentrations  of  wealth. 

When  the  capitalists  win,  most  peo- 
ple win.    The  chief  losers  are  other 
capitalists,  since  change  and  growth 
create  turmoil,  with  the  old  fortunes 
fading  and  the  new   ones  replacing 
them.  When  the  populist  and  stxialist 
politicians    win.    The    Forbes    Four 
Hundred    fi>s,silizes,   changing  only 
slighth  from  year  to  year.  Here's  to 
a  Forbes  Fmir  Hundred  that 
has     100%    turnover    cvcrv 
decade!  ^ 


Over  50  oil  and  real  es- 
tate moguls  fell  from  the 
list.  The  losers  included 
the  Hunt  brothers,  Fred 
Trammell  Crow  and 
Donald  Trump.  They 
were  replaced  by  entre- 
preneurs in  computers, 
software,  cable  TV  and 
cellular  phones — people 
like  Bill  Gates,  Michael 
Dell,  Craig  McCaw. 


This  is  the  key 

to  outstanding 

automotive  performance. 


It  sparks  the  ignition  of 
the  1962  Ferrari  250 
GTO— a  masterpiece 
of  automotive  engi- 
neering, style  and 
design.  No  other 
Ferrari  model— 
and  no  other 
moke  of  automo- 
bile—has won  more 
prizes  than  this 
legendary  sports 
coupe  from 
Maronello. 


This  is  the  key 

to  outstanding 

private  banking  performance. 


Purchasing  a  Ferrari  is  an  investment  in  both  perfor- 
mance and  appreciation  over  time.  Performance  and 
appreciation  are  also  goals  of  the  private  investor- 
goals  which  Sv/iss  Bonk  Corporation  helps  its  clients 
identify  and  realize  v^orldwide.  With  offices  in  34 
countries,  Swiss  Bonk  Corporation  serves  U.S. 
investors  with  power  and  presence  on  a  truly 
global  basis. 

Our  expertise  in  structuring  balanced  portfolios  pro- 
vides our  clients  with  a  custom-tailored  approach  to 
building  wealth,  preserving  capital  and  reducing  risk. 
One  more  advantage  Swiss  Bank  Corporation  offers 
private  investors  is  an  abiding  commitment  to  the  same 
sound  business  principles  and  practices  that  hove 
earned  us  a  triple-A  rating  from  the  two  leading  U.S. 
credit  rating  agencies. 

If  you're  an  investor  with  substantial  assets,  Swiss  Bonk 
Corporation  would  welcome  the  opportunity  to  send 
you  a  complimentary  copy  of  "A  Global  Approach 
to  Investment  Management."  In  New  York  City  call 
Jane  N.  Abitonta,  (212)  574-3374.  In  Son  Francisco, 
Diane  A.  Spirandelli,  (415)  774-3324.  In  Los  Angeles, 
B.  Kirk  Michie  or  Richard  Schoefer,  (213)  625-1926. 
In  Miami,  Stefan  Wernii,  (305)  375-0110. 


Swiss  Bank  Corporation 

Schweizerischer  Bonkverein 
Societe  de  Bonque  Suisse 

The  key  Swiss  bank 


New  York     •     Chicago     •     Houston     •     Los  Angeles 
Miami      •     San  Francisco 
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The   Store. 

Entering  a  Cartier 

BOUTIQUE   IS   LIKE   OPENING 
A   WONDERFUL  JEWEL  BOX 
AND   DISCOVERING   A   WEALTH 
OF   DAZZLING   TREASURES 
INSIDE.    An   EXTRAORDINARY 

array  of  inventive 
objects,  each  created 
and  signed  by  the  world's 
most  celebrated  jeweler. 
From  the  elegantly 
functional  to  the 
frankly  luxurious: 
jewelry,  watches,  pens, 
lighters,  tableware, 
leather  goods.  fragrances, 
eyewear  and  more. 
Everything  tempts. 
Everything  is  Cartier: 
epitomizing  the 

ART  of  living. 

the  art  of  giving, 

the  art  of  being  unique. 


TO  c)Ri)K«  A  i:i)in  oy  oi  h  i:  xtalogle. 

PLEASE  CALL  l-800<:,\RT1ER. 


ar/ier 

THE       ART      OF       BEING       UNIQUE 
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Consuming  conspicuously  is  becoming 
more  reasonable. 

Price  break 
for  the  rich 


By  Manjeet  Kripalani 

As  WE  NOTED  in  tiiese  pages  last  year,  a 
falling  dollar  is  a  hidden  tax  on 
wealthy  people.  That's  because  much 
of  what  they  buy — from  Rolls-Royces 
to  Davidoff  cigars — is  produced  in 
foreign  countries;  when  the  dollar 
falls  against  those  countries'  curren- 
cies, the  dollar  prices  of  the  goods 
generally  rise.  During  1989-90  the 
dollar  was  weak,  and  The  Forbes  Four 
Hundred  cost  of  living  extremely  well 
index  (Clewi)  rose  11%,  double  the 
rise  for  the  U.S.  cost  of  living  index. 
On  the  other  hand,  a  stronger  dol- 
lar is  a  kind  of  tax  cut  for  conspicuous 
consumers.  When  the  dollar  is  strong, 
as  it  has  been  this  year,  the  price 
increases  of  imported  goods  moder- 
ate; some  prices  even  fall.  In  the  last 
12  months  Clewi  has  climbed  only 


3.5%,  the  smallest  rise  since  we  first 
constructed  the  index  five  years  ago. 
The  overall  Consumer  Price  Index,  by 
comparison,  rose  4.4%.  And  had  we 
ignored  several  price  increases  pushed 
through  in  August  and  September, 
Clewi  would  have  climbed  a  mere 
2.5%.  But  France's  La  Tour  d'Argent 
restaurant  and  New  York's  Stanhope 
Hotel  suddenly  raised  their  prices. 

Still,  there's  not  much  to  complain 
about  on  the  conspicuous-consump- 
tion front.  Bespoke  shirts  by  Lon- 
don's TurnbuU  &  Asser  are  £90  each, 
and  handmade  John  Lobb  shoes  cost 
the  same  as  last  year  in  pounds, 
£1,006.  But  with  the  dollar  strong 
against  sterUng,  a  dozen  T8cA  shirts 
cost  $1,836,  down  5%  from  last  year; 
the  Lobb  shoes  cost  $1,710,  nearly 


$200  less  than  last  year. 

Prices  of  American -made  goods 
and  services  for  the  wealthy  also  seem 
to  be  plateauing.  A  catered  dinner  at 
home  by  Ridgewell's  in  Washington, 
D.C.  didn't  go  up  a  cent,  nor  did  the 
cost  of  a  termis  court. 

One  of  the  worst  deals,  in  terms  of 
price  increases,  will  surprise  no  one: 
education,  where  administrators  can- 
not or  will  not  get  a  grip  on  the  cost 
spiral.  Tuition,  room  and  board  at 
prep  school  Groton  is  up  11%,  to 
$18,900;  at  Harvard,  up  7%,  to 
$22,080. 

Almost  as  bad  is  another  labor- 
intensive  product  for  which  consum- 
ers will  pay  practically  anything: 
health  care.  A  facelift  will  set  you 
back  7%  more  than  last  year;  a  stay  in  a 
private  room  at  Washington  Hospital 
Center  is  up  10%,  to  $713  a  night. 

Here's  something  that's  slowly  be- 
coming affordable  again:  art.  For  the 
first  time  in  three  years,  Sotheby's  art- 
market  trends  index  has  dropped — 
and  it's  down  a  dramatic  21%,  thanks 
not  only  to  the  strong  dollar  but  also 
to  the  evaporation  from  the  art  scene 
of  all  those  high-rolling  Japanese 
speculators  and  money-launderers 
(Forbes,  Apr.  29). 

For  those  who  want  to  consume 
conspicuously  but  don't  want  to 
spend  more  than  they  have  to,  things 
are  looking  up.  ■§ 


Forbes  cost  of  living  extremely  well  index 

1976  price 
Apparel 

Coat/Natural  Russian  Sable  by  Maximillian  Fur  Co.,  N.Y.  $40,000 

Dress/Adolfo  Couture  950 

Loafers/Gucci  89 

ShJrtS/l  dozen  cotton,  Turnbull  &  Asser,  bespoke  448 

Shoes/men's  black  calf  wingtip,  custom-made,  John  Lobb,  London  202 


1991  price 


$200,000 

1,500 

295 

1,836 

1,710 


%  change 
1990-91 


none 
none 
+14 
-5 
-11 


Educational  expenses 

School/preparatory,  Groton,  1 -year  tuition,  room,  board 
University/Harvard,  1-year  tuition,  room,  board,  insurance 

4.200 
5,900 

18,900 
22,080 

+  11 
+7 

Entertainment 

Catered  dinner/for  40,  by  Ridgewells,  inc.,  wash.,  D.C. 
Opera/2  season  tickets,  Metropolitan  Opera,  Saturday  night,  box 

2,200 
480 

5,040 
2.250 

none 
+9 

Food  at  home 

Caviar/beluga  malossol,  1-kilo  tin,  average  retail 
Champagne/Dom  Perignon,  case,  Sherry-Lehmann,  N.Y. 
Filet  mignon/7  pounds,  Lobel's,  N.Y. 

283 

300 

50 

1,478 
947 
125 

none 

+7 

none 

October  2 1,1991 
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Panasonic 

Official  Sponsor 
1992  US  Olympic  Team 


USA 


How  Panasonic  video  technology 
does  more  than  capture  the 
Olympic  Games,  it  Improves  them. 


A  muscle  flexes  a  split  second  sooner.  A 
toe  stretches  l/30th  of  an  inch  farther.  A 
breath  is  drawn  one  beat  earlier.  A  world 
record  is  shattered.  And  halfway  around 
the  world,  millions  of  people  are  brought 
to  their  feet.  What  they  have  witnessed 
has  redefined  the  limits  of  human  endur- 
ance. What  they're  watching  is  the 
Olympic  Games.  And  Panasonic  is  proud 
to  be  a  part  of  them.  We're  not  only  spon- 
soring the  1992  Games,  the  U.S.  Olym- 
pic Training  Centers  are  using  our  video 
equipment  to  help  athletes  review  their 
performances,  and  our  digital  VTR  tech- 
nology will  let  you  watch  the  Games 
from  Barcelona  with  detail  and  clarity. 


To  Panasonic,  being  an  official  sponsor  of  the 
1992  Summer  Olympic  Games  is  both  a  commit- 
ment and  a  challenge.  We've  dedicated  our  vast 
resources  to  improving  the  Games,  its  athletes, 
as  well  as  your  ability  to  enjoy  them. 

TAKING  ATHLETES  FURTHER 

At  the  U.S.  Olympic  Training  Center  an  athlete's 
performance  is  measured  in  inches,  in  seconds 


and  in  infinite  detail  on  Panasonic  video  equip- 
ment. The  Olympic  Training  Centers  across 
America  have  been  provided  with  video  equip- 
ment that  can  help  athletes  visualize,  analyze  and 
scrutinize  every  motion  and  subtlety  to  edge  a  9.9 
performance  up  to  a  10. 

BRINGING  THE  WORLD  CLOSER 

While  the  1992  Summer  Games  take  place  in 
Barcelona,  Spain,  people  all  over  America  will 
feel  as  if  the  events  are  being  held  in  their  home- 
town. One  reason:  A  wide  range  of  Panasonic 
digital  video  equipment  will  help  cover  the 
Games.  Including  the  world's  first  1/2"  digital 
videotape  recorders  and  cameras.  Small  and 
lightweight,  this  equipment  allows  more  spon- 
taneous coverage.  It  lets  broadcasters  record  and 
edit  events  with  almost  no  visual  deterioration, 
and  can  record  higher  quality  audio  and  video 
images  than  standard  analog  equipment. 

HUMAN  ELECTRONICS 

The  spirit  behind  the  Olympic  Games,  the  relent- 
less drive  and  striving  to  improve,  is  at  the  core  of 
what  we  call  Human  Electronics.  Every  day  we 
dedicate  ourselves  to  creating  and  marketing 
products  that  make  life  richer,  safer  and  more 
comfortable.  This  dedication  results  in  a  single- 
minded  philosophy:  Don't  create  technology  for 
technology's  sake,  but  for  man's  sake. 


Panasonic 

MATSUSHITA  ELECTRIC 


Forbes  cost  of  living  extremely  well  index 

1976  price 


1991  price 


Piano/Steinway  &  Sons,  concert  grand,  Model  D,  ebonized 

13,500 

57.200 

+7 

Flowers  in  season/arrangements  for  6  rooms,  changed  weekly 

1,400 

5,070 

+9 

by  Christatos  &  Koster,  Inc.,  N.Y.,  per  month 

Sheets/Set  of  embroidered  silk,  by  Pratesi,  queen  size 

1,218 

5,090 

none 

Silverware/Kirk  Stieff  Co.,  Colonial  Williamsburg  Shell  pattern. 

4-piece  place  setting,  for  12 

1,341 

3,000 

none 

Food  away  from  home 

Dinner  at  La  Tour  d'ArgentParis,  estimated  per  person  (incl.  wine  and  tip) 

Home  furnishings 

Piano/Stelnway  &  Sons,  co 

Flowers  in  season/arranj 

by  Christatos  &  Koster,  Inc., 
Sheets/Set  of  embroidered 

Silverware/Kirk  Stieff  Co. 

4-piece  place  setting,  for  12 

Lodging  while  out  of  town 

Hotel/2-bedroom -suite,  parkview,  The  Stanhope,  N.Y. 

Medical  care 

Face-lift/American  Academy  of  Facial  Plastic  &  Reconstructive  Surgery 

Hospital/VlP,  Washington  Hospital  Center,  Wash.,  D.C. 
2  bedrooms,  living  room,  concierge,  security,  gourmet  meals 

Psychiatrist/Upper  East  Side,  N.Y.,  45  minutes,  standard  fee 

Personal  services 

Lawyer/established  mid-Atlantic  firm,  partner,  estate  planning,  average  hourly  fee 
Spa/The  Golden  Door,  California,  basic  weekly  unit  .-..■;;.■ 

Toilet  goods  and  personal  care  appliances 

Perfume/l  oz.,  Joy  by  Jean  Patou 

Sauna/by  Helo,  Inc.,  6x8  feet,  8-person,  cedar,  stained-glass  window 

Sporting  goods 

Motor  yacht/Hatteras 
Sailing  yacht/Nautor'i 

Shotguns/pair  of  Jame 

Thoroughbred/yeariin 
Sports  facilities 

Swimming  pool/Olympic,  standard  site 

Tennis  COUrt/clay,  standard  site  <;-^^'i^- 

Toys  and  hobbies 

Train  Set/G  gauge,  by  LGB,  FAG  Schwarz,  N.Y 

Transportation,  private 

Airplane/Learjet  35A,  standard  equipment,  certified  10  passengers 
Helicopter/Sikorsky  S-76,  full  executive  options  (introduced  1978) 
Automobile/Rolls-Royce  Silver  Spirit  (formerly  Silver  Shadow) 

Transportation,  public 

Airline  ticket/British  Airways  Concorde,  round  trip  N.Y.-London 

Utilities  and  public  services 

Telephone  Call/lO  minutes,  AT&T,  N.Y.-London 

Other  goods  and  services 

Cigars/Cuban,  box  of  Davidoff  No.  2,  Toronto 
Magazine/FORBES.  l -year  subscription 
Suitcase/Loewe.  Black  Napa  leather,  27  inches 
WatCh/Patek  Philippe  classic  man's  gold,  leather  strap 

Purse/Hermes,  'Kelly  Bag,"  calf.  10  inches 

Sotheby's  Art  Market  Trends  Index/Basis:  i975=ioo  ($) 


$34 


333 

4,000 
325 

40 

80 
1,250 

100 
5,000 


180,000 
25,000 

178 


1.512 


12 


850 

8,000 
713 

150 

.^00 
3,750 

300 

9,000 


546,000 
47,000 

550 


8.334 


9.90 


%  change     I 
1990-91       ^ 


+13 

.7      I 

+10 

none 

+5 
none 

+9 

none 


lll^  Motor  yacht/Hatteras  60  (current  model) 

231,097 

1,141,652 

+5 

H  Sailing  yacht/Nautors  Swan  65 

384,300 

1,700,000 

none 

[         Shotguns/pair  of  James  Purdy  &  Sons,  at  Griffin  &  Howe,  N.Y. 

20,000 

85,850 

-2 

Thoroughbred/yearling,  average  price  at  Keeneland  select  sales 

67,300 

319,578 

-9 

+4 
none 

none 


1,800,000 

4,625,000 

+5 

1,300,000 

6,300.000 

+5 

38,000 

151,700 

+8 

none 


186 

786 

+18 

15 

52 

none 

739 

1.595 

+19 

2.450 

8.500 

none 

550 

3.495 

+11 

111 

840 

-21 

52 
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Introducing  diamante, 
proof  that  a  graqous  host  can 
also  be  a  stimulating  one. 

The  proof  is  presented  in  a  series  of  revelations. 

First  you  notice  the  richness  of  the  interior.  The  many 
small  courtesies,  such  as  the  ignition  key  light  and  automatic  door 
lock.  And  the  seat,  which  supports  you  with  almost  no  sense  of 
pressure  against  your  legs,  hips  and  back. 

You  might  conclude  that  this  is  a  modern,  well-crafted 
luxury  car.  But  then  it  reveals  a  gratifying  exuberance  as  well.  A 
dramatic  rush  of  power.  Athletic  steering  response.  It  feels  not  just 
competent,  but  eager  to  perform. 

Welcome  to  the  new  Mitsubishi  Diamante.  Conventional 
"luxury"and  "performance"  labels  do  not  apply  here.  It  is  the  best  of 
both,  without  the  limitations  of  either. 

A  panel  of  49  international  judges  recently  evaluated  the 
Diamante  in  detail.  And  then  named  it  Japan's  "Car  of  the  Year."  To 
make  your  own  evaluation,  please  call  1-800-447-4700  for  your 


nearest  Mitsubishi  Motors  dealer. 


MITSUBISHI 

The  word  is  getting  around. 


^ 


SIEMENS 


1908.  That  was  then. 


One  of  the  favorites  in  the  The  Great  New  York  to  Paris  Race  was  a  motor  car  named 
Protos.  It  was  built  by  a  company  named  Siemens. 


C  Stemens  Corporation  1991 


1991.  This  is  now 


Today,  Siemens  builds  almost  everything  for  an  automobile  except  the  automobile  itself. 
We  supply  22  of  the  world's  major  car  makers  with  over  700  systems  and  products, 
from  fuel  injectors  and  microprocessors  to  halogen  headlamps.  Those  products  are  only 
some  of  the  many  precision  technologies  made  by  the  10,000  Siemens  people  working  at 
60  U.S.  manufacturing  sites.  In  fact,  with  35,000  men  and  women  working  nationwide, 
Siemens  remains  determined  to  continue  as  a  leader  in  the  kind  of  thinking  that  produces 
innovative  technology  for  everyone.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '91.  Box  8003A,  Trenton.  New  Jersey  08650 


Automalion  Automotive  Electronics  Electronic  Components  Energy  Information  Systems 
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Divorce  Forbes  Four  Hundred  Style:  It's  a  tough,  tough 
way  to  make  a  fortune.  Our  advice:  Marry  a  guy 
you  can  stand  to  stay  married  to  for  life. 

$pUt$Tme 


By  Gail  Buchalter 

After  studying  what  are  arguably 
the  biggest  American  divorce  settle- 
ments of  all  time,  Forbes  concludes 
that  divorce  is  one  very  tough  way  to 
make  a  buck.  There  are  some  relative- 
ly amicable  splits — Frances  Lear's 
from  Norman,  for  example,  or  Anne 
Bass'  from  ^\di{see  p.  302) — but  many 
are  drawn-out  legal  battles  where 
each  spouse  is  determined  to  harass 
and  haggle  the  other  into  submission. 
Any  prospective  gold  digger  would  be 
well  advised  to  make  sure  she  or  he  has 
the  will  to  persevere . 

Wealthy  entrepreneurs  often  see 
their  divorces  as  another  interesting 
business  challenge  and  rise  to  the 
occasion  with  considerable  energy 
and     creativity.      Consider     thrice- 


Pat  Kluge 

Under  $1  million  in  cash 
a  year  and  a  (nice)  roof 
over  her  head. 


divorced,  self-made  billionaire  Jack 
Kent  Cooke.  In  1976  Cooke's  first 
wife,  Jean,  asked  for  a  divorce.  They 
had  been  married  for  over  40  years 
and  lived  in  California,  a  community 
property  state.  Jean's  attorney  at  the 
time,  Arthur  Crowley,  recalls  that  af- 
ter Jean  Cooke  dismissed  her  hus- 
band's offer  of  $1  million  as  "pea- 
nuts," Jack  moved  his  official  resi- 
dence from  Los  Angeles  to  Las  Vegas, 
to  take  advantage  of  Nevada's  more 
favorable  community  property  laws. 
"So  Jack  formed  three  or  four  new 
corporations  in  Nevada  and  trans- 
ferred his  holdings  to  them,"  explains 
Crowley,  who  rejected  Cooke's  later 
settlement  offer  of  $5  million. 

Next,  Jack,  who  was  then  in  his 
mid-60s,  claimed  he  was  too  sick  to  be 
deposed.  "I  arrived  at  his  house  and 
found  him  in  bed,  with  a  doctor 
monitoring  his  vital  signs,"  attorney 
Crowley  remembers.  "But  he  was 
well  enough  to  keep  lowballing  us." 

Crowley  served  Jack  in  Nevada  any- 
way and,  despite  all  of  Cooke's  clever 
legal  maneuvers,  managed  to  win  Cal- 
ifornia jurisdiction  of  the  case.  In 
1979  Superior  Court  Judge  Joseph  A. 
Wapner  (of  People's  Court  fame) 
granted  the  Cooke  divorce.  After  a 
grueling  nine-day-and-night  settle- 
ment conference  Jean  Cooke  received 
$42  million,  according  to  Oowley. 
The  settlement  was  based  on  Cooke's 
holdings  in  Telepromptcr  Corp. — 
the  cable  television  company — and 
the  Washington  (football)  Redskins, 
the  Los  Angeles  (basketball)  Lakers, 
the  Ix)s  Angeles  (hockey)  Kings  and 
Los  Angeles'  Forum.  In  addition  ]c.\n 
got  the  couple's  Bel  Air  mansion.  But 
she  had  to  work  hard  for  eveiy  penny. 

One  of  the  major  hazards  for  a 
woman  determined  to  marr)'  her  way 
to  wealth  is  tailing  to  nab  her  catch 
early,    when    he    is    poor    or    naive 


Carolyn  Farb 
After  the  wedding 
invitations  went  out, 
the  prenup  arrived. 


enough  to  marr\'  unprotected  by  an 
airtight  prenuptial  agreement.  (Y'es, 
men,  too,  niarn*'  for  money.) 

Patricia  Kluge,  43,  recently  di- 
vorced third  wife  of  the  richest  man  in 
America,  77-years  young  John 
Kluge,  is  believed  to  have  signed  a 
prenup  when  the  couple  married  in 
1981.  It\s  estimated  Pat  gets  under  $1 
million  in  cash  a  year,  in  addition  to  a 
roof  over  her  head.  The  emt^lument's 
present  value  is  around  S 1 6  million  to 
SI 7  million — prettN'  small  change 
considering  her  former  husband's  es- 
timated net  wx)rth  i>f  SS.9  billion. 

C'arolyn  Farb  found  tnit  alx)ut 
prenups  in  .m  unpleasant  w ay.  She  was 
Houston  real  estate  de\elo|XT  Han>ld 
Farb's  sect>nd  wife.  (Farb  was  on  Ihe 


.S6 
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HARRY  WINSTON 

The  Ultimate  Timepiece 


% 
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Divorce 


Forbes  Four  Hundred  in  its  early 
years,  before  the  oil  bust  laid  Houston 
property  low.)  The  wedding  was  back 
in  1977;  she  was  in  her  early  30s;  he 
was  54.  "Harold  had  been  married  for 
25  years,  and  he  brought  a  lot  of 
baggage  with  him,"  recalls  Carolyn. 
The.prenuptial  agreement  arrived  for 
Carolyn's  signature  after  the  wedding 
invitations  had  been  mailed  out.  "It 
was,"  she  says,  "a  bad  way  to  start  the 
marriage." 

When  Harold  filed  for  divorce  in 
1982,  FoiiBHS  estimated  his  net  worth 
was  over  $200  million.  (Harold  first 
filed  for  divorce  in  1981,  but  the 
couple  reconciled.)  Under  the 
prenup,  Carolyn  was  entitled  to  only 
$  1  million.  But  maybe  luck  was  on  her 
side  after  all.  She  fought,  and  the 
courts  voided  the  agreement  on  the 


15'  ■« 

Soraya  Khashoggi 

She  fought  Saudi  Arabian 

jurisdiction  after  she  met 

Marvin  Mitchelson. 


grounds  that  it  was  signed  three  years 
before  Texas  legalized  such  contracts. 
Although  Texas  is  a  community'  prop- 
crt)'  state,  C^arolyn  received  a  modest 
$20  million,  the  bulk  of  which  was  in 
stocks,  bonds  and  real  estate.  She  also 
got  to  keep  two  Rolls  Royces,  a  Jag 
uar,  fiirs,  jewelry'  and  the  River  Oaks 
mansion  where  she  still  lixes.  And 
I  larold?  Along  with  the  Texas  econo 
my,  he  is  rebounding  these  days. 


What  about  New  York  real  estate 
developer  Donald  Trump's  divorce.' 
Ivana's  settlement  with  Donald  was 
ultimately  $10  million  cash,  a  Con- 
necticut countrv'  estate,  $4  million 
subject  to  her  vacating  a  Manhattan 
apartment  and  $350,000  a  year  in 
support. 

It  used  to  be  that  for  men,  a  Saudi 
Arabian  divorce  was  far  more  effective 
than  a  Nevada  divorce,  assuming  one 
could  claim  Saudi  jurisdiction.  An 
interesting  case  is  Adnan  Khashoggi, 
the  Saudi  arms  trader.  In  1 96 1  Kha- 
shoggi was  a  struggling  26-year-old 
businessman;  Briton  Sandra  larvis- 
Daly  was  a  teenager  on  holiday  in 
Paris  with  her  mother.  A  year  later, 
Adnan  and  Sandra  married.  She 
changed  her  name  to  Soraya,  took  up 
the  veil  and  the  Muslim  religion  and 
moved  to  Saudi  Arabia,  where  they 
lived  in  a  modest  flat  in  Riyadh.  Then 
the  arms  dealer  began  amassing  his 
fortune.  After  years  of  globe-trotting 
and  producing  five  children,  the  hon- 
eymoon was  over.  When  Soraya  ac- 
cused Adnan  of  philandering,  he  tried 
to  divorce  her  by  proxy  in  Saudi  Ara- 
bia in  1977,  by  having  someone  stand 
in  for  him  in  court. 

Soraya  married  an  Englishman, 
Richard  Coombes,  later  that  year.  In 
1979  Marvin  Mitchelson,  the  high- 
profile  Los  Angeles  divorce  lawyer, 
was  contacted  by  her  solicitor.  Several 
months  later,  Mitchelson  advised 
Soraya  to  annul  the  Coombes  mar- 
riage, which  she  did. 

In  1980  Mitchelson  filed  for  Cali- 
fornia jurisdiction.  Adnan  Khashoggi 
challenged  this  move.  Two  years  later 
the  Los  Angeles  Superior  Court  held 
that  the  California  court  did  not  have 
jurisdiction.  While  Mitchelson  was 
appealing  this  ruling,  Soraya  and  Ad- 
nan quickly  reached  an  out-of-court 
settlement.  Mitchelson  characterizes 
it  as  "a  good  settlement,  among  the 
better  settlements  I've  had."  The 
Gtmincss  Book  of  World  Records  re- 
ported Soraya's  take  to  be  $800  mil- 
lion, but  this  is  surely  an  exaggeration. 

It  should  be  obvious  by  now  that 
community  propert)'  rules  do  i\o\. 
guarantee  a  clean  50  50  split.  Hous 
ton's  Fayez  Sarofim  is  an  cxtrat)rdi 
naiy  money  manager  worth  some 
$320  million.  For  years  he  was  alst)  a 
master  at  juggling  two  relationships. 
One  was  with  his  wife  of  well  o\er  20 


LouiS;  :'_.r  Sarofim 

Her  husband  managed  money 

in  addition  to  another 

relationship. 


years,  Louisa  Stude  Sarofim,  who  was 
the  adopted  daughter  of  Herman 
Brown,  founder  of  Brown  &  Root 
(one  of  the  world's  largest  engineer- 
ing and  construction  firms).  The  oth- 
er was  with  one  of  his  office  workers, 
Linda  Hicks,  recognized  to  be  the 
mother  of  three  of  his  five  children. 

Over  the  years  Fayez  Sarofim's  in- 
vesting talents  multiplied  his  and 
Louisa's  resources  tremendously.  Sar- 
ofim was  listed  on  The  Forbes  Four 
Hundred  at  $280  million  in  1989,  the 
year  Louisa  filed  for  divorce.  Yet,  even 
though  Texas  is  a  community'  proper- 
X\  state,  when  the  settlement  was 
finalized  in  lune  1990  lA)uisa  report- 
edly recei\ed  $100  million.  (Shortly 
after  the  divorce,  Fayez  and  Linda 
were  quickly  and  quietly  married.) 

A  major  headache  in  the  divorce 
game  is  accounts  receivable.  An  ex- 
ample here  is  Dena  .\l  Fassi,  3>2.  She  is 
a  former  London  shop  clerk  who  in 
1976  married  Sheik  Mohammed  i\l- 
Fassi,  a  few  years  her  senior.  He  is  the 
Saudi  who  bought  a  large  Beverly 
Hills  estate,  painted  the  mansion  pea- 
soup  green  M\d  highlighted  the  geni- 
talia on  the  estate's  nude  statues,  out- 
raging the  neighU>rs. 

A  good  Muslim,  Mohammed  tix>k 
a  second  and  then  a  third  wite.  Sheika 
Dena  went  tt>  ctnirt  in  1982  to  obtain 
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a  legal  separation  based  on  irreconcil- 
able differences.  Marvin  Mitchelson, 
who  had  by  now  become  something 
of  an  expert  on  Islamic  matrimonial 
law,  represented  her.  On  her  behalf, 
he  claimed  that  Al-Fassi  was  worth  as 
much  as  $3  billion.  The  Los  Angeles 
Superior  Court  awarded  Sheika  Dena 
S81  million. 

That  was  in  the  spring  of  1983.  To 
date,  however,  the  estranged  Mrs.  Al- 
Fassi  (the  couple  is  still  only  legally 
separated,  not  divorced)  has  seen  only 
about  $10  million,  and  that  has  been 
primarily  in  property',  including  the 
Beverly  Hills  mansion. 

Probably  the  best  assurance  for 
timely  collections  on  a  settlement  is 
another  eager  spouse-to-be  waiting  in 
the  wings.  Patricia  MacMillan,  37 
("but  I  look  29"),  was  a  junior  col- 
lege student  when  she  was  dating  the 
boat  captain  of  John  Hugh  MacMil- 
lan III,  63,  the  Minnesota- born  Car- 
gill  heir.  She  married  MacMillan  in 
1979.  In  1986  Hugh  accused  her,  in  a 
legal  filing  to  end  his  marriage,  of 
having  "participated  in  extramarital 
affairs."  He  later  voluntarily  dis- 
missed the  petition,  and  the  couple 
remained  married  another  five  years. 

But  this  year  their  divorce  proceed- 
ing   went     through.     Patricia     got 


Dena  Al-Fassi 
Awarded  $81  million, 
she  got  hold  of 
$10  million. 


$550,000  a  year  for  20  years,  will 
receive  a  $2  million  trust  next  year, 
now  owns  the  MacMillan  6-acre 
Hillsboro  Beach,  Fla.  estate,  and  will 
get  $75,000  annually  in  child  support 
for  their  three  children.  Shortly  after 
the  divorce,  Hugh  married  the  young 
Dawne  Wheeler,  of  Minnesota. 
Hugh,  who  had  two  yachts  called 
Patricia,  renamed  one  Dawne  to  cele- 
brate his  new  bride.  The  marriage 
lasted  only  from  around  Memorial 
Day  to  Labor  Day.  The  vessel  Dawne 
is  now  known  as  Hat  Trick. 

A  relatively  happy  divorce  story  is 
that  told  by  Frances  Lear,  who  di- 
vorced television  producer  Norman 
Lear  in  1985.  Frances,  68,  a  former 
buyer  at  Bloomingdale's,  received  a 
reported  $112  million  settlement,  a 
significant  portion  of  which  she  has 
already  spent  on  her  magazine,  Lear's. 
"It  was  a  civilized  divorce,"  she  says. 
"We  left  it  all  to  the  attorneys.  Nor- 
man got  the  art,  I  got  the  apartment." 

But  much  more  t\pical  is  the  stor\' 
of  Lillian  Goldman,  who  fought  bit- 
terly for  a  divorce  and  never  got  it — 
although  that  turned  out  to  be  the 
best  thing  for  her. 

The  feuding  Goldmans,  Sol  and 
Lillian,  were  married  on  Christmas 
Day,  1941.  By  the  time  he  died  in 
1987,  he  had  amassed  a  $1  billion  real 
estate  empire.  But  his  success  ignited 
personality'  and  power  struggles  that 
tore  the  family  apart  in  one  of  the 
most  public  and  self- lacerating  legal 
battles  ever  joined. 

In  1983 — after  42  years  of  mar- 
riage— Lillian,  today  69,  filed  for  di- 
vorce, demanding  an  equitable  distri- 
bution of  their  property'.  In  April 
1984,  just  days  after  a  family  birthday 
dinner  at  the  Carlyle  Hotel,  Sol  of- 
fered Lillian  a  deal.  If  she  would  re- 
turn to  him  and  make  an  attempt  at 
reconciliation,  he  promised  her  one- 
third  of  his  estate  when  he  died  and  $6 
million  in  cash  over  a  period  of  time, 
plus  a  fijrnished  apartment  later  val- 
ued at  $9  million.  She  accepted.  A 
legal  agreement  was  drawn  up  and 
signed  in  one  evening  in  Lillian's  suite 
at  the  C-arlyle  Hotel. 

A  week  later  Lillian  discovered  a 
note  from  her  attorney,  the  late  Roy 
C>ohn,  to  Sol's  lawyer,  Raoul  Felder. 
In  it,  Cohn  complained  that  Sol  had 
offered  him  only  $100,000  for  his 
part  in  the  negotiations.  Lillian  be- 


came highly  suspicious  of  the  deal  and 
wanted  no  part  of  it. 

Lillian  sought  to  reinstate  the  di 
vorce  proceedings,  which  had  been 
halted  by  her  signing  of  the  Carlyle 
agreement.  She  tried  to  set  aside  the 
agreement  while  Sol  sought  to  en 
force  it.  He  was  successful  when  the 
court  deemed  the  agreement  valid  in 
1987.  Within  a  month,  Sol  died. 

Now  Lillian  was  thankful  for  the 


Frances  Lear 

"It  was  a  civilized  divorce," 
she  says.  "Norman  got  the  art, 
I  got  the  apartment." 


New  York  Supreme  Court's  ruling. 
With  Sol  dead,  she  had  just  received 
one-third  of  his  estate  outright,  in- 
stead of  having  a  third  locked  up  in  a 
trust  providing  her  only  with  the  in- 
come— the  minimum  Sol  could  legal- 
ly have  left  her  in  New  York  State. 

Enter  the  Goldman  children.  The\ 
challenged  the  enforceabilit>  of  their 
parents'  agreement  and  claimed  that 
their  mother  was  an  abandoning 
spouse.  Four  years  later,  in  July  1991 , 
Manhattan's  Surrogate  Court  finalK 
decided  in  Lillian's  favor. 

But  the  case  isn't  over.  The  chil 
dren  have  the  right  of  appeal;  the 
properties,  now  diminished  in  \alue 
by  the  real  estate  recession,  must  still 
be  di\  ided;  and  the  IR.S  has  yet  to  take 
its  full  share.  Who  knows  when  this 
matter  will  be  settled? 
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Divorce 

For  an  appreciation  of  how  sour 
these  divorces  can  get,  consider  the 
stor>'  of  Richard  Mellon  Scaife,  now 
59,  great-grandson  of  Pittsburgh  pa- 
triarch Thomas  Mellon,  and  his  for- 
mer wife  Frances,  now  56. 

It's  understood  that  sexeral  years 
ago  Scaife  met  Margaret  (Ritchie) 
Batde  at  a  social  event  and  pursued 
her.  Their  liaison  is  said  to  have  led  to 
a  fairly  public  (at  least  for  the  very 
private  Scaifes)  separation  between 
Richard  and  Frances. 

In  the  summer  of  1990,  when  Dick 
and  Ritchie  moved  into  Dick's  Nan- 
tucket summer  home,  they  were 
shocked  to  find  their  new  neighbor 
was  none  other  than  Frances.  She  was 
staying  in  the  house  next  door,  re- 
ports a  source  close  to  the  Scaifes,  and 

Any  prospective  gold 
digger  would  be  well 
advised  to  make  sure 
she  or  he  has  the  will 
to  persevere.  Wealthy 
entrepreneurs  often 
see  their  divorces 
as  another  interesting 
business  challenge. 


was  frequendy  seen  sitting  outdoors 
facing  Dick  and  Ritchie's  house. 

Dick  supposedly  tried  to  settie,  but 
Frances  turned  down  his  offer,  and 
the  matter  went  to  court.  However, 
an  unsympathetic  judge,  impressed 
by  Frances'  estimated  $25  million 
personal  fortune,  reduced  her  setde- 
ment  award  considerably,  according 
to  an  intimate  source.  The  divorce 
was  granted  on  a  Tuesda\-  last  May; 
wedding  in\ itations  were  aishcd  out 
so  Dick  could  many  Ritchie  the  fol 
low  ing  Saturday. 

What  has  happened  to  these 
wealthy  women?  Here's  one  interest- 
ing tact:  While  all  of  their  former 
husbands — except  KJuge  and 
Trump — have  remarried  (and  in  some 
cases,  re  remarried),  only  one  of  the 
wtMiicn — Jean  C^ooke — has  di>ne  so. 
''Men  like  to  be  married,"  sa\'s 
Frances  Lear.  "They  are  so  dependent 
t)n  us;  they  have  to  have  someone  pick 
up  their  shins.  I  haven't  tlunight 
about  remarr>ing."  But  considering 
all  the  work  involved  in  a  giHxl  di 
\orce,  who  can  tault  her  for  that-  ^ 
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If  you  multiply  this  by  29  billion, 
you  11  begin  to  understand 
our  commitment  to  the  US. 
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Union  Bank  of  Swiucrland,  299  Park  Avenue,  New  York,  NY  10171 

Offices  In  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 


Walter  Annenberg  turned  down  $1  billion 
for  his  art  collection  and  instead  gave  it 
away  to  an  institution  and  a  city  that  once 
made  a  mockery  of  his  generosity. 

Amazing  grace 


By  Christie  Brown 

When  Walter  Annenberg  agreed  last 
March  to  give  his  fabulous  impres- 
sionist and  postimpressionist  art  col- 
lection to  the  Metropolitan  Museum 
of  Art  in  New  York,  the  museum 
couldn't  gush  enough  about  what  a 
great  guy  he  was.  It  isn't  even'  day 
someone  donates  a  SI  billion  collec- 
tion, encompassing  53  spectacular 
paintings  and  drawings  by  the  likes  of 


Monet,  Manet,  Cezanne,  van  Gogh, 
Braque  and  Picasso.  "It  is  an  act  of 
outstanding  public- spiritedness  and 
generosit}',"  raved  Philippe  de  Mon- 
tebello,  director  of  the  Met. 

De  Montebello  might  have  add- 
ed— but  didn't — that  Annenberg's 
gift  was  an  act  of  outstanding  gra- 
ciousness,  too.  More,  maybe,  than 
either  the  Met  or  New  York  deserved. 


In  1976  Annenberg  wanted  to  give 
the  Met  S40  million  to  complete  a 
building  program  and  to  fund  the 
Fine  Arts  Center  of  the  Annenberg 
School  of  Communications,  which 
would  become  a  new  wing  of  the  xMet. 
The  center's  mission  would  be  to 
promote  arts  education  through  ad- 
vanced technolog\\ 

Suddenly  the  wrath  of  New  York's 
politicians  and  cultural  elite  descend- 
ed upon  Annenberg's  head.  The  Met 
board  (which  had  recendy  recruited 
Annenberg  to  its  ranks)  waffled.  Poli- 
ticians wailed  that  the  center  would 
destroy  Central  Park  (onto  which  die 
Met  backs).  The  Nop  York  Times' zn 
critic  Hilton  Kramer  solemnly  in- 
toned that  the  proposed  Annenberg 
Center  would  be  a  "ghasdy  misfor- 
tune [if]  it  were  eventually  to  find  a 
place  under  the  Met's  capacious 
roof."  Annenberg's  antagonists  took 


"The  Siesta"  by  Paul  Gauguin,  one  of  53  works  donated  by  Annenberg 

"l^e^you  or  any  expert  to  tell  the  difference  between  the  orf^nal  paintings  and  the  copies." 
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bvery  opportunity  to  remind  the  pub- 
lic that  the  publisher/collector  had 
jbeen  a  key  supporter  of  that  rogue 
Jlichard  Nixon. 

Annenberg  allowed  a  decent  inter- 
val to  pass,  then,  in  March  1977, 
withdrew  his  offer.  The  very  Times 
that  had  attacked  his  idea  for  the 
Annenberg  center  then  editorialized 
that  Annenberg  should  give  his  $40 
million  to  the  museum  anyway.  "We 
hope  he  will  reconsider,"  sniffed  the 
paper,  without  reconsidering  its  own 
snobbism. 

The  affair  began  in  1972,  when 
Annenberg,  long  a  collector  of  first- 
rate  impressionist  paintings,  was  serv- 
ing as  U.S.  ambassador  to  the  Court 
of  St.  James's,  and  the  Met  started  to 
woo  him  for  its  board.  The  Met's 
motives  were  transparent,  but  Annen- 
berg accepted  that  with  good  humor. 
Then  Met  director  Thomas  Hoving 
recalls:  "Daniel  Davison,  a  Met  board 
member  [now  chairman  of  Christie's] 
approached  him.  Walter  sat  back  and 
said,  'I  just  want  to  know  if  I  can 
afford  the  honor.'  Just  before  he  was 
leaving  his  post  as  ambassador,  he 
came  back  and  said,  T  think  I  can 
afford  the  Met.'  " 

Annenberg  joined  the  board  at  a 
time  when  the  museum  had  been  very 
much  in  the  news.  Hoving,  its  flam- 
boyant and  ambitious  director,  had 
been  giving  fits  to  the  art  establish- 
ment by  advertising  the  museum,  so- 
liciting fees  from  visitors  and  embark- 
ing on  expansion  programs.  But 
nothing  caused  Hoving  as  much  grief 
as  the  Annenberg  center  proposal. 
One  reason:  Hoving  himself  was  to 
serve  as  director  of  the  center,  and 
that  seemed  altogether  too  much  to 
the  important  people  who  were 
frightened  by  the  changes  Hoving 
was  bringing  to  the  staid  Met. 

Hoving,  now  an  art  consultant, 
recalls  those  days  and  the  criticism 
heaped  on  Annenberg  with  awe  laced 
with  bitterness. 

"Stories  came  out  saying,  'How 
dare  this  Mafia,  money-washing  con- 
fidant of  unimpeached  coconspirator 
Richard  Nixon  tr\'  to  take  over  the 
Met?'  "  says  Hoving.  "Some  even 
said  it  [  the  offer]  was  bogus — that  this 
blowhard  didn't  have  the  money 
anyway." 

Hoving,  who  had  already  given  no- 
tice as  museum  director,  left  the  Met 


altogether. 

Annenberg  put  the  nasty  business 
behind  him,  kept  his  seat  on  the  board 
and  went  back  to  running  TV  Guide 
and  adding  to  his  art  collection.  In 
1989  he  bought  his  most  costly  work, 
Picasso's  "At  the  Lapin  Agile,"  at 
Sotheby's,  for  $40.7  million.  But 
even  more  astronomical  prices  were 
being  paid.  Annenberg,  who  pocket- 
ed an  estimated  $700  million  in  1988 
when  he  sold  Triangle  Publications  to 
Rupert  Murdoch  for  $3.2  billion,  was 
an  underbidder  for  van  Gogh's 
"Irises,"  which  sold  in  1987  to  Alan 
Bond  for  $53.9  million. 

It  was  at  the  height  of  this  art 
market  frenzy  that  Annenberg  got  an 
astonishing  offer.  "1  received  a  call 
from  a  banker  in  Tokyo  who  said  he 
represented  a  syndicate  and  identified 
himself — I  don't  remember  his 
name,"  Annenberg  says.  "He  said  the 


syndicate  was  prepared  to  pay  $1  bil- 
lion for  all  my  paintings." 

Relaxing  recently  in  the  living 
room  of  the  Beverly  Hills  Hotel's 
famous  bungalow  No.  5  (guests  have 
included  the  likes  of  Elizabeth  Taylor, 
Katharine  Hepburn  and  Sophia 
Loren),  Annenberg  told  Forbes  he 


Picasso's 

"At  the  Lapin  Agile" 
Bought  at 
auction  for 
$40.7  million. 


Waiter  and  Leonore 
Annentjerg  at  the 
unveiling  of  his 
collection  at 
the  Met 
"No  good 
deed  goes 
unpunished, 
but  I  don't  intend 
to  let  that 
discourage  me." 
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Walter  Annenberg 
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SeHttje  collection  to  the  Japanese  for  $1  billion?  "It  would  have  been  indecent.' 


never  gave  the  Japanese  offer  a  second 
thought.  "It  would  have  been  inde- 
cent," he  said. 

In  fact,  Annenberg  had  long  since 
made  up  his  mind  where  the  paintings 
would  go  after  his  death— the  Metro- 
politan Museum. 

But  that  didn't  mean  he  wouldn't 
1 Q?,"^;  ^^'''  Erectors  guessing.  In 
ivsci,  tor  example,  Annenberg  de- 
clared that  Sunnylands,  his  205 -acre 
estate  near  Palm  Springs,  would  be 
turned  mto  a  private  museum  for  the 
paintings.  Yet,  all  the  while,  he  says 
he  was  even  keeping  the  Met's  needs' 
in  mind  when  he  bought  for  his  own 
collection. 

In  1986  Annenberg,  who  had  rare- 
ly lent  his  paintings,  agreed  to  a  major 
exhibit  of  the  works  at  the  Philadel- 
phia Museum  of  Art.  Word  got  out 
tlie  collection  was  up  for  grabs,  and 
what  was  termed  the  "Annenberg 


stakes"  was  on.  The  National  Gallery 
of  Art  m  Washington,  D.C.,  the  Los 
Angeles  County  Museum  of  Art  and 
lasdy,  the  Met  all  rushed  to  beseech 
Annenberg  for  permission  to  show. 

Annenberg  slyly  hinted  diat  die 
commotion  was  irrelevant  when  he 
said  in  1989:  "I  have  heard  it  said  that 
no  good  deed  goes  unpunished,  but  I 
don't  intend  to  let  that  discourage 
me."  But  if  the  museum  directors  got 
his  dnft,  diey  ignored  it.  Annenberg 
was  regaled  uith  presentations,  each 
museum  bragging  it  could  provide 
the  best  galleries,  fattest  catalog  and 
slickest       promotion.       Annenbcrt; 
agreed  to  exhibit  at  all  four,  and  gave 
out  multimillion-dollar  gifts  to  keep 
the  pot  boiling. 

Finally,  last  March,  Annenberg 
called  oft  the  competition  and  aiv 
nounccd  that  the  Met  would  be  the 
repository  for  his  collection.  His  ke\ 


conditions:  The  Met  can  ne\er  seU 
any  of  his  paintings,  and  thev  must  be 
displayed  togedier  permanendv  The 
collection,  which  ended  its  exhibit  at 
the  Met  earlier  this  month,  will  re- 
main in  Sunnylands  until  Annen- 
berg's  deadi,  when  the  jxift  u-ilj  tike 
eftect. 

Eventually  Sunnylands  will  have  its 
own  museum,  to  displa\-  other  an 
pieces— and  the  walls  uill  be  adorned 
^^^th   reproductions  of  the   tlimous 
paintings.  "I  detA"  you  or  anv  expert  to 
tell  the  dirt'erence  betAxeen  the  origi- 
nal paintings  and  the  copies,"  he  says. 
Annenberg  is   now    philosophical 
about^  the  debacle  almost   15  yean 
ago.  "It  was  disappointing,"  he  sa>'s. 
"Rut  I  could  understand'^  their  [the 
board's]  position  because  thev  had  to 
get  along  with  New  York  City.  In  life, 
the  ability-  to  know  when  to  back  up  is 
of  great  importance."  ^ 
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/e've  got  performers  who  have  earned  a  quarter  of  a 
illion  dollars  in  just  the  past  six  years.  How  come  they 
-en't  on  The  Forbes  Four  Hundred? 

Singing  for 
JieIRS 


Matthew  Schifrin  and  Christopher  Palmeri 


(RBES  HAS  BEEN  charting  the  for- 
les  of  America's  highest-paid  cn- 
tainers  since  1986.  Over  that  time 
1  Cosby  has  grossed  $290  million, 
ichael  Jackson  $230  million.  Ma- 
nna, poor  girl,  hasn't  done  quite  so 
11;  she  grossed  just  $150  million. 
With  this  kind  of  cash  flow,  one 
mid  expect  to  see  America's  popu- 
entertainers      amassing      great 
alth.  Yet  there  is  only  one  perform- 
on  The  Forbes  Four  Hundred  to- 
y.  Gene  Autp/,  now  84,  got  there 
his  investments,  not  just  his  earn- 
;s  as  a  singing  movie  cowboy. 
How  come?  Popularit)'  is  fleeting, 
d  those  huge  cash  flows  tend  not  to 
t  long.  Of  the  names  among  the 
86   Forbes  Top  40  entertainers, 
ly  half  were  still  on  the  list  this  year, 
me  are  Jane  Fonda,  Tom  Selleck, 
nny  Rogers,  Whitney  Houston. 
In  large  part  because  stardom  is  so 
hemeral,  a  performer  cannot  capi- 
izc  his  or  her  cash  flow  by  selling 
erests  in  it  to  the  public.  If  Madon- 
earns  $10  million  in  a  year  from 
ling  records,  at  the  end  of  the  year 
;  is  maybe  $6  million  richer  after 
:es.  A  piece  of  real  estate  with  $6 
llion  net  cash  flow  could  be  sold  for 
lybe  $60  million.   But  what  can 
idonna  sell? 

Of  course,  entertainment  entrepre- 
urs  are  better  off  in  this  respect  than 
:  entertainers  themselves.  If  a  rec- 
i  company  earns  $6  million  in  a 
ir,  that  company  could  easily  com- 
md  a  price  of  $90  million  in  the 
irketplace. 

(\nyhow,  the  more  successhil  a  per 
mer,  the  greater  his  expenses.  First, 
:re  is  a  personal  manager,  who  takes 
%  to  20%  of  annual  gross  income. 
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Then  a  booking  agent,  who  arranges 
engagements,  or  "gigs,"  earns  10% 
on  everv'  deal.  There's  often  yet  an- 
other business  manager,  in  charge  of 
mundane  things  like  paying  bills,  pre- 
paring taxes — and  investing  the  per- 
former's^money.  He  gets  5%  of  gross 
income.  Of  course,  the  legal  profes- 
sion gets  a  chunk,  too:  5%  or  so. 
If  you're  a  really  big  star,  you'll 


probabh'  need  your  own  publicist,  for 
around  $50,000  per  year. 

So  maybe  Bill  Cosby  didn't  really 
make  an  average  of  S48  million  a  year. 
Maybe  he  made  more  like  $33  million 
when  he  got  through  paying  his  en- 
tourage. With  taxes,  including  state 
and  local,  running  probably  close  to 
40%,  that  would  leave  Cosby  with  an 
average  take-home  of  maybe  $20  mil- 
lion. Then,  of  course,  a  star  must  live 
like  a  star.  Cosb\'  owns  at  least  five 
residences  around  the  countr\',  a  doz- 
en automobiles  and  a  private  jet.  He's 
generous,  too,  having  given  several 
tens  of  millions  to  universities  and 
charities. 

"Lifest\'le  can  eat  up  S3  million  or 
so  a  year  for  some  of  these  stars,"  says 
Los  Angeles- based  business  manager 
Robert  Philpott,  whose  clients  in- 
clude Michael  J.  Fox.  "They  have  to 
have  a  full  staft,  be  limousined  around 
town,  jetted  first  class  and  live  in 
mansions.  That  can  eat  up  savings 
pretty  quickly."  Rap  star  Vanilla  Ice 
grossed  about  $18  million  in  the  last 


Country  croont.;  .'.,1,11,  Ncijon 

Spending  his  retirement  in  government  service. 


81 


■^'^'f^m 


iintertainers 

two  years.  He  is  relatively  new  to  the 
record  charts,  yet  he  already  employs  a 
large  entourage  of  friends  and  ac- 
quaintances for  such  things  as  towel 
maintenance. 

Even  if  he  were  to  earn  at  his  cur- 
rent rate  for  another  decade,  Bill 
Cosby  would  probably  have  trouble 
making  The  Forbes  Four  Hundred. 
Unless,  of  course,  he  and  his  manag- 
ers got  lucky  in  their  investments. 

In  the  late  1970s,  when  he  was 
reportedly  earning  a  paltry  $3  million 
a  year,  Johnny  Carson  embarked  on  a 
number  of  investments,  largely  under 
the  supervision  of  Los  Angeles  attor- 
ney Henry  Bushkin,  known  to  To- 
night  Show  viewers  as  "Bombastic 
Bushkin."  Carson  invested  in  TV  sta- 
tions, a  bank,  Houston  real  estate  and 


Comedian  Bill  Cosby 

Where  did  nearly  $300  million  go? 


ill-fated  DeLorean  Motor  Cars.  Some 
of  these  deals  were  outright  disasters. 
Only  one,  a  Las  Vegas  TV  station,  was 
a  great  success.  Says  Bushkin:  "Are 
stars  so  omnipotent  that  if  anything 
goes  wrong  it's  not  their  faulti*  Fm  a 
lawyer,  not  a  business  manager." 

New  York  City-based  entertain- 
ment litigator  Leonard  Marks  special- 
izes in  suing  managers  on  behalf  of 
stars.  Attorney  Marks  does  a  good 
business.  He  is  currently  representing 
rock  star  Billy  Joel  in  a  lawsuit  against 
his  former  manager. 

Elvis  Presley's  longtime  manager. 
Colonel  Tom  Parker,  cut  himself  in 
on  50%  of  Presley's  earnings.  Eddie 
Murphy's  first  manager.  King  Broder, 
renowned  for  wearing  purple  sun- 
glasses monogrammed  with  a  crown, 
signed  Murphy  to  a  six-year  contract 
that  entitled  Broder  to  25%  of  his 
income. 

FLvcn  Crosby,  shrewder  than  most 
entertainers,  has  had  big  problems 
with  a  business  manager,  Mary  Wal- 


82 


ler,  whom  he  recendy  sued  for  em- 
bezzlement. Waller  allegedly  diverted 
over  $8.5  million  of  Cosby's  funds 
during  the  1980s  for  horses,  clothing 
and  personal  investments. 

There  is  hardly  an  investment  fad 
around  that  some  entertainer  hasn't 
been  caught  in — abusive  tax  shelters 
in  the  early  Eighties,  junk  bonds  in  the 
late  Eighties  (before  the  bust).  And 
the  Nineties.^  Off  to  a  good  start. 
Consider  Archer  Communications,  a 
Vancouver  Stock  Exchange  company 
with  virtually  no  earnings  that  claims 
to  make  recordings  in  "3-D"  sound. 
A  year  and  a  half  ago,  when  Archer's 
stock  was  trading  around  $14  a  share, 
rock  'n'  rollers  from  bands  like  Bon 
Jovi  sank  nearly  $3  million  into  a 
private  placement.  The  stock  now 
languishes  around  $5  per  share. 

"Most  entertainers  don't  know  the 
difference  between  a  balance  sheet 
and  a  balance  beam,"  says  Marks. 

He  cites  his  complaint  on  behalf  of 
Billy  Joel.  Joel  entrusted  his  fortune 
to  the  brother  of  his  ex -wife  and 
agreed  to  pay  the  brother-in-law  20% 
of  gross  income.  Thus,  during  con- 
cert tours  like  a  recent  one  to  the 
Soviet  Union,  Joel  claims  his  manager 
made  more  than  he  did,  because  the 
rock  star  was  responsible  for  most  of 
the  expenses. 

Joel  also  gave  his  brother-in-law 
power  of  attorney,  which,  according 
to  the  lawsuit,  was  improperly  used  to 
make  unauthorized  loans  and  invest- 
ments for  Joel  in  his  own  companies, 
including  horse  breeding  syndicates, 
oil-and-gas  and  real  estate  ventures. 
Marks  claims  Joel  lost  at  least  $10 
million  in  such  transactions.  Joel  nev- 
er audited  his  manager.  He  learned 
what  was  going  on  only  when,  after 
eight  years  of  mismanagement,  Joel 
brought  in  an  outside  accounting 
firm  to  review  the  books.  (Anthony 
Conforti,  an  attorney  for  the  ex -man- 
ager, says  his  client  denies  any 
wrongdoing.) 

And  consider  the  sad  case  of  coun- 
tr}'-and-wcstern  star  Willie  Nelson, 
who  discovered  that  his  former  busi- 
ness man;'ger  had  neglected  to  file  his 
income  tax  returns  in  the  1970s.  Nel- 
son apparently  chose  no  better  the 
second  time.  He  fired  the  manager 
and  eventually  promoted  hist)ld  man- 
ager's young  assistant  to  be  his  per- 
sonal manager.  The  new  manager  and 


Nelson  went  to  the  big  accounting 
firm  Price  Waterhouse  for  financial 
advice.  The  idea  was  to  use  heavily 
margined  government  securities  con- 
tracts and  catde-feed  fiitures  to  create 
tax  losses  that  would  offset  the  unpaid 
back  taxes.  The  iRS  disallowed  most  of 
the  losses.  Nelson,  a  heavy  spender, 
was  almost  broke. 

So  Nelson  is  touring  to  come  up 
with  the  $15  million  the  iRS  now 
wants — not  including  interest.  "I  had 
really  considered  myself  almost  re- 
tired," says  the  58-year-old  Nelson, 
who  will  perform  over  100  shows  this 
year  in  90  cities.  He  sings  in  front  of  a 
banner  emblazoned  with  the  number 
that  fans  can  dial  to  order  his  new 
$19.95  CD  (The  IRS  Tapes),  of  which 
$6  goes  to  pay  oflf  the  taxmen. 


Pop  singer  Billy  Joel 

Did  his  ex-wife's  brother  earn  more? 


Of  course,  there  is  Gene  Autn-,  as 
smart  an  investor  as  they  come.  Autn' 
was,  for  a  period  in  the  1930s,  one  of 
the  world's  top-earning  entertainers. 
His  earnings  as  a  performer  proxided 
the  seed  capital,  but  it  was  investing 
that  brought  him  a  fortune  estimated 
at  $300  million.  He  bought  broad- 
casting properties  starting  in  the 
1950s  and  baseball's  California  An- 
gels in  1961. 

But  performers  are  rarely  sman  in- 
vestors. Mer\'  Griffin,  who  sold  his  TV 
production  companv  to  Coca-Cola  in 
1986  for  $250  million,  fell  otl' The 
Forbes  Four  Hundred  last  year  be- 
cause of  bad  investments. 

Frank  Sinatra  was  on  the  nght  track 
for  a  while,  extending  his  talents  into 
ow  nership  of  casinos  and  a  record 
company.  According  to  Kitn*  Kelley's 
biography  of  Sinatra,  he  ow  ned  half  of 
the  C'al  Ne\  a  Lodge,  a  casino  on  Lake 
Tahoe.  Rut  he  disposed  of  his  casino 
holdings — worth  S3. 5  million — in 
1963  after  the  Nevada  gaming  com 
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The  Novecento,  by  IWC. 
A  symphony  in  four 
movements,  featuring  the 
perpetual  calendar  with 
moon  phase  display. 


$17,500* 

The  latest  work  to  come  out  of  Schaffhausen 
is  one  of  startling  originality,  tempering  angu- 
larity of  form  with  the  gentle  appeal  of  gold. 
The  first  movement,  allegro  ma  non  troppo, 
unites  two  major  themes:  the  hour  and  min- 
ute hands  beating  the  passage  of  time  with 
inexorable  precision;  the  day  and  date  dis- 
plays recording  our  progress  with  reassuring 
regularity. 

The  second  movement,  andante  un  poco 
maestoso,  also  combines  two  elements,  the 
month  and  the  moon  phase  displays,  uniting 
the  mundane  and  celestial  aspects  of  time. 
In  the  third  movement,  a  cadenza,  the  indivi- 
dual themes  of  the  year  display  occur  only 
once,  but  are  sustained  while  the  motifs  of 
the  first  two  movements  are  repeated  and 
reworked . 

Finally  the  fourth,  nobilamente,  synthesizes 
the  individual  elements  of  the  work  — 
elegance,  economy  of  form  and  technical 
brilliance. 

After  the  Novecento  by  IWC,  symphonic 
form  will  never  be  the  same  again. 

IWC 

t^^ne*  fSGo 

For  further  information  and  a  complete  catalogue  on  all  IWC  timepieces 
please  call  1-800-432-9330 
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Entertainers 


Record  company  founder  Frank  Sinatra 
Did  the  Chairman  get  bored  too  soon? 


mission  sought  to  revoke  his  license 
for  allowing  reputed  mobster  Sam 
Giancana  on  the  premises.  Sinatra 
denied  the  charge.  He  founded  Re- 
prise Records,  now  a  major  di\ision  of 
Warner  Bros.,  in  the  early  Si.xties,  but 
sold  his  interest  in  1969  reportedly  for 
$22  million.  Today  his  most  \isible 
holdings  are  property'  in  Palm  Springs 
and  a  Long  Beach,  Calif  Budweiser 
distributorship  worth  an  estimated 
$20  million. 

"With  a  few  notable  exceptions, 
people  who  excel  in  the  creati\  e  side 
of  the  entertainment  business  are  not, 
at  least  initially,  driven  by  money  or 
the  need  to  build  empires,"  observes 
former  T\'  star  and  now  moxie  direc- 
tor Ron  Howard.  "W^hen  they  do 
succeed,  and  their  bank,  account 
swells,  they  tend  to  seek,  either  more 
creative  freedom  or  scmiretircment, 
neither  of  which  really  has  much  to  do 
with  building  successtlil  companies." 
Wliat  N'ou  don't  seek,  you  generally 
don't  get. 

Howard,  the  star  of  n's  Happy 
Days  in   the   late    1970s  and   more 
recently  the  director  of  Cinooti  and 
Parffithood,  may  be  a  little  dirterent. 
He  formed  a  movie  prcxluction  com 
pany  called  Imagine  Film.s  Hntertain 
ment  in  1986  with  hi.s  partner,  pro 
ducer  Brian  Gra/er.    I't^gether  they 
own  stock  worth  abt>ut  $40  million. 
Adds  his  partner  Gra/er:  "We  want  to 
build  a  rtim   librar>    and  acquire  a 
distributor.  \Ve  w  ant  to  be  i>n  your  list 
some  da\."   Ihc  odds  are  li>ng,  but 
they  can  be  beaten.  ^ 
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How  First  Chicago  stays  steady 
when  interest  rates  don't. 


In  theory,  the  banking  busi- 
ness is  pretty  straightforward.  Buy 
money  at  one  price  and  sell  it  at 
another  (hopefully  higher)  price. 
But  in  reality,  buying  and  selling 
billions  of  dollars  amidst  interest 
rate  gyrations  can  make  it  hard 
to  stay  on  track. 

First  Chicago,  the  Midwest's 
premier  financial  institution, 
reduces  its  exposure  by  hedging 
with  interest  rate  futures  and 
options  at  the  Chicago  Mercantile 
Exchange.  It's  one  of  the  best 
ways  they've  found  to  smooth  out 
the  inevitable  swings  of  the  interest 
rate  market  and  keep  projections 
on  line. 

And  First  Chicago  will  also 
have  around-the-clock  access 
to  the  world's  largest  financial 
futures  and  options  markets 
on  the  new  after- hours 
electronic  trading 
system,  GLOBEX.*        ^ 


If  you're  -^ 

looking  for  ~ 

ways  to  balance  / 

off  interest  rate  risk  / 

but  still  aren't  sure  ' 

about  futures  and  options, 
here's  First  Chicago's  point  of 
view- "If  you  know  you  have  an 
exposure  and  don't  do  anything 
about  it,  vou  are  a  speculator." 
Think  about  it.  Then  think 
about  the  Chicago  Mercantile 
Exchange.  We  help  smart 
businesses  manage  risk. 

.^^£&\\  CHICAGO 


^W  EXCHANGE 

The  Exchani^c  oi  Ideas 

1-800-331-3332  (US.  toU  free).  1-312-930-8213  (Chicago).  071-920-0722  (London).  03-3595-2251  (Tbkyo). 


1  hinking  of  starting  a  business?  Below,  eight  entrepreneurs 
who've  earned  their  way  onto  The  Forbes  Four  Hundred  talk  about 
the  opportunities  they  see  in  the  years  ahead. 

Business  plans 
for  the  mlllennliun 


By  Subrata  N.  Chakravarty  and  Kathleen  K  Wiegner 


Has  ALL  THE  MONEY  been  made,  all  the 
great  fortunes  created?  Nobody  who 
has  made  a  lot  of  money  thinks  so. 
"There  are  more  opportunities  today 
than  I've  ever  seen  before,"  says 
Charles  (Chuck)  Dolan.  "The  difficul- 
ty is  disciplining  yourself  to  focus." 

At  65,  Dolan  has  built  a  $440 
million  fortune  for  himself,  first  by 
founding  Home  Box  Office  (now 
owned  by  Time  Warner)  and  then  by 


starting  Cablevision  Systems,  a  1.6- 
million-subscriber  cable  company. 
Dolan  still  sees  great  possibilities  in 
cable,  not  so  much  in  the  ownership 
of  systems  but  in  the  programming. 
Hundreds  of  cable  channels,  he  says, 
will  be  available  for  each  home  in  the 
years  ahead,  thanks  to  improving 
technology.  WTien  that  happens  each 
home  will  in  effect  be  a  giant  news- 
stand where  consumers  can  choose 


among  a  multitude  of  programming 
options.  Many  of  those  entrepreneurs 
who  provide  the  programming  will 
get  rich,  just  as  magazine  and  newspa- 
per entrepreneurs  have  gotten  rich 
over  the  past  few  decades. 

"If  you  look  at  what  has  happened 
to  print,  it  foretells  what  is  likeh-  to 
happen  with  video,"  said  Dolan  in  the 
course  of  a  long  interview  over  a 
cellular  car  phone  as  he  got  caught  in  a 


Microsoft  founder  William  Gates,  the  second-richest  man  in  the  U.S. 

Another  idea:  It  could  take  hundreds  of  buttons  to  run  your  electronic  honw 

or  maybe  just  one  smart  black  box? 
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WE  GUARANTEE  THE  PUBLIC  INTEREST 
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G  AND  HEALTHY 


Municipal  bonds  are  not  just  sound  investments. 

Not  simply  tax-free.  They  help  keep  Americans  active  and  healthy  by  building 

and  supporting  hospitals,  clinics  and  medical  groups. 

We're  America's  leading  insurer  oTmunicipol  health  care  bonds.  We  odd  strength  to  bonds. 

By  staying  strong  in  our  commitment,  strong  in  our  resources. 

Municipal  Bond  Investors  Assurance  Corporation,  Armonk,  New  York  10504 
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Ix)ng  Island  traffic  jam.  "If  you  just 
go  and  stand  in  front  of  the  newsstand 
at  Times  Square  and  look  at  all  the 
jTiagazines  that  are  addressed  to  a 
variety  of  interests,  you  can  see  how 
one  medium  has  responded  [to  a 
segmented  marketplace]." 

Taking  his  own  advice,  Dolan  has 
gone  with  specialized  programming 
with  Bravo,  a  culture  channel;  Ameri- 
can Movie  Classics;  and  ten  regional 
sports  channels.  As  cable  channels  pro- 
liferate and  costs  fall,  audiences  for 
each  channel  can  get  smaller  and  small- 
er and  still  be  economically  viable.  In 
the  print  media,  specialty  magazines 
replaced  generalized  magazines  like 
Look  and  the  Saturday  Evening  Post. 
Dolan  foresees  channels  devoted  to 
photography,  computers  or  cars 
reaching  audiences  about  the  same 
size  as  comparable  specialty  maga- 
zines. Depending  on  the  desirability  of 
the  audience  to  advertisers,  or  its  will- 
ingness to  pay  for  service,  a  commer- 
cially viable  audience  might  be  as  small 
as  100,000  subscribers.  (By  contrast,  a 
prime -time  network  show  drawing 
fewer  than  10  million  viewers  is  almost 
certain  to  be  canceled.) 

This  means  anyone  with  an  idea 
and  a  camcorder  can  soon  have  a 
market  to  sell  to.  Producers  will  arise 
to  finance  the  programs.  Distributors 
will  arise  to  package  the  new  products 
into  a  series  or  a  channel  format  and 
sell  it  to  the  local  cable  systems. 

Another  thought:  With  400  chan- 
nels and  thousands  of  programs,  TV 
Guide  d^nd  the  other  now  manageable 
weekly  television  program  listings  will 
begin  to  look  like  telephone  books.  A 
new  kind  of  listing  will  have  to  be 
devised^maybe  on  a  monthly  throw- 
away  computer  chip?  Walter  Annen- 
berg's  shoes  are  there  to  be  filled. 

There  could  also  be  big  money, 
Dolan  thinks,  in  so-called  video  on 
demand,  a  sort  of  armchair  video 
rental  store.  Consumers  could  have  a 
film  br  other  program  electronically 
sent  to  their  homes.  The  natural  dis- 
tributors: cable  companies  and  tele- 
phone companies,  whose  businesses 
are  getting  closer  together  anyway 
(FoRBHS,  Mar.  18). 

America's  best  export 

Another  entertainment  entrepreneur, 
Viacom's  multibillionaire  controllinu, 


Steven  Jobs,  Next  founder 

Computers  should  sound  as  good  as  CD 

players,  with  pictures  as  good  as  TV. 


stockholder  Sumner  Redstone,  thinks 
the  best  way  to  make  money  is  to  take 
a  proven  idea  and  extend  it — either 
multiply  it  over  and  over  or  spread  it 
geographically.  He  did  both  with  his 
National  Amusements,  Inc.,  one  of 
the  nation's  largest  operators  of  mov- 
ie theaters.  Redstone  created  the  mul- 
tiplex theater  concept — several 
screens  in  a  single  building — and  then 
built  them  across  the  country. 

When  he  noticed  television  and 
vc;rs  stunting  growth  in  moviegoing, 
he  acquired  Viacom,  the  video  pro- 
gramming giant  that  also  owns  cable 
systems  with  1.1  million  subscribers. 

The  idea  for  the  Nineties,  says  Red- 
stone, is  to  export  American  culture 
throughout  the  world.  ''We  are  in  the 
midst  of  a  global  revolution  in  enter- 
tainrtie'Tt,  and  it's  escalating,"  he  says. 
Viacom  already  deli\ers  the  music 
channel  m  lA'  to  over  30  million  homes 
in  pAirope.  "When  the  Russians  said, 
'I  want  my  MiA",'  they  gen  it."  India, 
Pakistan,  C'hina  and  Taiwan  ha\c 
been  added  to  his  distribution  list. 


"We're  committed  to  the  philosophy 
that  if  you  have  a  global  network  that 
offers  global  exposure  to  advertisers 
with  products  of  global  appeal,  you're 
going  to  win." 

What  does  this  mean  for  other  en- 
trepreneurs.' The  cable  programming 
creators  and  series  producers  and  dis- 
tributors foreseen  by  Chuck  Dolan 
can  go  overseas,  too.  As  Redstone  is 
taking  rock  music  to  the  Chinese, 
other  entrepreneurs  may  buy  the 
rights  to  old  Leave  it  to  Beaver  epi- 
sodes, say,  or  Twilijjht  Zone  dramas, 
and  package  them  for,  say,  the  Latin 
Americans.  And  Dolan 's  specialty' 
magazines  on  video  could  go  to  spe- 
cialt\'  audiences  scattered  all  the  way 
around  the  world,  once  a  global  net- 
work is  in  place. 

^^Small  software  compa- 
nies are  very  efficienr' 

The  seccMid  richest  man  in  America, 
35  yearold  Rill  Gates  of  Micrt>sott 
fame,  believes  enormous  computer 
industr}  opportunities  lie  in  what  is 
popularly  known  as  "multimedia." 
1-ar  more  ptnverful  micrtKomputcrs 
will  be  able  to  manipulate  digitized 
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images  and  sounds,  and  so  create 
almost  any  kind  of  home  or  office 
environment  imaginable. 

In  the  course  of  a  free-ranging  in- 
terview in  Gates'  office  at  Microsoft's 
*spra\vling  campuslike  headquarters, 
Gates  said  he  is  already  well  along  in 
his  thinking  about  multimedia  prod- 
ucts. The  questions  he  has  been  ask- 
ing himself:  "What  should  the  user 
interface  be.'  What  is  multimedia  pub- 
lishing all  about?  What  are  the  tools 
that  will  help  teachers  to  build  these 
experiences?  How  can  we  take  this 
technology'  and  have  it  play  a  role  in 
education?" 

For  answers.  Gates  is  creating  an 
experimental  high-tech  "art  gallery" 
in  the  34,000-square-foot  lakefront 
home  he's  building  in  Medina,  a  Seat- 
tle suburb.  Instead  of  framed  pictures, 
the  walls  will  be  hung  with  high- 
resolution  flat-panel  video  monitors. 
At  the  press  of  a  button,  a  computer 
will  sort  through  a  vast  library'  of 
images  stored  on  compact  discs  or 
videotapes  and  display  whatever 
Gates  wants,  be  it  Monet  or  Miss 
September.  Appropriate  sound  from 
an  audio  CD  player  could  be  nm  by  the 
same  controls.  As  you  get  to  the  all- 


digital  world,  explains  Gates,  every 
home  could  one  day  have  an  image 
database,  just  as  homes  now  have  the 
World  Book  Encyclopedia. 

The  right  kind  of  large  flat  screens 
for  photographic-qualit}'  images  are 
still  a  few  years  out,  and  likely  will  end 
up  being  made  by  the  Sonys  and 
Panasonics  of  the  world.  But  the 
money  to  be  made  will  be  in  the 
creation  and  sale  of  images  and  data- 
bases, and  in  creating  the  software 
needed  to  get  the  image  from  CD  to 
screen.  For  starters,  enterprising  types 
could  be  acquiring  electronic  display 
rights  to  sounds  and  images  people 
might  want. 

Next,  how  about  a  "digital  publish- 
ing company"  that  would  issue  art 
and  photography  of  any  kind,  not  in 
glossy  coft'ee- table  tomes,  but  on 
discs?  A  franchised  service  to  digitize 
old  family  portraits  or  anything  else 
the  consumer  wants? 

The  possibilities  are  endless.  In 
short.  Gates'  picture  panels  portend 
an  entire  publishing  industry'  that 
doesn't  exist  today. 

With  cverythifijj  on  computer. 
Gates  figures  people  will  become 
overloaded  with  data.  Another  busi- 


Echelon's  Mike  Markkula 

Light  bulbs  that  talk  to  computers? 


ness  opportunity:  "Reasoning  soft- 
ware that  can  sort  out  what  is  interest- 
ing and  what  is  not."  Some  software 
already  goes  beyond  the  familiar 
keyword  search  libraries  used  to  pick 
out  newspaper  articles  or  papers.  But 
it  is  still  primitive.  Better  software. 
Gates  believes,  needs  to  be  developed 
to  help  select  the  information  a  per- 
son really  wants — not  just  words  but 
ideas,  images  and  sounds  as  well — 
from  the  digital  welter. 

Another  fortune  exists,  according 
to  Gates,  for  the  guy  who  can  figure 
out  how  to  integrate  all  your  oftlce 
equipment — fax,  telephone,  comput- 
er, printer,  copier — so  they  can  easily 
communicate  and  work  together: 
multimedia  in  the  workplace. 

And  it  won't  necessarily  be  Gates 
and  Microsoft  who  do  it.  Microsoft  is 
now  a  $1 .8  billion  a  year  (sales)  com- 
pany with  8,200  employees  and  a  S 1 5 
billion  market  capitalization.  Says 
Gates  candidly:  "Big  companies  get 
locked  into  a  kind  of  thinking  and 
don't  always  see  the  revolution.  ...  A 
new  company  could  come  up  with  a 
product  as  big  as  our  biggest  product. 
Small  software  companies  are  very 
efficient." 


^^Intei^ersonal 
computing" 

Another  of  the  superrich  computer 
entrepreneurs  of  the  1980s,  Apple 
cofounder  Steve  Jobs,  36,  takes  a 
somewhat  more  focused  approach  to 
the  promise  of  the  computer  industry' 
in  the  1990s.  Jobs,  who  left  Apple  to 
start  Next  Inc.,  believes  there's  a 
bright  fijture  in  computers  with  far 
better  color  graphics,  compact-disc- 
qualit)'  sound,  top-qualit)'  video.  "I 
truly  believe  that  one  of  the  things  we 
missed  as  an  industr\'  is  the  qualit)' 
issue,"  says  Jobs,  as  he  shows  oft'  his 
newest  computer.  "For  $250  you  can 
buy  a  CD  player  that  produces  better 
sound  than  any  computer  except 
Next.  Why  should  a  S300  \  c  Routper- 
form  a  several-thousand-dollar  com- 
puter? There  is  something  wrong 
with  that." 

What  would  such  a  high-perfor- 
mance personal  computer  do?  A  mu- 
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With  The  Most  nonstops  Tt)  Europe. 

It  happens  in  London  and  in  Paris  just  as  the  cities  start  to  stir. 

It  happens  in  Frankfurt  and  Munich,  in  Zurich  and  Milan.  In  Stockholm,  Glasgow, 

Brussels,  Manchester  and  Madrid.  All  across  Europe,  American  arrives 

just  as  the  day  begins.  So  whatever  brings  you  to  Europe, 

fly  the  airline  that  has  brought  Europe  closer  than  ever  before. 

As  close,  in  fact,  as  tomorrow  morning. 

AmericanAirlines 
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siciaii  might  compose  a  new  rock  song 
on  his  Next  computer,  type  in  the 
lyrics  and  send  it  over  a  network  to  his 
producer  or  other  members  of  his 
group  to  "play"  on  their  computers. 
Small  companies  have  already  begun 
springing  up  to  provide  sound  and 
video- editing  on  the  desktop  formerly 
done  on  big,  expensive  studio 
equipment. 

Jobs  enthusiastically  pushes  the 
concept  he  calls  "interpersonal  com- 
puting." For  Jobs,  this  means  groups 
of  people  linking  up  by  computer 
wherever  they  happen  to  be — on  the 
other  side  of  the  building  or  the  other 
side  of  the  world — to  work  on  any- 
thing that  requires  joint  effort — ham- 
mering out  a  contract  or  designing  a 
building.  The  collaborators  could 
trade  pictures  or  drawings  or  music  as 
well  as  text  or  numbers.  It  would  be 
like  teleconferencing,  only  by  com- 
puter— computerconferencing  if  you 
will.  But  first  somebody  has  to  devel- 
op computerconferencing  systems 
and  software.  Those  big  flat-panel 
display  screens  Bill  Gates  envisions 
would  be  a  big  help,  too. 

"I  am  convinced,"  says  Jobs,  "that 
[interpersonal  computing]  is  the 
third  big  thing  in  desktop  computing, 
spreadsheets  being  the  first  and  desk- 
top publishing  the  second." 

Smart  machines 

Forty-nine-year-old  A.C.  (Mike) 
Markkula,  who  cofounded  Apple 
with  Jobs,  is  also  building  a  new 
technology  company:  Echelon.  Eche- 
lon develops  complex  chips  that  talk 
to  one  another  when  embedded  in 
any  product  from  light  bulbs  to  com- 
puters or  other  electronic  equipment; 
thus  they  have  the  potential  to  save 
vast  amounts  of  wiring  in  products. 
Example:  The  many  strands  of  wire 
that  make  up  the  electrical  wiring 
harness  in  an  automobile,  locomotive 
or  ofTice  copier  can  be  greatly  simpli- 
fied by  Echelon's  chips. 

Markkula  expects  a  whole  genera- 
tion of  "smart"  products  that  can  talk 
directly  to  each  other  without  a  mas- 
ter controller.  He  reminded  us  once 
again  of  the  beginning  of  the  personal 
computer  era  he  helped  create:  he  and 
Jobs  building  Apple  lis  not  because 
people  were  beating  down  their  door 
demanding  res  but  rather  t)n  the  faith 


Blockbuster's  Wayne  Huizenga 
Could  you  sell  cool,  clear  water? 


that  millions  would  find  a  use  for  PCs 
once  they  were  widely  available.  Ulti- 
mately Markkula  thinks  there  will  be 
chips  with  millions  of  transistors  that 
will  cost  pennies. 

What  could  you  make  with  these 
chips  that  provide  so  much  fiinction 
at  so  litde  cost?  "Who  would  not  use 
them?"  counters  Markkula. 


Water  worrier 

Like  Microsoft's  Bill  Gates,  H.  Wayne 
Huizenga  (new  to  The  Forbes  Four 
.Hundred  this  year)  also  counsels  bud- 
ding entrepreneurs  to  plan  their  prod 
ucts  around  logical,  foreseeable  de- 
velopments. When  FoRBKS  talked  to 
him  over  tea  at  New  York's  posh 
Helmsley  Palace  Hotel,  Huizenga 
made  the  case  diat  one  thing  that  is 
clearly  foreseeable  is  tremble  with  the 
nation's  supplies  of  clean  water. 

Huizenga  got  his  first  start  picking 
up  and  disposing  of  garbage;  he  co- 
founded  Waste  Managment,  Inc., 
now  the  world's  largest  handler  of 


waste  materials.  He  left  Waste  Man- 
agement in  1984  to  go  into  business- 
es in  Fort  Lauderdale,  renting  coolers 
and  supplying  5 -gallon  water  con- 
tainers on  a  regular  basis.  After  he 
started  his  bottled-water  business,  he 
sold  out  to  Clorox  to  concentrate  on 
the  fast-proliferating  video  rental 
store  trend.  The  result:  Blockbuster 
Entertainment.  In  four  years  it  has 
become  the  supermarket  of  video 
rental  and,  with  2,000  stores,  by  far 
the  industrx'  leader. 

His  noncompete  agreement  with 
Clorox  expired,  Huizenga  is  now  get- 
ting back  into  water.  Living  in  Flori 
da,  Huizenga  is  convinced  a  water 
crisis  already  looms.  Florida,  he  notes, 
is  adding  1,000  people  a  day  to  its 
population,  and  most  of  its  water 
comes  from  aquifers.  The  increasing 
population  strains  the  supply  and 
damages  the  water  table. 

Even  people  who  reh'  on  their  o\\  n 
wells — in  Florida  and  elsewhere — 
cannot  be  certain  their  water  will  not 
be  contaminated  by  pollutants  ft-om 
lawn  chemicals,  say,  that  have  leached 
into  the  ground.  And  treated  cit> 
water  is  pumped  through  pipes  often 
decades  old.  Such  water  is  overtreated 
with  chemicals  to  kill  the  bacteria  in 
the  old  pipes.  It  tastes  accordingly. 
Huizenga  believes  people  will  be- 
come willing  to  pay  for  good  water 
without  the  chemical  cocktail. 

"There's  a  big  area  of  growth  [in 
providing  good  water],  primarily  in 
the  Southwest  and  Florida  right  now, 
but  it's  going  to  spread  all  across  the 
U.S.,"  Huizenga  predicts.  "You  need 
a  pure  source,  or  you  use  deioniza- 
tion — purifting,  softening  or  remov- 
ing minerals  from  w  ater.  You  can  take 
cit)'  w  ater — or  sw  amp  w  ater — break  it 
down  to  pure  w  ater,  put  some  miner- 
als back  in  ( for  taste  or  health  reasons] 
and  distribute  it." 

The  primary  profit,  he  says,  comes 
from  renting  the  coolers,  just  as  the 
real  profit  in  waste  disposal  comes 
from  renting  dumpsters.  The  water  is 
the  ser\  ice  that  makes  the  ciKiIer  rent- 
al necessary.  "Because  I  come  from 
the  rental  business,  I  lcx>k  to  rental  fi^ 
the  future,"  says  Hui/enga. 

Shifting  gears,  Hui/enga  also  sees 
increasing  potential  in  health  care  tor 
the  aging  t\S.  population.  Again  he 
stresses  the  rental  aspects. 

"As  pei>ple  get  older,  they're  going 
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A  promise  two  wheels  will  replace  tnree,  once  your  reet  can  reacn  the  pedals. 


A  promise  that  you  won't  he  the  only  one  wearing  galoshes  in  the  rain. 


A  promise  you'll  reel  as  sare  tomorrow  as  you  do  today. 


Nothini^  binds  us  one  to  tne  other  like  a  promise  kept.  Nothing  uiviues  us  like  a  promise  broken.  At  MassMutual 
we  believe  in  keeping  our  promises.  Tbat  way  all  tbe  families  anu  businesses  tbat  rely  on  us  can  keep  tneirs. 


MassMutual 
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At  Brother,  the  search  for 
excellence  begins  with  a  search  for 
what  you  need  to  achieve  your  personal 
best.  It's  an  attitude  reflected  in  our  products— 
and  our  sponsorship  of  the  worldwide  Olympic 
Games.  And  it's  been  a  driving  force  behind  our 
support  for  gymnastics  through  Brother  Cup  inter- 
national competitions  for  the  past  10  years. 

All  of  us  at  Brother  look  forward  to  the  1992 


Olympics,  where  once  again 
we'll  join  the  world's  top  athletes 
as  they  strive  for  excellence.  At  the 
Winter  Games  in  Albertville,  France,  and  the 
Summer  Games  in  Barcelona,  Spain,  we'll  be 
there  to  support  the 
contestants— and  help 
them  achieve  the  goal 
we  all  share. 
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Worldwide  Sponsor  of  the  1992  Olympic  Games 
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We're  at  your  side. 
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to  have  health  problems,"  he  says. 
"You're  going  to  see  a  lot  of  in-home 
care,  because  it's  cheaper."  Thinking 
of  hospital-type  beds,  bedpans,  canes, 
walkers  and  wheelchairs  as  well  as 
more  expensive  equipment,  Hui- 
zenga  says:  "There's  no  sense  buying 
that.  People  will  rent  them  and  then 
return  them." 

Similarly,  Huizenga  foresees  tem- 
porary-help agencies  for  health  care 
workers — nurses  and  orderlies  who 
work  in  homes,  doctors  who  make 
house  calls,  and  so  on.  "There's  a 
company  in  Fort  Lauderdale  now 
called  Hospital  Staffing  Services,  and 
they're  growing  by  leaps  and 
bounds,"  Huizenga  says. 

Doc  in  the  bucks 

Richard  Rainwater,  the  Fort  Worth - 
based  money  man  who  made  so  much 
money  for  the  Bass  brothers  (and  for 
himself),  also  sees  opportunity  in 
health  care,  but  at  the  other  end  of  the 
supply  chain:  hospitals.  "The  U.S.  is 
an  example  of  what's  going  to  happen 
to  the  rest  of  the  world  as  the  rest  of 
the  world  becomes  more  affluent,"  he 
observes.  "More  and  more  people  are 
finding  more  and  more  things  that 
they  can  fix  in  their  bodies  and  their 
lives,  and  they  will  all  go  into  hospitals 
or  outpatient  surgery  to  get  it  done." 

Rainwater  is  a  director,  and  a  major 
investor,  in  Hospital  Corp.  of  Ameri- 
ca and  the  cofounder  of  Columbia 
Hospital  Corp.,  which  owns  12  hos- 
pitals. Rainwater  gives  the  doctors 
and  other  staflfers  who  work  in  his 
hospitals  an  equity  stake  to  motivate 
them  to  provide  care  more  efficiendy. 
It  is  a  controversial  practice  because  of 
potential  conflicts  of  interest  and  the 
chances  of  malpractice  suits. 

But  Rainwater  is  unapologetic. 
"There  is  a  shakeout  under  way,"  he 
says.  "Better  hospitals  and  better 
doctors  are  drawing  patients  away 
from  lesser  hospitals  and  inferior 
doctors." 

As  the  cost  of  health  care  continues 
to  rise,  insurance  companies  will  be 
under  increasing  pressure  to  restruc- 
ture health  insurance.  Specifically, 
they  may  begin  to  pay  to  keep  sub- 
scribers healthy  rather  than  pay  only 
for  illnesses  to  be  cured.  Hospitals 
with  good  "well  care"  programs  may 
not  only  have  a  new  revenue  source 
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''Let's  Drum  Up 
Hearing  Protectien!" 

Alabama  group  drummer  Mark  Hemdon,  who 
suffered  a  hearing  loss  from  years  of 
performing,  urges  you  to  protect  your  hearing. 

He  strongly  promotes  hearing  conservation 
for  everyone,  but  says  that  most  people  w  ith  a 
hearing  loss  can  be  helped:  medically, 
surgically,  with  hearing  aids  or  through 
rehabilitation. 

For  information,  call  toll-free  Hearing 
HelpLine  —  800/EAR  WELL. 

Discover  a  world  of  better  hearing! 

Dettef  Heofing  Institute   P.O.  Box  1840,  Washington,  D.C.  20013 


Intel  cofounder  Gordon  Moore 

^^'^fo''  opportunities  tliat  are  off  to  the  side,  not  in  tlie  mainstream. 


but  also  a  presold  customer  when 
someone  does  become  ill. 

A  second  major  area  of  opportuni- 
ty, in  Rainwater's  opinion,  is  energy 
services  and  technology  for  the  oil 
and  gas  industry.  Rainwater  himself 
has  invested  heavily  in  outfits  such  as 
Energy  Service  Co.  and  Penrod 
Drilling.  Both  have  proprietary  drill- 
ing technology.  As  oil  gets  harder  to 
find  and  pump,  drilling  will  have  to 
get  ever  more  sophisticated.  Higher 
oil  prices  will  make  so-called  tertiar>' 
recovery— using  chemicals  to  loosen 
oil  deposits  so  the  oil  can  be  pumped 
up — a  major  opportunity  for  the 
people  who  can  commercialize  new 
techniques. 
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The  micfomachine  age 

Someone  noted  that  if  the  price  of  a 
Rolls-Royce  automobile  had  fol- 
lowed the  price  of  computing  power 
over  the  past  20  years,  a  Rolls  would 
now  cost  $3.50.  A  leading  factor  in 
computing's  amazing  cost  reduction 
is  Gordon  Moore,  62,  a  cofounder  of 
innovative  semiconductor  chipmaker 
Intel  Corp.  "I  personally  turned 
down  the  personal  computer  project 
at  Intel,"  laughs  Moore,  with  t>'pical 
self-deprecation.  Rut  he  can  foresee 
no  end  to  future  pt)ssibilitics  for  the 
silicon  chip. 

"I  am  aware  of  one  little  company 
that  is  using  what  is  essentially  our 
technology  to  build  a  disposable  chip 


I  to  do  blood  analysis,"  says  Moore. 
I  "You  take  a  microliter  of  blood  and 
5  90  seconds  later  you  get  an  analysis  of 
^  the  top  five  blood  components.  It  is 
inexpensive  compared  to  convention- 
al blood  analysis  and  is  available  im- 
mediately." Shrinking  other  analyti- 
cal   instruments   to   an   inexpensive 
throwaway  chip  could  give  entrepre- 
neurs the  sort  of  opportunit)'  instru- 
mentation  pioneers   Tektronix   and 
Hewlett-Packard  had  in  the  1950s. 

Moore  is  particularly  intrigued 
with  what  are  known  as  "microma- 
chines."  Instead  of  etching  tiny  tran- 
sistors on  a  chip  of  silicon,  engineers 
are  now  creating  microscopic  me- 
chanical devices:  flaps,  gears,  even 
tiny  motors.  But  unlike  semiconduc- 
tors that  respond  only  to  electrical 
impulses,  these  micromachines  do 
real  mechanical  work.  The  parts  are 
created  out  of  layers  of  silicon  stacked 
atop  each  other.  Acid  etches  away  the 
nonessential  silicon,  leaving  a  tiny 
three-dimensional  machine  anchored 
to  a  silicon  base.  Silicon,  at  this  scale, 
is  actually  stronger  than  steel.  Could 
there  be  power  saws  and  drills  so  small 
they  could  be  used  to  shape  the  hu- 
man eye,  or  drill  the  plaque  out  of 
human  arteries? 

Researchers  at  the  Universit>-  of 
California  at  Berkeley  have  developed 
a  tiny  light  bulb  that  can  fit  on  the  tip 
of  a  needle.  Tumors  can  be  spotted  by 
the  amount  of  light  that  passes 
through  tissue.  An  instrument  with 
one  of  these  light  bulbs  on  one  prong 
and  an  optical  sensor  on  the  other 
could  be  inserted  into  a  suspicious 
area  to  perform  an  "instant  biopsv" 
without  excising  a  sample  for  the  lab. 
"They  [micromachines]  are  phe- 
nomenally intriguing,"  says  Mcwre 
enthusiastically.  "It's  a  technolog\- 
looking  for  a  problem  to  solve." 

A  cosmic  thought 

VVh\'  is  it  that  the  nsc  of  great  personal 
fortunes — in  the  late  1800s,  in  the 
1920s,  and  again  in  the  I9SOs — goes 
hand  in  hand  with  a  rise  in  the  overall 
standard  of  li\nng.>  Microsoft's  Bill 
dates  gi\es  a  ^ood  answer  to  that 
question  w  hen  he  otVei-s  this  advice  to 
pet)ple  still  seeking  their  fortunes: 
"It's  too  late  to  do  the  s.ur.e  things  we 
did.  Yi>u  have  to  do  something 
new."  ^ 
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delco  electronics 
G^^ASafer,more  Secure  PLACE 

To  KEEPte  Valuable. 


Head-Up  Display  Instrumentation 

Lets  you  see  how  fast  you're  going, 
while  keeping  your  eyes  on  the  road. 


Air  Bags 

Of  all  the  features  we  help  provide,  this 
is  one  we  hope  you'll  never  need. 


PASS-Key' Security  System 

Reduces  auto  theft  and  helps  lower 
insurance  premiums. 


At  Delco  Electronics,  we  don't  just  design  electronic 
products  for  Geos,  Chevrolets,  Pontiacs,  Oldsmobiles, 
Buicks,  and  Cadillacs. 

We  like  to  think  we're  also  helping  to  bring  you 
peace  of  mind. 


By  making  the  family  car  a  safer,  more  secure  place 
for  families.  After  all,  we  know  just  what  kind  of  valuables 
you  put  into  it. 

Delco  Electronics-driving  the  world  in  automotive 
technology. 


DelcitBtectroniE^ 

WORLD  LEADER  IN  AUTOMOTIVE  ELECTRONICS'" 

SubsKhary  of  GM  Hughes  Electronics 


OI991  D«l(o  Elwtronki  CwporatiiM.  Al  fefhts  hstmd 
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So  far  the  1990s  are  looking  a  lot  slower  than  the  1980s,  but  that  doesn't 
mean  it's  a  bad  time  to  start  a  business.  Consider  what  these  six 
entrepreneurs  were  able  to  do  during  a  real  depression. 

No  g;uts,  no  glory 


By  Stanley  H.  Brown 

Bread  lines,  soup  kitchens,  unem- 
ployed stockbrokers  selling  apples  on 
Wall  Street.  That,  or  something  like 
it,  is  the  commonplace  view  of  the 
Great  Depression  of  the  1930s.  But 
even  in  those  grim  years,  most  people 
had  jobs  and  went  about  their  daily 
business.  A  few  brave  and  very  deter- 
mined entrepreneurs  refused  to  bow 
to  evaporating  credit  and  a  generally 
dismal  oudook  for  profits,  and  laid 
the  foundations  of  what  are  now  great 
fortunes.  There  was  no  secret  why 
they  did  what  they  did:  They  had  litde 
to  lose  and  much  to  gain.  Below, 
some  of  the  oldsters  among  The 
Forbes  Four  Hundred,  past  or  pres- 
ent, who  emerged  from  the  Depres- 
sion far  richer  than  they  entered  it. 

An  accidental  liquidator 

"It  was  by  accident  that  we  came  into 
the  [real  estate]  business,"  recalls 
New  York's  Sarah  Korein,  now  77 ^ 
with  a  trace  of  a  German  accent.  "I 
was  a  teacher  of  Hebrew  and  Bible, 
my  father  was  a  scholar,  and  my  moth- 
er was  a  real  German  hausfrau." 

The  Koreins  had  invested  their 
modest  savings  in  second  mortgages 
on  New  York  City  apartments,  a  pop- 
ular way  of  reaching  for  yield  in  the 
booming  1920s.  When  the  Depres- 
sion hit,  landlords  abandoned  their 
buildings,  leaving  the  holders  of  the 
first  and  second  mortgages  to  fight  it 
out  for  the  privilege  of  owning  the 
properties.  Korein  clearly  remembers 
her  first  defaulted  property,  a  six-story 
building  in  Astoria,  across  the  East 
River  in  Queens. 

"My  mother  and  I  went  to  look  at 
it,"  she  says.  "It  was  not  a  pretty 
sight — seven  stores  on  the  street  level, 
only  two  rented,  the  rest  with  broken 
windows;  the  lobby  vvas  shabby.  The 
apartments  rented  for  $40  [a  month] 


for  three  rooms.  We  thought  we 
could  take  it  over  for  our  $2,000 
investment.  But  with  the  taxes,  inter- 
est and  amortization  owed,  the  build- 
ing was  about  $10,000  in  arrears." 

Korein  and  her  mother  found  out 
that  Prudential  Insurance  held  the 
first  mortgage  on  the  building.  They 
made  a  deal  with  the  Pru  that  worked 
this  way:  "We  said,  'You  take  the 
$10,000  we  owe,  add  it  to  the  mort- 
gage. Extend  the  mortgage  to  us  for 
15  years.  We  will  go  in  and  fix  up  the 
building  and  rerent  it.'  "  The  Korein 
women  became  building  managers 
with  an  equity  participation. 

Hausfi'au  Korein  hired  some  unem- 
ployed German  boys  and  gave  them 
paintbrushes  and  tools  to  fix  up  the 
apartments.  The  Koreins  then  rented 
the  rehabilitated  units,  taking  $30  or 
$35  a  month  if  they  couldn't  get  the 
original  $40. 

"A  year  later  we  sold  the  building 
and  doubled  our  money,"  Korein 
continues.  "It  was  fiilly  rented.  We 
saved  the  Pru's  money,  we  saved  our 
own  money,  and  we  made  a  profit. 
That  was  the  beginning." 

The  Koreins  expanded  their  opera- 
tion. In  the  1920s  banks  had  issued  a 
version  of  today's  collateralized  mort- 
gage securities  called  mortgage  certif- 
icates. These  were  small  pieces  of 
mortgages  banks  sold  to  depositors 
and  other  small  investors.  After  the 
1929  crash,  many  of  these  mortgage 
certificates  went  into  default. 

The  certificate  holders  were  happy 
to  realize  any  cash  on  these  illiquid 
pieces  of  paper.  From  their  experience 
with  the  defaulted  second  mortgages, 
Sarah  Korein  and  her  mother  knew 
real  value  underlay  the  busted  paper, 
and  they  began  buying  as  many  of 
these  defaulted  certificates  as  they 
could,  at  big  discounts.  Then  they 
would  present  their  mortgage  certifi- 


Sarah  Korein,  then  and  now 
A  fistful  of  cash 
and  ready  to  buy 
again  when  the 
time  is  right. 


cates  to  the  defaulting  debtors,  repos- 
sess the  buildings,  arrange  new  fi- 
nancing, and  end  up  owning  a  build- 
ing recapitalized  at  $150,000  that 
had  failed  under  a  $300,000  mort- 
gage. A  new  wave  of  this  kind  of  real 
estate  liquidation  is  just  now  getting 
under  way  with  commercial  buildings 
in  major  cities. 

After  her  mother  died,  Sarah  Kor- 
ein began  investing  in  better-qualit)' 
real  estate,  notably  apanments  in 
Brooklyn's  Bay  Ridge  section  with 
dramatic  xiews  of  the  New  York  Har- 
bor. She  later  moved  into  the  Man- 
hattan market.  Today  she  owns  the 
landmark  Lever  House  on  Park  Ave- 
nue, the  Delmonico  Hotel  several 
blocks  away  and  other  choice  New 
York  buildings.  She  conducts  her 
business  from  her  apartment  in  a 
building  she  owns  on  Central  Park 
South  with — needless  to  say — a  spec 
tacular  view  of  the  park. 

Korein  long  ago  left  our  400  list- 
ing— Forbes  estimated  her  net  worth 
at  $100  million — but  she's  not  in 
bankruptcy,  either.  "This  business  is 
about  when  to  sell,  when  to  buv," 
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says  Korein.  She  tliinks  that  New  York 
is  way  overbuilt  and  prices  of  com- 
mercial properties  will  stay  depressed 
for  some  time.  She  recendy  sold  her 
interest  in  the  building  that  houses 
Manhattan's  version  of  the  Hard 
Rock  Cafe,  on  57th  Street,  for  $7 
million  cash.  These  days,  she  ob- 
serves, "you  have  to  have  money  in- 
stead of  bricks.  I've  got  the  $7  million 
and  I  have  a  block  of  Rockefeller 
Center  stock.  So  I  am  comfortable." 

Bibles,  bonds  and 
belt  buckles 

For  Wilton  R.  (Witt)  Stephens  in  rural 
Arkansas,  which  hadn't  known  any- 
thing like  prosperity  since  the  cotton 
market  collapsed  right  after  World 
War  I,  the  Depression  was  old  hat  by 
1933.  He  was  25  at  the  time.  Ste- 
phens had  already  left  the  family  cot- 
ton farm  and  struck  out  across  the 
country  peddling  silver  belt  buckles 
on  Army  bases  and  Bibles  door-to- 
door — sometimes,  it  is  said,  getting  a 
prospect  in  the  mood  by  kneeling 
with  her  in  prayer. 


Wilton  R.  Stephens 

Trust  me,  this  Arkansas  traveler  told  his  customers. 

They  did,  and  everybody  profited. 
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THE  RULES,  REGULATIONS  AND  CUSTOMS  OF  130  COUNTRIES 
AROUND  THE  WORLD  AREN'T  FOREIGN  TO  US.  Most  oJAlG's  34.000 
people  are  native  to  the  lands  in  which  they  work.  So  they  have  a  deep  understanding  of  local  laws, 
practices  and  traditions.  They  know  how  to  design  insmaiice  products  specifically  for  their  own  markets 


and  cm  respond  quickhj  to  changing  conditions  and  customer  needs.  Together  they  form  a  unique  netuvrk 
oj  service  capabilities.  Because  the  quality  of  our  services  to  clients  is  a  product  of  the  number 
and  experience  of  our  people.  And  that  is  something  no  one  else  can  match  in  this  fast-changing  workL 


AIG 


ivoRLD  lelaj>e:rs  in  insurance  and  financial  services. 

American  International  Group.  Inc..  DepL  A.  70  Pine  Street.  New  York.  NY  10270. 


)epression  fortunes 


Then  Stephens'  father,  who  had 
.ctved  a  couple  of  terms  in  the  state 
legislature  in  Litde  Rock,  made  a  big 
bet  that  the  state's  highway  bonds, 
selling  for  as  litde  as  10%  of  par,  were 
going  to  be  redeemed  at  par.  Witt 
Stephens  borrowed  515,000  and 
bought  a  bunch  of  the  bonds — not  as 
an  investment  but  as  inventory  that 
had  better  potential  than  buckles  and 
Bibles. 

Stephens  began  peddling  his  bonds 
to  country  bankers  looking  for  some- 
where to  invest  their  despositors' 
money.  Treasury  bonds  were  paying 
practically  no  interest  then,  and  the 
highway  bonds  were  interesting. 
"You'd  buy  bonds  for  a  quarter," 
Stephens  once  told  Forbes,  "and  sell 
for  a  dollar."  When  the  bonds  were 
redeemed  at  par,  Stephens'  satisfied 
customers  remembered  the  young 
salesman. 

In  the  mid- 1930s  Stephens  began 
to  underwrite  state  and  municipal  is- 
sues. And  as  the  New  Deal  spread 
money  around  the  country,  nobody 
else  got  his  hands  on  as  much  of  the 
underwriting  business  that  financed 
roads,  bridges  and  public  building 
construction  in  Arkansas  as  did  Witt 
Stephens  and  his  younger  brother 
Jackson,  who  joined  him  aft:er  the 
war.  Thus  was  laid,  in  a  depressed  part 
of  a  depressed  country,  the  founda- 
tion of  what  is  now  a  $900  million 
investment  banking  fortune. 

Instincts  for  value 
and  safety 

Charies  Allen  Jr.  grew  up  in  a  cold- 
water  tenement  in  Manhattan  and  as  a 
teenager  got  a  job  as  a  runner  on  Wall 
Street.  At  19,  he  started  to  trade 
securities  on  his  own.  His  brother 
Herbert  later  joined  him  at  his  fledg- 
ling firm,  Allen  &  Co.  This  being  the 
1920s,  they  prospered.  The  legend 
goes  that  the  brothers  were  worth 
almost  $1  million  when  the  1929 
panic  wiped  them  out. 

Rather  than  abandon  Wall  Street, 
they  began  to  make  markets  in  stocks 
that  other  Wall  Street  houses  had 
abandoned.  Herbert  and  another 
brother,  Harold,  who  joined  Allen  & 
Co.  in  1932,  got  the  family  into  insur- 
ance stocks,  which,  like  banks,  were 
traded  almost  entirely  over-the- 
counter.  Insurance  underwriters  had 
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Charles  Allen  Jr. 
An  eye  for  value. 


Henry  Crown 
Getting  an  edge 
in  the  Chicago 
political  jungle. 


taken  a  tremendous  battering  in  the 
crash;  the  established  Wall  Street 
houses  mostiy  shunned  them  in  the 
years  immediately  following.  That  left: 
the  market  pretty  much  to  marginal 
dealers  like  the  Aliens,  who  realized 
that  the  real  estate  and  other  underly- 
ing collateral  and  the  propensity  of 
individuals  to  keep  making  payments 
on  their  life  policies  made  these  vasdy 
underpriced  stocks.  Prett>'  soon  other 
people  began  to  see  in  insurance 
stocks  what  the  Aliens  had  seen;  by 
the  mid-  1930s  Allen  &  Co.  was  diriv- 
ing  again.  Developing  a  reputation 
for  shrewdness,  they  made  big  money 
on  steel  companies — for  example, 
they  helped  the  Rockefellers  get  out 
of  Colorado  Fuel  &  Iron. 

Aft:er  Worid  War  II  Allen  &  Co. 
helped  capitalize  Syntex  Corp.,  of 
which  they  still  own  a  $550  million 
slice.  They  directed  the  merger  of 
Warner  Brothers  and  Seven  Arts  in 
1967.  Steve  Ross'  soon- to- be  Warner 
Communications  Inc.  bought  it  a 
couple  of  years  later.  Allen  &  Co. 
repeated  the  trick  with  Cx)lumbia  Pic- 
tures, which  they  bought  intt)  in  1973 
and  sold  to  Coca-C^ola  Co.  in  1982. 

People  who  have  known  him  close 


ly  say  Charlie  Allen,  now  88,  has  a 
special  instinct  for  cheap  stocks.  But 
the  family's  real  secret  seems  to  lie  in 
finding  opportunities  that  Weld  prof 
its  that  are  ver\'  large  in  relation  to  the 
risks  associated  with  the  opportunity*. 
As  Charlie  Allen  once  put  it:  "We  like 
to  know  all  the  faults  of  a  companv 
and  one  good  reason  for  going  into 
it."  By  looking  for  the  faults,  they 
avoid  the  big  mistakes  that  wipe  out 
capital. 

Low,  lower,  lowest 
cost  hauler 

When  you  deal  in  commodities  like 
sand  and  gravel,  controlling  of>erat- 
ing  costs  can  be  the  whole  game, 
especially  in  hard  times. 

Take  high  school  dropout  Henry 
Crown  (1896  1990).  His  family's 
Material  Scr\icc  C'orp.  was  one  of 
scores  of  undercapitalized  building 
materials  suppliers  in  Chicago  after 
Worid  War  1 .  Hauling  sand  and  gravel 
to  construction  sites  is  a  ver^  tight 
margin  business.  Squeezed  by  bigger 
competitors,  the  voung  Canvn 
looked  at  bulk  transportation  costs  as 
a  w  ay  of  reducing  the  cost  per  ton  of 
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Most  of  our  clients  are  referred  by  a  source 
far  more  compelling  than  any  advertising. 


when  it  comes  to  innovative,  responsive  financial 
services,  people  of  influence  are  recommending 
Private  Banking  at  Chemical  Bank. 
In  fact,  our  clients  themselves  are  our  single  most 
reliable  source  of  neu/  client  relationships. 


'  1491  Chcmitdl  Bjnk 
Member  F[)IC 


If  you  wish  to  discover  how  your  financial  needs  can 
best  be  met,  please  call  Gitelle  Cardin  or  Richard  Foley 
at  (212)621-2583. 

If  you  prefer,  write  to  Chemical  Bank,  Private  Banking, 
30  Rockefeller  Plaza,  New  York,  NY  I0II2. 


ChemicalBaink 

Privaik  Banking 


troression  fortunes 


.,i.;...iiai  moved.  He  explored  the  ex- 
tensive interconnected  network  of 
rivers  and  canals  in  and  around  Chica- 
go until  he  found  sand  and  gravel 
deposits  in  Lockport,  111.,  a  mile  from 
the  water.  Crown  borrowed  money  to 
build  a  rail  line  to  the  shore,  where  it 
met  waiting  barges,  and  gave  his  com- 
pany a  huge  cost  advantage  over  com- 
petitors that  had  to  haul  their  material 
by  truck. 

In  1931  construction  collapsed  and 
Material  Service  was  caught  with 
heavy  bank  loans.  Crown's  bank  was 
taken  over  by  First  National  of  Chica- 
go, which  wanted  collateral  on 
Crown's  loans.  Crown  offered  First 
Chicago  ever\'thing  he  owned,  in- 
cluding his  house.  That  spirit  and  the 
fact  that  Crown  was  the  low- cost 
supplier  in  his  industr>^  convinced 
First  Chicago  to  keep  its  credit  taps 
open  to  the  young  entrepreneur. 

Chicago  in  the  1930s  went  from 
lean  to  fat  once  New  Deal  money 
started  pouring  through  the  Cook 
Count)'  political  machine.  The  cit\''s 
Outer  Drive,  major  park  develop- 
ments and  public  buildings  began 
revamping  the  cit^'  and  producing 
huge  profits  for  contractors.  Material 


Leon  Hess 
How  a  truck 
driver  with  a 
blowtorch  turned 
refinery  waste 
into  a  major  oil 
business. 


Service — as  supplier  to  many  contrac- 
tors— received  what  amounted  to  an 
override  on  the  activit}'.  Today  Henr>' 
Crown's  66-year-old  son  Lester  and 
his  other  heirs  have  a  $1.6  billion 
fortune  to  squabble  over. 

Hea\y  fiiel  man 

When  his  father's  coal  and  oil  deliven' 
business  in  Asbur\'  Park,  N.J.  failed  in 
March  1932,  Leon  Hess,  then  19, 
jumped  into  his  father's  deliver}'  truck 
and  took  over  the  business.  By  day  he 
made  sales  calls.  At  night  he  loaded 
the  truck  and  started  on  his  deli\eries. 


Hess  operated  just  across  the  bay 
from  New  York  Cit>',  where  the 
northern  New  Jersey  swamp  was  filled 
with  oil  refineries;  the  area  was  a 
veritable  warren  of  competitors.  But 
from  his  \antage  point  Hess  spotted 
the  opportunit}-  that  would  make  him 
superrich. 

Residual  oil  is  the  thick,  gooey  stuff 
that  is  left:  in  an  oil  refinen-  alter  the 
lighter  distillates  (gasoline,  kerosene 
and  the  like)  are  taken  out  of  crude. 
"Resid"  had  some  use  as  an  industrial 
fiiel,  but  it  had  to  be  kept  hot  to  flow 
and  burn.  B\'  and  large  the  refineries 
thought  it  was  useless. 
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Daniel  K.  Ludwig 
Theri^ 
contracts  at  the 
right  time. 


One  day  Hess  made  a  deal  to  sell  a 
small  load  of  residual  oil  to  a  nearby 
New  Jersey  hotel  w  hose  boiler  could 
burn  it  if  Hess  could  truck  it  in  hot 
enough  to  pour;  he  used  a  blowtorch 
to  keep  the  fuel  in  a  liquid  state.  With 
that  night's  difficult  but  successfiil 
deliver)',  Hess  had  the  start  of  a  major 
business:  supplying  residual  oil  for 
industr)'.  He  could  buy  resid  cheaper 
than  coal  ( then  the  major  residential 
heating  fuel )  and  sell  it  for  about  the 
same  price  per  Btu.  The  customer 
sa\ed  money  because  residual  oil  left 
almost  no  ashes  to  haul  a\va\'.  The 
economics  of  the  thick  stuff  caused 


many  coal  customers  to  switch  to 
Hess.  As  the  money  came  in,  Hess 
bought  or  built  heated  tanks  and 
trucks  to  handle  this  bottom-of-the- 
barrel  fliel  ever\one  else  had  ignored. 
Resid  became  a  major  fuel  and  is 
today  a  low-margin  commodity'.  But 
for  several  of  Hess""  pioneering  years 
the  fiieLwas  ver\-  profitable;  Hess  Oil 
Co.  made  enough  money  to  branch 
out  all  over  the  oil  business  and  even- 
tually to  acquire  Amerada  Petroleum. 
With  revenues  last  year  of  S7.1  bil- 
lion, .\merada  Hess  has  a  market  value 
of  S4.5  billion.  Leon  Hess  and  his 
family  still  own  15%  of  the  company. 


Contract  banking 

In  the  late  1920s  Daniel  K.  Luduig 
acquired  an  ancient  tanker.  He  man- 
aged to  keep  her  afloat  and  find  car- 
goes for  her  in  the  1930s.  He  boot 
strapped  that  into  a  small  collection  of 
government  surplus  vessels.  By  the 
time  the  oilfields  in  the  Arabian  pen- 
insula came  into  production  in  the 
late  1930s,  Ludwig  was  ready  to  capi- 
talize on  his  tanker  experience. 

There  was  a  problem.  He  had  little 
capital,  and  the  banks,  then  as  now, 
w  ere  turning  off  their  credit  spigots. 
Ludwig  got  around  that  by  cominc- 
ing  the  oil  companies  that  suddenly 
needed  to  transport  .\rabian  oil  to 
charter  his  not-yet-built  vessels.  He 
used  these  long-term  charter  agree- 
ments as  collateral  for  loans  to  build 
the  ships — in  effect,  he  was  able  to 
borrow  as  if  he  had  been  a  major  oil 
company.  VVTien  war  broke  out,  he 
w  on  huge  contracts  to  build  ships  for 
the  government. 

Now  94,  Ludwig  in  the  1970s  lost  a 
big  chunk  of  capital  on  his  timber 
venture  in  Jari,  Brazil.  It  was  a  calculat- 
ed risk,  and  Ludwig  took  it  at  an  age 
when  most  men  worr\'  about  their 
pension  checks.  No  guts,  no  glon'.  ^M 


We  just 

put  our  future 

on  the  line. 


The  future  is  something  that  just  happens. 
Or,  it's  something  that  you  make.  It  depends 
on  vour  attitude. 

At  Ford,  we  just  put  our  future  on  the  line. 
With  a  new  tractor  that  performs  like  no  Ford 
has  ever  performed  before-the  AeroMax  120 
long  conventional.  The  most  fuel-efficient  big 
Ford  ever. 

And  a  new  way  of  doin^  business  that  helps 
our  customers  stay  in  busmess. 

In  cab  comfort,  in  roadability.  in  ease  of  main- 
tenance, there's  never  been  anvthing  from  Ford 
hke  AeroMax  120. 


For  the  name  and  number  of  vour  nearest  Ford 
Heav  V  Truck  Dealer,  call  1-800-FORD  1ST (367-31 7 
Ask  about  our  new  LineHaulerClul)-\\  ith  24-hour 
Emergency  Hotline  backed  by 
over  26.000  suppliers  of  tow- 
ing and  repair  services.  About 
our  expanded  Parts  &  Service 
network.  About  Ford  Extended 


TRUCKS 


Service  Coverage.  And  more. 

Not  just  a  new  Ford . . . 
a  new  Ford  attitude. 


'^i'  r.f^,^\'-\!,ff 


George  Fisher  Baker  got  very  rich  running  a  bank. 
Nobody  gets  really  rich  running  banks  today. 
That's  probably  why  our  banking  system  is  so  sick. 

The  best  kind 

of  deposit  insurance 


By  James  Grant 

George  F.  Baker  looked  like  an  old- 
time  banker  ought  to  look,  with  dun- 
dreary whiskers,  top  hat  and  umbrel- 
la. His  career  should  inspire  Congress 
to  consider  a  capitalist  solution  to  our 
current  banking  predicament. 

Baker,  first  and  foremost,  was  a 
great  capitalist.  In  1934,  three  years 
after  his  death,  his  estate  was  ap- 
praised at  $74  million.  At  the  top,  in 
1929,  it  would  have  been  valued  in 
the  neighborhood  of  $174  million, 
over  $1  billion  in  today's  dollars. 

If  we  know  one  thing  about  banks 
in  1991,  it  is  that  owning  them  is  no 
way  to  get  rich.  You'll  find  Mellons 
and  Rockefellers  listed  among  The 
Forbes  Four  Hundred,  but  it  isn't  the 
banking  business,  c.  1991,  that  put 
them  there. 

The  Baker  name,  nowadays,  is 
mainly  identified  with  Ivy  League 
buildings.  George  Fisher  Baker  en- 
dowed the  Harvard  Business  School 
and  built  the  Baker  Memorial  Library 
at  Dartmouth.  Remembered  for  giv- 
ing money,  he  was  also  unsurpassed  at 
getting  it. 

To  the  public,  Baker  was  the  "dean 
of  American  banking,"  or  the 
"Sphinx  of  Wall  Street,"  but  to  Wall 
Street  itself  he  was  that  rare  bird  of 
plumage,  the  moneymaker.  He  and 
his  bank  bought  low  and  sold  high 
and  lent  safely  at  a  spread;  they 
bought  common  stocks  and  under- 
wrote corporate  bonds;  they  traded 
government  bonds  and  advised  the 
Treasury'  Department.  The  blend  of 
those  vocations,  even  more  so  than  his 
great  wealth,  is  what  commends  him 
to  us  today. 
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Born  in  1840,  Baker  came  of  finan- 
cial age  as  the  National  Banking  Act 
was  passed,  in  1863.  He  died  in  1931, 
just  before  the  Great  Depression  had 
entered  its  truly  demoralizing,  ashes - 
to-ashes  phase. 

The  bank  he  helped  to  found  in 
1863  and  which  for  many  years  he 
controlled,  the  First  National  Bank  of 
New  York,  was  subsequendy  ab- 
sorbed by  National  City  Bank,  fore- 
runner to  Citicorp.  John  Reed's  non- 
lineal  ancestor.  Baker  would  hardly 
recognize  the  place  today. 

Throughout  his  professional  life. 
Baker  was  what  The  Street  called  an 
"upbuilder."  He  was  a  bull,  a  patriot 
and  an  optimist  par  excellence.  As 
Charles  E.  Mitchell,  the  chairman  of 
the  National  City  Bank  fi-om  1929  to 
1933  and  no  mean  optimist  himself, 
eulogized  the  old  man:  "Baker  was 
essentially  an  American  with  a  faith  in 
his  country'  that  precluded  any  possi- 
bility of  serious  and  lasting  trouble 
due  to  poor  business  conditions  and 
depressions." 

Not  that  Baker  had  never  seen  hard 
times.  The  last  decades  of  the  19th 
centurx'  were  tumultuous — the  slump 
of  1873-79,  for  instance,  was  among 
the  nation's  worst — but  Baker  and  his 
bank  flourished  as  if  the  age  were 
serene.  How  they  did  it  is  the  stor)'  of 
both  the  man  and  the  world  in  which 
he  enjoyed  the  latitude  to  operate. 

In  Baker's  day,  safet>'  was  more 
than  the  banker's  first  command- 
ment. It  was  also  the  germ  of  the 
banker's  franchise.  The  safekeeping  of 
deposits  had  not  yet  been  socialized 
by  government  edict.  "It  is  cheap 


George  Fisher  Baker 
Baker  endowed  the  Harvard 
Business  School,  built  Dart- 
mouth's Baker  Memorial 
Library  and  gave  Columbia 
Baker  Field.  Remembered 
for  giving  money,  he  was  also 
unsurpassed  at  getting  it. 


insurance,"  Baker  once  adjured  his- 
son,  "to  keep  strong." 

There  was  no  Federal  RcscrNC  and 
no  Federal  Deposit  Insurance  Cor^"». 
National  banking  w  as  o\  crseen  b\  the 
Office  of  the  Comptroller  of  the  Cur 
rency  and  its  bank  examiners,  one  of 
whom,  Charles  A.  Meigs,  was  as- 
signed to  examine  the  First  in  1872. 

Meigs  had  been  around  for  years, 
but  he  had  never  seen  the  likes  of  it. 
He  sprinkled  his  reports  with  excla- 
mation points  and  undcrsconng.  He 
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thought  it  noteworthy  and  laudable, 
for  example,  that  the  First's  directors 
owned  "4,630  shares  out  of  5,000!" 
(Lebanese  billionaire  Edmond  Safra, 
who  controls  29%  of  the  parent  of 
solid  Republic  National  Bank  of  New 
York,  is  one  of  the  few  contemporary 
bankers  to  carr\'  on  that  capitalist 
tradition  on  a  scale  comparable  to 
Baker's.) 

Meigs  was  thunderstruck  by  the 
range  of  the  First's  moneymaking  ac- 
tivities. It  was  a  brokerage  firm  and  a 


bankers'  bank.  It  dealt  in  bonds  and 
lent  against  the  collateral  of  trade  bills 
presented  by  its  out-of-town  corre- 
spondents. It  cultivated  these  corre- 
spondent relationships  so  widely  and 
assiduously,  Meigs  exulted,  that  "it 
may  well  be  called  a  Manufactory'  ot 
National  Banks!"  It  achieved  growth 
but  did  not  relinquish  safety. 

Not  even  Baker's  bank  was  a  safe- 
deposit  box,  of  course.  Ever\'  dollar  ot 
the  depositors'  money  was  not  in 
storage  on  the  premises  every  minute. 


The  art  of  banking  is  to  balance  the 
risk  of  a  run  against  the  reward  of  a 
profit.  The  tantalizing  factor  in  the 
equation  is  that  risk>'  borrowers  pay 
higher  interest  rates  than  safe  ones  do. 
Ultimate  safety^ — a  strongbox  full  of 
currency — would  avail  the  banker 
nothing.  Maximum  risk — a  portfolio 
of  loans  to  potential  bankrupts — 
would  invite  disaster. 

Baker  safely  and  profitably  walked 
the  middle  ground.  In  a  time  of  low 
interest  rates  and  intermittent  panics, 
a  good  banker  paid  nothing,  or  next 
to  nothing,  for  his  deposits.  Thus,  no 
severe  financial  penaltN'  attached  to 
not  lending.  A  banker  could  aflford  to 
say  "no,"  and  Baker  said  just  that 
repeatedly. 

Baker's  trial  by  fire  was  the  failure  of 
Jay  Cooke  &  Co.,  the  champion  gov- 
ernment bond  seUing  house  of  die 
Civil  War  era,  in  1873.  In  peacetime 
the  firm  had  tried  its  hand  at  selling 
the  junk  bonds  of  the  Northern  Pacif- 
ic Railroad.  Overburdened  with  un- 
sold bonds,  Cooke  failed  and  the 
panic  was  ignited. 

The  president  of  the  First,  Samuel 
Thompson,  urged  that  the  bank  be 
closed  before  the  depositors  trooped 
up  the  steps  to  close  it  themselves. 
Baker  was  dien  the  cashier.  He  was  33 
years  old  and  the  father  of  nvo  small 
children.  His  capital  and  career  were 
invested  in  the  bank,  and  he  argued 
the  case  for  courage.  "I  propose  to 
pay  ever)'  claim  presented  as  long  as 
the  money  lasts,"  Baker  said.  "When 
we  stop  paying  it  will  be  because  there 
is  not  another  dollar  in  the  till,  and 
none  obtainable." 

"So  the  panic  didn't  bother  you 
very  much,  did  it?"  Baker,  by  then  an 
old  man,  was  asked  by  Samuel  Unter- 
myer  during  Congress'  Money  Trust 
hearings  in  1913.  "I  guess  if  you  had 
been  there  you  would  have  thought 
so,"  Baker  dr\'ly  replied. 

But  the  clouds  of  1873  were  silver- 
lined.  Baker  was  able  to  assume  con- 
trol of  the  bank,  and  he  set  about 
building  an  institution  that  was  both 
bold  and  conservative. 

What  the  Federal  Reser\'e  does 
nowadays  by  government  mandate, 
the  First  did  by  private  initiative.  It 
dealt  in  government  bonds  and  dis- 
counted the  notes  of  its  correspon- 
dents. It  continued  to  cultivate  coun 
tr\'  banks.  In  fat  times,  it  accepted 
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their  deposits  and  paid  them  a  small 
I  ate  of  mterest.  This  money  it  re-lent 
at  a  higher  rate  in  New  York.  In  lean 
times  it  lent  to  banks  in  need,  at  a 
price,  again  anticipating  the  role  of 
the  Federal  Reser\'e. 

One  such  act  of  profitmaking  assis- 
tance in.  1877  inspired  bank  examiner 
Meigs  to  ne\^'  flights  of  admiration. 
The  Rochester  Savings  Bank  was  a 
solvent  institution  with  S8  million  in 
deposits — "very  sound,"  Meigs 
judged — that  had  suffered  a  run.  Two 
of  Rochester  Savings'  trustees  applied 
immediately  to  Baker's  First  for  a  S2 
million  loan,  against  which  they  could 
post  an  identical  S2  million  in  good 
collateral. 

"The  Bank  loaned  them  $500,000 
Currency,  on  the  spot,  and  hurried  it 
to  Rochester,  by  Express,"  Meigs  re- 
ported at  the  time.  "Within  a  day  or 
two  5600,000  more  was  loaned 
them — in  Currency — and  hurried  to 
Rochester — to  the  rescue  of  a  solvent 
Institution!" 

A  brilliant  performance:  In  the 
examiner's  opinion,  not  another  bank 
in  the  cit\'  could  have  carried  it  off. 
"Can  you  wonder,"  wrote  Meigs, 
"that  this  Institution  gets  such  enor- 
mous Countr)'  Bank  Deposits  when 
this  is  the  way  they  will  come  to  the 
rescue?" 

As  for  go\ernment  bonds,  the  First 
was  both  a  marketmaker  and  under- 
writer. In  the  Civil  War,  the  Treasury' 
had  borrowed  at  6%  and  higher.  In 
the  1 870s,  it  was  able  to  refinance  that 
debt  at  5%  and  lower.  The  First  was 
instrumental  in  this  refunding,  earn- 
ing huge  profits  and  burnishing  its 
reputation  for  profitabilit)'. 

While  the  depression  dragged  on 
and  credit-related  losses  mounted  for 
most  banks,  the  First  built  a  new 
headquarters  at  2  Wall  Street  in  1 88 1 . 
It  would  come  to  be  known  as  "Fort 
Sherman"  after  lohn  Sherman,  the 
Treasur)'  Secretary'  with  whom  Baker 
and  his  colleagues  had  worked  so  well 
and  so  profitably. 

Before  the  passage  of  the  Glass - 
Steagall  Act,  which  forced  commer- 
cial banks  to  exit  the  investment  bank- 
ing business,  the  First  simultaneously 
took  deposits  and  underwrote  corpo- 
rate bonds.  Baker  invested  the  bank's 
capital  in  railroad  equities  and  the 
railroads  borrowed  from  the  bank.  It 
was  not  a  conflict  of  interest;  rather,  it 


Bakers  ■'Fort  S'r     3"    i:I.'.;   Street 
"Once  inside  the  main  banking  room," 
wrote  the  New  York  Times  on  May  3, 1931, 
"one  is  struck  by  the  fact  that  there  are 
hardly  any  customers  in  the  bank." 


was  an  absolute  unit)'  of  interest.  It 
was  Baker's  bank,  and  that  of  his 
partners,  and  they  ran  it  to  earn  a 
profit. 

As  a  rule.  Baker's  stocks  rose,  his 
bank  grew,  his  bonds  paid  interest  and 
his  venture-capital  investments  bore 
fruit.  Irreproachably  liquid  and  well- 
capitalized,  the  First  was  also  unusual- 
ly profitable.  As  reward  is  commensu- 
rate with  risk.  Baker  did  not  owe  his 
success  to  prudent  investments  in  3% 
bonds.  But  in  the  days  before  deposit 
insurance,  prudence  was  a  prerequi- 
site to  risk-taking.  Thus,  Baker  stayed 
strong  for  the  best  of  all  capitalist 
reasons:  It  paid. 

Baker  made  mistakes,  too,  but  not 
the  kind  that  salaried  lending  officers 
made  in  the  1980s  by  going  the  extra 
mile  for  Donald  Trump.  Probably  the 
greatest  financial  blow  that  Baker  ever 
absorbed  was  the  defalcation  of 
S700,000  by  one  Cornelius  L.  Al 
vord,  a  teller,  in  1900. 

Baker  had  just  been  paid  the  high 
honor  of  election  to  the  presidency  of 


the  New  York  Clearing  House.  Hard- 
ly had  people  stopped  shaking  his 
hand  when  the  theft  came  to  light. 
The  amount  of  the  loss  was  greater 
than  the  stated  capital  of  the  bank 
(though  not  of  its  real  capital:  A  year 
earlier  its  net  w  orth  had  come  to  more 
than  58. 3  million,  representing  no 
less  than  18.5%  of  its  $45  million  in 
assets;  they  don't  make  them  like  that 
anymore). 

Twent\^  years  later  Baker  was  still 
mortified  at  having  been  duped  by  a 
man  he  had  completely  trusted. 
"Nothing  ever  hurt  me  like  the  Al- 
vord  affair,"  he  said. 

Baker  was  a  buyer,  almost  a  collec- 
tor, of  bank  stocks,  and  he  built  a 
sizable  position  in  Bank  of  Republic, 
the  institution  with  which  his  bank 
shared  offices  at  Fort  Sherman  on  the 
corner  of  Broadway  and  Wall  Street. 
In  I90I  the  neighbors  merged,  and 
no  more  natural  combination  might 
have  ever  been  imagined.  The  com- 
bined entit}',  which  kept  the  First 
National's  name,  flourished  until  the 
Depression. 

As  the  First  became  a  might)'  insti- 
tution. Baker  became  a  powertiil  man. 
Late  in  the  1 890s  he  was  a  director  of 
31  companies  and  a  peer  of  lames 
Stillman,  president  of  National  Cin.' 
Bank,  and  of  I. P.  Morgan  (with 
whom  Baker  was  wont  to  leave  the 
directors'  meetings  of  U.S.  Steel,  arm 
in  arm). 

Along  with  xMorgan,  Baker  was  in- 
strumental in  stilling  the  Panic  of 
1907,  but  in  the  wake  of  that  crisis 
Congress  demanded  reform.  In 
1913,  Baker  was  called  to  Washing- 
ton to  explain  his  role  in  the  "Money 
Trust,"  an  alleged  monopoly  of  bank- 
ing and  the  channels  of  credit. 

The  countr)  had  had  no  positive 
proof  that  Baker  could  e\en  speak. 
The  great  banker  said  nothing  in  pub- 
lic as  a  matter  of  principle,  and  when, 
in  1922,  at  the  age  of  82,  he  reluctant- 
1\  granted  his  first  newspaper  inter- 
view,  the  opinion  he  then  chose  to 
deliver  was  that  businessmen  talked 
too  much. 

Fi>r  a  man  so  unaccustomed  to 
being  in  the  public  limelight.  Baker, 
at  the  Money  Trust  investigation, 
soaked  it  up.  "Smiles  played  frequent- 
ly across  his  broad  features,"  a  news- 
paper reponed,  but  the  mocxl  of  the 
hearing  rcx>m  w  as  all  business.  Samuel 
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sentimental  quality  that 

but  somewhat  lacking  ^^^^^^H 

blooms  on  the  palate  like  a 

in   manners.   Over  the  ^^^^^^^| 
years      acquires  a  golden   ^^^^^^| 
hue,   drawn   from    the  ^^^^^^^| 

flower  unveiling  hidden  col- 
or. The  finish  is  gentle  but 
firm,  dignified  and  noble. 

wood   itself.   Air  pene-^^^^^^^l 

Vji*^ 

The  true  measure  ol 

trates  the  porous  surface,  ^^^^^^H 

*^:? 

civilization  is  simple  qual- 

whispering hints  of  the  ^^^^^^| 

ities  like  these.  Happily. 

outside  world   to   the  ^^^^^^H 

/W  "^^ 

they   arc  available  for 
the  price  of  a  bottle  «'f^^ 

budding  whisky  inside.  ^^^^^^H 

J:j!feS^ 

In                 evaporation   ^^^^^^H 

^^_ 

Ballantine's  Finest. /SV^ 

imparts  a  subde  sweetness  ^^^^^^H 

Please  write.  We  wel- 

to the  surrounding  air.  BiHI^I 

d^e^_        _           _        _                 _ .                                                                                                                                    ^ 

come  all  correspondence. 

THE  TRUE  TASTE  OF  SCOTCH' 

Ballantines  Blended  Scotch  Whisky  43%  Alc/Vol  (86  prooO  CI990  Mtidstone  Wine  filSpmls  Inc  .  Los  Angeles.  CA     •    Wnteto  Ballantine's  PO  Box  8925  UDivenal  City.  CA  9160>> 
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Health  Care:  A 
Decade  of  Opportunity 

The  important  trends  that  have  fueled  the  grow  th  of  many  health  care 
stocks  in  the  '8()s  are  still  intact  in  the  "90s:  an  aging  population,  demand 
for  better  care  and  increased  spending  on  medical  services. 

If  you'd  like  to  participate  in  health  care  opportunities,  consider 
Fidelity  Select  Health  Care  Portfolio.  The  Portfolio  in\ests  in  the 
stocks  of  companies  involved  in  pharmaceuticals,  biotechnology,  medical 
technology  and  health  care  services. 

Share  price  w  ill  fluctuate,  and  may  be  more  volatile  than  stock  funds  that 
invest  across  many  industries.  Start  with  only  $1,000;  $500  for  IR.\s. 


Call  24  hours  1-800-544-8888 


KEOGH 


Fidelity  Select  Portfolios.  i..r  nu.if  u>m\^\vw  iiii..miaiiun  .ihom  \o . 

I  idcljix  Sfk'ct  I'ltrildlios  .  iiu'ludiDi;  ni;in.ii;fiiu'iil  lirs.  i'\ih'hm'>  and  llu'  fimds  V'm  >.ik'>^ 
iharjjc.  call  or  w  nli'  lor  a  fuc  |)rus|U'clus.  IMimm'  irad  ii  cairtullv  bfloir  invi'siiiii;  or 
M'ndiiii;  iiioiu'v  Kidi'liiv  DiMrihuiorsdorporaiion  ((iciu'rai  Disirihiiiion  \t;i'nl).  I'O  Itox 
()WtWH.  I)a!la.s,  lA  "SJ(.(i(K)i)> 
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Baker 

Untermyer,  counsel  to  the  House 
subcommittee  charged  with  getting 
to  the  bottom  of  the  alleged  money 
monopoly,  asked  Baker  to  explain  his 
bank's  investments. 

Not  all  was  harmony  on  the  regula- 
tory front  in  those  days.  In  1908  the 
First  had  set  up  a  securities  affiliate  to 
hold  the  common  stocks  that,  accord- 
ing to  the  Office  of  the  Comptroller 
of  the  Currenc\',  were  no  longer  suit- 
able investments  for  a  nationally  char- 
tered bank. 

Untermyer  was  suspicious  of  that 
subsidiar)',  one  of  the  first  created  for 
the  specific  purpose  of  eluding  the 
letter  and  spirit  of  the  federal  rules. 
He  was  also  suspicious  of  the  88 
directorships  that  Baker  and  his  fellow 
directors  of  the  First  National  Bank 
held  in  outside  corporations. 

"I  suppose  you  would  see  no  harm, 
would  you,  in  having  the  control  of 
credit,  as  represented  b\'  the  control 
of  banks  and  trust  companies,  still 
further  concentrated?"  Untermyer 
asked  him.  "Do  you  think  that  would 
be  dangerous?" 

"I  think  it  has  gone  about  far 
enough,"  Baker  replied,  surprising 
the  lawyer. 

Not  satisfied  with  Baker's  conces- 
sion, however,  Untermyer  pressed  for 
even  more. 

"You  think  it  would  be  dangerous 
to  go  fijrther?"  he  ventured. 

But  Baker  balked.  "It  might  not  be 
dangerous,  but  still  it  has  gone  about 
far  enough,"  he  said.  "In  good  hands, 
I  do  not  see  that  it  would  do  any 
harm.  If  it  got  into  bad  hands,  it 
would  be  ver\'  bad." 

Untermyer  pressed  again,  and  Bak- 
er backpedalcd;  the  banker  said  that 
he  could  not  imagine  financial  power 
tailing  into  "bad  hands."  "I  do  not 
think  bad  hands  could  manage  it,"  he 
said.  "They  could  not  retain  the  de- 
posits nor  the  securities." 

Untermyer  did  not  think  to  ask 
w  bother  bad  hands  might  not  retain 
hundreds  of  billions  of  dollars  in  de- 
posits and  securities  if  a  federal  depos- 
it insurance  apparatus  were  enacted. 
Why  should  an  insured  dc^xisitor — c^r 
the  uninsured  depositor  of  a  bank 
deemed  "ttxi  big  to  fail" — worn.- 
about  anything?  Nor  did  Baker,  a  man 
of  the  19th  ccntur>,  think  to  suggest 
such  a  radical  possibility. 

Like  his  friend  and  riN-al  Morgan, 
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World-Renowned  in  the 

Real  Estate  Appraisal 

Profession  for 

Over  50  Years. 

Appraisal  Institute 


With  the  highest  standards  in  the  field  of  real 
estate  appraising,  designated  members  of  the 
Appraisal  Institute  offer  the  most  sought-after 
appraisal  services  available  anywhere. 

Built  on  a  solid  foundation  of  knowledge  and 
ethics,  the  Appraisal  Institute  is  one  of  the 
world's  leading  professional  real  estate  appraisal 
organizations.  The  39,000  Appraisal  Institute 
members  in  six  countries  stretch  around  the  globe 
to  proWde  investors  and  homeowners  with 
unparalleled  appraisal  services. 

To  ascertain  the  \alue  of  your  property,  hire  a 
member  of  the  Appraisal  Institute  who 
can  take  a  long-range  perspective  and  assess 
opportunities  that  may  not  be  clear  to  less 
experienced  appraisers.  The  Appraisal  Institute 
has  members  in  your  area.  Call  toll-free 
1-800-331-7732  or,  in  IlHnois,  caU  1-312-335-4100 
to  obtain  a  free  copy  of  the  Appraisal  Institute's 
national  Directory  of  Members. 

Tfie  Appraisal  Institute  is  the  result  of  the  unification  of 
the  appraisal  profession's  most  respected  organizations: 
the  American  Institute  of  Real  Estate  Appraisers  and  the 
Society  of  Real  Estate  Appraisers. 
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riaker 


Baker  believed  that  character  was  the 
b.isis  of  credit — "Do  you  work,  and 
do  you  sleep  well?"  he  once  asked 
some  would-be  customers — and  he 
had  a  high  opinion  of  the  character  of 
Ms  bank.  It  was  his  conviction  that 
First  National  Bank's  money  was 
worth  1%  more  than  anybody  else's 
money  was. 

Runs  and  panics,  he  knew,  invari- 
ably spelled  opportunity  for  banks 
with  the  capacity  to  continue  to  lend. 
Baker  built  a  franchise  by  standing  by 
his  customers  through  thick  and  thin, 
as  James  J.  Hill,  the  railroad  builder, 
once  related: 

"When  the  panic  of  '93  came 
along,  and  currency  was  almost  im- 
possible to  get,  or  credit,  either,  for 
that  matter,  I  asked  the  First  National 
for  some  assistance,  and  George  Bak- 
er sent  me  this  answer:  'I  send  you  by 
express  tonight  what  you  asked  for.  If 
you  actually  need  more  I  will  take  off 
my  coat  and  go  to  work.'  " 

Baker  was  72  years  old  when  he  was 
grilled  by  Untermyer,  but  he  only 
became  more  optimistic  with  advanc- 
ing age.  He  and  his  bank  helped  to 
finance  World  War  I,  just  as  they  had 
helped  to  finance  the  Civil  War,  and 
they  eagerly  adapted  to  the  new.  Pro- 
gressive-era ways.  The  Federal  Re- 
serve System,  for  instance,  which  he 
might  have  resented  as  socialized 
competition  to  his  own  central -bank- 
ing business  (as,  indeed,  it  was),  Baker 
instead  embraced. 

He  borrowed  from  the  new  Fed's 
discount  window  unstintingly,  and 
re -lent  the  proceeds  at  a  handsome 
profit  on  the  New  York  call-money 
market.  If  the  Federal  Reserve  pro- 
tested. Baker  politely  insisted  that 
borrowing  was  his  right,  lending  was 
his  duty. 

Baker  similarly  embraced  the  Coo- 
lidge  bull  market;  to  those  who  tried 
to  tout  him  off  his  heavily  margined 
equities,  he  replied  that  they  did  not 
understand.  Weather  permitting,  the 
old  man  rode  to  work  in  an  open 
Rolls-Royce,  a  small  dog  sitting  be- 
side him  on  the  back  seat.  When  the 
car,  proceeding  south  on  Broadway, 
reached  the  corner  of  Wall  Street,  a 
traffic  cop  would  ostentatiously  stop 
traffic  to  allow  it  to  make  a  U-turn. 
The  dean  of  Wall  Street  banking  was 
the  center  of  attention  as  he  alighted 
on  the  pavement. 


After  the  market  collapsed  in  1929, 
Baker  said  two  things,  one  of  them 
touching  and  one  of  them  wise.  For- 
getting the  magnitude  of  things,  he 
addressed  his  private  secretary,  Frank 
Rysavy:  "Frank,  if  I  were  a  younger 
man,  I'd  take  $10,000,000,  go  in 
there  and  turn  this  thing  around." 

Rysavy  later  asked  Baker  to  imagine 
how  wonderful  it  might  have  been  to 
have  sold  out  in  1929.  To  this  impoli- 
tic suggestion,  the  old  man  replied 
that  if  he  had  started  selling  things,  he 
would  have  "lost  my  position  years 
ago.  You  see,  you  never  know  when 
you've  reached  the  top." 

"But  Mr.  Baker,"  Rysavy  coun- 
tered, "you  know  more  about  these 
swings  than  anybody  else." 

"No,  Frank,  you  can't  know,"  Bak- 
er sagely  told  him,  "because  every 
time  is  different." 

Baker's  death  was  the  lead  story  in 
the  New  York  Times  on  May  3, 1931, 
and  a  sidebar  described  the  quaint 
scene  at  Fort  Sherman.  "Once  inside 
the  main  banking  room,  which  is 
considerably  smaller  than  that  of  any 
other  good-sized  branch  bank,  one  is 
struck  by  the  fact  that  there  are  hardly 


Citicorp's  John  Reed  (top); 

Republic  National's  Edmond  Safra 

Why  should  an  insured  depositor— or  an 

uninsured  depositor  of  a  bank  deemed 

"too  big  to  faii"— worry? 


any  customers  in  the  bank,"  the  paper 
observed.  "It  is  understood  that  one 
must  have  at  least  SI 00,000  to  start 
an  account." 

Though  an  irrepressible  optimist 
on  America,  Baker  was  not  optimistic 
enough  to  anticipate  the  advent  of  the 
consumer  banking  market,  nor  of  the 
imperial  American  reach:  Neither  in 
his  lifetime  nor  later  did  the  bank 
open  a  single  branch  office,  at  home 
or  abroad. 

Baker's  bank  weathered  the  De- 
pression with  its  reputation  for 
strength  intact,  but  it  faded  in  the 
1940s  and  early  1950s.  The  specter  of 
another  banking  panic  had  receded 
sharply  by  the  time  of  the  first  Eisen- 
hower Administration — the  First's 
impregnable  balance  sheet  was  losing 
its  economic  value — and  no  new  Bak- 
er emerged  to  adapt  the  bank  to  the 
new  ways. 

When,  in  1955,  a  merger  with  what 
is  today  Citicorp  was  at  last  arranged, 
the  New  York  Timeshsid  the  last  word. 
"Ironically,"  the  paper  commented, 
"the  niche  that  George  F.  Baker  had 
carved  for  the  First  became  less  im- 
portant with  the  end  of  the  Bank 
Holiday,  the  early  Thirties  and  the 
establishment  of  deposit  insurance. 
When  people  began  to  cease  worning 
about  the  safet\'  of  their  deposits,  the 
premium  declined  on  a  bank  that 
made  a  name  for  itself  as  the  ver\- 
epitome  of  conser\atism." 

By  being  conservative,  George 
Baker  also  became  rich.  Because  some 
banks  could,  and  did,  fail,  there  was  a 
compelling  economic  reason  to  be 
safe.  Which  brings  us  to  the  present. 

If  Congress  is  serious  about  bring- 
ing back  safe  banking,  the  House  and 
Senate  Banking  Committees  might 
first  bring  back  rich  bankers.  The 
right  to  succeed  and  the  right  to  tail 
are  opposite  sides  of  the  same  coin. 
Restoring  risk  to  bank  deposits  and 
restoring  the  incentives  that  led  men 
like  Baker,  Morgan  and  Stillman  to 
strike  a  market-directed  balance  l>e- 
rween  pnidence  and  risk-taking 
would  be  the  best  possible  cure  for 
what  ails  the  countn's  banking  s\-s- 
tem  today.  Mi 

James  Grant,  editor  of  Grant's  Interest 
Rate  Obsen/er.  is  writing  a  book  on 
the  history  of  banking  and  credit  in 
the  U.S. 
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From  a  blank  sheet  of  pafier, 
Cadillac  creates  the  new  Seville. 

The  challenge  was  to  design  and  engineer  a 
sophisticated  vehicle  that  could  offer  the 
spaciousness  and  comfort  of  a  five-place 
luxury  automobile  with  the  road  perfor- 
mance of  a  touring  sedan. 

Introducing  the  IQQ2  Cadillac  Seville.  You're 
invited  to  examine  the  cause  for  acceleration 
in  its  performance. 

The  unconventional  wisdom  of  its 
technology. 

The  openness  and  order  in  its  interior. 

And  its  systems  approach  to  safety. 

Substance  takes  shape,  Cadillac  Style. 


atise  for  Acceleration. 


Performance  takes  shape  with 
technological  advancements 
that  bolster  the  automobile's 
capabilities.  The  4.9  liter  V8 
engine  responds  smoothly  and 
powerfully.  The  electronically 
controlled  transmission  makes 
.'  gear  changes  seamless. 


Rugged   safety 
cage  protected  by 
energy-absorbing 
Speed-Sensitive  crush  zones. 

Suspension  ad- 
justs for  city 
streets  and  spir- 
ited performance 
roads. 


A  more  rigid  body  structure 
provides  increased  solidity 
and  strength.  And  a  fully  inde- 
pendent computer-controlled 
suspension  is  sensitive  to  the 
speed  at  which  you're  traveling, 
be  it  five  miles  per  hour  or  fifty- 
five.  With  it,  Seville's  handling 


All-new  body  struc- 
ture provides  40% 
greater  rigidity 


dynamics  adapt  to  vehicle  speed 
and  lateral  acceleration  for  pre- 
cise control.  The  1992  Seville  is 
more  than  hardware.  It's  about 
making  automotive  systems  work 
together,  to  achieve  optimum 
vehicle  performance  at  any  speed 
and  in  any  driving  situation. 


4.9  liter  V8  with 

sequential  port 

fuel  injection. 

100,000-miie  dual 
platinum-tipped 
spark  plugs. 


Electronically  con- 
trolled transmis- 
sion for  seamless 
shifting. 


Anti-lock  brakes 

help  maintain 
steering  control 
during  sudden 
stops. 


Lnconventional  Wisdom. 


I  Technology  takes  shape  in  a  frac- 
tion of  a  second.  That's  all  it  takes 
for  the  on-board  computers  to 
respond  to  varying  driving  condi- 


tions. For  example.  Seville's  ad- 
vanced anti-lock  braking  system 
modulates  brakes  up  to  fifteen 
times  per  second  if  one  or  more 
of  the  wheels  begin  to  lock.  Its 
climate  control  system  adapts  in 
a  tenth  of  a  second  to  incoming 
sunlight,  or  lack  of  it. 


Even  its  available  Delco- 
Bose  sound  system  is 
tailored  to  the  interior  in  which  it 
performs.  It's  systems  such  as 
these  that  monitor  a  driving  ex- 
perience that,  while  years  in  the 
making,  takes  but  a  fraction  of  a 
second  to  appreciate. 


CADILLAC. 
STYLE 


I 


A  Systems  Approach  to  Safety. 


Safety  takes  shape  with  the  phi- 
losophy Cadillac  applies  to  auto- 
motive safety  The  1992  Seville 
meets  or  exceeds  the  demanding 
requirements  of  not  only  the 
United  States  but  Europe  and 
lapanas  well. 

It's  a  rugged  steel  safety 
cage  designed  to  remain 
intact  during  a  collision.  The 
cage  is  bolstered  front  and  rear 
by  crush  zones,  which  absorb  en- 
ergy impact  to  help  protect  the 


interior  compartment.  Side 
guard  door  beams  not  only  resist 
side  intrusion,  they  also  helped 
the  Seville  successfully  complete 
dynamic  side-impact  testing, 
even  though  this  is  not  a  govern- 
ment requirement  until  the  1997 
model  year  for  all  car  lines. 


Side  guard  door  beams  hclpLd  niLet  1997 
U.S.  side-impact  safety  standards 


Sensors  with  gold-plated  inter- 
nal contacts  provide  superior 
conductivity  to  activate  the 
drivers-side  Supplemental 
Inflatable  Restraint  System  (air 
bag),  which  is  to  be  used  with  the 
safety  belt  system. 

This  is  the  systems  approach 
to  safety  at  Cadillac.  When 
designing  a  safer  automobile,  all 
systems  work  together  to  provide 
their  greatest  benefit-protecting 
you  and  your  family 


Owner  at  a  Time. 


As  the  owner  of  a  1992  Seville, 
you're  afforded  considerable 
ownership  privileges.  Such  as  the 
assuranceof  a  no-deductible,  Gold 
Key  Bumper  to  Bumper  warranty* 
ith  it,  every  main  compo- 
nent is  covered,  from  en- 
gine to  suspension.  Comfort 
features  to  safety  systems.  For  4 
years  or  50,000  miles.  That  way, 
your  driving  pleasure  is  assured 
for  years  to  come. 

Additionally,  you  have  the 
support  of  24-hour  Cadillac 
Roadside  Service^,  the  most 
comprehensive  program  of  its 
kind  forall  Cadillac  owners. 

Cadillac  provides  on-the- 
spot  service  when  you  need 
it  the  most-nights,  weekends 


On-the-spotassistance  from  more  participating  dealers 
than  any  other  roadside  service  program. 


and  holidays.  If  necessary,  a 
highly  trained  service  technician 
will  be  dispatched  in  a  special 
vehicle  that  carries  genuine  GM 
parts,  to  get  you  back  on  the 
road  with  a  minimum  of 
inconvenience. 

For  12  months/12,000  miles, 
it  now  offers  complemen- 
tary emergency  road  service, 
including  free  gasoline  delivery, 
and  trip-interruption  reimburse- 
ment. And  no-charge  trip  routing 
for4years/50,000  miles. 


At  Cadillac,  substance 
takes  shape.  One  owner  at 
a  time. 


1-800-333-4CAD 

for  product  literature 
and  the  location  of  your 
nearest  Cadillac  dealer. 


CADILLAC, 
STYLE 


The  1 992  Seville.  Substance  takes  shape,  Cadillac  Style. 
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©IWICMCorp  All  Rights  Keserved 

SEVILLE.  ELDORADO,  ALLANTE.  FLEETWOOD.  BROUGHAM, 

•Se«  your  dealer  for  termsol  this  limited  warranty 


Why  are  there  no  Mafia  chieftains  among  The  Forbes 
Four  Hundred?  Because,  as  the  case  of  mob  boss  John 
Gotti  Jr.  shows,  life  does  not  imitate  "The  Godfather." 

But  where 
are  the  dons' 
yachts.^ 


By  James  Cook 

He  WOULD  SEEM  a  prime  candidate  for 
The  Forbes  Four  Hundred: 

John  Joseph  Gotti  Jr. 

Mafia  boss.  NYC.  50.  Married,  3  chil- 
dren (1  killed  accidentally).  Son  of  day 
laborer;  high  school  dropout.  Led 
street  gang  into  notorious  Gambino 
mob,  NYC's  biggest,  1966.  Advanced 
via  loan-sharking,  hijacking;  proved 
mettle  by  doing  time  (5  years  altogeth- 
er; hijacking,  manslaughter).  Released, 
became  family  member  1977.  Rose 
fast;  capitalized  on  mob's  resentment 
of  then -boss  Paul  Castellano.  After 
Castellano's  murder  in  1986,  was 
named  successor  to  improve,  redistrib- 
ute mob  wealth.  Kept  promise.  Now 
jailed,  awaiting  trial  (racketeering,  tax 
evasion,  murder),  but  still  boss,  widely 
feared.  Powerful:  controls  much  NYC 
gambling,  loan -sharking;  also  key  New 
York  labor  unions  involving  airport, 
garment,  trucking,  construction, 
garbage.  Violent,  profane;  compulsive 
gambler.  "A  thug,  not  a  racketeer." 
Net  worth:  whatever  he  wants. 

Altogether,  the  five  New  York  Mafia 
families,  with  some  900  members  and 
9,000  associates,  are  said  to  rake  in 
over  $1  billion  a  year  in  operating 
profits.  The  figure  is  based  on  a  for- 
mula designed  by  Wharton  Econo- 
metrics for  the  President's  Commis- 
sion on  Organized  Crime.  Based  on 
its  size,  Gotti's  Gambino  family  could 
be  expected  to  take  in  more  than  half 
of  that,  with  roughly  half  of  the  fami- 


ly's income — perhaps  $300  million  a 
year — going  to  John  Gotti. 

Why,  then,  is  this  dominant  force  in 
the  crime  industry  not  among  The 
Forbes  Four  Hundred.'  Simple.  That 
$300  million  figure  is  a  myth,  based 
upon  a  flawed  understanding  of  how 
the  Mafia  families  make  and  distribute 
their  money.  If  Gotti's  net  worth  is 
even  a  fraction  of  the  $275  million 
threshold  to  The  Forbes  Four  Hun- 
dred, we'd  be  surprised. 

For  the  record,  Gotti,  who  did  not 
file  a  tax  return,  at  least  between  1984 
and  1989,  claims  to  have  been  a 
$36,000-a-year  plumbing  supplies 
salesman  for  Arc  Plumbing  &  Heat- 
ing. At  one  time  he  sold  construction 
services  for  a  construction  company, 
and  these  days  he  claims  to  sell  zippers 
to  the  garment  industry',  where  the 
family  controls  several  important 
unions.  According  to  his  biographers. 
Gene  Mustain  and  Jerry  Capeci  (Mob 
Star)  and  John  Cummings  and  Ernest 
Volkman  (Goombata),  he  is  involved 
in  two  or  three  bars,  a  disco,  a  motel,  a 
Chinese  restaurant,  a  school  busing 
service.  His  wife  Victoria  owns  the 
couple's  middle-class  house  in 
Queens'  Howard  Beach  section;  his 
son  and  son-in-law  own  the  family 
vacation  home  in  the  Poconos.  Gotti 
used  to  spend  time  at  a  condominium 
at  Gurney's  on  Montauk  Point,  at 
Long  Island's  eastern  tip,  and  he 
keeps  a  speedboat — the  Acquittal. 
But  he  owns  neither  the  boat  nor  the 
condo.  The  Gambino  family's  Man- 
hattan headquarters,  the  Ravenite  So- 
cial Club  at  247  Mulberry  Street,  is 
owned  by  somebody  else. 


Lifestyles  of  the 
rich  and  infamous 
GamMno  family 
boss  John  Gotti 
and  the  house 
(in  his  wife's 
name)  at  Howard 
Beach,  Queens 
that  is  believed 
to  be  his  principal 
residence. 
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"I'd  be  a  billionaire  if  I  was  a  selfish 
boss,  but  that's  not  me,"  Gotti, 
bugged  by  government  agents,  boast- 
ed to  an  associate  a  year  or  so  back. 
Populism  pays — in  the  Mafia  as  al- 
most everywhere  else — and  Gotti 
came  to  power  by  promising  to  share 
the  weaitli  with  the  membership. 

Gotti  contrasts  sharply  with  Co- 
lombia's billionaire  cocaine  lords — or 
even  American  mobsters  like  Moe 
Dalitz  and  Meyer  Lansky,  both  of 
whom  evidendy  accumulated  $100 
million  fortunes  and  therefore  made 
The  Forbes  Four  Hundred  in  1982. 
Lansky  and  Dalitz  created  real  busi- 
ness organizations  with  a  hierarchy  of 
managers  and  operators.  But  as  head 
of  a  Mafia  crime  family,  Gotti  runs  an 
enterprise  utterly  different  fi-om  con- 
ventional business  organizations — in- 
deed, utterly  different  from  the  busi- 
ness as  portrayed  in  the  Godfather 
movies,  in  which  Michael  Corleone 
could  easily  swing  a  $600  million  cash 
takeover  deal. 

As  retired  Mafia  boss  Joseph  Bon- 
anno  put  it  in  his  autobiography,  A 
Man  of  Honor.  "Family  membership 
does  not  entitie  one  to  a  monetary 
stipend,  it  simply  places  the  family 
member  in  a  society  of  friends  who 
can  help  each  other  through  a  net- 
work of  connections." 

The  structure  of  a  Mafia  family 
reflects  a  feudal  organism  devised  in 
Sicily  a  thousand  years  ago  to  protect 
its  members  from  foreign  conquerors. 
Today,  in  the  U.S.,  the  members  of  a 
Mafia  family  still  must  be  of  Italian 
blood.  Their  only  earthly  allegiance  is 
to  the  boss  who  heads  the  family — the 
"don,"  the  father,  who  gives  it  focus, 
direction  and  shape. 

Yet  the  boss  ultimately  serves  at  the 
pleasure  of  the  independent  operators 
who  have  chosen  to  follow  him.  If  he 
tries  to  exact  too  much  tribute  from 
them,  he  winds  up  without  a  follow- 
ing, or  splattered  on  the  sidewalk  in 
front  of  a  posh  Manhattan  restaurant. 
While  a  John  Gotti  might  do  business 
with  a  Meyer  Lansky,  he  would  never 
admit  Lansky  to  the  family.  And  a 
Lansky  would  exercise  more  control 

The  heads  of  the  five  New  York  crime 
families  and  their  home  addresses  were 
identified  by  the  Senate  Permanent 
Subcommittee  on  Investigations  in 
1988  and  1990  reports. 


over  his  organization — and  extract  a 
bigger  share  of  its  earnings — than 
Gotti  could  ever  receive. 

Below  the  boss  in  a  Mafia  family  is 
his  underboss,  a  kind  of  chief  adminis- 
trative officer,  and  his  consigliere,  an 
in- house  counselor  who  provides  le- 
gal or  other  advice  and  serves  as  a  sort 
of  family  ombudsman.  But  the  real 
business  is  done  by  the  various  work- 
ing crews  (regimes).  The  crews  are 
headed  by  captains  (capore^fimes,  or 
capos)  and  made  up  of  both  "made" 
— that  is,  initiated — members  or  sol- 
diers (soldati),  and  nonmember  asso- 
ciates. The  working  stiffs  of  the  crews 


whole  life  ...  far  more  than  it  is  with 
ordinary  'straight'  citizens." 

The  boss  provides  the  crews  with 
protection,  sets  policy  and  allocates 
territory,  resolves  disputes  among  the 
crews  and  in  the  end  licenses  every- 
thing they  do.  If  the  boss  gets  impli- 
cated in  a  wiseguy's  crime,  the  boss 
tells  the  wiseguy  how  to  plead,  pro- 
vides lawyers  and  bail  money,  bribes 
judges  or  law  enforcement  officers, 
decides  whether  and  how  to  intimi- 
date jurors  and  damaging  witnesses. 

In  exchange  for  these  executive 
services,  a  portion  of  the  crews'  reve- 
nues percolates  up  through  the  fami- 


are  the  wiseguys — the  street  toughs 
with  few  employable  skills,  less  inclina- 
tion to  acquire  them  and  a  consider- 
able thirst  for  violence. 

These  crews  are  much  more  than  a 
crime  family's  operating  divisions. 
They  are  made  up  of  independent 
businessmen  who  pledge  fidelity'  to  a 
particular  crime  family's  boss.  "They 
[the  wiseguys]  spent  ever\'  waking 
hour  thinking  about  how  they  were 
going  to  make  money,"  recalls  one- 
time FHi  man  Joe  Pistonc,  who  as 
Donnie  Brasco  spent  six  years  under 
ground  in  the  Mafia.  "They  did  not 
think  or  talk  much  about  their  wives, 
girlfriends,  families,  hobbies.  The 
mob  was  their  job  as  well  as  their 


The  don  of  Greenwich  Village 
Genovese  boss  Vincent 
Gigante,  who  claims  to  be 
mentally  incompetent, 
lives  above  Soho  Oil  at  225 
Sullivan  Street. 


ly's  ranks.  The  crews'  soldiers  and 
their  associates  give  up  part  of  whatev- 
er they  make  to  their  captains;  the 
captains  tithe  to  the  boss,  underboss 
and  consipilicrc.  Gotri's  Gambino  fam- 
ily even  has  a  house  tax:  Fach  captain 
has  to  kick  in  S 1 0,000  a  quarter  to  the 
family,  or  altogether  nearly  S 1  million 
a  year,  to  fund  various  family  services. 

"In  effect,"  says  Ronald  Gold- 
stock,  director  of  the  New  York  State 
Organized  C-rime  Task  Force,  ''w  hat 
the  members  give  is  essentially  a  tax; 
w  hat  they  get  in  exchange  is  govern- 
ment ser\iccs." 

Like  legitimate  businessmen,  the 
crews  struggle  to  keep  their  profits  up 
and  their  costs  down,  including  the 
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THIS  YEAR,  ALL  OUR  EXECUTIVES 
ARE  GETTING  BIG  BONUSES. 


\'eu' personal  video  monitors  in  First  Class  let  you  choose  what  you  walch. 


Vintage  champagne  in  Club, 
First  Class  and  Concorde. 
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Join  Execiilii'c  Club  now 
and  earti  a  free  one-class  upgrade. 


•As  voted  by  tne  readers  of  Business  Traveler  International  magazine 
tTo  get  upgrade  offer,  you  must  enroll  and  fly  full-fare  round  tnp  to 
UK  on  British  Airways  by  12/31/91    ©1991  British  Airways 


S'ew  lighter,  heahhter 
gourmet  meat  options 
in  Club  Class. 


How  does  the  premier  international 
business  airline,  one  which  won  "Best 
Transatlantic  Carrier"  and  "Best  Business 
Class"  honors  the  last 
two  yearstget  better? 

We  start  from  the 
ground  up.  With  new, 
luxurious  lounges  in 
many  U.S.  cities.  With 
the  individual  atten- 
tion of  our  Special 
Services  staff,  who  help 
make  everything -from 
checking  in  to  placing  a 
last-minute  phone  call  -  an 
effortless  endeavor. 

Next,  we  take  to  the  air, 
where  a  variety  of  new  luxuries 
await.  In  Club,    our  business  class: 
new  lighter,  healthier  options  from 
our  gourmet  kitchens.  Fresh  hnens, 
flowers  and  more.  In  Pint  Class:  new 
personal  video  monitors  and  your  choice  ot 
more  than  50  first-run  movies,  documen- 
taries and  business  programs. 

Finally,  we  take  that  e.xtra  step  by  offering 
free  membership  in  our  E.\ecutive  Club.®  With 
benefits  that  build  the  more  you  fly.  Perks  like 
priority  wait-listing,  hotel  and  car  rental 
discounts  and  upgrades,  or  the  use  of  our 
entertainment  booking  service.  If  you  travel 
frequendy  to  the  U.K.  or  Europe  on  busmess, 
ask  your  corporate  travel  manager  or  travel 
agent  for  details  on  Executive  Club  enroll- 
ment and  benefits. 

And  remember,  when  you  join,  we'll 
sweeten  the  deal  with  a  free  one-class  up- 
grade after  your  first  ftiU-tare  round-trip  to 
Great  Britain.'  You  could  even  find  yourself 
on  Concorde. 

It's  all  part  of  an  effort  to  better  deliver 
you,  the  business  traveller,  ready  to  do  busi- 
ness. And  that's  the  biggest  bonus  of  all. 

British  Airways. 

The  Civilized  Business  Airline™ 

BRITISH  AIRWAYS 


TIk  world's  tavountc  airhnc* 
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cost  of  the  sen-ices  pro\ided  bv  the 
boss  and  his  captains.  WTien  it  comes 
to  forking  over  money  to  the  famil)-, 
each  mobster  is  "supposed  to  do  the 
right  thing,"  says  Martin  Light,  a 
onetime  mob  lawTer.  "If  vou  make 


An  estate  problem? 
Bonanno  boss 
Philip  Rastelli 
lived  in  this 
Brooklyn  row  house 
until  his  death  (by 
natural  causes)  this 
summer.  So  far  no 
successor  has 
emerged. 


ten  thousand  and  you  pass  up  five, 
that's  ven-nice.  That's  doing  the  right 
thing."  But  everybody  chisels.  Sa^'s 
former  FBI  undercover  agent  Joe  Pis- 
tone:  "If  the  score  is,  say,  S200,000, 
they  [the  captains]  will  say  the  score 


p  was  SI 50,000  ...  so  thev  \^-]]l  pocket 

i   S50,000  and  split  SI50,dOO  [with  the 
:   higher-ups]." 

The  money  comes  pouring  in  fi-om 
-  all  over,  from  the  wiseguys  and  their 
associates,  fi-om  hijacking,  e.xtortion 
and  gasoline  boodegging,  fi-om  busi- 
nessmen, corporations  and  labor 
unions,  fi-om  the  garment  industrv, 
construction,  die  docks,  in  dnbs  and 
drabs,  in  chunks  and  gobs,  fi-om  tens 
of  thousands  of  sources.  And  it  goes 
on  no  matter  what  happens.  Goes  on 
when  the  boss  dies  or  is  killed,  decides 
to  retire  or  goes  to  jail.  It's  a  veritable 
money  machine,  self- starting  and  self- 
perpetuating. 

But  there  is  a  hazard  in  doing  busi- 
ness with  the  kinds  of  people  attraaed 
to  the  mob.  As  one  wiseguy  once  put 
it  to  Pistone:  "You  can  lie,  you  can 
steal,  you  can  cheat,  you  can  kill,  and 
it's  all  legitimate.  You  can  do  an\-thing 
>'Ou  want,  and  nobody  can  sav  an\'- 
thing  about  it.  Who  wouldn't  want  to 
be  a  wise  guv.-" 

In  their  propensities  to  maximize 
revenues,  bosses  differ.  Gotti's  prede- 
cessor, Paul  Castellano,  was  greedv 
and  squeezed  his  captains  until  the 
cost  of  Castellano's  services  outran 
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"^ars  from  now 

the  wisdom 

ofbu\ang 

a  Haitmann 

will  be  e\^en 

more  apparent. 

You'll  see  it  in  the  way  our  classic 
belting  leather  becomes  more 
beautiful  with  each  passing  day. 
You'll  become  further  convinced 
as  your  appreciation  for  its 
craftsmanship  and  design 
continues  to  grow.  But  the  place 
it  becomes  the  most  apparent 
is  in  the  pride  that  comes  with 
owning  Hartmann. 
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Handcrafted  since  1877 "" 


American  Re's  products  and  services 
are  only  available  at  the  above  location 


Today  you  need  a  reinsurer  with  financial  stability 

treaty  and  facultative  capacity  and  a  strong  international 

presence  in  order  to  respond  to  your  clients'  global  needs. 

American  Re  has  been  in  business  for  over  70  years,  and  we 

have  offices  in  26  locations  worldwide  staffed  by  local 

experts.  We  have  the  capability  to  create  customized 

programs  that  keep  you  current  in  a  changing  world. 

Upgrade  your  global  strategy  Talk  to  American  Re. 


AMERICAN 

REINSURANCE  COMPANY 


555  College  Road  East.  Princeton.  NJ  08543-5241   (609)  243-4200 


Atlanta  •  Bermuda  •  Bogota  •  Boston  •  Brussels  ■  Cairo  •  Chicago  •  Columbus  •  Dallas  •  Harttofd  •  Kareas  City  •  Laidpn  •  L«  Angetes^Meiboome  •  Mex«x)  C.fy  •  M.nneapot.s 
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Carmine  lived  here 
Until  he  began  serving  a  life 
sentence  in  1985,  Colombo 
boss  Carmine  Persico  lived 
in  this  house  in  Brooklyn. 
He  now  runs  the  family 
from  jail. 


their  value.  Then  Gotti  was  able  to 
drum  up  rank-and-file  support  for 
killing  him. 

The  captains'  businesses — gam- 
bling, loan- sharking,  narcotics  distri- 
bution and  the  like — are  mainly  ser- 
vice businesses  with  high  operating 
costs  and  low  operating  margins. 
They  are  businesses  that  cannot  easily 
be  capitalized  with  commercial  bank 
debt;  they  cannot  be  taken  public  at  a 
multiple  of  cash  flow.  Some  of  these 
criminal  revenues  are  reinvested  in 
maintaining  the  businesses — financ- 
ing loan  sharks,  for  example.  But  most 
go  to  supporting  the  thousands  of 
bookies,  numbers  runners  and  assort- 
ed hangers-on  who  keep  the  Mafia 
money  machine  humming. 

Gotti  and  the  other  mob  bosses 
have  their  expenses,  too.  Gotti  re- 
portedly pays  his  lawyers  a  minimum 


of  $300,000  a  year.  There  are  bills  for 
gambling  and  partying,  high-priced 
clothes,  jewelry  and  cars,  women  and 
booze,  tips  for  bartenders  and  wait- 
ers, luxury  hotel  suites  in  Las  Vegas, 
drugs.  Gotti  is  a  compulsive  and  rath- 
er irrational  gambler  who  has  often 
been  known  to  blow  $100,000  a 
weekend  betting  on  what  anyone  else 
would  consider  sure  losers.  Easy  take, 
easy  go. 

Vincent  Cafaro  was  asked  by  the 
Senate  Permanent  Subcommittee  on 
Investigations  what  happened  to  all 
the  money  he'd  taken  in  as  a  Geno- 
vese  family  soldier.  "I  spent  it,"  Ca- 
faro cheerfiiUy  replied.  "Just  gave  it 
away.  As  I  was  making  it  I  was  spend- 
ing it.  ...  If  I  had  it  to  spend,  I'd 
spend  $3  million." 

Even  when  there  is  some  extra 
money  lying  around,  it  can't  be  in- 


Capo  Codder? 
Luchese  family 
boss  Vittorio 
Amuse,  captured 
this  summer  after 
a  year  in  hiding 
and  now  in  jail, 
lived  in  this  How- 
ard Beach  house. 


vested  in  big  houses  or  luxury  yachts. 
A  Mafia  boss  must  adjust  his  hfestyle 
to  the  visible  source  of  his  income — 
the  trucking  or  garbage,  vending  ma- 
chine or  linen  supply  business  he  pays 
taxes  on  to  keep  the  Internal  Revenue 
Service  at  bay. 

Some  mob  money  undoubtedly  is 
laundered  through  numbered  ac- 
counts in  the  Bahamas,  the  Caymans 
or  Switzerland.  But  not  much.  "The 
five  families  live  in  New  York,"  says 
one  investigator.  "So  they  reinvest 
the  money  in  the  local  communit)'  for 
their  own  purposes." 

Or  simply  bur}'  it.  A  former  book- 
maker recalls  borrowing  5150,000 
from  Genovese  boss  Anthom'  Saler- 
no, and  receiving  a  shopping  bag  fiiU 
of  cash  wrapped  up  in  newspapers  30 
years  old.  One  retired  FBI  agent  still 
remembers  how  the  bail  money  one 
Mafioso  posted  smclled  must\'  from 
long-term  burial. 

But  then,  Gotti  and  his  ilk  don't 
keep  score  with  money.  WTiat  Mafia 
chieftains  really  want  is  power  and 
control — the  power  to  tell  which 
companies  what  to  buy  from  which 
suppliers;  the  power  to  take  workers 
out  on  strike;  the  power  to  tell  politi- 
cians how  to  vote.  ''Men  of  my  tradi- 
tion," wrote  Mafia  don  Joseph  Bon- 
anno  in  A  Man  of  Honor,  "have  al- 
ways considered  wealth  a  by  product 
of  power." 

In  the  currenc>'  he  values,  Gotti  is 
indeed  a  rich  man:  Many  fear  him.  But 
in  terms  of  money  and  tangible  as- 
sets— let  alone  morality — he  is  a  pik- 
er, and  worse.  ^ 


126 


Forbes  400  ■  eX-tobcr21,  1991 


A  MESSAGE  FROM  THE  PRESIDENT 
OF  THE  REPUBLIC  OF  CHINA  ON  TAIWAN 


Democracy  In 
The  Republic  Of  China 


n  recent  years,  the  government  of  the  RepubHc  of  China  has  tried  to  accel- 
erate the  process  of  democratization.  Now,  as  a  result  of  these  efforts,  a 
full-fledged  democracy  is  within  reach. 

A  number  of  factors  may  have  contributed  to  this  "political 
miracle."  One  is  the  dedication  of  the  ROC's  leaders  to  the  goal  of  democracy  As  a  mat- 
ter of  fact,  ever  since  the  founding  of  the  Republic  80  years  ago,  democracy  has  been  a 
national  goal,  as  can  be  seen  in  the  writings  of  the  ROC's  founding  father,  Dr  Sun  Yat- 
sen,  and  his  successor,  the  late  President  Chiang  Kai-shek.  After  moving  to  Taiwan 
in  1949,  the  government  decided  to  realize  this  goal  by  stressing  democratic  norms 
through  education,  and  by  instituting  a  system  of  local  self-rule.  Both  proved  to  be  very 
successful,  and  led  to  the  subsequent  democratic  transformation. 

In  Taiwan,  every  student  knows  something  about  democracy  from  school- 
ing. From  the  elementary  school  level  on  up,  the  students  are  imbued  with  democratic 
ideas  and  democratic  norms  through  civics  courses.  They  also  have  oip)rtunities  to 
participate  in  school  elections  to  choose  their  leaders.  These  experiences  undoubtedly 
affect  their  views  later  on  the  merits  and  shortcomings  of  various  forms  of  government. 
Local  self-rule  has  played  an  important  role  in  facilitating  democratization 
in  Taiwan  as  well.  Elections  for  city  mayors  and  county  magistrates,  members  of  city 
and  county  councils,  and  members  of  the  provincial  assembly  have  been  held  regularly 
in  the  past  40  years  or  so,  and  are  quite  competitive.  Elections  for  supplementary  and 
additional  members  of  the  national  legislature  have  also  been  held  since  1969.  One 
thing  particularly  worth  mentioning  is  that  at  the  end  of  1991,  the  Second  National 
Assembly  shall  be  elected  with  renewed  mandate  to  work  on  the  revision  of  our  Consti- 
tution, so  that  the  process  of  democratization  in  the  Republic  of  China  would  be  given 
full  legal  basis  and  expedited.  In  fact,  by  the  turn  of  1992-1993,  all  three  central  parlia- 
mentary bodies  of  the  country  would  have  been  re-elected,  reflecting  in  full  the  true 
spirit  of  modern  democracy 

In  addition  to  the  efforts  of  the  national  leaders,  there  are  other  factors 
which  may  have  contributed  to  the  process  of  democratization  in  Taiwan.  For  instance, 
rapid  economic  development  in  the  past  four  decades  has  created  a  large  middle 
class  and  a  pluralistic  social  order  which  may  have  been  important  factors  facilitating 
liberalization  and  democratization  throughout  the  country  Moreover,  in  the  process 
of  economic  development,  the  ROC,  unlike  many  other  developing  countries,  has 
achieved  a  high  degree  of  economic  equality  Political  stability  in  Taiwan  can,  to  a 
large  extent,  be  accounted  for  by  this  fact.  Thus,  it  is  not  surprising  that  democratic 
transformation  in  Taiwan  has  been  quite  orderly  and  peaceful. 

The  Republic  of  China  has  undergone  drastic  and  positive  changes  in  the 
past  few  years.  This  is  the  result  of  the  efforts  of  both  the  government  and  its  people. 
We  are  also  thankful  to  our  foreign  friends  for  their  support  and  assistance,  and  would 
like  to  share  our  experience  and  achievements  with  those  countries  striving  for  pros- 
perity and  democracy 

/  Lee  Teng-hui 

President  of  The  Republic  of  China 
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he  government  of  the 
RepubhcofChinaon 
Taiwan  has  earmarked 
more  than  $315  bilhon 
for  a  six-year  plan  designed  to 
develop  infrastructure,  raise  the 
standard  of  living  and  improve 
transportation,  communications 
and  electric  power  resources. 
This  blaze  of  activity  marks 
Taiwan's  80th  anniversary  There  is 
much  to  celebrate:  the  principles  of 
founding  father  Dr.  Sun  Yat-sen  and 
the  efforts  of  21  million  hardworking 
people  have  created  an  economic 
miracle  on  an  island  nation  the  size 
of  Connecticut. 


Eighty 

Years 

Of 

Progress 


The  top  Taiwanese  leaders,  who 
warmly  remember  American  support 
for  Taiwan,  are  complemented  by  a 
younger  generation  of  highly  edu- 

IN  THIS  SPECIAL  REPORTI 


cated  and  increasingly  powerful 
directors  who  oversee  various  ele- 
ments of  the  six-year  plan.  Most  have 
degrees  from  universities  in  the  U.S., 
and  all  strongly  encourage  .American 
bidding  on  the  enormous  range  of 
projects. 

As  these  projects  are  carried  out. 
Taiwan's  economy  which  already  has 
the  worlds  largest  per  capita  foreign 
reser\'es  ($72  billion),  will  blossom  in 
many  new  directions.  Taiwan  can  act 
as  a  springboard  for  American  com- 
panies to  successfully  compete  with 
Japan  on  a  number  of  fmnts  in  the 
most  dynamic  growth  area  in  the 
world:  the  Pacific. 


Getting  Started  in  Taiwan  •  Highlights  of  the  Six-Year  Plan 

T\A/o  Key  Publications  •  The  Science-Based  Industrial  Park 

The  Petroleum  Industry  •  Transfer  of  Technology 


The  Republic  of  China's  80th  Year 


J«d»  orntmtni  Hsuan  Teh  Plate 

Chow  Dynasty  (1 122  BC.-221  BCf  Umg  Dynasty  (I36B  AD  -  »6*«r 


Bronze  com 
Ching  Dynasty  (I844-191 1} 


Calligraphic  stroke  style 

typical  ol  the  Oracle  Bone  carvings 

Shang  Dynasty  ( 1 766- lilt  BC) 


When  most  people  think  of  Taiwan  the  first  thing  that 
usually  comes  to  mind  is  the  omnipresent  "Made 
in  Taiwan"  label.  Today,  Taiwan  is  also  gaining 
world  renown  as  a  hi-tech  business  and  manufac- 
turing center.  Or  as  some  call  it,  "Asia's  Silicon 
Island." 

But  as  visitors  to  Taiwan  discover,  there  is  much 
more  to  the  prosperous  island  than  world  class  trade 
and  income  statistics. 

Now  in  its  80th  year,  the  Republic  of  China,  whose 
seat  of  government  is  temporarily  located  in  China's 
island  province  of  Taiwan,  represents  the  finest  hour 
in  China's  long  cultural  heritage.  The  republican  era 
has  brought  not  only  unprecedented  prosperity, 
freedom  and  democracy  to  a  fortunate  portion  of 


the  Chinese  people,  but  also  cultural  renaissance, 
backed  by  the  wisdom  and  glory  of  more  than  5,000 
years  of  continuous  cultural  heritage,  the  best  of 
which  IS  stiti  uniquely  preserved  and  nurtured  on 
Taiwan. 

Whether  you  visit  the  National  Palace  Museum, 
which  houses  the  world's  finest  collection  of 
priceless  Chinese  antiquities,  or  sample  world 
renown  cuisine  from  all  parts  of  China,  you  will 
discover  the  magnificence  of  China's  past,  uniquely 
blended  with  the  modern  comforts  of  today's 
Taiwan. 

The  Republic  of  China's  80th  Year.  Celebrating  the 
finest  hour  of  China's  glonous,  5,000-year  cultural 
heritage. 


TAIWAN 
REPUBLIC  OF  CHINA 
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GETTING 
STARTED  IN 
TAIWAN 

An  excellent  contact  point  for  com- 
panies seeking  to  do  business  in 
Taiwan  for  the  first  time  is  the  China 
External  Trade  Development  Coun- 
cil (CETRA).  CETRA  is  located  in 
the  new,  ultra-modern  "four-in-one" 
complex  of  the  Taipei  World  Trade 


Center.  CETRA  also  operates  30 
branch  offices  worldwide,  with  three 
in  the  U.S.  -  Chicago,  New  York  and 
San  Francisco  —  set  up  to  provide 
free,  detailed  information  about 
doing  business  in  Taiwan. 

Tom  Lin,  CETRA  exhibition  direc- 
tor, says  newcomers  can  rent  a  440- 
square-foot  office  in  the  complex  for 
approximately  $1,000  per  month  on  a 
one-year  contract,  after  placing 
themselves  on  the  waiting  list. 

"This  is  centralized  one-stop 
shopping,  both  for  the  exhibitor  and 


HIGHLIGHTS 
OF  THE  SIX-YEAR  PLAN 


High-Speed  Rail  Project 

A  new  bullet"  tram,  running  along  twin  tracks  the  220  miles  from  Taipei  to  Kaoh- 
siung,  IS  planned  at  a  cost  of  $13.6  billion.  The  system  is  designed  to  carry  200  000 
people  at  a  speed  of  186  miles  per  hour.  y -^uu.uuu 

• 

Integrated  Freeway  Network 

Over  the  next  20  years,  620  miles  of  new  freeways  will  be  built  in  Taiwan  Traffic 
congestion  on  Taiwan's  existing  highway  network  has  demanded  the  swift  implementa- 
tion of  an  overall  scheme,  similar  to  the  Interstate  Highway  System  in  the  U.S. 

• 

The  Taipei  Rapid  Transit  System 

More  than  $5  billion  will  be  spent  over  the  next  two  to  three  years  on  the  Taipei 
Hapid  Transit  System  (TRTS),  a  top  priority  subway  system  designed  to  relieve  the 
capital  citys  traffic  problem. 

Nearly  55  miles  of  18-foot  diameter  tunnels  in  four  main  lines  are  expected  to  be 
completed  in  1997,  and  construction  of  an  additional  56  miles  of  rail  tunnel  is  expected 
to  last  into  the  next  century. 

Power  Station  Developments 

Eight  separate  thermal  power  projects  located  around  the  island  will  be  carried  out 
to  meet  Taiwan's  growing  electricity  demand.  Most  of  the  generators  and  turbines  are 
expected  to  come  from  the  U.S.  A  plan  for  Taiwan's  fourth  nuclear  power  plant  is  also 
m  the  works.  ^'       ^' 

Pollution  Control 

A  countrywide  series  of  pollution  control  projects  are  being  implemented  through 
aiwan  s  Environmental  Protection  Administration.  These  include:  municipal  incinera- 
tor proiects,  industrial  waste  disposal  centers  (scheduled  to  be  built  in  three  locations 
over  the  next  three  years)  and  sewage  system  projects  in  Taipei  and  Kaohsiung 
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the  visitor,"  Lin  says.  Rental  spaces 
are  also  available  in  the  Interna- 
tional Trade  Building,  the  tallest 
in  the  complex,  for  about  $18  per 
square  foot  per  month.  Tenants  have 
automatic  membership  in  the  luxu- 
rious World  Trade  Center  Club. 
Located  on  the  top  two  floors,  the 
Club  offers  facilities  for  relaxing  and 
dining  along  with  a  business  center 
The  adjacent  Taipei  International 
Convention  Center  houses  two 
brand-new  exhibition  halls  designed 
to  accommodate  at  least  l.OlK) 
people.  There's  also  a  banquet  hall 
and  a  huge,  theater-like  3.100-seat 
hall,  as  well  as  equipment  for  simul- 
taneous translation,  fwd  and  bever- 
age facilities  and  a  venue  for  almost 
any  sort  of  meeting. 

Built  onto  this  manolous  com- 
plex is  the  Grand  Hyatt  Hotel  in 
Taipei.  According  to  General  Man- 
ager Edward  Tai,  the  Grand  Hyatt 
is  well-suited  to  Western  travelers, 
with  largo  rooms  and  beds,  top  qual- 
ity Western  fwd  and  a  convenient 
location  in  the  same  complex  as  the 
World  Trade  Center 

CONTINUED  ON  PAGE  6 
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:  ement  of  fact:  adding  four  world 
c  pfTTTiier  center  for  conducting 
-ide  Center. 

;  A  vomprehensive  exhibitioa  facilitN. 
..-rmtional  office  but!:  ng  and  a  super 


Taipei  Iniei 
Conventiofi 


VTC  Exhibition  iiall  contains  163.000  M^uaie  meters  of  floor  space, 
a  gnnd  exhibition  sbowground  for  Taipei  International  Trade  Shows 
I  petnunent  product  div"' j-     tt  the  Export  Man  and  Import  Mart.   With  the 
advanced  meeting  faviuue^  in  Asia,  the  Taipei  IniematHMial  Convention 

featur .        .  i ve  multi-pwpose  laeetifis  rooms  and  a  ij^  seat  main  hall. 
Inienulior,.:  '    Building,  a  modem  34-sto(ey  office  building,  houses 

-leiaied  cor  .      ^^  jj.j  agents.  The  Club  on  the  lop  two  floors  is  an 
:    '     social  esuMishmenl  for  the  inlematioftal  bosaness  community.   Tlie 
-ruotn  Grand  Hyatt  Taipei  offers  a  weadtfa  of  luxurious  facilities.  uii|»ral- 
^led  services,  advanced  technology  and  value  for  nwney. 

lietber  it  be  basinrss  meetii^s,  coofercnces.  trade  shows,  entertainment  or 
ure  relaxation,  the  staff  and  facilities  at  die  Taipei  World  Trade  Center  ensure 
fiat  you  get  the  most  out  of  your  visit  to  Taiwan. 


Imemationa' 
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MIPCI  H/ORLD 
TR/1DE  CEiMTER 


■'or  further  iiiforination  please  contact: 

rWTC  Exhibmon  Hall  T  ":5-im.  F 

[jODd  H> an  Taipei  TEL; V,:  ':  r^J   FAX;iL:,".„ 

HCC  TEL:(02>723-2535.  FAX  1590 

TEL:(02)723-2939.  FA.\  v« 
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'aiwan's  multi-billion  dollar  n^orKl 
development   plan  now  underway, 
we,  a  leading  «roauce^«|  quality  cement^ 
lave  a  more  signMcant  rolefto  play  than  befoi^ 

CemenBis  in  gre»  demand. 

And  thanj^s  to  crar  37  yeaiTof  experience  and 

innovativefeechnolQg^jSiegmrned   out  more  than 

5b  million  rfttric  tonslpf  "Buality  Brand"  cement  Inc 

Related  procMcts  in  19hO  aMne  to  meet  all  kinds  M 

constructMn    need,lbotlBat  home  Bnd  abroad^ 

iXJuality  OTP^trucrions  caft"¥or  quaHty  cement 

Lird  We  are  the  producer  you  can  always  coist 

For  more  information,  write 


TAIWAN  CEMENT-OOR^RATION 

16-5  Tehwei  Street  Taipei  104,  Taiwan,  Republic  of  Ctiina 

Coble  :  CEMTWAN     Tel :  (02)586-51 01     Telex  :  22352  CEMTWAN 

fiox:  8862-586-2337     Boord  Chairman  :  C.F.Koo 


A  LASTING  CONUVIITMEN 


Energy,  Environment.  Efficiency.  Al!  are  known  to  hove 
constituted  ttre  essentiol  part  of  our  corporate  policy.  For 
generations,  we  atCPC-are  firmly  committed  to  tlie  thtree  Es, 
cioing  our  part  to  help  make  Taiwan's  dynamic  economy  grow 
and  keep  the  country  pollution -free  and  beautiful. 
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CHINESE  PETROLEUM  CORP. 


CAD  OFFICE 

13  CHUNG  HWA  R' 
FL  (02)361  022'' 


^D.  SEC  1.  lAIPEI,  TAIWAN    10031.  f?0  C. 
■AX:331-<?645     TELEX   TP  11215     CABLE   CHINOL  TAIPEI 
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TWO  KEY 
PUBLICATIONS 


The  leading  business  publication 
in  Taiwan  is  called  Excellence  maga- 
zine, which  reprints  articles  from 
Forbes  magazine  translated  into  Chi- 
nese. With  a  circulation  of  nearly 
45,000,  Excellence  won  Taiwan's 
Golden  Tripod  award  last  year  as  the 
best  magazine  in  the  business 
category. 

According  to  Publisher  Chris  Lin, 
Excellence  also  provides  a  computer 
database  called  the  "Excellence  Busi- 
ness Data  System."  A  team  of  20 
people  collpcts  business-related 
newspaper  and  magazine  articles  for 
the  database.  The  system  uses  Library 
of  Congress  classification,  making  it 
easy  for  members  to  find  information 
on  any  subject.  "A  lot  of  management 
consultant  companies,  law  firms  and 
advertising  companies  use  us."  says 
Lin.  Membership  costs  about  $1,500 
per  year,  and  American  users  can  re- 
ceive information  by  fax  the  same  day. 

A  new  international  Chinese  lan- 
guage business  magazine  called 
Forbes  Zibenjia  ("Capitalist  Tool")  has 
been  launched  by  Hong  Kong  pub- 
lishing tycoon  Albert  Chang.  Chang 
obtained  a  license  from  Forbes  to 
publish  translated  articles  in  this  new 
magazine,  which  is  aimed  at  Chinese- 
speaking  international  businessmen. 

Excellence  magazine  provides 
Forbes  Zibenjia  with  business  stories 
and  helps  with  circulation,  subscrip- 
tion sales  and  marketing  in  Taiwan. 
Chang  says  most  readers  of  Forbes 
Zibenjia  will  be  Chinese  capitalists  in 
Singapore,  Malaysia,  Hong  Kong  and 
Taiwan. 

"The  quicker  information  flows,  the 
faster  a  society  will  develop."  says 
Chang.  "The  reason  Chinese-speak- 
ing business  leaders  are  so  success- 
ful is  because  they  have  adopted  an 
international  approach.  Fortes  Ziben- 
jia's  approach  will  not  only  report  the 
latest  financial  news  and  develop- 
ments, but  also  provide  an  important 
communication  channel  for  all  Chi- 
nese societies  worldwide" 
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CONTINUED  FROM  PAGE  3 

A  valuable  feature  of  the  four-in- 
one  complex  is  the  Taiwan  Export 
Products  Display  Center  Potential 
buyers  can  stroll  through  the  neatly 
organized  displays  of  every  sort  of 
product  imaginable,  from  computers 
to  mountain  bikes,  and  drop  a  card 
in  a  slot  to  have  free  information 
sent  to  them. 

Another  valuable  starting  point 
for  companies  pursuing  new  busi- 
ness opportunities  is  the  American 
Institute  in  Taiwan,  an  organization 
that  provides  American  companies 
with  detailed  information  about 
what's  happening  in  Taiwan. 

The  Institute's  "Summary  of 
Major  Projects"  in  the  six-year  plan 
gives  valuable  contact  names  and 
addresses  and  provides  a  detailed 
analysis  of  the  scope  and  nature  of 
each  project. 


THE 

SCIENCE- 
BASED 
I      INDUSTRIAL 
PARK 

An  hour's  drive  south  of  Taipei  lies 
the  "Silicon  Valley"  of  Taiwan,  called 
the  Hsinchu  Science-Based  Indus- 
trial Park.  Surrounded  by  two  uni- 
versities and  two  research  institutes, 
the  park  was  set  up  by  the  ROC 
government  in  1980  to  foster  high- 
tech  industries. 

"Last  year,  Taiwan  made  15%  of 
the  world's  personal  computers,  and 
half  of  them  came  from  the  park," 
says  Director  General  Dr.  Steve 
Hsieh.  'The  best  way  to  beat  Japan 
Incorporated  is  to  team  up  with  us," 
he  adds.  Dr.  Hsieh  seeks  American 
high-tech  companies  to  locate  in  the 
park  and  work  with  local  engineers, 
especially  in  research  and  develop- 
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ment,  for  the  production  of  computer 
components  such  as  integrated 
circuit  chips  and  D-RAMs. 

The  industrial  park's  administra- 
tion provides  research  and  develop- 
ment grants  of  $74,000  for  accepted 
proposals  with  an  "innovative  pur- 
pose." The  administration  also 


matches  funds  on  a  50/50  basis  for 
product  development  where  spend- 
ing is  greater  than  $370,000. 

"We  want  research  and  develop- 
ment, and  we  encourage  it.  Protec- 
tion of  intellectual  property  rights  is 
an  important  and  major  concern  of 
our  science  and  technology  policy," 


HIGH-TECH  INVESTMENTS  GROW  FAST 
AT  SCIENCE  PARK,  TAIWAN. 


Since  its  inception  in  1980,  Taiwan  s  Science  Park  has 
grown  into  Asia's  most  dynamic  center  for  high-tech  in- 
dustries. Leading  names  such  as  AT&T,  Philips,  and  Acer 
are  reaping  the  benefits  of  this  unique  environment  To- 
day there  are  1 31  companies  engaged  in  advanced  work 
on  Computers  &  Peripherals,  Integrated  Circuits,  Telecom- 
munications. Opto-electronics,  etc.  By  1996,  it  will  be  a 
world  class  "Science  City". 

Taiwan's  Science  Park.  The  place  v^^ere  your  company 
and  profits  will  grow 


THE  SClErCE  PARK  .'.  HERE  IDEAS  BLOSSOM 
2    Hsin  Ann  Road.  H^nchu.  Taiwan,  ROC       l 
Investment  Servce  '^ .  .son 
^y        Tel     886  357733-        Fax     886  35-776222 
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Taipei  City 


says  Dr.  Hsieh. 

The  park,  which  grew  by  15%  last 
year,  is  the  home  of  130  overseas 
companies,  including  AT&T,  IBM, 


AST  Research,  MSE  Technolog\; 
Texas  Instruments  and  many  others. 
"Our  strength  is  our  abundant  supply 
of  engineers,"  comments  Dr.  Hsieh. 


Christopher  Forbes  (center)  and  Caspar  Weinberger  (left)  paid  a  courtesy  call 
on  Chris  J.F.  Lin  (right),  Publisher  of  Excellence  Business  Monthly  April,  1990. 

How  to  Profit  in  Taiwan 
with  the  EXC  Group 

tXOIIence,  the  leading  business  magazine  in  Taiwan, 

provides  in-depth  market  trends  analysis, 

an  overall  picture  on  economic  and  industry,  conditions, 

and  up  to-dale  financial  market  reviews. 

hXCalibur,  a  leading  managemoni  consulting  company, 

provides  Public  Relations,  Management  Consulting, 

Recuitment,  Training,  and  Corporate  Identity  System  services. 

If  you  already  do  business  in  Taiwan,  or  preparing  to  do  so, 

the  EXC  Ciioup  is  the  right  choue  tor 

profitable  business  partnership. 

EXCELLENCE  MAGAZINE  &  EXCALIBUR  CONSULTANCY 

IIF,  No  146,  Sung  Chiang  Rd  .   Tjipoi.   T.iiWiin.  ROC 
lel:(0?)S6b  ?480  Tlx  10196  Excalibr  Fax: (02)563  6357 


THE 

PETROLEUM 

INDUSTRY 

The  value  of  Taiwan's  petrochemical 
industry  is  about  $44  billion  per 
year,  representing  one-third  of  Tai- 
wan's total  manufacturing  output. 

Taiwan's  state-o\\Tied  oil  company, 
Chinese  Petroleum  Corp.,  is  building 
Taiwan's  fifth  naphtha  cracking 
plant.  Its  construction  has  been 
contracted  to  the  .'\merican  firm 
M.  W  Kellogg  Co.  at  an  estimated 
cost  of  $385  million.  The  plant,  which 
\dll  produce  ethylene  and  other 
base  components  that  are  used  for 
making  many  t\-pes  of  resins  and 
plastics,  will  be  located  near  the 
southern  port  city  of  Kaohsiung. 

Other  projects  include  an  e.xpan- 
sion  of  CPC's  hquefied  natural  gas 
(LNG)  recei\1ng  station  in  southern 
Taiwan,  at  an  estimated  cost  of  $704 
million,  which  will  be  completed  in 
late  1994. 

A  feasibility  study  for  a  northern 
LNG  terminal  has  been  carried  out 
for  a  location  in  the  Tao  Yuan  area 
near  an  existing  refinery 


TRANSFER 

OF 

TECHNOLOGY 

Nearly  all  of  Taiwan^  senior  man- 
agers involved  with  the  six-year  plan 
stress  the  importance  of  .American 
participation  in  all  aspects  of  Tai- 
wan^ development:  engineering, 
construction,  high-tech  develop- 
ment, trade  and,  most  importantly 
friendship  at  all  levels. 

They  \mn{  out  that  the  reason  the 
Japanese  are  so  successful  is 
because  they  communicate  with 
people  in  the  field,  at  all  levels,  and 
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work  the  market  from  the  bottom 
up.  Taiwan's  leaders  call  upon  Amer- 
ican companies  to  do  the  same. 

According  to  K.S.  Sheu,  director 
general  of  Taiwan's  Board  of  Foreign 
Trade,  the  Taiwan  market  is  open  to 
98%  of  all  imports.  "Liberalization  is 
my  government's  firm  policy,  and  we 
shall  not  change  our  course,"  he  says. 

Sheu  says  that  in  order  to  reduce 
statistics  like  last  year's  unaccepta- 
ble $7.6  billion  trade  deficit  with 
Japan,  Taiwan  is  placing  a  high 
priority  on  increasing  exports  to 
Japan  and  persuading  importers  to 
find  suppliers  in  the  U.S.  and 
Europe.  Total  imports  to  Taiwan 
reached  $54.7  billion  last  year,  and 
Sheu  estimates  imports  will  reach 
$95  billion  by  1996  as  a  result  of  the 
six-year  plan. 

The  Executive  Secretary  of  the 
Public  Construction  Board,  longtime 
engineer  Arthur  Y.  Chen,  expresses 
his  hope  that  per  capita  income  in 
Taiwan  will  increase  from  the  cur- 
rent $8,000  per  year  to  $14,000  per 
year  at  the  end  of  the  six-year  plan. 

Dr.  Shih-Chen  Yang,  director  of 
the  Industrial  Development  Bureau, 
adds  that  Taiwan  is  an  ideal  regional 
base  for  operations  in  Southeast 
Asia:  "Here,  it's  easier  to  find  capital 
and  make  joint  ventures.  You  can  be 
sure  of  government  support,  techni- 
cal manpower  and  a  good  general 
technology  level." 

As  the  Republic  of  China  on  Tai- 
wan celebrates  its  80th  anniversary 
this  year  with  more  prosperity  and  a 
brighter  future  than  ever  before,  the 
people  look  across  the  Pacific  to 
their  innovative  and  historic  Ameri- 
can allies  to  help  build  a  modern, 
free  and  high-tech  economic  power 
house. 


Author  Stuart  Becker 

is  based  in  Hong  Kong. 

He  specializes  in  the  Pacific  region 

and  the  construction  industry. 
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Taiwan-  Plant 
A  Seed  And 
Reap  The  Future. 


The  Republic  of  China  on  Taiwan  has  followed  the  path 
of  free  economy  and  achieved  legendary  success  in  its  national 
developmeni.  This  year,  the  government,  continuing  its  pro- 
business  altitude  in  the  early  I950's,  launches  the  six-year  Na- 
tional Development  Plan.  Three-hundred  and  four  billion  U.S. 
dollars  will  be  spent  on  upgrading  the  nation's  infrastructure 
in  an  ambitious  attempt  of  raising  Taiwan  to  the  status  of  a 
modernized  industrial  state. 

Society  has  not  been  left  behind  in  Taiwan's  economic 
transformation.  The  liberal  economic  policy  and  the  traditional 
Chinese  emphasis  on  education  have  given  a  solid  ground  for 
the  processing  of  democratization  of  the  Republic  of  China. 
Unceasing  efforts  in  the  past  years  have  made  Taiwan  one  of 
Asia's  most  favorable  places  for  investment.  Each  year, 
Taiwan  turns  out  over  35,000  engineers  and  awards  about 
40.000  degrees  in  the  hard  sciences.  Many  of  them  have  had 
years  of  overseas  advanced  training  and  working  experience 
ai  the  highest  levels  of  research  with  major  international  firms. 

Nature  has  also  cooperated  in  Taiwan's  transformation. 
Situated  at  the  center  of  the  world's  most  fast  growing  region, 
Taiwan  enjoys  easy  access  to  all  of  Asia's  markets.  Our  ex- 
perience in  Asia  offers  exciting  opportunities  for  joint  regional 
invcstmcni.  Not  only  can  we  support  sophisticated  high-tech 
development,  but  our  strong  local  economy  also  presents  both 
market  and  service  oriented  investment  opportunities.  The 
Republic  of  China  offers  your  investments  the  stability, 
sophistication,  and  c-onfidence  of  a  free  society.  Taiwan,  the 
best  place  for  your  investment  in  Asia. 
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Extraordinary  Opportunities  Require  Extraordinary  Tools 


This  is  afengshui  (StK)  compass.  It's  a  tool  that's 
used  to  place  your  home  or  office  in  the  perfect 
position  to  prosper.  Sound  ridiculous?  Maybe  so. 
But  consider  this:  the  countries  where  this  compass 
is  used  extensively — Hong  Kong,  Taiwan  and 
Singapore — are  among  the  most  prosperous 
countries  in  the  world  today. 

Forbes  Ziheniia — the  new  Chinese  Forbes 
business  magazine — is  a  similar  tool.  It  will  put 
your  products  or  services  in  the  perfect  position  to 
prosper:  right  in  front  of  tens  of  thousands  of  the 
wealthiest  Chinese-speaking  people  in  the  Pacific 
Rim. 

It  will  be  the  first  magazine  in  history  to  be 
printed  in  two  types  of  Chinese  characters — the 
simplified  characters  used  in  the  People's  Republic 
of  China,  Singapore  and  Malaysia;  and  the 
traditional  characters  used  in  Taiwan,  Hong  Kong 
and  among  the  overseas  Chinese.  It  will  also  be 
the  first  Chinese  business  magazine  with  incisive 
local  journalism  combined  with  the  proven  Forbes 
"No  guts,  no  story"  philosophy. 


TKAIH  1      '.  \.  I  HARACITR  VERSION 


ForHTeS 


The  inaugural  issue  of  Forbes  Zihenjia  has  already 
been  sent  out  to  over  50,000  of  the  most  influential 
Chinese  businessmen  in  the  Pacific  Rim.  And 
they've  indicated  they  want  to  see  more  of  the 
same.  So  the  launch  issue,  planned  for  October, 
will  be  the  biggest  Chinese-language  media  launch 
ever  in  the  region,  with  over  100,000  copies  being 
distributed. 

Today,  the  Chinese-speaking  capitalists  of  the 
Pacific  Rim  are  the  world's  biggest  market  for 
products,  services  and  major  projects.  They 
constitute  the  decade's  most  extraordinary 
opportunity. 

Don't  miss  out.  Use  the  only  extraordinary  tool 
which  can  position  you  to  take  advantage  of  this 
opportunity — 


/    I   B  r    N    J   I    A 


SIMPUREDOHARACTER  VERSION 


CMiinosc  l^apitaiiM  Tool 

Kw  hill  Jrtails,  niKs  and  viata.  plrar 
omiacc  Stephen  O.  NkiJI.  tl  Fifth  .^vmuc, 
NcwYixi.N  Y.  RXMI 
Tel:  i:i:)  620  2228    F«:  1212)620-2417 


In  the  1980s  a  rare  confluence  of  trends  produced 
national  prosperity  and  a  large  number  of  personal 
fortunes.  If  history  repeats,  both  may  level  off. 

The  pendulum 
swings  back 


By  Kevin  Phillips 

Kevin  Phillips'  strong  suit  is  not 
economics  but  politics.  A  strategist 
for  Richard  Nixon  in  the  1968 
presidential  campaign,  Phillips  is 
now  a  neo-populist  and  the  author 
of  the  bestselling  Politics  of  Rich 
and  Poor  (Harper-Perennial, 
$9.95).  He  argues  that  the  Reagan 
years  were  a  period  when  the  rich 
got  richer  and  Joe  and  Jane  Public 
went  threadbare.  Now,  he  writes, 
the  average  American  has  caught 
on  to  the  racket  and  the 
Nineties  are  going  to  be 
bad  for  the  rich.  Phillips 
thinks  the  Democrats  can 
retium  to  the  White  House 
if  they  can  harness  the  re 
sentment  toward  wealth  that 
Phillips  believes  is  at  large  in 
the  land. 

A  passionate  critic  of  the  supply- 
side  school,  Phillips  glosses  over 
the  fact  that  the  periods  he  consid- 
ers times  of  excess — the  late  1800s, 
the  1920s  and  the  1980s— were  pe- 
riods of  growth  that  greatly  en- 
hanced U.S.  living  standards.  But 
despite  the  weakness  of  his  eco- 
nomic arguments,  Phillips  may 
have  a  point  when  he  argues  that 
envy  of  the  rich  and  well-to-do  is  a 
potent  political  force  if  harnessed. 
He  seems  to  speU  out  the  political/ 
economic  agenda  of  American  lib- 
erals for  the  rest  of  this  century.  If 
Phillips  is  correct  about  political 
trends  in  the  1990s,  it  is  bad  news 
for  the  U.S.  economy  because,  as 
George  Gilder  points  out  on  page 
38,  when  the  rich  get  poorer,  so 
does  everyone  else. 

Here  is  the  political/economic 
future  as  Phillips  sees  it. 


Tides  of  moneymaking  reverse.  Sixty 
years  ago  the  Great  Depression 
slashed  the  number  of  U.S.  million- 
aires by  half.  More  recently,  the  infla- 
tionary wave  of  the  late  1970s  that 
lifted  so  many  Texas  promoters, 
Oklahoma  oil  independents  and  Ida- 
ho potato  growers  to  millionaire  sta- 
tus was  followed  by  the  mid-1980s 
commodit)'   states    bloodbath.    The 


William  Jennings  Bryan 
Thrice  unable  to  win  the  presidency,  he 
nevertheless  helped  bring  about  many  lib- 
eral reforms,  not  least  of  them  the  pop- 
ular election  of  senators  and  the  income 
tax,  introduced  in  1913. 


early  1990s  devastation  of  real  estate, 
financial  ser\'ices  and  portions  of  high 
tech,  in  turn,  has  already  broken  or 
bankrupted  thousands  of  Reagan -era 
high  rollers  from  Maine  to  California 
and  may  have  further  to  go. 

The  big  question  for  the  1990s  is 
whether  we  will  see  a  normal  transi- 
tion to  a  slower  level  of  wealth  accu 
mulation,  or  a  once-evef\-50-vears 


megatrauma  of  imploding  assets,  or 
some  in-between  pattern  of  reshuf- 
fling and  minor  bloodletting  in  The 
Forbes  Four  Hundred. 

A  little  historical  context  is  in  order. 
The  1980s  was  the  latest  of  three  eras 
in  U.S.  history  when  the  ranks  of  the 
rich  expanded  at  record  rates  w  ith  the 
help  of  a  rare  convergence  of  fa\'or- 
able  circumstances.  These  included: 
conser\'ative  government,  little  regu- 
lation, fashionableness  of  business 
and  finance,  skepticism  toward  labor, 
tax  cuts,  plentiful  liquidit}'  and  easily 
available  credit. 

The  result  of  all  these  favorable 
trends  in  the  1980s  was  that  the  num- 
ber of  millionaires  increased  from 
about  600,000  to  roughly  1.5  mil- 
lion, the  ranks  of  decamillionaires  ex- 
panded from  less  than  40,000  to 
about  100,000,  and  the  list  of  billion- 
aires rose  from  13  to  71 . 

The  two  pre\'ious  cyclical  parallels 
to  this  successfijl  acquisitiveness  in  the 
1980s  were  the  Gilded  Age,  from  the 
1870s  to  the  mid- 1890s,  and  the 
Roaring  Twenties.  The  number  of 
millionaires  jumped  from 
less  than  1,000  in  1870  to 
just  over  4,000  in  1892,  ac- 
cording to  a  New  York  Tri- 
bune sur\'ev  at  the  time 
(Forbes,  Oct.  24,  1988),  and 
the  U.S.  got  its  first  centimil- 
lionaire,  William  Astor. 

The  Roaring  Twenties,  in 
turn,  saw  the  number  of  mil- 
lionaires roughly  treble,  to 
20,000,  while  the  U.S.  also  got  its  first 
billionaire:  Henry  Ford  or  John  D. 
Rockefeller  (record  keepers  are  not 
sure  who  got  there  first). 

But  the  pendulum  swings.  At  some 
risk  of  oversimplification,  what  brings 
these  heydays  of  wealth  to  a  close  is  a 
threefold  set  of  developments:  First,  it 
becomes  obvious  to  ordinar\'  i\meri- 
cans  that  wealth  is  surging  at  the  top, 
but  not  in  the  middle.  Second,  more 
and  more  citizens  perceive  wealth  as  a 
reward  for  abuse,  not  achievement,  as 
the  ranks  of  the  wealthy  are  inxadcd 
by  the  likes  of  Ivan  Boesky,  Michael 
Milken,  Leona  Helmslcy  and  Charles 
Keating.  Finally,  there  comes  the  dis- 
enchantment of  a  significant  econom- 
ic downturn  related  to  the  implosion 
of  the  debt-and-speculative  bubble 
pumped  up  during  the  go-go  period. 
When  all  three  pro\ocations  are  in 
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Franklin  Delano  Roosevelt 
A  product  of  the  ruling  elite,  he  capital- 
ized on  the  antibusiness  sentiment 
spawned  by  the  Depression  to  increase 
the  government's  role  in  the  economy. 


place,  public  perceptions,  politics  and 
economic  conditions  start  to  change 
in  ways  detrimental  to  the  sort  of 
rapid  wealth  accumulation  seen  in  the 
capitalist  boom  periods.  For  example, 
after  the  Gilded  Age  ended,  back 
around  the  turn  of  the  century,  the 
subsequent  populist-progressive  era 
brought  a  progressive  income  tax,  the 
advent  of  Teddy  Roosevelt  and  trust- 
busting,  some  resurgent  inflation, 
muckraking  journalism,  increasing 
economic  regulation,  the  beginning 
of  state  initiative-and-referendum 
mechanisms. 

The  subsequent  collapse  of  the 
1920s  speculative  bubble  into  the 
reformist  1930s  produced  a  gathering 
turn  toward  higher  taxes,  tougher 
regulation  and  progressive  politics 
that  blamed  business  and  finance  for 
previous  abuses.  By  1936  the  number 
of  millionaires  had  fallen  by  half 

Countertrend  periods  like  these,  by 
restoring  a  needed  balance  in  the 
political  economy,  constitute  a 
unique  strength  of  American  capital- 
ism. No  revolutions,  barricades  or 
overt  socialism  have  reared  their 
heads  here  because  reformism,  pro- 
gressivism  and  populism  have  been 
able  to  deal  with  economic  excess  at 
the  polls.  The  1990s  should  at  least 
partially  repeat  the  pattern. 

Indeed,  the  dynamics  are  already  in 
place  for  a  rc\crsal.  Informed  (and 
often  stunned)  by  the  ct)mpendia  o{' 
great  fortunes,  merger  fees  and  c  Fo 
compensation  packages  published  in 
this  maga/inc  M\d  elsewhere, 
squeezed  middle  class  Americans 
now  know  the  rich  i;ot  a  lot  richer. 


sometimes    through    abuses.    Salo- 
mon's John  Gutfreund  has  provided 
the  latest  headlines  in  this  disillusion- 
ment stage  of  wealth's  cultural  cy- 
cle. At  the  same  time,  sinking  real 
estate    values    spreading   out 
from    the    Northeast    are 
making  many  middle-  and 
upper-middle-class  families 
feel  insecure  about  their  fi- 
nancial flitures. 

Consider  some  of  the 
signs  of  a  new  populism 
spreading  through  the  country-.  Late 
1990  national  polls  by  Clark,  Martire 
&  Bartolomeo  found  55%  of  those 
sampled  saying  that  millionaires  had 
gotten  where  they  were  b\'  taking 
advantage  of  others;  one  respondent 
out  of  three  said  the  countr\'  would  be 
better  off  without  any  millionaires,  up 
from  one  out  of  four  a  decade  earlier. 
Back  in  December,  an  nbc  News/ 
Wall  Street  Journal  sampling  found 
84%  of  Americans,  including  fiilly 
80%  of  the  Republicans,  favoring  an 
income  surtax  on  millionaires.  Seven 
months  later,  another  nbc/wsj  poll 
found  81%  national  support  for  the 
Democrats'  Gore- Downey  proposal 
significantly  increasing  taxes  on  peo- 
ple making  over  5140,000,  while  re- 
ducing taxes  for  lower-  and  middle- 
income  families. 

A  recent  Roper  poll  suggested  that 
the  public  was  losing  faith  in  the  profit 
system  as  well  as  in  the  rich.  At  the 
beginning  of  the  1980s  the  best-in- 
formed tenth  of  the  public — so-called 
influential  Americans — had  given  ma- 
jority support  to  the  \iew  that  busi- 
ness profits  were  plowed  back  to  im- 
prove performance  and  efhcieno*', 
and  disagreed  that  most  profits  go  to 
make  rich  people  richer.  Rut  bv  1991 
a  52%  majorit)-  of  these  opinion  mold- 
ers  said  profits  mostly  go  to  make  the 
rich  richer. 

The  polls  just  cited  suggest  that 
Democrats  have  now  found  a  politi- 
cally salable  approach:  targeting  the 
richest  2%  or  3%  of  Americans.  This  is 
in  contrast  to  the  fumblings  of  New 
Jersey  Go\ernor  James  Hlorio,  whose 
increase  o\  state  income  tax  rates  in 
late  spring  1990  o\\  indixiduals  mak- 
ing tner  535,000  and  families  over 
570,000  ofVeiuied  too  many  middle 
class  citizens. 

On  the  state  level,  budget  crises 
have  forced  e\en  Republican  govcr- 
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\  le\m  Phillips 

ors  to  approve  higher  income 
IX  rates  for  persons  with  six- 
gurc  incomes,  a  fiscal  trend 
lat  is  liicely  to  spread  to  the 
rass  roots  in  the  early  1990s. 
On  the  federal  level,  it's 
arder  to  predict  how  far  the 

■  ew  populism  will  push  up 

jicome  tax  rates.  However, 
ist  October,  during  the  pre- 
lection budget  debate,  the  Demo- 

jrats  made  major  gains  by  blistering 
leorge  Bush  for  advocating  a  capital 

lains  rate  cut  while  opposing  their 

I  lillionaires'  surtax  proposal. 
The  current  situation,  wherein  the 
ch  aren't  taxed  more  heavily  than 

I  mch  of  the  middle  class,  is  both  the 

I  jepublicans'  Achilles'  heel  and  the  De- 

jiocrats'  proven  historic  opportunity. 

'  or  the  first  half  of  1991,  however,  key 
aders,  especially  House  Speaker 
homas  Foley  and  Ways  &  Means 

chairman  Dan  Rostenkowski,  side- 
epped  these  themes  and  images,  while 
le  party  delivered  only  mild  criticisms 
f  the  1990-91  recession  despite  the 
)untry's  worst-since-the- 1930s  crises 
I  commercial  real  estate,  bank  solven- 
/  and  state  and  local  finance. 
Many  Democratic  political  profes- 
onals  bemoaned  this  meekness  for 
s  cost  in  opportunity  and  credibility, 
lat  this  timidity  also  reflects  a  unique 
Dlitical  condition  of  1980s  and  early 
?90s  economic  policy.  In  contrast 
ith  previous  go-go  periods,  tax  and 
Lidget  policy  in  the  1980s  was  in 
)me  measure  the  product  of  con- 
ressional  Democrats  as  well  as  of 
cecutive   branch    Republicans.    Far 

I  cm  trying  to  indict  the  decade's 

)nservative  economics,  congression- 

Dcmocratic  leaders  like  Rosten- 

)wski  have  tried  to  protect  the 

I  ;als  and  policies  they  helped  work 

[at  from  1986  to  1990. 
Thus,    wealthy    Americans 
ill  profit  if  collaborative 

I  mgressional     Democrats 
iccecd   in   defusing  their 
,vn   party's    1991-92   in- 
;  ctment  of  the  GOP  on  tax, 
jdget  and  speculation 
>ucs.      Indeed,     coni- 
ned  with  the  benefit  to 
c  GOP  and  George  Hush 

the    Persian    Gulf  war 
/hich  helped  push  the  eco 
)mic  downturn  ofT  the  front 
iges  for  many  months),  lack  of  a 
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George  McGovern 

Spuming  his  brand  of  populism, 
voters  buried  his  presidential 
candidacy  in  1972. 


Democratic  populist  follow-through, 
a  cutting  edge  on  economics,  could 
all  but  eliminate  the  Democrats' 
chance  of  a  1992  presidential  victory. 
If  so,  the  Republican  White  House 
will  still  be  able  to  counter  antiwealth 
trends  at  the  federal  level. 

Still,  there  are  caveats.  The  Repub- 
licans' political  influence  starts  to  pe- 
ter out  below  the  federal  level.  The 
odds  are  that  at  the  state  level,  tax- 
ation of  wealth  is  going  to  grow,  via 
higher  income  taxes,  taxes  on  services 
and  such.  Washington  could  even 
start  debating  some  kind  of  federal - 
state  tax  tie-in,  so  as  to  reduce  the 
disparity  between  high-tax  states  like 
New  York  and  California  and  current 
tax-haven  states  (just  as  the  architects 
of  European  unification  recently  im- 
posed a  minimum  level  of  value-add- 
ed taxes  on  all  EC  members  to  prevent 
border  warfare  between  merchants). 

Economic  populist  issues  could 
also  play  a  significant  role  in  the  Dem- 


Presidential  hopeful 
kTom  Harkin 

Iowa's  blatantly  populist 
senator  hopes  that  what 
failed  for  McGovern  will 
work  for  him  in  1992. 


ocrats'  1992  presidential  campaign, 
now  that  Iowa  Senator  Tom  Harkin, 
Nebraska  Senator  Bob  Kerrey,  Arkan- 
sas Governor  Bill  Clinton  and  ex- 
California  Governor  Jerr\'  Brown 
have  tossed  their  hats  in  the  ring.  For 
now,  it's  mostly  rhetoric,  but  if  party 
leaders  start  believing  they  have  a 
1992  opportunity',  the  poll  results  laid 
out  several  paragraphs  back  could  be- 
gin to  resonate. 

Most  likely,  in  terms  of  probable 
political  pressures  on  wealth  for 
1992-96,  is  a  George  Bush  reelection 
that — like  the  1956  Eisenhower, 
1972  Nixon  and  1984  Reagan  re- 
elections — more  or  less  reaffirms  the 
status  quo  in  Congress.  But  if  Demo- 
crats roughly  maintain  their  current 
margins  in  the  U.S.  Senate  and  House 
in  1992  (and  presumably  again  in 
1994),  they'll  have  four  years  to  lay 
the  groundwork  for  retaking  the 
White  House  in  1996  around  issues 
like  relative  tax  burdens  and  fairness, 
national  health  insurance,  stepped-up 
economic  regulation  (environment, 
health,  corporate  governance,  finance 
etc.),  political  campaign  contribu- 
tions reform,  and  somewhat  more 
economic  nationalism. 

The  rich,  in  short,  should  not  rest 
easy.  Current  trends  and  historx'  sug- 
gest that  the  1990s  will  continue  to 
move  away  from  the  fiscal  and  laissez- 
faire  theolog)'  of  the  1980s,  as  the 
Teddy  Roose\'elt  era  turned  away 
from  the  Gilded  Age  and  the  New 
Deal  castigated  the  economic  permis- 
siveness of  the  1920s. 

The  wealth  holders  of  the  1990s 
will  probably  face  less  of  a  populist- 
progrcssi\e  reaction  than  we  saw  at 
the  turn  of  the  century-  or  in  the 
1930s.  Nevertheless,  the  polls  arc  al- 
ready saying  that  the  rich  will  face 
harder  sledding.  Pressures  arc  build- 
ing for  higher  top-bracket  income 
taxes;  there  is  voter  disillusiiMimcni 
w  ith  the  profit  mentality-  and  anger  at 
corporate  cn>s  paying  themselves 
many  millions  of  dollars  a  year. 

The  bottom  line  is  that  the  circum- 
stances that  enabled  the  Dow  Jones 
industrial  axeragc  to  more  than  triple 
between  1982\\nd  1989,  simulta- 
neously enabling  the  ci>mbined  net 
worth  of  The  Fi>rbes  Four  Hundred 
to  more  than  triple,  aren't  likely  ti>  Ixr 
there  in  the  years  immediateh  ahead. 
The  pendulum  is  swinging  back.    IB 
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Profile  in  Quality 
#33:  Innovation 

Croig  Wetros    ,— 
dreams  cars. 
The  kind  of  qu 
jprs  you'll  be 
driving  y«i* 
Tromnow. 

Craig  is  one 
of  over  366,000 
Ford  people 
worldwide  who 
are  committed  to 
making  quality 
Jobl. 


I  build 
,e  highest  quality 
ws  and  trucks    ^^ 


"Tbday  we*re 
designing  cars  that 
are  great  looking 
and  fit  the 
environment." 

Craig  Metros,  Designer 
Ford  Employee  for  5  years. 
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FORD,  MERCURY,  LINCOLN,  FORD  TRUCKS 

A/wofS  insisf  on  ^tnwnt  fotd  Motor  Companf  f oHuton  repair  parti 


John  Rangos  realized  much  of  Pittsburgh's  industrial  waste 
wasn't  as  worthless  as  most  people  thought.  Thus  was  born 
one  of  the  country's  newer  and  larger  personal  fortunes. 

Tuming  garbage  into  gold 


By  Marcia  Berss 

As  THE  DISSIPATION  of  the  Kennedy 
fortune  shows  (see  p.  34),  it  is  easy  to 
slip  from  the  pinnacles  of  wealth.  But 
wealth  is  also  upward-slippery.  About 
the  same  time  the  Kennedy  fortune 
was  reaching  its  apogee,  John  Rangos 
was  starting  the  company  now  known 
as  Chambers  Development  Co.  To- 
day Chambers  Development  has  a 
stock  market  value  of  $  1 . 7  billion,  and 
Rangos  is  worth  over  $520  million. 

Rangos  was  born  near  Pittsburgh  in 
1929.  When  his  Greek  immigrant 
parents  divorced,  he  and  his  mother 
went  to  live  with  his  maternal  grand- 
father. When  his  mother  remarried, 
they  moved  in  with  his  stepfather, 
who  ran  a  restaurant. 

After  graduating  from  high  school 
in  Pittsburgh,  Rangos  spent  a  year  at 
Houston  Business  College,  then  en- 
listed in  the  Army  in  1951 .  He  fought 
in  the  Korean  War,  returning  to  Pitts- 
burgh in  1954.  After  a  stint  as  an 
independent  sales  agent  with  a  manu- 
facturer, Rangos  took  his  savings  to 
start  his  own  business  in  1960. 

As  he  drove  around  the  aging  in- 
dustrial city,  Rangos  was  struck  by  the 
mountains  of  coke  ash,  the  waste  by- 
product of  Pittsburgh's  coal  and  steel 
empires.  Most  people  saw  these 
mounds  as  blights  on  the  landscape. 
Rangos  saw  money. 

The  coke  ash  heaps  were  free — coal 
companies  were  glad  to  give  them  to 
anyone  who  would  haul  the  waste 
away.  Yet  the  waste  was  not  without 
value:  It  contained  recoverable  coke 
that  could  be  sold  as  fuel,  and  the 
unburnablc  residue  could  be  made 
into  antiskid  material  for  highways 
and  cinder  building  blocks.  To  get  the 
capital  he  needed  to  build  a  manufac- 
turing facility,  Rangos  convinced 
bonding  companies  of  the  viability  of 
his  concept.  As  he  produced  his  fuel, 
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cinder  blocks  and  roadbed  material, 
he  factored  his  accounts  receivable  to 
raise  additional  working  capital  to 
plow  back  into  the  business.  It  was  a 
shoestring  operation  in  those  early 
days,  but  the  strings  held. 

From  recycling  coke  ash,  Rangos 
began  doing  the  same  with  waste  slag, 
the  by-product  of  steel  mills,  which 
became  the  bases  for  highways  and 
buildings.  From  coke  ash  and  slag,  he 
began  handling  boiler  ash  for  coal- 
fired  electric  utilities.  In  this  venture 


^^K 


he  built  and  ran  disposal  sites,  most  on 
the  property'  of  his  utility  customers. 
Almost  without  knowing  it,  Rangos 
had  entered  what  has  become  a  highly 
lucrative  business,  owning  and  oper- 
ating landfills. 

Working  with  utilities  taught  Ran- 
gos a  lesson  that  would  reward  him 
well  years  later:  He  could  not  succeed 
in  the  waste  business  without  support 
from  the  local  community-.  "I  learned 
even  a  lady  with  a  poodle  that  got  its 
paws  cruddy  had  to  get  attention," 
recalls  Rangos.  "Dealing  with  the 
public  had  to  be  an  open  process." 

By  the  mid-1970s,  Rangos  began 
to  see  opportunities  in  municipal  gar- 
bage. Until  then,  the  garbage  collec- 
tion business  had  focused  mainly  on 
trucks — giants  like  Waste  Manage- 
ment started  as  haulers  in  the  1960s; 
almost  as  an  aft:erthought  they 
bought  landfills  to  save  dumping  fees 
paid  to  landfill  operators. 

But  with  his  experience  in  operat- 
ing boiler-ash  disposal  sites,  Rangos 
thought  it  made  sense  to  worn,'  about 
where  to  put  the  garbage  first,  and 
worry  about  getting  it  there  second. 
Rangos:  "I  knew  that  without  a  re- 
ceptacle, those  wheels  are  ver\'  vulner- 
able. All  someone  had  to  do  was  shut 
ofi^the  end,  and  he'd  beat  [the  hauler] 
out  of  municipal  bids."  Besides,  land- 
fills were  (and  are)  more  profitable 
than  operating  garbage  trucks. 

So  Rangos  began  to  buy  landfills, 
and  later  backed  into  acquiring  little 
haulers  to  service  them.  Today  Cham- 
bers Development  owns  and  operates 
14  landfills  centered  on  the  mid- At- 
lantic states,  with  total  capacity  of 
15,000  tons  of  garbage  per  day.  By 
next  year,  Rangos  says,  the  company 
will  have  20  landfills,  bringing  Cham- 
bers Development's  total  capacity  to 
25,000  tons  per  day. 

When  he  began  buying  landfills  in 
the  mid-1970s,  Rangos'  timing 
looked  terrible.  The  environmental 
rules  governing  landfills  were  just  get- 
ting tougher.  The  new  regulations 
scared  a  lot  of  operators,  many  of 
whom  had  built  their  landfills  to  mini- 
mum standards  and  now  faced  shut- 
ting them  down  or  investing  large 
sums  to  bring  them  up  to  code. 

Chambers  Development's  John  Rangos 
Landfills  first,  then  trucks. 


Rangos  met  the  environmental 
challenge  head  on.  Here's  how: 

For  most  communities,  a  primary 
concern  (aside  from  esthetics)  is 
whether  the  sludge  and  chemicals 
that  leach  ft-om  mounds  of  waste  into 
the  ground  will  contaminate  the  wa- 
ter supply.  Rangos  moved  to  dispel 
these  fears  by  investing  in  his  landfills. 
He  lines  them  with  tvvo  layers  of  high- 
density'  polyethylene,  creating,  in  ef- 
fect, a  huge  swimming  pool  into 
which  garbage  is  dumped.  The  liners 
capture  the  contaminated  water  from 
the  waste;  the  water  is  then  channeled 
to  water  treatment  plants  which  re- 
move contaminants. 

A  natural  salesman,  Rangos  loves  to 
dramatize  the  advantages  of  his  prod- 
uct to  politicians  and  regulators  from 
communities  where  he  hopes  to  build 
new  landfills.  To  show  off  water  treat- 
ment facilities  at  his  first  Pennsylvania 
landfills,  for  example,  he  invited  pub- 
lic officials  to  dine  at  one  site;  for 
entertainment  the  guests  watched 
divers  swim  in  the  treated  waste  water. 

Remember  the  lesson  of  the  lady 
and  her  poodle  that  Rangos  learned 
while  disposing  of  boiler  ash  when  he 
was  starting  out?  He  continues  to 
curry  favor  with  residents  of  commu- 
nities where  his  landfills  are  situated. 
For  example,  Rangos  washes  garbage 
trucks  as  they  exit  his  sites  so  the 
trucks  don't  track  mud  on  cit\'  streets, 
and  sweeps  streets  of  trash  that  might 
have  fallen  ofi^ trucks. 

Such  services  are  expensive,  which 
is  one  reason  Rangos  took  Chambers 
Development  public  in  1985.  But  for 
Rangos,  being  a  good  neighbor  is  the 
best  way  to  mute  the  attacks  of  people 
determined  to  locate  landfills  in 
someone  else's  backyard,  and  so  to 
keep  his  business  growing.  "I'd  rather 
put  my  money  in  new  facilities,"  he 
says,  "than  spend  it  on  SSOO-an-hour 
attorneys  to  keep  me  out  of  trouble 
with  the  enforcement  agencies." 

That  attitude  wins  Rangos  consid- 
erable goodwill  with  the  state  and 
local  agencies  that  permit  and  moni- 
tor landfills.  Chambers'  new  S30  mil 
lion  Charles  Cit\'  County,  \'a.  site, 
opened  in  April  1990,  "is  designed  at 
50%  more  than  the  regulations  re 
quire,"  says  Barr\'  Wright,  technical 
services  director  for  the  Virginia  De 
partment  of  Waste  Managmeni.  For 
example,  most  landfills  have  monitor- 
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Chambers  Development  Co. 


ABOVE:  Truck 
washing  at  a 
Chambers  landfill 
LEFT:  Rangos'  sons 
Alex  (left)  and 
John  Jr. 
Political  can- 
vassing and  no 
mud  on  the 
streets. 


ing  systems  that  detect  groundwater 
degradation  only  after  degradation 
begins.  But  Chambers  Develop- 
ment's double-liner  system  detects 
fluid  leakage  before  it  contaminates 
the  groundwater.  This  is  why,  Wright 
continues,  Chambers  got  approval  for 
its  Charles  City  County  landfill  in  just 
six  months,  while  other  operators' 
applications  have  been  tied  up  For 
three  years. 

"Most  operators  quibble  about 
what  the  regulations  say,"  says 
Wright.  "Chambers  doesn't." 

Rangos  doesn't  let  local  oflicials 
Forget  that  what's  good  For  Chambers 
Development  is  also  good  For  local 
taxpayers.  In  exchange  For  approving 
Chambers'  new  landfill,  C'harlcs  Cjtv 


County  not  only  gets  to  dump  its 
garbage  Free  oF  charge,  it  also  gets  a 
host  Fee  For  taking  New  York  Cit\' 
trash;  this  Fee  is  running  $1  million  to 
$3  million  annually  For  20  years,  en- 
abling the  county  to  improve  schools 
and  cut  local  taxes. 

When  he  attempts  to  build  a  new 
landfill,  Rangos  treats  the  process  like 
a  political  campaign,  with  door-to- 
door  canvassing  to  find  out  how  best 
to  address  die  community's  concerns. 
A  good  example  is  Anson  C\)unt)', 
N.C.,  where  C'hainbers  Developiiicnt 
was  recently  in  competition  with  fi\c 
other  operators  to  build  a  landfill. 

Rangos  Found  locals  w  anted  to  lim 
it  the  landlill  to  the  smallest  size  Feasi- 
ble.   Armed    with    this   intclliccncc. 


Chambers  submitted  a  proposal  calf- 
ing  For  a  750-tons-per-day  site,  one- 
third  the  size  oF  the  next-smallest 
proposal. 

Rangos  also  discovered  that  local 
people  wanted  their  landfill  to  serve 
only  regional  needs.  So  Chambers 
proposed  serving  a  75 -mile  radius — 
including  busding  Charlotte — while 
one  competing  firm  wanted  to  import 
garbage  From  New  York,  upsetting 
rural  Folk. 

In  June  Chambers'  proposal  won. 

Since  1981  Chambers  Develop- 
ment's sales  and  earnings  have  com- 
pounded at  over  50%  a  year  (to  S258 
million  and  S34  million,  respectively, 
last  year).  Mesmerized  by  this 
growth,  Wall  Street  values  Chambers 
Development,  currendy  trading  at  28 
a  share,  at  $1 .7  billion,  over  40  times 
earnings.  By  contrast,  garbage  indus- 
try' leader  Waste  Management  is  val- 
ued at  about  halFthat  multiple. 

The  high  multiple  poses  an  obvious 
question:  Can  Rangos  generate 
enough  fiature  growth  to  .maintain 
and  expand  Chambers' — and  his — 
worth.'  The  Environmental  Protec- 
tion Agency  last  month  issued  tough- 
er-than-ever  landfill  rules.  Industry 
watchers  say  the  new  rules  will  make 
landfills  more  difficult  and  expensive 
to  build.  That,  plus  filling  up  old  sites, 
will  probably  Force  closure  oFhalFthe 
countr\''s  existing  landfills  in  five 
years.  Note,  hovsever,  that  many  oF 
those  below- code  landfills  are  munic- 
ipally, not  privately,  owned.  Rangos 
figures  he'll  be  able  to  generate  a  lot  oF 
new  business  helping  municipalities 
bring  their  landfills  into  compliance 
with  the  new  rules. 

Now  62,  Rangos  is  slowly  turning 
things  over  to  his  two  sons — John  Jr., 
34,  and  Alex,  31,  both  oF  whom 
worked  on  landfills  as  teenagers  and 
are  respected  by  competitors.  But  he's 
also  looking  For  Chambers  Develop- 
ment's next  big  opportunit>'.  He 
thinks  he  has  Found  it:  cleaning  up 
things  like  contaminated  soils  and 
steel  plant  sludges.  \'olumes  arc  huge: 
7 .2  billion  tons  annually  tiFsuch  con- 
taminated materials,  \crsus  180  mil- 
lion tons  a  year  oF  municipal  waste. 
Industrial  sludge  is  not  ven  prein*  to 
look  at  or  fim  to  handle,  but  then 
neither  were  thi>se  piles  oF  coke  ash 
that  R^uigos  turned  to  gold  in  Pitts- 
burgh in  the  19(>0s.  WM 
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THE  FORBES  FOUR  HUNDRED 


This  year  marks  the  tenth  anniversary  of  The  Forbes  Four  Hundred. 
There  has  been  tremendous  turnover  in  the  list.  That's  good 
for  the  country.  But  the  past  few  years  the  rich  haven't  been 
getting  much  richer.  That's  bad  for  the  country. 

The  richest  people 
in  America 


Edited  by  Harold  Seneker  with  Dolores  Lataniotis 

Reporters  Jody  Brennan,  Lisa  Coleman,  Evan  McGlinn,  Wendy  Tanaka  and  Jason  Halperin 


So  WHAT  HAS  The  Forbes  Four  Hundred  accomplished  in 
ten  years? 

If  nothing  else,  it  has  demolished  one  of  the  oldest  and 
most  persistent  myths  about  wealth  in  America,  widely 
accepted  as  truth  for  much  of  this  century.  That  is  the 
myth  of  the  rich  as  a  static  class,  the  idea  that  there  is  still  a 
fixed,  mosdy  hereditary'  class  structure  in  America  in 
which  a  permanent  elite  of  enormously  rich  men  lord  it 
over  all  the  rest. 

The  Forbes  Four  Hundred  shatters  that  myth  by  show- 
ing that  staying  rich  is  nearly  as  difficult  as  getting  rich,  that 
wealth  is  not  something  that  automatically  passes  from 
generation  to  generation  like  tides  of  nobility  but  must  be 
earned  again  with  each  generation.  Nor  does  wealth  stay 
put  geographically.  Since  the  first  Forbes  Four  Hundred 
appeared  in  1982,  there  has  been  a  big  shift  of  the  large 
fortunes,  away  from  the  New  York  area  and  Texas  to 
California,  the  South  and  the  Northwest. 

This  is  not  to  say  that  great  wealth,  once  accumulated, 
doesn't  linger  for  a  generation  or  two  after  the  chap  who 
piled  it  up  has  gone  to  his  reward.  But  thanks  to  inheri- 
tance taxes,  the  decline  in  raw  energy  from  generation  to 
generation  and  the  inherent  dynamics  of  free-enterprise 


capitalism,  wealth,  unless  constandy  renewed,  soon  loses 
its  influence,  and,  eventually,  its  affluence. 

Hold  it.  Rockefellers?  Mellons?  Du  Fonts?  Aren't  they 
vastly  rich?  Don't  they  and  others  like  them  constitute  a 
class?  The  answer  is:  Look  carcfiilly  at  what  is  happening  to 
such  families.  With  each  generation,  their  wealth  spreads 
ever  more  thinly  among  ever  more  heirs.  The  impetus  to 
growth  gets  ever  weaker,  the  impact  of  the  fortune  smaller. 

The  tale  is  told  again  and  again  on  these  pages:  The  6 
Rockefeller  siblings  of  David  and  Laurancc's  fading  gener- 
ation become  24  fractious  cousins  in  the  next,  more  eager 
to  spend  or  give  away  their  famih's  money  than  to  increase 
it.  In  the  next  generation,  there  are  52  cousins.  Some 
families  dissipate  great  fortunes  faster  than  others:  Witness 
the  Kennedys  (see  story,  p.  34).  Or  the  progeny  of  the  late 
Texas  oil  tycoon  H.L.  Hunt. 

So  instead  of  a  fixed  class  structure,  there  is  flux, 
unnerving  constant  flux.  An  orderly  process?  Heavens,  no. 
But  a  highly  creative  one.  The  great  economist  Joseph 
Schumpeter  called  it  the  process  of  creative  destruction. 

Histor}'  is  written,  it  has  been  said,  to  the  rhythm  of 
some  people  descending  the  stairs  in  silken  slippers  while 
others  chmb  them  in  hobnailed  boots.  John  Kluge,  a  self- 


Ten  years  of  The  Forbes  Four  Hundred 


Total  net  worth  ($billion) 
Average  net  worth  ($million) 
Median  net  worth  ($million) 


'82 

$92 
230 
150 


•83 

$118 
295 
225 


'84 

$125 
315 
250 


'85 

$134 
335 
250 


'86 

$156 
390 
275 


•87 

$220 
550 
375 


'88 

$220 
551 
375 


'89 

$269 
672 
460 


'90 

$273 
682 
450 


Number  in  real  estate 

48 

48 

71 

83 

59 

73 

87 

77 

60 

Number  in  oil  and  gas 

70 

64 

74 

64 

48 

29 

30 

22 

26 

Number  of  billionaires 

13 

15 

12 

13 

26 

49 

51 

67 

66 

■4 

MHK 

■IHRiH 

} 

'91 

$288 
721 
450 

50 
32 

71 


As  the  wealth  of  the  country  has  grown,  so  has  the  wealth  of  its  wealthiest. 
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"Either  you  shape  the  future, 
or  the  future  shapes  you." 


"Change  or  be  changed.  Act  or  be  acted 
upon.Yoursuccess  depends  upon  which  you 
choose.  That's  why  we  are  continuing  a  course 
of  successfully  managed  change,  transform- 
ing the  old  Greyhound  Corporation  into  an 
even  more  dynamic  new  business  force:  The 
Dial  Corp!  We  divested  11  less  profitable  sub- 


sidiaries, totaling  almost  $3  billion  in  revenutmo 
VVteVe  acquired  new  companies  with  year!  C^ 
revenues  of  $1.4  billion  with  excellent  growt 
and  profit  potential.  The  result  is  a  strong,  cvh^ 
sumer-oriented.  multiservice  corporation, 
short,  we've  repositioned  ourselves  to  lead  tl 
way  in  consumer  producta  services,  transp. 
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ition  manufacturing  and  financial  services, 
bcause  at  The  Dial  Corp,  we  not  only  have  a 
fision  of  the  future,  we  also  have  the  will  and 
16  ways  to  shape  it." 


jhn  W.  Teets,  Chairman,  President 
OC  nti  Chief  Executive  Officer 


The  Dial  Corp 

Profit  Through  Leadership 


IHt  mKBtS  rUUK  HUNUKtU 


made  billionaire,  appears  to  be  richer  now  than  all  of  the 
Rockefellers  put  together.  The  Waltons  are  nearly  four 
times  richer  than  even  Kluge  and  almost  five  times  richer 
than  the  entire  Rockefeller  clan. 

Old  money?  Sam  founded  his  Wal-Mart  in  1969,  after 
such  recent  historical  milestones  as  the  end  of  the'  baby 
boom  and  the  rise  of  the  Beatles. 

The  Forbes  Four  Hundred  fills  what  was  once  an 
important  blank  in  the  portrait  of  American  society- 
showing  what  concentrated  private  wealth  in  this  country 


IS  really  like,  as  opposed  to  what  ideologues  and  political 
opportunists  of  ever>'  stripe  want  people  to  believe  it  is  like 
To  say  the  richest  Americans  constitute  a  class  is  to  lump 
together  a  founder  of  a  waste  disposal  compam-  Uke  John 
Rangos  (see  story,  p.  142)  and  a  prominent  Philadelphia 
mhentor  like  Fitz  Dixon  and  a  dedicated  second-genera- 
tion professional  executive  like  Robert  Galvin  of  Motorola 
and  a  survivor  of  Nazi  slave  labor  camps  like  Laszlo 
Tauber.  Throw  in  a  onetime  farm  bov  and  grade  school 
dropout  (J.R.  Simplot);  an  opportunistic  former  usher 


trom  Brooklyn  (HolhAvood's  Da\id  Geffen);  a  former 
truck,  driver  (Johnnie  Br\an  Hunt);  a  onetime  Polish 
housemaid  (Basia  Piasecka  Johnson). 

The  only  thing  all  these  people  have  in  common  is  that 
they  all  have  a  lot  of  money. 

Even  in  the  founder's  lifetime,  a  large  fortune  isn't 
secure.  Harold  Brown,  throughout  the  1980s  the  largest 
landlord  in  Boston,  tiled  for  Chapter  1 1  and  is  restructur- 
ing his  company.  The  good-size  mob  of  oil  txcoons  that 
hea\ily  speckled  our  first  list,  in  1982,  is  more  than  cut  in 
half  Only  171  of  the  people  on  that  1982  list  are  among 
199rs  Four  Hundred.  It  is  one  thing  to  make  a  fortune, 
and  another  to  keep  it — as  many  a  formerly  monied 
Holly\vood  celebrit)'  can  sadly  recount  (see  story,  p.  81). 

Meanwhile,  new  fortunes  keep  shouldering  to  the  fore. 
Xev\  industries  rise  as  others  fade.  New  people  arrive  on 
our  list  riding  these  waves  of  change.  Fewer  this  year, 
perhaps,  because  there's  a  recession:  1991 's  47  dropoffs 
(as  it  happens,  a  below-average  turnover)  are  replaced  by 
only  27  brand-new  faces,  each  marked  in  our  listings  by  a 
star:  (the  rest  are  returnees  ft-om  pre\ious  years).  But  the 
only  real  constant  is  change. 

This  year  the  biggest  single  change  is  in  real  estate.  Many 
of  our  1991  dropouts  are  propert\-  tycoons  demonstrating 
the  hard  way  that  leverage  is  a  r\\  o-edged  sword.  It  used  to 
be  that  bankers  wanted  75%  financing  and  25%  equit)-  in 
solid  real  estate.  But  in  the  wild-eyed  mid-  1980s  that  went 
out  the  window.  Financing  80%  was  in;  then  90%.  Finance 
your  propcrt)'  80%  at  the  bank,  see  real  estate  values  go 
dow  n  20%,  as  they  have  in  majiy  a  cit>'  across  the  countr\% 
and  what  do  you  have  left:.-  Not  a  Forbes  Four  Hundred 
fortune  anymore.  You  have  zero.  Or  worse. 

Consider  one  of  the  most  respected  real  estate  moguls  in 
the  country',  Al  Taubman.  Last  year  we  figured  him  at 
upwards  of  S2  billion,  but  this  year  we  drop  him  right 
out  of  the  billionaire  class.  His  three  new  shopping 
malls  had  S585  million  fi-om  Chase  Manhattan  Bank 
on  them,  on  top  of  a  lot  of  debt  on  his  older 
properties.  Factor  in  his  unfortunate  venture  into 
owning  department  stores  (fiscal  1991  cash  flow: 
S44.9  million  in  the  red),  plus  a  few  places  where 
we  simply  miscalculated,  and  you  see  how  painfijlly 
le\erage  operates  on  the  downside. 

There  have  been  regional  shifts  among  The  Four 
Hundred  as  well,  suggesting  that  wealth  is  becoming 
geographicall)'  decentralized.  In  1982,  89  of  The 
Four  Hundred  called   New    York  Cit\'  their 
home;  this  year  only  66  do.   Dallas/Fort 
Worth  has  fallen  fi-om  26  members  to  just 
16.  Houston  is  down  fi-om  19  to  5. 

WTiich  regions  gained  wealth?  The  San 
Francisco  Bay  area  rose  fi-om  8  to  25. 
San  Diego  fi-om  2  to  6.  Miami  fi-om  5 
to  8.  Los  Angeles  went  fi-om  23  to  29. 

As  the  economy  has  slowed  since 
1989,  so  has  the  pace  of  wealth  ere-  | 
ation — bearing  out  George- Gilder's  | 
thesis  that  w  hat's  good  for  the  rich  is  | 
also  good  for  most  ever\one  else.  | 
From  1982  through  1989  were  great 
vears  for  the  rich.  The  combined  net 


worth  of  The  Forbes  Four  Hundred  nearK'  trebled.  And 
they  were  good  years,  too,  for  investors  and  pensioners 
w  ho  profited  mightily  fi-om  a  tripling  of  the  Dow  Jones 
industrials  (pension  plans,  representing  the  accumulated 
saWngs  of  tens  of  millions  of  people,  are  tc)da\  the  biggest 
owners  of  common  stocks).  These  were  good  years,  too, 
for  the  economy.  U.S.  exp>orts  rose  by  68%,  manufacturing 
output  climbed  by  more  than  a  third,  jobs  rose  18%, 
including  a  33%  rise  in  black  emploNincnt.  Between  1982 
and  1987  the  number  of  businesses  owned  by  blacks  rose 
by  more  than  one-third,  and  their  receipts  more  than 
doubled.  (See  story,  p.  38.) 

But  since  1989  the  economy  has  slowed — for  blacks,  for 
whites,  for  rich,  for  poor.  We've  been  in  a  recession.  The 
median  net  worth  of  The  Forbes  Four  Hundred  has 
stagnated  since  1989,  not  even  keeping  pace  with  inflation. 

The  rich  aren't  saints.  Not  all  of  them  are  nice  people. 
But  it  just  isn't  true  that  they  get  rich  at  the  expense  of 
other  people;  when  they  don't  prosper,  neither  do  the  rest 
of  us. 

Is  there  any  certaint)-  at  all  amidst  all  this  turmoil  at  the 
top.'  Only  this  certaint\ :  that  w  hen  the  editors  prepare  the 
millennium  listing  of  The  Four  Hundred  in  2000,  we 
expect  fewer  than  half  of  the  present  names  will  still  be 
there.  .\nd  among  the  hundreds  of  newcomers  will  be 
some  people  who  are  just  getting  staned  in  1991,  some 
only  recendy  arrived  fi-om  foreign  lands.  ^ 
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OVER  $2,500,000,000 


Biltionaires 


John  Werner  Kluge 

Metromedia.  Charlottesville,  Va.; 
NYC.  77 .  Thrice  divorced,  3  children. 
German- born,  poor,  family  setded  in 
Detroit  1922.  Scholarship  to  Co- 
lumbia, earned  economics  degree 
(1937)  and  S7,000  gambling.  Army 
intelligence  WVVII.  Bought Manland 
radio  station,  formed  Metromedia: 
built  string  of  radio,  T\'  stations;  add- 
ed billboards,  Harlem  Globetrotters, 
Ice  Capades.  Much  later,  cellular 
phones.  Realized  S4.65  billion  before 
taxes  liquidating  Metromedia  assets 
1984  (2.5  times  what  other  share- 
holders got).  With  cash  started  or 
bought  numerous  businesses:  com- 
puterized bill  board -painting  compa- 
ny; 70%  ailing  Orion  Pictures;  Pon- 
derosa  Steak  chain;  also  owns  Bonan- 
za, Steak  &  Ale.  Metromedia  sold  ntc 
cellular  business  last  year  for  SI. 05 
billion  cash,  S850  million  stock  in  Lix 
Broadcasting;  still  has  half  of  Philadel- 
phia cellular  franchise;  Metromedia 
Communications  Corp.  fourth-larg- 
est long-distance  telephone  carrier  in 
U.S.  Recentiy  gave  longtime  associate 


Stuart  Subotnick  5%  of  Metromedia 
Co.  Converted  to  Catholicism  before 
third  marriage,  to  model -actress  Pa- 
tricia Rose  Gav  1981  (divorced 
1990).  Has  10,600-acre  estate  Va. 
(Pat  has  9.7  acres);  80,000  acres  and 
castie  in  Scotiand;  significant  art  col- 
lection. New  yacht,  but  "I've  never 
liked  the  weekend  in  my  life.  I  was 
enthusiastic  about  Monday  morning 
from  the  day  I  left  college."  Net 
worth  estimated  S5.9  billion. 

William  Henry  Gates  HI 

Microsoft  Corp.  Seattie.  35.  Single. 
Dropped  out  of  Har\ard  age  19  to  co- 
found  Microsoft  with  school  fiiend 
Paul  Allen  (which  see)  1975;  now 
world's  largest  microcomputer  soft- 
ware company.  In  1980  agreed  to 
de\elop  operating  system  for  IBM's 
first  PC:  MS  DOS,  OS/2  and  Windows 
now  account  for  lion's  share  of  PC 
systems'  software  market.  Gates'  goal: 
make  personal  computers  ever  more 
"personal,"  i.e.,  user-fiiendly,  thus 
generating  ever  more  software  sales. 
Says  37,000-square-foot  house,  still 


under  construction,  will  be  used 
mosdy  for  business,  one  way  Gates 
lets  employees  know  he's  accessible. 
Hobbies:  investing  in  biotech  compa- 
nies, but  some  reading,  tennis.  T\pe- 
cast  as  wonk  and  self- proclaimed 
"hard-core  technoid,"  onmis  a 
Porsche  959  (not  street  legal  yet)  and 
Ferrari  (drives  a  Lexus  to  work). 
"Leery  of  counting  paper  assets  as 
wealth,"  says  he  doesn't  bother  to 
look  at  stock's  price:  With  an  infinite 
amount  of  money,  would  still  order 
the  same  hamburger.  With  stock,  pro- 
ceeds from  sales,  recendv  worth  some 
S4.8  billion. 

Sam  Moore  Walton 
S.  Robson  Walton 
John  T.  Walton 
Jim  C.  Walton 
Alice  L.  Walton 

Father,  children.  Wal-Man  Stores. 
Sam:  Benton\ille,  Ark.  Ti.  Married;  4 
children.  Bom  Kingfisher,  Okla. 
Ser\ed  stateside  in  Army  World  War 
II.  J.C.  Penney  trainee  after  college. 


In  first  piace. 
jc'--  \Ve--er  KiLige 
With  cash  aloM 
over  $2.5  MHkNi. 
how  much 
further 
willth* 
top  man  dimb? 
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William  Henrv  Gates  III.  worth  $4.8!:    :' 

His  Microsoft  stock  is  up  1.500S  in  five  years,  but  he  doesn't  count  paper  as  weattJi. 


opened  Ben  Franklin  five-and-dime 
1945,  lost  lease;  staned  again  Ben- 
tomille  wixh  brodier  James   (which 
see).  By  1962,  15  stores;  took  public 
1970.  Concept:  discount  stores  in 
small   towns,  rural   areas,  each   big 
enough  to  freeze  out  competitors. 
Today  1 ,800  stores  in  37  states,  the 
nation's  largest  retailer  (1990  sales, 
S32.6  billion).  In  February  acquired 
WTiolesale  Club,  Inc.  for  aix>ut  SI 63 
million.  Diagnosed  as  ha\ing  bone 
cancer    1990;    undergoing    chemo- 
therapy, still  doing  business  as  usual. 
Company  long  closely  tied  to  Sam's 
personalitN';  knouTi  for  getting  out  to 
his  stores  and  talking  with  people. 
Gives     mone\'     to     free-enterprise 
causes.  Pilots  own  small  plane,  hunts 
quail.     Family     holding     company 
shared  equally  among  Sam,  children. 
S.  Robson:  Bentomille.  47.  Yale  Law. 
Divorced,  remarried;  3  children,  2 
stepchildren.  Partner  Oklahoma  law 
firm,  Wal-Man  \ice  chairman.  John 
T.:  San  Diego.  46.  Married;  1  child. 
\'ietnam  veteran.  Involved  in  family 
holding    company    Walton    Enter- 
prises. Owns  boat- building  company. 
Jim  C:  Bentomille.  43.  Married;  4 
children.   President,  Walton   Enter- 
prises. Osersees  family  banking  busi- 
ness (interest  in  five  banks),  real  es- 
tate. Mce.  Rogers,  .\rk.  42.  Divorced 
twice.  Started  Llama  Co.  ( investment 
firm  named  after  a  pet)  1989  with 
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SI 9. 5  million  from  Walton  Enter- 
prises. Says  famous  surname  merely 
opened  the  door.  The  family  stock, 
over  440  million  shares,  or  38%,  of 
Wal-Man  Stores,  other  assets  estimat- 
ed over  S22  billion. 

Warren  Edward  Buffett 

Stock  market.  Omaha.  61.  Married;  3 
children.    ALS.    Columbia.    Son   of 
stockbroker  who  later  became  con- 
gressman. Purchased  first  stock  age 
1 1 .  Value  in\estor,  uses  old-frishioned 
analysis  to  find  undervalued  securi- 
ties. Started  investment  partnership 
1956,  dissolved  1969  after  thirt\fold 
growth.  Says  over  half  personal  net 
worth  attributable  to  tewer  than  a 
dozen     investment    decisions.    Ac- 
quired interest  Berkshire  Hathaway 
1962,  by  1965  had  70%  control;  total 
cost,  Si4  million.  Company  today 
worth  o\er  S9  billion;  large  equit>- 
investments  American  Express,  Coca- 
Cola,  Capital  Cities/.\BC,  etc.  No  div- 
idends (avoids  double  taxation),  ex- 
cept once — 1967,  about  10  cents  per 
share:  'T  must  have  been  in  the  bath- 
room at  the  time."  Channels  invest- 
ments through  prop>ert>/casualt\-  in- 
surance    companies — a     source     ot 
cheap  finance.  Super  Mr.  Clean  im- 
age:   Designated    interim    chairman 
Salomon  Brothers  after  recent  dcba 
cle;  pay  under  SI,  but   protecting 


sizable  investment.  Has  corporate  jet 
called  the  Indefensible.  Fundamental 
Sage  of  Omaha  ad\ice:  "Investment 
must  be  rational;  if  you  can't  under 
stand  it,  don't  do  it."  His  Berkshire 
Hathaw  ay  shares  recently  worth  over 
S4.2  billion. 

Henry  Lea  Hilltnan 

Industrialist;  venture  capital,  real  es- 
tate. Pittsburgh.  72.  Married,  4  chil- 
dren. Quiet  son  of  fierce  coal-steel- 
gas  rscoon  John  HarTv\ell  Hillman 
Jr.,  who  followed  lead  of  Mellon  and 
Carnegie,  took  over  Pittsburgh  Coke 
&   Chemical   and   built   Texas   Gas 
Transmission.  --Kfter  Princeton,  Hen- 
n-  joined  business  1946,  took  over 
after  fadier's  death  1959,  bought  out 
5  siblings  (now  deceased*.  Sold  off 
smokestack  assets  to  diversift-  into  real 
estate,   light   industr\-:    "In    smaller 
companies,  you  can  come  in  and  talk 
to  people,  get  to  know  and  under- 
stand them,  and  generate  the  kind  ot 
spirit  that  can  get  them  mo\ing." 
Science  buft",  sank  large  sums  into 
Silicon  X'alley  mid-1970s;  now  invest- 
ing in  biotech.  Backed  lbo  shops, 
including  Kohllxrg  Kra\is  Roberts; 
later  his  own  Copeland  Corp.  Real 
estate  holdings  span  nation.  Wife  El- 
sie zealous  Republican,  Pennsxlvania 
campaign  manager  for  Bush  1988. 
Henn  owns  80%  of  business  empire; 
stepbrothers    Howard    and    Tatnall 
20%;  his  share  estimated  S3. 3  billion. 


Richard  Marvin  DeVos 
Jay  Van  Andel 

Partners,  .\mway  Corp.  Ada,  Mich. 
65,  67.  Each  married,  4  children;  all 
but  1  work  for  company.  Next-door 
neighbors,  high  school  buddies,  .\fter 
W\MI  tned  tl>-ing  service,  then  ham- 
burger stand;  then  bought  schooner, 
set  sail  for  Haiti;  sank  in  Cuba.  Willing 
to  raise  a  buck  anvAvhere,  started  Am- 
wav  1959  in  basement.  Began  with 
soap,  added  over  400  products  sold 
door  to-door;  preached  .\merican 
dream,  free  enterprise  to  recruit  sales- 
people. Company  pleaded  guiltN"  to 
Canadian  customs  fraud  scheme 
1983;  fined  CS25  million,  largest 
ever.  Sales  declined,  then  rebounded 
as  marketing  pacts  with  big  names 
( .\ici,  Firestone,  C'oca-Cola i  put  pro 
fcssional    gloss   on    Bible -thumping 
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Sam  Moore  Walton,  worth  $4.4  billion 

An  energetic  73,  he  continues  to  drive  Wal-Mart's  employees  to  new  heights. 


image.  Over  20  subsidiaries:  real  es- 
tate, jewelry,  hotels,  etc.,  though 
most  money  made  from  salespeople's 
purchase  of  tapes,  books,  rally  tickets. 
With  Irwin  Jacobs,  knocked  on 
Avon's  door  1989  pitching  a  surprise 
$2  billion  bid  for  the  company;  no 
sale.  Spring  1991  enormously  profit- 
able Amway  Japan  went  public;  Am- 
way's  92%  of  stock  then  worth  $8.2 
billion.  Stock  now  down  over  40%, 
but  Van  Andel  and  DeVos  share  com- 
pany still  worth  upwards  of  $6  billion. 
The  1991  Amway  convention  theme: 
"We  Touch  die  World." 


Samuel  I.  Newhouse  Ji*. 
Donald  Edward  Newhouse 

Brothers.  Publishing,  cable  TV.  Father 
Samuel  born  to  Eastern  European 
immigrants.  Ran  Bayonne  (N.J.) 
Times  age  16,  took  over  ailing  Staten 
Island  Advance  1922.  Fanatic  cost- 
cutter,  worked  out  of  briefcase;  built 
nation's  largest  private  newspaper 
chain:  "The  only  thing  to  do  with 
money  in  the  newspaper  business  is 
leave  it  in  the  newspaper  business." 
His  two  sons  tagged  along  on  rounds. 
Purchased  magazine  publisher  Con- 
de  Nast  1959  (then  motto:  "C^lass, 
not  mass")  for  $5  million  as  anniver- 
sary present  to  wife:  "She  asked  for  a 
fashion  magazine,  and  I  went  out  and 


got  her  Vogue."  Attracted  legend- 
making  talent:  Vogue  editor  Diana 
Vreeland,  Conde  Nast  editorial  direc- 
tor Alexander  Liberman.  Samuel's 
death  1979  brought  estate  tax  cases 
(2  setded  favorably,  1  to  go).  Sons 
expanding  empire:  29  newpapers  (to- 
tal circ.  over  3  million),  17  magazines, 
books,  cable  TV  ( 1 .2  million  subscrib- 
ers), etc.  Si:  NYC.  63.  Divorced,  re- 
married; 3  children.  Supervises  maga- 
zines (New  Yorker,  Vogue,  Gourmet, 
Vanity  Fair,  Parade,  etc.).  Random 
House.  Introverted,  dedicated  art 
collector;  workday  starts  4:45  a.m. 
Son  Samuel  111,  Jersey  Journal  pub- 
lisher. Donald:  62.  Married,  3  chil- 
dren. Advance  Publications  presi- 
dent; runs  newspapers,  cable  TV.  Son 
Steven,  Jersey  Journal  editor.  Si, 
Donald  share  empire  worth  over  $5.6 
billion. 


Sumner  Murray  Redstone 

Movie  theaters,  Viacom.  Newton 
C'entre,  Mass.  68.  Married,  2  chil- 
dren. Son  of  drive-in-theater  owner. 
Boston  I  atin  School,  broke  Japanese 
codes  WWII.  Ciraduatcd  Har\ard 
Law  in  top  12  of  class  1947.  Brief  stint 
with  Justice  Department,  then  en- 
tered father's  business  1954.  Took 
over,  built  National  Amusements  Inc. 
to  650  plus  screens  U.S.,  U.K. 
Reaped  big  gains  in  1980s  as  investor 


in  Twentieth  Centurj'  Fox,  Columbia 
Pictures  takeover,  mgm/ua  home  vid- 
eo buyback.  Survived  1979  Boston 
hotel  fire  by  clinging  to  ledge.  Bought 
entertainment  giant  Viacom  (Show- 
time, The  Movie  Channel,  mtv,  ca- 
ble, radio,  TV  stations)  in  S3.2  billion 
hostile  takeover  1987:  "What  did  I 
know  about  mtv?  I  only  knew  I 
couldn't  stand  looking  at  it."  Took 
public  next  day;  his  shares  then  valued 
$2.8  billion:  Net  worth  nearly  tripled 
with  one  stroke.  Batded  John  Kluge 
(which  see)  for  Orion  Pictures;  lost — 
but  $18  million  profit.  Fiis  National 
Amusements  plus  Viacom  shares  still 
worth  $2.8  billion:  another  S3-bil- 
lion-plus  to  go  to  top  Kluge.  "Great 
successes  are  built  on  failures  and 
calamities  and  frustrations,  not  on 
small  successes." 

Leslie  Herbert  Wexner 

The  Limited,  Inc.  Columbus,  Ohio. 
54.  Single.  Son  of  Bella  Wexner 
(which  see),  who  married  a  Russian 
immigrant;  their  apparel  store  called 
Leslie's  after  their  son.  Leslie  quit  law 
school  1961,  joined  parents;  frustrat- 
ed, left  to  do  it  his  own  way  in  1963 
with  $5,000  loan  from  aunt.  Named 
venture  the  Limited — limited  to  wo- 
men's sportswear.  First  year's  sales: 
$160,000.  Began  to  build  national 
chain  after  first  5  stores  went  public 
1969.  Later  borrowed  to  begin  acqui- 
sitions: Lerner  Stores,  Henri  Bendel, 
Abercrombie  &  Fitch,  Lane  Br\ant, 
Victoria's  Secret.  Eventually  moved 
into  men's,  children's  apparel  after 
women's  slumped  late  1980s.  Today 
among  largest  specialty'  and  mail-or- 
der retailers  (1990  revenues,  S5.3 
billion),  nearly  4,000  stores  nation- 
wide. "The  future  is  in  the  hands  of 
the  new  businesses,"  says  Wexner  of 
company.  "Each  has  enormous 
growth  potential.''  Has  getaway  in 
Aspen,  jogs  regularly.  His  Limited, 
Sotheby's  stock,  other  assets  worth 
some  $2.5  billion. 

Paul  Gardner  Allen 

Microsoft.  Mercer  Island,  Wash.  38. 

Single.  Left  college  to  start  Microsoft 
C'orj">.  in  1975  with  schtx)!  friend 
William  H.  Gates  III  (which sec).  Di- 
agnosed with  Htxigkin's  disease  in 
1983,  left  Microsoft.  Disease  in  rc- 
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NEVER, 

NEVER, 

NEVER  COMPROMISE  QUALITY, 

EVER. 


What's  , 

uncommon  about 
the  Common 
Market? 


The  momentum  is  beginning  to 
_^^^^^^^  pick  up.  The  Single 
Eliminating  European  i\/1arket  is 

national  bound-      no     longer    just     a 
aries  in  your  vision.    It   will    soon 

business  will  not     become  a  reality. 
necessarily  lead  The    closer    the 

to  boundless  date    of   January    1, 

growth.  1993       approaches, 

"^^"^"^^^  the  fewer  the  re- 
maining obstacles  to  European 
economic    integration.    Some    of 


these  impediments  are  small  and 
some  are  large. 

But  of  one  thing  you  can  be 
certain:  they  are  definitely  being 
overcome. 

The  political  will  is  there,  and 
much  of  what  still  divides  the 
twelve  member  states  is  on  its  way 
out. 

But  even  with  all  the  necessary 
European  unification  measures, 
just  how  uncommon  will  the  Com- 


mon Market  actually  be  in  just  a 
couple  of  years? 

The  experts  all  agree:  the 
Europe  of  the  future  will  continue  to 
be  characterized  by  contrast  and 
complexity. 

Not  only  because  of  its  great 
linguistic  and  cultural  diversity. 

But  because  Europe  is  about  to 
be  transformed  into  a  continent  of 
regions  rather  than  of  separate 
nations. 


^ 


Regions  which  are  above  all 
engaged     in     strong     economic 

competition. 

« 

Regions  which  have  numerous 
ways  of  presenting  themselves  in 
the  best  possible  light  -  a  situation 
which  complicates  decision-mak- 
ing for  potential  investors. 

Fortunately,  there  is  something 
uncommon  which  is  common  to 
the  entire  Common  Market. 

Dresdner  Bank. 


forretning 


epYQOia 


zaak 


afFare 


negocio 


affaire 


Already  today,  throughout 
Europe,  you'll  find  us  where  it 
counts. 

Our  experienced  local  spe- 
cialists can  provide  you  with  crucial 
support,  all  the  way  from  over- 
coming the  language  barrier  to 
helping  you  pin  down  the  ideal  site 
for  your  new  business  operations. 

And  thanks  to  our  specialized 
international  bank  in  Luxembourg, 
Europa  Bank,  we  can  put  together 


complex  packages  including  vari- 
ous regional  European  subsidies 
and  EC  support  programs,  thereby 
satisfying  the  most  demanding  of 
financing  requirements. 

For  you  see,  while  others  were 
just  beginning  to  think  European, 
Dresdner  Bank  was  already  taking 
action. 

Dresdner  Bank. 

An  uncommon  bank.  For  an 
Uncommon  Market. 


I 


Dresdner  Bank 


/> 
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OVER  $2,000,000,000 


mission.  Founded  own  company, 
Asymetrix  Corp.  (situated  a  few  miles 
from  Microsoft)  1985,  independently 
pursues  original  software  technol- 
ogies. First  product  ToolBook,  1990, 
already  revised;  mixed  reviews.  Says 
"great  wealth  gives  you  more  flexibil- 
ity."^ Passion  for  basketball,  so  bought 
Portland  Trail  Blazers  in  1988:  "a 
dream  come  true."  Recently  bought 
private  jet  to  attend  meetings  and 


for  $1.2  billion  1988.  Edgar  chair- 
man, CEO  since  1971.  Son  Edgar 
Bronfman  Jr.  corporate  heir  apparent. 
Sr.  also  president  World  Jewish  Con- 
gress, recently  met  with  Polish  Presi- 
dent Lech  Walesa,  praising  him  for 
role  in  overthrow  of  communism. 
"For  that,"  Edgar  said,  "the  whole 
world  admires  and  thanks  you."  Ed- 
gar's stock,  other  assets,  estimated 
over  $2.3  billion. 


Eighth-ranked  Warren  Edward  Buffett,  Salomon  Brothers'  new  chairman 
Cleaning  Salomon's  image  is  an  unexpected  drain  on  Buffett's  time. 


games.  Useful  last  year:  team  made  it 
to  playoffs.  Has  own  court  in  back- 
yard. Pursuing  new  arena  for  team, 
building  new  house  for  himself  Hob- 
bies: sailing,  guitar,  chess,  when  not 
counting  his  stock,  other  assets,  re- 
cently worth  over  $2.4  billion. 

Edgar  Miles  Bronfman  Sr. 

The  Seagram  Co.,  Ltd.  NYC  62.  Mar- 
ried 4  times  (twice  to  same  woman), 
now  divorced;  7  children.  Moved  to 
NYC  1955,  became  U.S.  citizen  1959. 
Son  of  Samuel  Bronfman  of  C'anada, 
who  in  1928  bought  out  distillcr\- 
rival  Joseph  E.  Seagram  &  Sons,  Inc. 
Waxed  fat  on  U.S.  Prohibition.  Sea 
gram,  based  in  Montreal,  since  built 
into  one  of  world's  leading  liquor  and 
wine  producers  ( 1990  re\enues,  $6. 1 
billion);  owns  24.5%  Du  Pont,  largest 
North  American  chemical  compans'. 
Acquired    Tropicana   Products,   Inc. 


Ted  Arison 

Carnival  Cruise  Lines.  Tel  Aviv.  67. 
Divorced,  remarried;  2  children  by 
first  marriage,  1  adopted  in  second. 
Born  in  Israel  to  shipping  family. 
Joined  British  army  WWII;  fought  in 
Israel's  War  of  Independence  1948. 
To  U.S.  1952,  began  marketing 
cruises  of  Norwegian  Caribbean 
Lines  mid-1960s.  After  bitter  split 
with  partner,  launched  Carnival 
Ouise  Lines  1972.  Two  years  later 
went  bust,  bought  out  partner  Me- 
shulam  Riklis  for  $1.  Bet  on  gam- 
bling, discos  to  boost  revenues.  Hit 
jackpot:  C>arnival  now  world's  largest 
cruise  line,  nearly  1  million  passengers 
last  year.  New  Ecstasy  and  Fantasy 
ships  added,  over  2,000  berths.  Other 
\enturcs  (share  of  Miami  Heat  bas 
ketball  squad,  real  estate,  new  Baha 
mas  casino.  Ensign  Bank)  less  success- 
ful. I  luge  donor  to  group  he  founded 


1982:  National  Foundation  for  Ad- 
vancement in  the  Arts.  Retired  No- 
vember to  birthplace  Tel  Aviv;  left  son 
Micky  at  Carnival's  helm.  Persian 
Gulf  war,  higher  oil  prices,  led  to 
short-term  cost  hikes.  Micky:  "We  are 
recession-resistant — not  recession- 
proof"  But  with  cruises  at  full  capaci- 
ty', Arison  still  worth  at  least  S2.3 
billion. 


Jay  Arthur  Pritzker 
Robert  Alan  Pritzker 

Brothers.  Finance,  manufacturing. 
Grandfather  Nicholas  Pritzker  came 
to  Chicago  from  Kiev  1881;  started 
law  firm  1902;  joined  by  his  3  sons, 
still  Pritzker  &  Pritzker  today.  One 
son,  Abram  (A.N.),  got  out  of  law 
into  real  estate,  light  manufacturing 
late  1930s;  d.  1986.  A.N.'s  sons  mul- 
tiplied holdings.  Financial  wizard  Jay: 
69.  Married,  4  children.  Studied  law, 
used  father's  credit  to  finance  own 
deals.  Started  Hyatt  hotels  1957;  long 
run  by  brother  Donald  (d.  1972); 
known  for  extra\agant  architecture; 
expanding  under  Jay's  son  Thomas; 
new  division  Classic  Residence  offers 
luxur)'  retirement  centers,  run  by 
Donald's  daughter  Penny.  Robert: 
65.  Twice  divorced;  5  children.  Con- 
sidered family  engineer.  Runs  over  60 
low-tech  manufacturing,  ser\ice  firms 
through  Marmon  Group  ( 1990  sales, 
$3.8  billion).  Family  also  owns  Tick- 
etMaster,  smokeless  tobacco  compa- 
ny Conwood,  about  one-third  of 
Royal  Caribbean  Cruise  Lines,  etc.; 
real  estate.  Total  fortune  estimated 
$4.5  billion. 


Henry  Ross  Perot 

Hlectronic  Data  Systems.  Dallas.  61. 
Married;  4  daughters,  1  son.  Son  of 
Texas  cotton  broker.  Described 
"business  school"  as  watching  father 
deal  with  pix)r  Fast  Uexas  cotton 
farmers.  Fagle  scout.  Annapolis.  Dis- 
satisfied with  skiw  promotii>ns,  left 
Na\\  after  4  years  for  IBM  sales  job. 
Pioneered  brokering  of  computer 
time  to  increase  sales;  accepted  com- 
mission cut  to  get  sales  quota  in- 
creased. Ad\ancement  again  icxi 
slow.  Fomied  fds  1962  wii^h  $1,000 
(^f  wife's  savings  w  hen  ib.nj  declined  to 
sell  data  priKCssing  services.    Paper 


156 


Forbes  400  ■  CXtobcr  2 1 .  1991 


or.^. 


frsianj 
edto 


Questions  Commonly 
Held  Precepts 


fare 


Initial  Hooks. 
Acquisitive 
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Parker  Insignia: 
Iblished 


The  deep,  rich,  black  ^oss  firush 

of  the  Parker  Insignia  u.as  adueved  throu^ 

a  painstaking  process  that  actually 

"hakes"  black  lacquer  onto  the  pen. 

It's  one  often  distinctiK>e  finishes  aKailable 

from  around  $25  to  $100. 

Call  l'800'356'4556for  your  nearest 

Insignia  dealer  or  for  corporate  gift  inquiries. 
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Wherever  your  busines 
the  Gulfstream  IVcan  tab 


Some  people  seem  to  believe  that  as  you  go 
up  the  ladder  in  business  jets,  you  run  out  of 
things  the  airplane  can  do. 

The  way  they  see  it,  by  the  time  you  get  to 
the  Gulfstream  IV,  which  is  at  the  very  top, 
the  only  thing  it  is  good  for  is  to  fly  the  long 
intercontinental  missions. 

Exactly  the  opposite  is  true,  of  course. 


As  a  business  jet  gets  bigger,  as  its  flight 
management  and  aircraft  systems  get  more 
advanced,  as  its  engines  become  more  akin  to 
those  that  power  airliners,  and  the  wider  its 
performance  envelope  becomes,  the  more  it 
can  do. 

That  certainly  is  the  case  with  the 
Gulfstream  IV. 


'  ( 


©Gulfstream  Acrosiwcc  Corporation,  I'C).  Box  ^206,  Savannah. ( .corgia  31402  USA 


jiakes  you, 
you  there. 


A  well-managed  Gulfstream  IV  can 
become  a  unique  asset  in  a  corporate  aircraft 
operation.  In  fact,  it  is  perfectly  plausible  to 
expect  this  one  amazing  machine  to  do  as 
much  as  two  lesser  aircraft,  and  perhaps 
even  more. 

There  is  no  question  about  its  long-range 
prowess.  The  Gulfstream  IV  has  the  endur- 
ance and  speed  to  fly  nearly  5,000  statute 
miles  non-stop  in  about  9.5  hours;  the  reliabil- 
ity of  its  engines  and  systems  helps  make  every 
hour  pass  placidly;  and  a  big,  roomy  cabin 
makes  every  mile  go  by  comfortably 

It  brings  these  same  capabilities  to  shorter 
trips  and,  in  the  right  hands,  does  it  with  sur- 
prising efficiencies  and  cost-effectiveness.  In  a 
survey  of  Gulfstream  IV  operators  by  a  major 
aviation  publication,*  most  reported  that 
"they  have  found  the  Gulfstream  IV  to  be  eco- 
nomically practical  for  trips  ranging  anywhere 
from  one  hour  to  9. 50  hours  in  duration. . . ". 

Its  size  is  a  plus  in  helping  achieve  optimum 
utilization.  The  Gulfstream  IV  can  take  more 
passengers  farther  faster  than  any  other  busi- 
ness aircraft.  (And,  in  our  experience,  people 
seldom  pass  up  the  opportunity  to  ride  in  it 
and  pilots  always  want  to  fly  one.) 

Despite  its  size,  the  Gulfstream  IV  can  get 
into  and  out  of  hundreds  of  airports  where 
you  normally  find  only  smaller  jets.  And  that's 
not  simply  because  of  its  sparkling  perform- 
ance, but  because  it  is  also  a  good  neighbor 

Few  airports  are  more  noise-sensitive  than 
Washington's  National  Airport;  the  FAA  says 
the  Gulfstream  IV,  with  its  Rolls-Royce  Tay 


engines,  is  quiet  enough  to  come  and  go  there 
anytime,  day  or  night.  (It  all  suggests  you  can 
plan  on  going  almost  anywhere  you  want  to 
go- which  is  the  fundamental  reason  to  oper- 
ate any  business  jet.) 

In  short,  the  Gulfstream  IV  has  an 
uncommon  versatility  that  makes  it  uncom- 
monly productive. 

We  can  show  you  why  and  how  this  hap- 
pens on  an  actual  business  trip  you  and  your 
key  executives  have  to  take  somewhere  at 
home  or  abroad. 

If  you  need  to  go  5,000  miles  non-stop,  fine. 

If  you  need  to  go  where  airline  service  is 
impractical  or  impossible,  we  can  show  you 
how  easy  the  Gulfstream  IV  makes  it  to  get 
to,  not  merely  one  place  but  several,  and  have 
you  home  again  in  a  single  day 

If  we  can  have  the  time  to  show  you  how  the 
Gulfstream  IV  does  both,  so  much  the  better 

What's  important  is  that  you  have  the 
opportunity  to  put  the  Gulfstream  IV  in  its 
proper  perspective. 

The  person  who's  ready  to  see  that  you  get 
that  chance  is  Robert  H.  Cooper,  Senior  Vice 
President,  Gulfstream  Marketing,   i^^ii 

Call  him  at  (912)  964-3292.  wll 


The  Gulfstream  IV 

Uncommonly  versatile, 
uncommonly  productive. 


H 


Gulfstream  Marketing  Regional  U.S.  offices  are  Northeast  (2031 677  7666  and  (201 )  335-6676;  Midwest  (708)  571  6606: 
Mid-Atlanlic/Southeast  (912)  964-3283;Southwest  (713)  782-6782and  (214)490-1055;  \Vfestem(213)420-5059and  (415)  283-8590. 

•"Gulfstream  IV  Operators  Survey."  &i5//;es5<S  Commercial  Aviathn.  August  1989. 
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billionaire  1969.  Crashed.  Recov- 
ered. Sold  80%  to  GM  for  SI .4  billion 
1984  and  remaining  20%  in  1986.  Set 
up  Perot  Systems  1988  to  compete 
with  EDS.  Also  some  22,000  acres 
surrounding  Dallas;  includes  Alliance 
Airport  where  Ross  Jr.  plans  world 
manufacturing  center.  Eyeing  Conti- 
nental Airlines,  et  al.  Patriotic,  tough. 
Sohed  own  Iranian  hostage  crisis 
1979:  Perot,  team  of  EDS  employees 
flew  successful  rescue  mission,  jail- 
break,  540 -mile  smuggle  to  Turkish 
border  for  2  captured  EDS  employees. 
Offered  to  transport  families  to  visit 
Panama  wounded.  ""You  can  put  me 
on  your  list  as  worth  a  dollar."  Plus 
estimated  S2.2  billion. 

Forrest  Edward  Mars  Sr. 
Forrest  Edward  Mars  Jr. 
John  Franklyn  Mars 
Jacqueline  Mars  Vogel 

Candy,  pet  food.  Son,  2  grandsons 
and  granddaughter  of  Frank  and 
Ethel  Mars,  Seattle  candymakers.  Af- 
ter two  failures,  1914  bankruptc)', 
moved  to  Minnesota  1920;  struck  it 
rich  uith  Milk\-  Way  recipe  1923. 
Frank  (d.  1934)  financed  son  For- 
rest's British  candy  business  to  keep 
him  out  of  U.S.  business.  Forrest  Sr.: 
Las  Vegas.  80s.  Widowed;  2  sons,  1 
daughter.  Built  empire  in  Europe, 
returned  1940  one-third  owner  Mars, 
Inc.;  added  m&ais.  Uncle  Ben's  rice. 
Bought  out  half-sister,  won  control 
from  rest  of  family  1964.  Built  into 
one  of  world's  largest  candy  compa- 
nies; also  Kal  Kan  pet  foods,  etc. 
Estimated  1990  sales  over  S9  billion. 
Tenets:  qualit)'  ( "the  consumer  is  our 
boss" ),  cheap  packaging  ( "they  don't 
eat  the  paper"),  fanatic  cost  control, 
cleanliness  at  plant.  Retired  1973, 
Forrest  now  runs  fine  chocolate  bou- 
tique Las  Vegas.  Religious:  "I  pray  for 
Milky  Way,  I  pray  for  Snickers."  For- 
rest Jr:  McLean,  Va.  60.  Married,  4 
daughters.  Secretive  like  father. 
Trained  in  company's  Dutch  unit. 
Now  coprcsidcnt,  considered  ceo. 
Pushed  new  candy  image  as  encrg>' 
food;  added  granola  bars,  noncandy 
snacks.  John:  Arlington,  Va.  56.  Mar- 
ried; 1  son,  1  daughter.  Said  to  have 
inherited  father's  brusque,  autocratic 
manner;  began  in  Australia  operation, 
now   coprcsidcnt.    Jacqueline:    Bed 


minster,  N.J.  51.  Divorced,  remar- 
ried; 3  children.  Director.  Siblings 
said  to  own  Mars,  yet  final  word  still 
father's.  With  over  50  autonomous 
units  worldwide,  sun  never  sets  on 
Mars  empire;  four  share  company 
worth  estimated  S8  billion. 

Barbara  Cox  Anthony 
Anne  Cox  Chambers 

Sisters.  Inheritance.  Father  James  M. 
Cox,  a  countA'  schoolteacher  who 
bought  Da\ton  (Ohio)  Dailv  News 
1898  for  526,000.  Three-time  Ohio 
governor;  lost  to  Warren  G.  Harding 
1920  as  Democratic  presidential 
nominee.  Lefi:  politics,  returned  to 
press.  Bought  Adanta  Journal  1939, 
Adanta  Constitution  1950.  Merged, 
now  flagship  of  newspaper  empire. 
Son  James  Jr.  took  over  after  father's 
death  1957,  moved  into  cable  T\',  d. 
1974;  sisters  have  98%  ownership. 
Gave  control  first  to  Barbara's  hus- 
band. Garner  Anthony,  then  to  Bar- 
bara's son,  James  C.  Kennedy,  43, 
1988.  Cox  Enterprises  now  17  dai- 
lies, 7  weeklies,  7  major  T\'  stations, 
14  radio,  enormous  cable  empire 
(over  1.6  million  subscribers).  Also 
Manheim  Auctions,  nation's  largest 
car  auction.  Barbara:  Honolulu.  68. 
Divorced,  widowed,  remarried;  2 
children.  More  reclusive  sister,  owns 
ranch  in  Australia;  chairwoman  Day- 
ton papers.  Anne:  Adanta.  71.  Twice 


divorced,  3  children.  Adanta  socialite. 
Sened  as  old  ftiend  Jimmy  Carter's 
ambassador  to  Belgium  but  asserts 
she  is  "basically  a  peasant."  Chair- 
woman Adanta  papers.  Two  sisteri 
share  estimated  54  billion  fortune. 

Charles  de  Ganahl  Koch 
David  Hamilton  Koch 

Brothers.  Oil.  Sons  of  Fred  (d.  1967), 
cofounder  Winkler- Koch  Engineer- 
ing Co.  1925.  Developed  thermal 
cracking  refining  process  used  to  ex- 
tract gasoline  from  crude  1928; 
U.S.S.R.  was  a  customer.  Early 
( 1958)  member  John  Birch  Society . 
Sons  inherited  S250  million  ( sales)  oil 
marketer;  renamed  Koch  Industries. 
Charles  (3  MiT  degrees;  became 
workaholic  chairman;  bought  refin- 
en,',  then  chemicals,  pipelines,  ranch- 
ing. Koch  Industries  now  second - 
largest  (in  revenues)  family-owned 
business  in  U.S.,  after  Cargill:  sales 
over  SI 7  billion.  Charles:  Wichita, 
Kan.  55.  Married,  2  children.  Da\id: 
NTC.  51.  Single.  Joined  Koch  1970, 
now  executive  \T;  1980  Libertarian 
\T  candidate.  Sunived  Los  Angeles 
USAir  crash  1991;  22  passengers 
died,  including  "the  beautiful  stew- 
ardess who  sened  me."  Family  fight 
1981-83  over  control  with  brothers 
Fred  and  William  (which  see):  Bill 
(Da\id's  twin)  claimed  Charles 
hoarded  power,  withheld  informa- 


Ninth-ranked  and  publicity-shy  Henry  Lea  Hillman 
"Tlie  wtiale  only  gets  harpooned  wtwn  he  spouts." 
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The  Slower  The  Haps, 
The  Better  The  Watch. 
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AFTER  1  1  6  YEARS,  THE  ENGINEERS 
AT  BULDVA  STILL  BELIEVE  A  WATCH  IS 
ONLY  AS  BODD  AS  THE  HANDS  THAT 
GD  INTO  IT.  SD  TD  CREATE  THE  NEW 
ACCUTRDN  CDLLECTIDN,  WE  CALLED 
UPON  THE  HANDS  OF  OUR  AMERICAN 
ARTISTS     FDR     A     CLASSIC     THREE     TIERED 

DESIGN.    Then    we     enlisted    the 


HANDS    DF    Swiss    craftsmen 

TD  MAKE  CERTAIN  THAT  EACH 
WATCH  IS  PRECISIDN-MADE 
WITH     THE     FINEST 


materials 

from   our   quartz 

tuning    fdrk    movement   to 

custom    painted    date    dial. 

it's   this    degree   of   detail 

which   allows    us  to   offer 

our  umited  25  year 

w  a  r  r  a  n  ty 

And  to  en 


SURE    THAT 


WHEN    AN 


ACCUTRDN 
TIMEPIECE 
PASSES    FROM    OUR 
HANDS    TO    YOURS. 
ITS     BEAUTY    AND 
QUALITY       WILL 

LAST      FOR  ACCITRON 

DECADES. 


B    U     L    O    V     A 


Available  at  Fortunojf. 

Ol99I.BulonCa(pannoa.  Vcuf too*  «»J  ihc  tumng  fotk  »rn*ol «  Kjmtfid  tna«pi«ki  of  dw  Buk«  Ojqioo^ 


~inii"i  <»iiui.«p  I  own  iiwnuiiiiV 


OUER  $1,500,000,000 


tion;  sued  for  mismanagement. 
Charles:  Bill  had  "various  psychiatric 
ailments."  Setded.  Fred  and  William 
bought  out  for  close  to  $1  billion. 
David:  "They  wanted  the  cash  -and 
they  got  it.  But  we  got  the  company." 
Company  subject  of  1989  Senate  in- 
\estigation  on  stealing  oil  from  Indi- 
ans in  Southwest:  David  and  Charles 
charge  plot  by  William  to  discredit 
business.  Brothers  share  company 
worth  estimated  $3.6  billion. 


Ronald  Owen  Perelman 

LBOs.  NTC.  48.  Divorced,  remar- 
ried; 5  children.  Exposed  to  business 
at  father's  metal-fabricating  outfit  in 
Philadelphia;  WTiarton  business 
school.  In  1978  borrowed  $1.9  mil- 
lion to  buy  minorit}'  interest  in  jeweln/ 
distributor;  proceeded  to  build  into 
MacAndrews  &  Forbes  conglomer- 
ate, using  debt  from  Drexel.  Con- 
structed money  machine:  buy  under- 
valued assets,  divest  all  but  cash  cows, 
bag  bigger  game.  Nailed  Revlon  for 
S3  billion  1985,  failed  in  $4.1  billion 
bid  for  Gillette.  This  year  addressed 
paydown  of  debt  now  known  to  be  $4 
billion  at  peak:  cut  National  Health 
Laboratories  (medical  testing)  stake 
to  42%  from  82%;  sold  Max  Factor, 
Beatrix  cosmetics  to  Procter  &  Gam- 
ble for  $1.14  billion;  IPO  of  comics 
publisher  Marvel  Entertainment.  Still 
has  First  Gibraltar  S&ls,  camping 
and  outdoor-equipment  maker  Cole- 
man Cos.  Total  net  worth  now  esti- 
mated $1.8  billion. 


Da\id  Packard 

Hewlett-Packard.  Los  Altos  Hills, 
Calif  79.  Widowed,  4  children.  At 
Stanford,  Phi  Beta  Kappa,  football 
end,  hurdler.  Founded  Silicon  Valley 
giant  with  college  buddy  William 
Hewlett  (which  see)  1939.  Dave  han- 
dled business  side;  Bill,  engineering. 
After  unsuccessful  stab  at  marketing 
things  like  bowling  foul-line  indica- 
tors, hit  big  time  with  audio  oscilla- 
tors. Later  innovations:  hand-held 
calculators,  Lascrlct  printer.  With 
91,500  employees,  HP's  1990  sales 
$13.2  billion.  Nixon's  Secretar)'  of 
Defense  1969-71;  chairman,  Rea- 
gan's Blue  Ribbon  Commission  on 
Defense  Management  1985-86.  Like 
buddy  Hewlett,  huge  philanthropist: 


JayVanAndel,  $2.9  billion 
Big  dollars  in  America . . 


$70  million  to  Stanford  for  children's 
hospital,  many  HP  shares  to  his  foun- 
dation. Has  played  small  daih-  role  in 
recent  years,  but  returned  to  more 
active  management  to  pull  company 
out  of  slow  times.  Now  heading  suc- 
cession committee  in  charge  of  orga- 
nizational realignment,  which  means 
"We  are  probably  going  to  have  to 
make  painful  reductions  in  some 
places."  His  13.7%  of  Hewlett-Pack- 
ard worth  $1.7  billion. 


Richard  Marvm  DeVos.  $2  9  billion 
. . .  billions  more  in  Japan. 


tions  that  ha\e  lately  shown  our  col- 
lection ...  I  happen  to  believe  in 
strength  going  to  strength."  Extraor- 
dinan'  philanthropist:  gift  plans  over 
$1  billion,  including  S21  million  to 
U.  of  Pa.  1989,  S50  million  to  United 
Negro  College  Fund  1990.  His  cut 
Triangle  sale,  art,  GM  stock  estimated 
SI. 6  billion  net.  His  5  sisters  and 
families  of  2  deceased  sisters  also  have 
share  sale  proceeds,  GM  stock,  esti- 
mated S860  million. 


Walter  HubeH  Annenberg    Robert  Muse  Bass 


Publishing.  Wynnewood,  Pa.;  Ran- 
cho  Mirage,  Calif  83.  Divorced,  re- 
married; 1  daughter  ( 1  son  deceased). 
Son  of  Moses  Annenberg  (d.  1942), 
founder  of  precursor  to  Triangle  Pub- 
lications (Philadelphia  Inquirer,  Daily 
Racing  Form).  At  32,  VV'alter  inherit- 
ed debt-ridden  company,  expanded. 
Started  T\'  Guide  1953,  with  15  mil- 
lion subscribers  the  nation's  second- 
largest-circulation  magazine.  Also  be- 
gan Seventeen,  Good  Food;  sold  In- 
quirer 1970.  Scored  eyebrow- raising 
$3.2  billion  sale  of  Triangle  to  Rupert 
Murdoch  (which  see)  1988.  .\rt  col- 
lector; paid  $41  milli(Mi  for  1905 
Picasso  in  1989.  Long  awaited  word 
on  collection:  over  50  paintings  to 
NYC  Metropolitan  Museum  of  Art 
despite  reported  $1  billion  otlcr. 
"Much  as  1  respect  the  other  institu 


Oil,  investments.  Fort  Worth.  43. 
Married,  2  children.  Third  son  of 
oilman  Perr)-  Richardson  Bass,  who 
expanded  oil  holdings  inherited  ft-om 
t\coon  uncle  Sid  Richardson  (d. 
1951).  Perr>'  retired  1968,  left  family 
empire  to  sons.  Eldest,  Sid  (which see; 
also  Lee,  Edward)^  diversified  into 
stock  (Disney,  Texaco,  etc.),  real  es- 
tate. Robert  1  Andover,  Yale,  Stanford 
business  schcx^h  felt  overshadowed, 
split  off  1983,  mo\cd  one  floor  down 
in  Bass-built  Fort  Wonh  office  tower. 
Sold  most  of  Disney  stake,  went  on 
dealmaking  fi-enz\-:  media  (Taft 
Broadcasting,  cable  n.  Times  Pub- 
lishing), real  estate  (sold  Pla/a  to 
Trump  for  profit),  infonnation 
(bought  Bell  &:  Howell,  bid  tor  Mac- 
millaiiK  N\>w,  with  Equitable  Life,  in 
Acadia  Partners:  Butler  .\\iation,  Na- 
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Donald  Edward  Newhouse  and  Samuel  Irving  Newhouse  Jr.,  worth  $2.8  billion  each 
Damn  the  media  recession.  Expand  ahead. 


tional  Reinsurance  Corp.,  Easco 
Corp.  Obsessively  private,  imposes 
strict  code  of  secrecy  on  employees. 
Net  worth  believed  to  be  at  least  $1.6 
billion. 

Lester  Grown  and  family 

Inheritance,  industrialist.  Wilmette, 
111.  66.  Married,  7  children  (3  in 
business).  Son  of  renowned  Chicago 
financier  Henrv^  Crown  ne  Krinsk)'  (d. 
1990),  who  with  2  brothers  created 
building  supply  Material  Service  Co. 
1919.  Cost  advantages  helped  oudast 
fierce  Depression  competition,  gain 
dominant  market  share  aft:er.  Re- 
search, bold  negotiations  emblems  of 
career.  Colonel  during  WWII: 
"When  the  Colonel  gets  into  a  deal, 
he  knows  the  size  of  your  under- 
wear." Posnvar,  took  advantage  of 
leverage,  tax  loopholes;  purchased 
large  stakes  in  stocks,  real  estate. 
Merged  with  General  Dynamics 
1959;  sold  preferred  stock  he  got, 
later  bought  common  on  open  mar- 
ket, ousted  management,  effected 
turnaround.  Son  Ixster,  conservative 
chemical  engineer,  Har\'ard  M.B.A., 
devout  family  man,  currently  controls 
foruine,  much  in  family  trusts.  On 
rumors  may  buy  back  gd  stock  after 
stellar  Mideast  performance  of  weap- 
ons: "There's  no  basis  .  .  .  it's  a  non 


event."  Amid  family  infighting, 
bought  out  cousins  who  opposed 
Lester's  management  1990.  Sepa- 
rately, in-law  Schine  family  suing  over 
Lester's  30-year  administration  of 
trusts:  "This  just  proves  that  no  good 
deed  goes  unpunished."  Amid  legal 
knots.  Crown  fortune  estimated  to  be 
SI. 6  billion. 


Edward  John  DeBartolo 

Shopping  centers.  Boardman,  Ohio. 
82.  Widowed;  1  son,  1  daughter. 
Father,  Anthony  Paonessa,  died 
months  before  birth  of  Mr.  D,  who 
took  stepfather's  name.  At  13,  wTote 
contracting  bids  for  non-English- 
speaking  stepfather.  Mother  scuttled 
his  plans  to  be  truck  driver,  pushed 
him  to  Notre  Dame.  Studied  civil 
engineering;  Army  engineer  WWII. 
Took  over  stepfather's  firm  1944. 
Built  first  strip  shopping  center  1948: 
"I  would  like  to  know  that  what  I  am 
doing  could  go  on  endlessly."  Giant 
gamble  for  him  at  time.  Gambled 
again  196Qs:  huge  regional  malls, 
large  Florida  land  holdings.  Now 
"King  of  Plazas,"  over  75  million 
square  feet  owned.  Also  sports  (son's 
San  Francisco  [football]  49ers,  Pitts- 
burgh [hockey]  Penguins,  3  race- 
tracks), hotels,  oftice  space:  "I  stick 
mv  nose  in  cvcr\thinui."  Still  main 


tains  discipline  of  daily  5  a.m.  rise:  "I 
get  here  at  5:30  every  morning  and 
stay  until  6:30  or  7:00."  He  means 
p.m.  Net  worth  estimated  some  SI. 4 
billion. 

Samuel  Jayson  LeFrak 

Lefrak  Organization.  Real  estate. 
NTC.  73.  Married,  4  children.  Sam 
joined  French  immigrant  father's 
construction  firm  after  U.  of  Mary- 
land, took  over  1948.  Became  na- 
tion's largest  private  landlord:  devel- 
oped over  200,000  apartments  (cur- 
rendy  owns  94,000),  for  "the  mass, 
not  the  class."  Continuing  600-acre, 
SIO  billion,  mixed-use  waterfi-ont 
site,  Newport,  N.J.,  including  1.2- 
miUion-square-foot  Newport  Centre 
Mall  with  Mel  Simon  (which  see). 
"Eighth  wonder  of  the  world,"  re- 
ported to  be  experiencing  "financial 
difficulties"  wid.  some  rental  units, 
now  under  watchfiil  eye  of  fh.\,  which 
insured  mortgage.  Son  Richard,  46, 
president.  Also  smaller  interests:  en- 
tertainment, music  publishing,  copy- 
rights, oil  and  gas.  "The  music  busi- 
ness is  like  real  estate,  except  you 
don't  have  to  paint  it  ever\'  two 
years."  Knighted  by  kings  of  Norway, 
Sweden.  Collects  art.  Net  worth  esti- 
mated about  SI  .4  billion. 

Robert  Edward 
(Ted)  Turner  m 

Turner  Broadcasting  System.  Ros- 
well,  Ga.  53.  Twice  divorced,  5  chil- 
dren. Engaged  to  Jane  Fonda.  Kicked 
out  of  Brown  U.  Took  over  late  fa- 
ther's billboard  company  at  24,  par- 
layed into  T\"  stations.  Acquired  At- 
lanta's independent  Channel  17 
1970,  built  TBS,  first  "sujxrstation" 
exploiting  satellite  transmission 
1976;  pioneered  satellite  cable  T\' 
news  network  1980.  Built  company: 
today,  entertainment  (46%,  1990  op- 
erating profits)  includes  tbs  Super- 
Station,  TNT  cable  nervvork;  news 
(28%)  includes  cnn.  Headline  News; 
syndication/licensing  (19%)  includes 
MC.M  film  librarv-,  etc.;  sports  (2%) 
includes  .\tlanta  (baseball)  Bra\*cs, 
96%  Atlanta  (basketball)  Hawks.  Ca- 
ble revolution  he  foresaw ,  pioneered, 
getting  closer:  "At  the  current  rate, 
we  should  catch  the  big  three 
networks."  Failed  bid  tor  v.  Bs  1986. 
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Once  dubbed  the  "Moudi  of  the 
Soiidi,"  sounds  more  like  Mr.  Jane 
I'onda  on  politics:  "The  white  Euro- 
pean-descent people  .  .  .  we're  the 
ones  that  have  destroyed  the  world." 
Avocations:  racing  sailboats,  fishing, 
Political  Correctness.  Stock,  other  as- 
sets estimated  $1 .4  billion. 

Sid  Richardson  Bass 
Lee  Marshall  Bass 

Brothers.  Oil,  investments.  Fort 
Worth.  Two  of  4  sons  of  Perry  Rich- 
ardson Bass,  whose  uncle,  oil  legend 
Sid  Richardson,  started  with  $40 
fi-om  Perr}^'s  mother.  Left:  bulk  of 
reported  $100  million  estate  to  chari- 
t\'  1959,  some  to  Perry,  who  built  new 
$50  million  oil  empire  by  1968.  Re- 
tired, gave  reins  to  newly  minted 
Stanford  M.B.A.  son  Sid:'  48.  Di- 
vorced, remarried;  2  children.  With 
Stanford  classmate  Richard  Rainwa- 
ter (which  see),  started  doing  deals 
1970.  Maradion  Oil  (S160  million 
estimated  profit),  Texaco  ($450  mil- 
lion); Disney  shares  worth  well  over 
$2  billion.  Brothers  Robert  and  Ed- 
ward (which  see)  split  off  1980s.  Ex- 
wife  Anne  increasingly  prominent 
NYC  societ}^  Known  for  elaborate 
gowns.  Sid  dumped  Anne  for  other 
socialite,  Mercedes  Kellogg,  1986. 
Sid's  alleged  honeymoon  spot:  Dis- 
ney World;  swears  will  never  sell  Dis- 
ney shares.  Lee:  35.  Married,  no  chil- 
dren. Yale  grad  (like  other  brothers), 
Wharton  M.B.A.  Invests  with  partner 
Sid;  lives  quietiy.  Brothers  share  esti- 
mated $2.7  billion. 

PhiUp  Hampson  Knight 

Nike,  Inc.  Hillsboro,  Ore.  53.  Mar- 
ried, 2  sons.  Track  star  at  U.  of  Ore., 
M.B.A.  Stanford  1962.  As  Price  Wa- 
terhouse  cpa,  moonlighted  import- 
ing Japanese  track  shoes  with  former 
track  coach.  His  Blue  Ribbon  Sports 
Co.  began  making  own  shoes  1971; 
new  name,  Nike — for  Greek  goddess 
of  victory — came  to  an  employee  in  a 
dream.  Played  heavily  on  endorse- 
ments by  athletes,  clever  advertising. 
Led  to  sales  boom  1970s,  first  half  of 
!S>80s,  until  Reebok  bounced  Nike 
from  top  spot  in  market  1986  (sec 
Fireman).  But  since  1988,  led  by  Air 
Jordan,  the  company  has  been  No.  1 . 
Current    U.S.    market    share:    Nike, 


27%;  Reebok,  23%.  Knight  on  Ree- 
bok's Pump:  "It's  not  an  innovation, 
or  even  a  gimmick.  We  see  it  as  a  toy." 
Two  target  areas  for  growth.  Interna- 
tional: "Biggest  trend  that's  going  on 
in  the  sneaker  industry'  is  how  much 
the  business  is  growing  outside  the 
United  States."  Women:  "When  we 
mention  the  name  Nike,  everybody 
thinks  men's."  Still  tries  to  run  20 
miles  a  week.  Stock,  etc.  worth  $1.35 
billion.  "Basically,  I  wouldn't  trade 
places  with  anybody." 


Ranked  14th,  Sumner  Murray  Redstone 
Moving  movies  to  Europe. 

David  Howard  Murdock 

Real  estate,  takeovers.  Bel  Air,  Calif 
68.  Divorced,  widowed;  2  sons.  Trav- 
eling salesman's  son,  high  school 
dropout.  After  WWII  to  Detroit,  bor- 
rowed $1,800  to  buy  diner,  sold  for 
profit.  Then  Phoenix:  built  homes, 
founded  bank,  accumulated  over 
$100  million  fortime;  Phoenix  mar- 
ket collapsed  1964;  with  remaining 
$1  million  moved  to  1.A  1966.  Invest- 
ed real  estate,  small  companies;  large 
private  holdings.  Helped  merge  Iowa 
Beef  Processors  into  Occidental  Pe- 
troleum, quarreled  with  Armand 
Hammer  but  kept  $100  million  prof- 
it. Helped  save  Continental  Group 
from  raider  Sir  lames  Goldsmith 
1984;  year  later  Murdock's  stake 
bought  for  about  $150  million. 
"Murdock  manages  to  get  bought 
out,  and  he  manages  to  get  bought 
out  pleasantly.  That's  part  of  his  gen- 
ius." Merged  Flexi-\'an  into  Dole 
Food  Co.  (formerly  Castle  &  Cooke), 
now  has  23%;  is  chairman,  c:ho. 
Bought  Cannon  Mills  1982,  sold  to 
Fieldcrest  Mills  1985;  Cannon  work 


ers'  pension  fijnd  hit  1990-91  by  junk 
bond  debacle.  Murdock  paid 
$800,000  out  of  own  pocket  to  over 
9,000  workers  to  cover  part  of  loss. 
Owns  interest  Hay  Adams  Hotel  in 
Washington,  D.C.  Large  stable  Ara- 
bian horses,  etc.  Prominent  gop  fund- 
raiser. Estimated  worth  at  least  51.35 
billion. 

Stephen  Davison 
Bechtel  Jr.  and  family 

Engineering,  construction.  San  Fran- 
cisco. 66.  Married,  5  children.  Grand- 
son ofWarren  Bechtel,  railroad  build- 
er, founder  Bechtel  Group.  Took 
over  gigantic,  global  construction 
company  (Hoover  Dam,  Alaska  pipe- 
line) 1960  from  father  Stephen  Sr.  (d. 
1989).  Added  nuclear  facilities — has 
built  or  helped  build  40%  of  U.S. 
plants.  Inherited  father's  love  for 
enormous  proje^Jts — e.g.,  Jubail,  $40 
billion  Saudi  industrial  cit\',  1970s. 
Should  have  good  solid  years  ahead: 
contracted  to  help  rebuild  battle- 
scarred  Kuwait  in  aftermath  of  Desert 
Storm.  Someday,  Iraq?  Many  execs 
fi-om  1970s  in  Reagan's  cabinet: 
George  Shultz,  Caspar  Weinberger 
(Shultz  back  on  Bechtel  board). 
Company  diversified  into  real  estate, 
coal  early  1980s;  also  operates  small 
power  plants.  Son  Riley,  39,  now 
president,  someday  chairman.  Ste- 
phen's sister  Barbara  Da\ies  may  have 
silent  interest.  Bechtel  Group,  Bech- 
tel Investments,  family's  Lakeside 
Corp.  Sequoia  Ventures,  etc.,  esti- 
mated at  least  $1.3  billion. 

Gordon  Peter  Getty 

Inheritance.  SF.  57.  Married,  4  sons. 
Son  of  legendar>'  oilman  Jean  Paul 
Gett>'.  "Gordo"  more  interested  in 
music  than  oil.  To  San  Francisco's 
Conser\atoire  of  Music  1960s;  com- 
poses and  conducts.  Sued  lather  for 
dividend  income  1966;  pilloried  by 
fatlicr's  la\NTcrs,  but  only  relative  at 
father's  deathbed  1976  (see  also  /. 
Paul  Jr.).  Was  cotrustee  Sarah  C. 
Gett>'  trust  (named  after  his  late 
grandmother),  which  held  40%  Gett>' 
Oil;  later  sole  taistee.  Niece  Anne 
Earhart  (which  sec)  filed  first  family 
lawsuit  to  oust  him  1976.  Touched 
otl'  Texaco  Pennzoil  catastrophe  by 
sale  of  Gctrv   Oil  to   Texaco  1984. 
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The  Alfa  Romeo  164.  A  car  so  good,  with  a  warranty  so  complete, 

it  even  covers  the  occasional  mental  breakdown. 


The  Alfa  Romeo  Assurance  Program  is  no  ordinary 
package  of  sen/ices.  Because  it  covers  everything 
from  oil  changes  to  windshield  wiper  blade  replace- 
ment for  three  years  or  36,000  miles.  But  it 
goes  further,  to  cover  things  like  the  cost 
of  roadside  service  should  you 
forgetfully  run  out  of  gas.  Or  the 
installation  of  your  spare  if  you 
have  a  flat  tire  while  on  the  road. 
It's  just  another  reason  to  appre- 
ciate owning  a  164.  Even  under 
the  most  unfortunate  circum- 
stances. Call  1-800-245^LFA  for 
the  dealer  nearest  you  for  details 
and  a  copy  of  this 
imited  warranty.* 

•Emerjicnrv  roadside  service  ar>d  trip  interruplion 
a^sislance  provided  bv  Crm4 Country  Motor  Cluh 
Inc  ,  Boston.  MA  02155,  except  in  C.ilHornia 
whete  service*  are  provided  ^^  Cross  Country 
Motor  Club  otCalitornid,  Inc  ,  Boston.  MA  021 5  5 
:  199)  AUa  Romeo  Distributors  ol  North  America 

The  legendary  marque  of  high  performance. 


int  ruKDtd  ruuH  nunuKtu 


8VER  $1,000,000,000 


Ijjokcd  down  upon  at  time  as  busi- 
nessman— but  sold  at  height  of  oil 
prices,  doubled  family  fortune  to  $3 
billion,  tripled  income.  Family  suit 
settled  December  1988  with  dissolu- 
tion of  fortune  into  separate  trusts  run 
for  and  by  family  members  (see  Caro- 
line Getty,  et  al.).  Gordo's  quarter- 
plus,  other  wealth  estimated  at  least 
$1.3  billion. 

Hairry  Brakmann 
Helmsley 

Real  estate,  nyc  and  Greenwich, 
Conn.  82.  Divorced,  remarried; 
childless.  Started  in  mailroom;  col- 
lected rents  for  real  estate  firm;  part- 
ner 1938.  Began  buying  ordinary, 
unpretentious  buildings  matching  his 
means  and  unassuming  manner, 
1930s;  brokered  buildings,  reinvest- 
ed commissions  for  down  payment. 
First  wife  Quaker,  he  converted  1940. 
Pioneered  real  estate  syndication  with 
late  Lawrence  Wien.  By  1950s  in 
prime  Manhattan  buildings;  Empire 
State  Building  1961;  Helmsley  took 
operating  lease.  "Money's  the  great 
motivator."  Today  Helmsley  partner- 
ships control  50  million  square  feet 
commercial;  50,000  apartments; 
13,000  hotel  rooms  nationwide. 
Shocked  associates  with  divorce 
1972,  remarriage  to  star  broker  Leo- 
na  Roberts.  Leona  still  appealing  4- 
year  sentence  for  tax  evasion;  Harry 
declared  mentally  unfit  to  stand  trial. 
Helmsley-Spear,  no  successor  in 
sight,  losing  leadership  position  in 
NYC  brokerage.  Harry,  still  collecting 
receipts  from  once-grand  empire, 
worth  at  least  $1.3  billion,  but  no- 
body's dancing  now. 

Manin  Harold  Davis 

Oil,  real  estate.  Beverly  Hills.  66. 
Married,  5  children.  Father  Jack  was 
British  boxer  turned  dressmaker  in 
NYC's  garment  district,  invested  in  oil 
post-WWIl.  Mar\'in  joined  aft:er  NYU, 
became  adept  wildcatter:  purchased 
cheap  Rocky  Mountain  oil  leases. 
Sold  lucrative  properties  to  Hiram 
Walker  1981  for  $630  million.  Diver- 
sified interests:  bought  Twentieth 
Ccnturx'  Fox  with  Marc  Rich  (which 
scc)\  bought  Rich's  share,  sold  in  2 
parts  to  Rupert  Murdoch.  Sold  duf- 
fers'   paradise.    Pebble    Beach    golf 


course,  to  Japanese  1990  for  estimat- 
ed $900  million.  Aspen  Skiing  Co. 
estimated  $350  million  profit.  Still 
batding  1985  suit  that  claims  Davis 
misrepresented  some  wells'  results. 
Purchased  Beverly  Hills  Hotel  1986 
from  Ivan  Boesky  for  $135  million, 
flipped  to  Sultan  of  Brunei  1987  for 
$200  million.  "Marvin  will  get  your 
last  nickel."  Holds  other  real  estate 
through  Miller- Davis.  Considered 
buying  Lorimar  Telepictures, 
MGM/UA  Communications,  la  Her- 
ald Examiner.  Made  runs  at  airlines 
1989:  UAL,  netted  $100  million; 
Northwest,  netted  $25  million.  Par- 
ty-goer, into  Hollywood  glitz  but 
shuns  press.  Estimated  at  $1 .3  billion. 

John  T.  Doi*rance  m 
Bennett  Dorrance 
Maty  Alice  Dorrance 
Malone 

Brothers,  sister.  Campbell  Soup. 
Grandfather  John  T.  Dorrance  Sr. 
brilliant  chemist  (passed  up  professor- 


Leslie  Herbert  Wexner,  worth  $2.5  billion 
Unlimiting  the  Umtted. 


ship  for  job  at  uncle's  Campbell  Pre- 
serve Co.  making  S7.50  per  week 
1897)  who  served  up  soup  in  cans.  \ 
President  of  company  1914,  showed 
he  was  also  talented  marketer:  "We 
were  the  original  ad\ertiser  in  manv 
ways."  On  death  1930,  left:  S128 
million  estate  to  wife,  5  children.  His 
son  John  T.  Jr.  (d.  1989)  hourly 
factory  hand  1946;  chairman  1962. 
Company  increased  varieties,  added 
fresh,  frozen  foods,  poultr\',  etc., 
1950s.  J.T.  Jr.  left  most  of  his  50%  to 
his  children  and  grandchildren.  John 
T.  Ill  (Ippy):  Devil's  Tower,  Wyo. 
47.  Married,  2  children.  Campbell 
director;  personalh'  manages  his 
17,000-acre  Ipy  Ranch.  Bennett:  Par- 
adise Valley,  Ariz.  45.  Married,  2 
children.  Director,  also  runs  dmb  As- 
sociates (investments,  suburban  of- 
fice buildings)  in  Phoenix.  Mar\'  Al- 
ice: Coatesville,  Pa.  41.  Married,  2 
children,  2  stepchildren.  Has  horse- 
breeding  operation  at  Iron  Spring 
Farm.  Three  siblings  united  against 
other  family  members  (see  Hamilton, 
etal.)  who  wanted  to  sell  the  "compa- 
ny that  had  turned  a  nation  on  to 
soup."  Their  32%,  etc.,  recendy 
worth  $3.75  billion. 


WilUam  Bernard  Zi£f 

Publishing.  Manalapan,  Fla.  61.  Di- 
vorced, remarried;  3  sons  by  first  mar- 
riage. Father  WWI  axiator,  noted  lec- 
turer, author,  cofounded  Zifl'-DaWs 
1927;  died  1953  when  William  was 
24.  "I  didn't  grow  up  with  business- 
men as  my  heroes,  but  my  dad  died 
and  I  wanted  a  piece  of  him."  Bought 
out  Davis  at  27\  expanded  into  up- 
wardlv  mobile  niches:  Car  &  Driver, 
Boating,  Yachting,  etc.,  ultimately 
some  35  magazines,  6  lA'  stations. 
Liquidation  while  fighting  cancer 
1980s:  sold  stations  for  about  $100 
million  1983;  12  trade  magazines  to 
Rupert  Murdoch  (which sec)  tor  5350 
million,  12  consumer  magazines  to 
CBS  for  S362.5  million  1985.  CBS 
filed  suit  against  Zitf- Davis,  claiming 
misleading  financial  information,  in- 
flated sale  price;  i  BS  sold  at  profit 
1987  but  still  seeks  c-xtensive  dam- 
ages. Zirt' still  chairman  ZirtX\MTimu- 
nications.  Kept,  built  up  computer- 
related  titles,  e.g.,  PC  Magazine,  PC 
Week,  IX' /Computing;  now  has  unal 
circulation  2.7  million;  pros^x'ring. 
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A  tower  of  strength  you  might  say.  Or  as 
Bear  Stearns  put  it:  "Republic's  balance  sheet 
is  the  strongest  of  any  major  bank  in  the  U.S." 
And  Shearson  Lehman  Brothers  inc.  added: 
"Based  on  safety  alone,  no  bank  can  touch 
Republic  New  York." 

With  good  reason.  Republic  today  ranks 
No.  1  among  large  U.S.  banks  in  the  ratio  of 
capital  to  risk-weighted  assets— a  key  measure 
of  strength  and  stability. 

If  you'd  like  to  know  more  about  a  bank 
whose  prime  priority  is  protecting  its  depositors' 


funds,  write  for  our  latest  Quarterly  Report  to: 
Information  Center,  Republic  National  Bank  of 
New  York,  Fifth  Avenue  at  40th  Street,  New  York, 
NY  10018.  Or  call  (212)  221-6056.  Outside  New 
York  City  (800)  522-5214. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


A  SAFRA  BANK 


BEVERLY  HIU-S  •  CAYMAN  ISL^NDS  •  LOS  ANGELES  •  MEXICO  CIPiT  •  MIAMI  •  MONTREAL  •  NASSAU  •  NEW  YORK 

BUENOS  AIRES  •  CARACAS    '  IDEO  •  PUMA  DEL  ESTE  •  RlO  DE  JANEIRO  •  SANTIAGO  •  BEIRUT  •  GENEVA  •  GIBRALTAR 

GUERNSEY'  •  LONDON  ■  LUGANO  •  .  ^URG  ■  MIL^N  •  MONTE  CARLO  ■  PARIS  •  ZURICH  •  HONC  KONG  •  SINGAPORE  ■  TAIPEI  •  TOK>'0 
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The  athletic  fit 
suit  from  * 

Austin  Reed  of 
Regent  Street  in 
fall's  luxurious 
brown,  tailored  in| 
handsome  yet     -, 
resilient,  pure 
worsted  wool  for 
season  less  cxxnfot 
In  sizes  Z 

38-46  regular,^ 
40-46  long.  425.0 


k 


tbi 


At  Diilard^s 


you'll  have  more 


i|fl  options  than  ever  for 


creating  your  personal 


fhshion  profile.^ 


and  never  a  doubt 


about  getting  the  most 


for  your  money. 


That's  \N  hv  Oillard's 


is  the  preferred  store 


for  the  smart  investor. 


•  "To  order,  call 


l-fiOO-345-5273. 


Austin  Reed  of  Regent  Street  stripe  suit  retains  its  shape  in  rich,  pure  worste 
wool  for  seasonless  comfort.  In  sizes  38-46  regular.  40-46  long.  395.00 

DiUand's 


int  runptj  ruun  nununcii 


OVER  $1,000,000,000 


(he idea  that  print  is  dead  is  prepos- 
terous." Fortune,  including  S400 
million  trust  for  children,  estimated  at 
least  $1.25  billion. 

Ray  Lee  Hunt  and  family 

Inheritance,  oil,  real  estate.  Dallas. 
48.  Married,  5  children.  Runs  fortune 
for  "second  family"  (of  three)  of  H.L. 
Hunt,  legendary  oilman  who  married 
Ruth  Ray  and  adopted  kids  1957  after 
death  of  first  wife  1955  (long  kept 
secret  from  each  other — see  Caroline 
Hu7it,  Margiaret  Hunt  Hilt).  His 
mother,  Ruth  Ray  Hunt:  Dallas.  74. 
Widowed,  4  children.  His  sister  Ruth 
June:  Dallas.  46.  Single.  Sister  Helen: 
NYC.  42.  Divorced,  remarried;  6  chil- 
dren. Sister  Swanee:  Denver.  41.  Di- 
vorced, remarried.  Family  inherited 
Hunt  Oil  Co.,  etc.  1974;  split  from 
first  family,  but  on  agreeable  terms. 
Ray:  Conservative  money  manager, 
turned  company  around,  expanded. 
Hit  real  big  time  with  North  Yemen 
oil  strike  1984;  10%  Beatrice  oilfield 
in  North  Sea.  Also  Woodbine  Devel- 
opment, other  Dallas,  Fort  Worth  real 
estate;  oil  refinery,  etc.  Active  in  civic 
affairs.  "Because  of  the  way  he  spells 
his  last  name,  Ray's  had  to  earn  his 
respect  twice."  Ruth  June  profession- 
al Christian  speaker-singer;  Swanee, 
Helen  help  social  causes  for  mentally 
ill,  poor.  Not  involved  in  first  family's 
silver  debacle,  bankruptcies.  Net 
worth  estimated  $1.25  billion. 


Leonard  Norman  Stem 

Pet  supplies,  real  estate,  publishing. 
NYC.  53.  Divorced,  remarried;  3  chil- 
dren. Father  Max  came  to  U.S.  with 
2,100  canaries  from  Germany's  Harz 
Mountains  1926;  sold  birds,  related 
products.  Leonard  earned  M.B.A.  by 
night,  took  over  company  at  2 1 ,  add- 
ed dog  and  cat  supplies,  made  Hartz 
industn,'  leader;  1970s  antitrust  suits 
cost  him  $50  million  in  settlements. 
Now  over  1 ,200  pet  supply  products; 
estimated  1990  sales  near  $1  billion. 
Built  separate  real  estate  fortune  de- 
veloping Now  Jersey  Mcadowlands 
(empt)'  marshlands  near  nyc),  water- 
front areas:  office,  industrial,  condo 
space,  much  land  still  cmptw  Bought 
Village  Voice  for  $55  million  1985. 
Started  N\'C  weekly  7  Days  1988  but 
folded   1990 — too  many  losses,  tot) 


few  paid  subscribers,  no  ready  buyers. 
Gave  alma  mater  New  York  Universi- 
t\^  $30  million  for  business  school 
1988;  also  backs  shelters  for  the 
homeless:  "My  kids  will  have  less,  but 
I'm  doing  something  in  my  life  that 
pleases  me."  Kids  may  get  by:  esti- 
mated $1.2  billion  fortune. 


Daniel  Keith  Ludwig 

Shipping,  real  estate,  ntc.  94.  Di- 
vorced, remarried;  1  daughter  by  first 
marriage,  2  stepchildren.  Son  of 
Michigan  real  estate  agent.  Quit 
school  at  19,  borrowed  $5,000  to 
convert  old  steamer.  In  1930s  char- 
tered tankers  to  oil  companies,  used 
leases  as  collateral  to  build  the  tank- 


controls  it  as  private  corporation.  Re- 
clusive, allowed  photo  in  1985  after 
20  years.  Used  to  walk  to  work,  flies 
commercial.  Once  told  employee: 
"Working  on  a  deal  is  better  than  a 
climax."  Fortune  estimated  at  SI. 2 
billion. 


Samuel  Curtis  Johnson 

S.C.  Johnson  &  Son.  Racine,  Wis.  63. 
Married,  4  children.  Great-grandfa- 
ther parquet  flooring  salesman, 
founded  famous  floor  wax  firm  1886. 
Sam  fourth  generation,  new-products 
director  1955;  encouraged  non- 
Johnson's  Wax  items  (Raid,  Glade, 
Edge,  Agree ),  now  among  company's 
most  profitable  lines.  "We  are  polish- 


^0\]^_, 
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Number  16,  Microsoft  cofounder  Paul  Gardner  Allen 

After  beating  back  Hodgkins  disease,  how  far  will  he  go  with  Asymetrix  Corp.? 


ers.  In  WWII  built  U.S.  government 
tankers,  got  them  back  free  after  V-J 
Day:  world's  third-largest  tanker 
fleet.  Postwar  built  first  supertankers 
in  low-cost  Japanese  shipyards.  In- 
vested in  real  estate,  mines,  oil  and  gas 
around  world.  Sank  over  $1  billion 
into  Amazon  wood  pulp  empire, 
towed  power  plant  and  paper  mill 
from  Japan;  lost  all.  Shipping  empire 
allowed  to  shrink.  Invested  in  4  sav- 
ings and  loans  now  managed  by  Reso- 
lution Trust.  $1  billion  N.J.  develop- 
ment project  opposite  Manhattan 
stalled  since  1983.  Gave  foreign  assets 
to  Swiss  cancer  institute    1971    but 


ing  the  floors  and  fijrniture,  cleaning 
the  rug,  killing  the  bugs,  s\\  cetening 
the  air  and  waxing  the  old  man's  car. 
And  w hene\er  you  get  bit  by  a  mos- 
quito, remember  I'm  smiling."  High- 
ly secretive  about  business.  But  ttxik 
his  recreational  accessories  company 
Johnson  Worldwide  AsscKiatcs  public 
1987  to  give  heirs  liquidity'.  Four 
children  with  firm:  Cun,  36,  runs 
bu.siness  development;  Helen,  34, 
U.S.  marketing  seniccs;  Fisk,  ?>^, 
Canada  general  manager;  Winifi^ed, 
31,  public  relations.  Sam  controls 
60%  (^f  more  than  $3  billiiMi  ."vales  wax 
company,  etc.  Relaxes  with  hunting. 
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WHEN  you  first  handle  a  Patek  Philippe,  you  become 
aware  that  this  is  a  watch  of  rare  perfection. 
We  know  the  feeling  well.  We  experience  a  sense  of 
pride  every  time  a  Patek  Philippe  leaves  the  hands  of 
our  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
a  lifetime. 

We  made  this  watch  for 
you  —  to  be  part  of  your 
life  —  because  this  is  the 
way  we've  always  made 
watches. 

And  if  we  may  draw  a  con- 
clusion from  five  genera- 
tions of  experience,  it  will 
be  this:  a  Patek  Philippe 
doesn't  just  tell  you  the 
time,  it  tells  you  something 
about  yourself. 


PATEK  PHILIPPE 

GENEVE 


For  current  informative  brochures  please  write  to 
Patek  Philippe.  10  Rockefeller  Plaza,  Suite  629  (FB)  New  York.  NY  10020 


Il  medicpe,  a  good  image 
is  impei^tive. 


/ 


Hitachi  MR!  systems  can  lielp  save  lives. 


Many  people  think  of  Hitachi  as  a  consumer 
electronics  company.  Which  is  true  -  to  a  point. 
We're  also  a  technological  leader  in  medicine. 
Business  equipment.  Science.  Industry  Computers. 
Telecommunications. 

Our  20,000  products  include  everything  from 
TVs  and  power  plants  to  image  processing  equip- 
ment. Such  as  facsimile  machines  and  magnetic 
resonance  imaging  (MRI)  systems. 

Take  MRI.  It  s  the  most  significant  advancement 

©1991  Hitachi.  I. id   lokyo.  ),ip.in  All  rinhis  loi-rvcd 
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in  diagnostic  imaging  since  the  X-ra\'.  By  construi^, 
ing  internal  images  of  the  human  body.  MRI 
enables  doctors  to  detect  problems  early  on  and 
make  more  accurate  diagnoses. 

Hitachi  is  a  world  leader  in  high- resolution,    .,,, 
compact  MRI  equipment.  What  s  remarkable,  ho^l  ^ 
ever,  is  that  MRI  equipment  onl\-  begins  to  tell  th 
stor\'  ol  our  commitment  to  medicine. 

Our  in\'olvement  encompasses  clinical  i^, 

analyzers.  Electron  microscopes.  X-ray  CT  scan-  '  f 


The  same  goes  for  business. 
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Hitachi  HlFAXs  build  businesses. 


10^ 


ni(  ivs.  And  ultrasound  equipment. 

Chances  are  you  already  use  Hitachi  facsimile 
[lachines.  You'd  be  in  good  company.  Some  of  the 
orld's  most  respected  companies  put  our  image 
rocessing  technology  to  work  every  day. 
You  see,  our  unique  technological  advance- 
thjients  enable  businesspeople  to  quickly  and 
fficiendy  transmit  photographs,  charts,  documents 
nd  graphs  with  remarkable  clarity. 

Taken  together,  Hitachi  is  a  people  company. 


Responding  to  the  wants  and  needs  of  individuals 
everywhere. 

And  that's  not  an  advertising  image.  That's  a  fact. 

For  more  information  about  HIFAX,  call  toll-free 
1-800-HJTACHl   (Applicable  within  VS.  only) 

0  HITACHI 


inc  runocd  ruun  nununcu 


OUER  $1,000,000,000 


fishing,  photography,  flying  (holds 
commercial  pilot's  license  for  jets). 
Johnson  can  afford  more  than 
enough  jets:  estimated  net  worth  over 
SI.  15  billion. 

Laurence  Alan  Tisch 
Preston  Robert  Tisch 

Brothers.  Loews  Corp.  Beginning 
with  Lakewood,  N.J.  resort  (bought 
with  fadier  Al  1946);  built  S17  mil- 
lion Fla.  hotel  without  mortgage 
1958,  now  15-hotel  chain.  Acquired 
control  Loews  Theatres,  Inc.  1959; 
over  years,  moved  company  into  to- 
bacco, insurance,  Bulova  watch.  Lar- 
r}''s  roguish  love  for  corporate  re- 
bounds inspired  purchase  of  nearly 
25%  CBS  stock;  led  to  boardroom 
coup  1986.  Larry's  efforts  to  turn 
around:  swiftly  sold  magazine,  rec- 
ord, music  publishing  divisions  1987- 
88,  paid  down  some  debt.  Lately 
family  investing  in  could-be-bargain 
bank  stocks  (fund  guided  by  Larn^'s 
son  Tom),  underwrote  risky  Saatchi 
&  Saatchi  stock  offering.  Larry:  NYC 
and  Westchester,  N.Y.  68.  Married,  4 
children.  "Mr.  Inside,"  behind-the- 
scenes  financial  and  strategic  genius. 
Graduated  nyu  at  18,  master's  electri- 


cal engineering,  attended  Harvard 
Law.  Business  philosophy:  "Profits 
will  follow  from  quality";  image  tak- 
ing beating  at  CBS,  hopes  sports  pro- 
gramming will  spark  network.  Eldest 
son,  Andrew,  runs  Lorillard  (tobac- 
co). Bob:  NYC  and  Rye,  N.Y.  65. 
Married;  2  sons,  1  daughter.  "Mr. 
Outside,"  client-oriented.  As  U.  of 
Michigan  graduate  student,  aggres- 
sively sold  10-cent  key  chains  before 
football  games.  Left  Postmaster  Gen- 
eral post  March  1988,  after  negotiat- 
ing union  contract  that  eluded  prede- 
cessors 12  years.  Hobnobs  with  Dem- 
ocrats, Republicans;  recendy 
purchased  half  of  N.Y.  (football)  Gi- 
ants for  $75  million.  Son  Jonathan, 
son-in-law  of  Saul  Steinberg,  runs 
Loews  Hotels.  Active  philanthropists, 
NYU  donations  alone  exceed  $45  mil- 
lion. With  Loews  stock,  real  estate, 
other  assets,  each  brother  is  worth  at 
least  $1.15  billion. 

Edward  Crosby 
Johnson  HI 
and  family 

Fidelit}'  Investments.  Boston.  61. 
Married;  2  daughters,  1  son.  Father, 
Edward  II,  lawyer,  acquired  failing 


Edgar  Miles  Bronfman  Sr.,  worth  $2.3  billion 
A  big  fan  of  Lech  Walesa. 


Fidelity  Management  Corp.  1946; 
built  leading  mutual  fund  manager. 
Includes  biggest  stock  fund,  Magel- 
lan (assets,  $17  billion).  Son  "Ned" 
chief  executive  1972;  weathered  de- 
cade's industn^vide  downturn;  re- 
bounded as  Johnson  pushed  money 
market  funds,  also  computerized  the 
business.  Big  on  ser\ice:  first  to  offer 
withdrawal  by  check.  Created  mutual 
funds  for  ever\'  investor  strategy'  to 
gain  market  share.  Expanded  serx'ices 
in  face  of  1987  stock  market  crash; 
currendy  nurturing  discount  broker- 
age firm,  international  funds.  With 
$145  biUion  under  management, 
Ned's,  family's  estimated  47%  stake 
worth  $1.1  billion. 


Donald  Leroy  Bren 

Real  estate.  Newport  Beach,  Calif. 
59.  Twice  divorced,  4  children  (new 
baby  with  longtime  companion). 
Hollwood  rich  kid:  Dad  was  real 
estate  developer/movie  producer 
Milton  Bren,  stepmother  actress 
Claire  Trevor.  Built  hot  rods  in  high 
school;  attended  U.  of  Wash,  on  ski- 
ing scholarship,  lost  Olvmpics  bid 
1956;  Marine  Corps.  With  $10,000 
bank  loan  built  first  house  1958; 
flourished  in  ensuing  home-building 
boom.  Sold  out  1970  to  International 
Paper  for  S34  million;  bought  Bren 
Co.  back  1972  for  reported  S22  mil- 
lion. Big  break  1977  when  tapped  to 
join  A\  Taubman,  Milt  Petrie,  Max 
Fisher,  Herb  Allen,  others  to  buy 
Irvine  Ranch.  "Each  of  their  egos 
could  fill  the  room."  Bought  out 
most  partners  for  $518  million  1983 
(valuing  propert)-  at  $1  billion).  Part- 
ners/original owners  Joan  Ir\ine 
Smith  and  Athelie  Clarke  would  not 
sell,  sued,  won  over  S250  million. 
Bren  now  controls  63,000  acres  Or- 
ange Count)';  expensive  condos,  of- 
fice parks,  etc.,  so  far  cover  5%:  "The 
land  is  my  canvas.  It's  my  way  of 
expressing  myself"  Growing  en\i- 
ronmental  no  growth  forces  pushing 
for  minimalist  art.  Estimated  worth 
tncr  $1.1  billion. 

David  Rockefeller  Sr. 
and  family 

Inheritance.  Banking,  real  estate. 
NYi ,  TanAtown,  N.V.  7o.  Married,  6 
children.     Grandson    of    lohn     O. 
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Itle  loolked  Iilke  a  yoMnn^  lieor^e  Diuirinis,   Ilials  wlliiat  all  tllliie  tfJrls  nased  to 
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a  opnucm  ol  lellers  addressed  lo  a  ifirl  Inie  called  vJracie.       since  leae 
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r^/?92e. 


UNQUESTIONABLE  LIFETIME  MECHANICAL  GUARANTEE 


mc  runner  ruun  nununcu 


OVER  $1,000,000,000 


Rockefeller;  youngest  of  5  brothers 
(see  Rockefeller  family,  Laurance, 
Winthrop).  Still  chairman  Rockefeller 
Group,  but  80%  of  highly  diversified 
investment  firm  (real  estate  finance, 
brokerage,  development;  leveraged 
buyouts;  bridge  loans;  portfolio  man- 
agement, et  al.)  now  belongs  to  Ja- 
pan's Mitsubishi  Estate  Co.  Ph.D. 
economics  U.  of  Chicago  1940.  Only 
brother  with  successful  career  in  tradi- 
tional family  business.  Chase  Manhat- 
tan Bank  ceo  1969-80.  Took  up 
mande  of  international  statesman. 
Major  role  nyc  real  estate  (including 
ill-fated  Westway  project);  40%  San 
Francisco's  Embarcadero  Center. 
Led  family  in  1985  cash-out  of 
Rockefeller  Center,  acceding  to  wish- 
es of  cash-hungr>'  younger  relatives. 
His  investments  in  real  estate,  his 
branch's  family  trusts,  etc.,  estimated 
at  least  $1.1  billion. 


Edward  Lewis  Gaylord 

Broadcasting,  publishing,  real  estate. 
Oklahoma  Cit^^  72.  Married,  4  chil- 
dren. Worked  in  shadow  of  father, 
E.K.,  who  bought  into  Daily  Oklaho- 
man  1903  and  became  one  of  state's 
power  brokers;  E.L.  finally  in  charge 
when  father  died  1974,  age  101. 
Hankering  for  country  music  led  to 
$250  million  purchase  of  Grand  Ole 
Opry,  Opryland  USA  and  now  thriving 
Nashville  Network  (including  TV 
show  Hee  Haw).  Made  over  $100 
million  selling  Telerate  stock  in  ex- 
change for  Dow  Jones  shares;  sold 
two  TV  stations  at  1987  market  peak 
for  $425  million.  Now  Oklahoma 
Publishing  Co.  includes  newspaper, 
share  in  Texas  (baseball)  Rangers;  4 
TV,  3  radio  stations,  various  cable 
systems.  Conservative,  opinionated: 
TV  networks  "are  too  liberal  and  bi- 
ased— they're  anti-American,  is  what 
they  are."  Fortune  conser\'atively  es- 
timated at  about  $1.1  billion. 

Michel  Fribourg 
and  family 

Grain  trader.  NYC  78.  Widowed,  re- 
married; 5  children.  Michel's  great- 
great-grandfather  started  trading 
grain  Belgium  1813;  son  prospered 
trading  gold  for  wheat  during  1848 
famine.  Family  sent  managers  to 
found  Continental  Grain  C>o.,  Chica 


go  1921;  immigrated  after  France  fell 
1940.  Michel  left  U.S.  army  intelli- 
gence to  take  over  on  father's  death 
1944.  Diversified  into  other  agribusi- 
ness areas  (sixth-largest  poultry  pro- 
ducer, top  animal  feed  producer,  hogs 
and  cattie,  specialty'  baking,  flour  mill- 
ing), financial  services;  now  merchant 
banking:  "We  have  survived  by  work- 
ing with  our  wits."  Near  $15  billion 
revenues,  mostiy  low-margin  grain 
trading.  Made  specialty  of  selling  to 
Soviets  for  almost  30  years.  Michel 
still  chairman,  son  Paul  executive  vice 
president.  Worth  estimated  about 
$1.1  billion. 


Ted  Arisen,  with  $2.3  billion 
Run  a  tight  ship,  Micity. 

Keith  Rupert  Murdoch 

The  News  Corp.  Ltd.  Australia,  Lon- 
don, NYC,  LA.  60.  Divorced,  remar- 
ried; 4  children.  Father  Sir  Keith  cele- 
brated editor  Melbourne  Herald.  Ru- 
pert trained  on  London's  Fleet  Street. 
Oxford  1953.  Took  over  Adelaide 
News  age  23.  Famous  for  sensational 
tabloid  headlines:  "Queen  Eats  a 
Rat."  Bought  Sydney  Daily  Mirror 
1960.  Diversified  into  iv,  maga- 
zines, book  publishing.  Bought  L^.K. 
publications;  to  U.S.  1974  (N.Y. 
Post,  File,  Boston  Herald,  et  a!.). 
Bought  Twentieth  C\"ntur\'  Fox, 
Metromedia  iv  stations.  C^Nvns  Fox 
Broadcasting.  Sold  Premiere,  Soap 
Opera  News,  New  York  maga/ine  etc. 
to  KKR  for  reported  $650  million. 
(\)mpan\'  higiily  lc\cragcd  but  Neus 
shares,  other  assets  sonic  S 1 . 1  billion. 


Harold  Clark  Simmons 

Investments.  Dallas  and  jMontecito, 
Calif.  60.  Twice  divorced,  remarried; 
4  daughters,  2  stepchildren.  Son  of 
Texas  schoolteachers,  worked  as  bank 
examiner,  bought  Dallas  drugstore 
with  $5,000  equit)'  at  29.  Created 
100-store  chain,  sold  to  Jack  Eckard 
Corp.  for  $50  million  in  stock  1973. 
Independent  raider,  collected  con- 
glomerate (chemicals,  oil,  sugar,  fast 
food)  through  hostile  takeovers; 
greenmail  helped,  too  (GAF,  $138 
million;  SeaLand,  $89  million): 
"Everv'body's  got  to  do  something." 
Most  assets  now  in  Valhi  Corp.,  also 
real  estate  Tex.,  La.,  Colo.,  Ariz.  In- 
creased stake  in  Lockheed  to  20%  last 
year;  proved  big  mistake:  lost  over 
$35  million.  Bloodied  but  unbowed; 
amassing  cash  pile  for  the  right  deal. 
Active  philanthropist:  SIO  million  for 
arthritis  research  center  1985  (long- 
time sufferer),  $41  million  to  U.  of 
Texas  Southwestern  Medical  Center 
1988:  "What  do  tiiey  diink  1  am 
going  to  do  with  my  money?"  His 
answer:  leave  majorit)'  of  assets  to 
medical  foundation.  Family  man;  ski- 
er, tennis  player.  Stock,  real  estate 
recentiy  estimated  $1.1  billion. 

Samuel  J.  Heyman  ^ 

Corporate  raiding,  inheritance.  52. 
Married,  4  children.  Yale;  Harvard 
law  degree;  worked  under  Bobby 
Kennedy  at  Justice  Dept.;  became 
chief  assistant  U.S.  Attorney  in  Conn. 
Moneyed  background.  WTien  father 
died  1968,  wanted  to  liquidate  family 
real  estate  business:  "It  became  so 
fascinating  I  decided  to  stay."  Spe- 
cialized in  shopping  malls.  Then 
bought  GAF  shares  1981;  successful 
proxy  fight  against  "selfish  manage- 
ment" put  Heyman  in  control. 
Through  DrexePs  junk  bc^nd  net- 
work, went  after  competing  L'nion 
Carbide  (stock  manipulation  charges 
against  g.\f),  Borg  Warner;  made 
over  $450  million.  Tix^k  gaf  private 
1989  through  $1.4  billion  l  BO.  Rc- 
centlv  took  public  gak  spccialr\"  chem- 
ical units,  dubbed  International  Spe- 
cialty Products,  on  hope  to  expand 
intcrnationalh .  Owns  85%  «.;.\F,  but 
privately  held  debt  reduces  estimated 
worth  to  presumably  unselfish  Sl.l 
billion. 
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A  freshly-boked 

loaf  of  French 

bread  when  you 

leave.  That's  Hotel 

Sofitel,  in  seven  U.S. 

cities  where  your 

business  takes  you. 

Comfortable. 

Stylish.  Modern. 

Superb  cuisine. 

With  a  welcome 

touch  of  France. 

And  moderate  in 

size,  for  personal 

attention,  including 

concierge  service. 

Sofitel.  Just  ask  your 

travel  agent  or  call 

ResinTer  at 

1-dOO-SOFITEL 


^^  Hotel  Sofitel 


A  MOBlOMOi  OlMurv  SFOWCf  o  >«ccoe 


CHICAGO 

A- 

O  Hare 
Airport 


HOUSTON 

Intercontinental 
Ajrpon 


LOS  ANGELES 

Beverty 


MIAMI 

intematKyxji 
Ajrpod 


MINNEAPOLIS 

International 
Arport 


SAN  FRANCISCO  BAY 


WASHINGTON  D  C 
PULLMAN 
HIGHLAND 


■ 


Ccnu,N«»  „  a  repMcrcd  scnu.  marico,  ci  .X  ■„, 


rpiiralion  (  cntraNci* 


v^nKciN4»a,UNf  innnxM 


OK.  Let's  get  dmn  to  business:  Funns  how  the  mo  objects  below  resemble  one  another.  But  if  you  had  to  invest  a  sizeable 
chunk  of  your  cash  flow  in  a  neu  phone  sNStem.  you  might  fail  to  see  the  humor.  Which  is  wh>  you  should  know  about  CentraNet* 
service  from  GTE.  VMih  CeniraNetf  you  get  all  the  features  and  flexibilitv  of  the  most  sophisticated  business  telephone  s>stem.  N^thout 
a  larS^  outlay.  So  there's  no  risk  of  buxing  too  much  system,  or  too  litde.  In  fact,  there's  hanllN  a  nsk  at  all.  Because  ever)- 
•hing  you  need  for  CentraNet*  to  work  on  your  phones  is  located  at  our  office,  not  yours.  And,  you  can  add  lines  or  change  features 
inNtime.  For  e.xample.  if  you  have  an  office  m  one  location  and  expand  to  another,  you  can  connect  the  two  ^vithout  incumng  any 
additional  expenses.  Call  us  at  l-80(M62-6000.  Because  you  do  have  a  choice.  Go  N^ith  | 


Or  20  with  the  flow . 


THE  PO\\^R  IS  ON 


inc  runoco  ruun  nununcu 


$1,000,000,000 


Milton  Petrie 

Petxie  Stores,  nyc,  Southampton, 
N.Y.  89.  Twice  divorced,  widowed, 
remarried;  3  cliildren.  Son  of  Russian 
immigrant  pawnbroker  who  went 
broke.. Started  as  SlO/week  depart- 
ment store  clerk  after  high  school, 
later  lied  way  into  advertising  jobs. 
Changed  named  from  Petrovitzky, 
opened  a  hosiery  store  1929  in  Cleve- 
land with  $5,000  (half  of  it  won 
playing  craps).  Bankrupt  by  1937, 
repaid  his  creditors  within  next  two 
years.  Continued  expanding  compa- 
ny through  acquisitions.  Now  a  suc- 
cessftil  chain  of  women's  specialty 
stores  (1990  revenues,  $1.3  billion), 
"bubble  gum"  generation  makes  up 
the  bulk  of  Petrie's  clientele  virtually 
nationwide;  trade  names  include: 
Marianne,  G&G,  Stuarts.  Owns  14.1% 


Philip  Frederick  Anschutz 

Oil,  railroads,  investments.  Denver. 
51.  Married,  3  children.  Kansas  na- 
tive, played  piano  at  U.  of  Kans.  frat 
parties.  Father  Fred  oil  rig  operator, 
unknowingly  bought  ranch  on  oil- 
rich  land;  Phil  bought  dad  out  1961, 
sold  rigs.  Aggressively  pursued  oil,  gas 
leases.  Struck  it  rich  at  Anschutz 
Ranch  East  in  Wyo.  and  Utah  1970s; 
current  crude  reserves  estimate  about 
50  million  barrels.  Sold  Mobil  half 
interest  for  $500  million  1982.  Went 
into  stocks,  minerals,  real  estate 
(Denver's  Anaconda  Tower,  Hyatt 
Hotel).  Bought  Rio  Grande  Railroad 
for  $500  million  1984;  added  South- 
ern Pacific  1988;  still  buying  small 
lines.  Controls  network  from  Missis- 
sippi River  to  Calif,  Mexican  border 
to  Wyoming;  sold  175  miles  of  rail- 


Robert  Alan  and  Jay  Arthur  Pritzker,  each  with  $2.25  billion 

Says  Jay:  "Because  of  Dad,  I  could  get  anything  from  the  bank, 

even  if  the  request  was  unreasonable." 


Toys  "R"  Us,  23.4%  Paul  Harris 
Stores,  18.2%  Deb  Shops.  Harris  just 
filed  for  bankruptcy,  Petrie  not  yet 
selling  off".  Oust)',  tough  boss;  yet 
office  filled  with  teddy  bears,  gives 
away  money  spontaneously  and  anon- 
ymously to  persons  in  need.  "I  tr\'  to 
pay  the  good  Lord  back  for  what  he's 
done  for  me."  Works  mornings,  plays 
bridge  afternoons.  His  stock,  other 
assets  worth  more  than  $1  billion. 


road  rights  to  Los  Angeles  Count}' 
1990.  Morgan  Stanley  in  railroad  deal 
with  him;  turning  out  better  for  An- 
schutz. Late  last  year  sold  5%  of  debt- 
laden  parent  company  Rio  Grande 
Industries  to  Nippon  Yusen  Kaisha, 
Japan's  largest  shipping  line,  for  esti- 
mated $75  million.  Major  Western  art 
collection  toured  the  Soviet  Union  in 
1989.  Reportedly  marathon  runner. 
Worth  believed  over  SI  billion. 


Margaret  Hunt  Hill 
and  family 

Inheritance,  oil.  75.  Widowed,  3 
children.  Eldest  daughter  of  legend- 
ary wildcatter  H.L.  Hunt  (see  Caro- 
line Hunt):  He  taught  her  oil  busi- 
ness when  young.  Controls  trust  for 
first-born  son,  Hassie  (reclusive,  his- 
tory of  mental  illness,  childless). 
Stayed  away  from  brothers'  silver  de- 
bacle. Helped  them  out  buying  their 
repossessed  land  after  1980  silver 
crash.  Reportedly  insisted  "the  boys" 
use  additional  personal  assets  to  se- 
cure company;  she  denies.  With  sister 
Caroline,  pulled  out  her  and  Hassle's 
share  family  oil  trusts  1983.  Now 
runs  separate  oil,  real  estate  opera- 
tions. Son  Al  runs  Hill  Holdings  Inc., 
managing  partner  of  Hill  Invest- 
ments Ltd.  Al  owns  video  production 
company  agh  Productions:  corpo- 
rate training,  commercials,  sports  in- 
structional videos.  Her  fortune,  in- 
cluding Hassle's  trusts,  is  estimated 
at  over  $1  billion. 

Jack  Kent  Cooke 

Real  estate,  investments,  sports.  Mid- 
dleburg,  Va.  78.  Married  for  fourth 
time  last  year;  2  sons  by  first  wife; 
daughter  by  third  (who  signed,  ig- 
nored prenuptial  agreement  to  termi- 
nate pregnancy)  when  he  was  mid- 
70s,  she  was  early  30s;  third  divorce 
media  event,  Cooke  only  recendy  met 
his  daughter.  Ontario-born  to  pic- 
ture-frame seller  ruined  in  Depres- 
sion. Jack  sold  encyclopedias  door-to- 
door;  bought  into  first  radio  station 
age  25,  then  newspaper  chain,  maga- 
zines. Millionaire  before  30.  Sold  all 
properties;  naturalized  by  act  of  Con- 
gress 1960.  Bought  L\  (basketball) 
Lakers;  brought  in  Wilt  Chamberlain, 
Kareem  Abdul- Jabbar,  Magic  John- 
son; built  Forum;  sold  all  1979. 
Bought  NTC's  Chnsler  Building,  oth- 
er properties  for  S87  million  1979; 
refinanced  for  S250  million  1987. 
Owns  Los  Angeles  Daily  News. 
Bought  cable  svstems  for  SI  billion 
1987;  sold  1989  for  SI. 6  billion 
"mostly  cash"  before  cable  market 
turned;  only  recendy  closed  deal. 
Probabh'  won't  sell  \\'ashington 
(football)  Redskins:  planning  $175 
million  D.C.  stadium.  Keeping  cash 
safe  in  c  ns,  far  from  stcKk  market, 
total  fortune  estimated  SI  billion. 
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Eternal  beauty. 


Designing  a  beautiful  watch  is  a  challenge. 
Creating  a  watch  whose  beauty  will  last  unblem- 
ished year  after  year  seems  impossible. 

Presenting  the  impossible:  La  Coupole  'Ceramique.' 

This  unique  sapphire  and  high-tech  ceramic  watch 
is  more  comfortable  than  any  you've  ever  worn. 

Made  by  Swiss  craftsmen,  with  a  precision  quartz 
movement  in  a  water-resistant  case,  La  Coupole 
'Ceramique'  sets  a  new  standard  for  the  fusion  of 
technology  and  design.  For  men  and  women. 


yi  MifltmtmrM 


The  dome-like  saatchproof  sapphire  crystal  is 
bonded  to  a  case  and  bracelet  of  scratchproof 
high-tech  ceramics  (similar  to  those  used  m 
spacecraft). 
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Like  a  small  child, 

a  victim  of  Alzheimer's  Disease 

can  get  lost  and  not  know 

the  way  home. 

He  may  not  remember  his  phone  number 

or  his  name.  He  may  wander  off 

in  the  middle  of  the  night 

or  in  the  dead  of  winter. 

He  may  forget  to  wear  shoes  or  a  coat. 

The  Samsung  Group 

has  developed  the  technology 

for  a  computerized  monitoring  system 

which  will  one  day  make  it  possible 

to  pinpoint  his  exact  location 

and  direction  of  travel. 

Instantly. 

So  when  he  can't  find  his  way  home, 

home  can  find  its  way  to  him. 
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SAMSUNG 

Technology  that  works  for  life. 


The  Samsung  Group 

International  Trade,  Electronics,  Electron  Devices,  Electro-Mechanics,  General  Chemicals,  Shipbuilding  &  Heavy  Industries. 

Aerospace,  Construction.  Engineering.  Financial  Services.  Food  &  Pharmaceuticals,  Cameras  &  Watches,  Garments  &  Textiles 

C.P.O.Box  1580.  Seoul,  Korea  Tel:  (02)  7240394  Fax:  (02)  739-5672 
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$1,000,000,000 


Henry  Ross  Perot,  worth  $2.2  billion 

"You  can  put  me  on  your  list  as  worth  a  dollar." 


\^^lliam  Redington 
Hewlett 

Hewlett-Packard.  Portola  Valley, 
Calif.  78.  Widowed,  remarried  1978; 
5  children,  5  stepchildren.  Met  co- 
founder  David  Packard  (which  see)  as 
Stanford  undergrad.  With  $538  duo 
set  up  electronics  company  in  now- 
famous  Palo  Alto  garage  behind  Pack- 
ard's house  1939.  Bill  supplied  tech- 
nical expertise.  First  breakthrough 
product,  audio  oscillator,  based  on 
Hewlett's  design  developed  for  mit 
master's  thesis.  Walt  Disney  bought  8 
to  film  Fantasia,  boosting  HP.  Other 
early  products  developed  to  "bring  in 
a  nickel"  but  never  did:  automatic 
urinal  flushcr,  shock  machine  to  spur 
weight  loss.  But  technological  ad- 
vances spurred  expansion:  e.g.,  in 
1972  Hewlett  ordered  up  calculator 
to  fit  his  shirt  pocket;  other  products 
include  desktop  computer  systems, 
LaserJet  printer,  etc.,  etc.  Hewlett 
insisted  on  first  names  in  the  office; 


managed  by  "wandering  around." 
Retired  1987.  Not  a  romantic  about 
past;  on  garage's  receiving  landmark 
designation:  "The  only  trouble  is, 
you  can't  tear  it  down  now."  His 
shares  of  HP  recently  worth  $1  billion. 

Joan  Beverly  Kroc 

Inheritance.  Rancho  Santa  Fe,  Calif 
63.  Divorced,  widowed;  daughter  by 
first  marriage.  Third  wife  of  Raymond 
Kroc,  who  dropped  out  of  high 
school  to  become  a  jazz  pianist,  later  a 
paper-cup,  milkshake-machine  sales- 
man out  of  Chicago;  bought  into 
McDonald  brothers'  San  Bernardino 
burger  joint  1954,  bought  them  out 
for  $2.7  million  1961.  McDonald's 
Corp.  novv  world's  largest  chain  fast- 
food  restaurants.  Joan  worked  as  a 
musician,  music  teacher.  When  2S 
met  Ray,  then  54;  wed  1969.  After 
Riy's  death  1984,  Joan  showed  bent 
for  altruism:  Ronald  McDt)nald  chil 
dren's  charities,  et  al.  Former  tat  cat 


for  Democrats.  Art  collector:  owns 
Faberge  egg  acquired  for  S3  million 
1989.  Former  owner  San  Diego 
(baseball)  Padres,  bought  by  Ray  in 
1974  for  SI  1  million,  sold  last  year  for 
$75  million.  Says  her  actions  are  result 
of  her  "love  aflfair  with  life."  Her 
Mcstock,  other  assets,  recently  worth 
very  romantic  SI  billion. 

James  Lawrence  Walton 

Wal-Mart  Stores.  69.  Bentomille, 
Ark.  Divorced;  2  children.  Ran  small 
five-and-dime  store  in  Missouri. 
Pooled  resources  1950  with  older 
brother  Sam  Walton  (which  see)  to 
pursue  merchandising  idea  of  large 
discount  stores  in  rural  towns.  Broth- 
ers expanded  chains  to  1 5  stores  next 
10  years;  became  Wal-Mart  1962. 
James  (Bud),  the  quieter  of  the  two, 
looked  afiier  the  real  estate.  Brothers 
still  close.  Comp-jiy  now  largest  retail 
store  in  the  countr\'  (1990  sales, 
$32.6  billion).  Currendy  senior  \ice 
president.  Arkansas'  happiest  good 
ol'  boy.  Travels  to  fish  (Alaska,  Argen- 
tina, etc.).  His  20.4  million  shares 
Wal-Mart  stock  recendv  worth  over 
$1  billion. 


Curtis  LeRoy  Carlson 

Entrepreneur.  Long  Lake,  Minn.  77 . 
Married,  2  daughters.  Father  Swedish 
immigrant  grocer;  young  Curt  sub- 
contracted his  paper  routes  to  broth- 
ers, reaped  small  profit.  U.  of  Minn. 
1937;  sold  soap  for  Procter  &  Gam- 
ble, SllO/month.  With  S50  loan, 
founded  Gold  Bond  Trading  Stamp 
Co.  1938,  sold  idea  to  grocery-  stores 
with  help  of  ^\^fe  dressed  in  majorette 
costume.  "The  minute  I  got  out  on 
my  own,  I  knew  that  I'd  found  my 
element."  Purchased  first  hotel  1962; 
zealously  built  one-man  conglomer- 
ate with  Radisson  Hotels  (many  ft^an- 
chised),  Countr\-  Kitchen  restaurants, 
TGI  Friday's  restaurants,  Carlson 
Travel  Network  (fomicrly  Ask  Mr. 
Foster),  Carlson  corporate  moti\a- 
tion  and  promotion  divisions;  rutttcs 
many  feathers  at  "Ulcer  Alley"  with 
mercurial  management  sr\lc.  Recov- 
ering from  recent  quadrtiple  heart 
bypass  surgcrv'  but  returning  to  speed; 
gradually  turning  over  control  to  son- 
in  law  Hdwin  C  .  (Skip)  Gage  Fsri- 
matcd  worth  SI  billion. 
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THE  RETIREMENT  FALLACY 


I 


By  John  L.  Steffens 

t  is  rare  to  find  the 

people  on  Capitol  Hill 

agreeing  on  anything. 

But  a  consensus  is 
beginning  to  form  on  a 
vital  issue  facing  the  U.S.: 
We  must  save  more  if  we 
want  to  establish  a  se- 
cure future  for  ourselves 
and  our  children. 

It  is  more  than  an 
issue  of  national  pride. 
Our  country's  prosperity 
is  threatened  by  low  sav- 
ing. As  Alan  Greenspan 
testified  recently  before 
the  Senate,  "The  damage 
from  low  saving  doesn't 
show  up  immediately.  It  is 
more  insidious — it  chips 
away  at  the  productivity 
gains  we  are  able  to 
achieve  over  time:  it  grad- 
ually hampers  our  com- 
petitiveness in  intemation- 
al  markets;  and  after  a 
period  of  years,  it  results 
in  a  lower  standard  of  liv- 
ing than  we  would  other- 
wise enjoy." 

The  U.S.  must  respond  to  the 
need  for  increased  saving  or  nsk 
jeopardizing  our  future  quality  of  life. 

THE  NEED  FOR  ACTION 

There  rs  an  urgent  need  to 
increase  saving  in  the  U.S. 
Changing  demographics  and 
an  aging  population  will  place  new 
demands  on  American  saving. 

By  the  year  2000.  35  million 
people,  one-eighth  of  the  popula- 
tion, will  be  over  age  65.  By  the  year 


We  must  save  more  if  we  want  to 

establish  a  secure  future  for  ourselves 

and  our  children 


201 0,  older  Americans  will  account 
for  a  health  care  bill  approaching 
$1 .5  trillion  (in  current  dollars).  Each 
individual  over  age  75  will  pay  an 
annual  health  care  bill  of  $10,000. 

Will  we  be  able  to  provide  for  a 
much  larger  older  population  without 
losing  the  ability  to  support  ourselves? 

We'll  only  succeed  if  individuals, 
corporations  and  poScymakers  act  now 
to  forge  a  new  partnership  aimed  at 

'    John  L  steffens  is  Executive  Vice  President, 
Merrill  Lyncti  &  Co.,  Inc.,  Private  Client  Group,   i 
as  we4l  as  National  Chairman.  Ailiance  for 

Agvtg  Research  . 


rallying  the  population  to 
increase  saving. 

For  individuals,  this 
means  creating  saving 
programs  designed  to 
finance  retirement  and 
other  financial  goals  and 
objectives.  It  also  requires 
a  personal  commitment 
to  alert  our  feltow  citizens, 
government  and  corpora- 
tions to  the  saving  crisis. 
We  must  challenge  our 
elected  officials  and 
:hose  running  for  office 
next  year  to  stimulate 
saving  by  providing  the 
tax  incentives  this  coun- 
try needs  to  save  more. 

Government  must 
heed  the  call  and  spur 
saving  by  providing  incen- 
tives to  channel  present 
income  into  those  tools 
that  will  finance  future 
growth  and  expansion. 

The  Bentsen-Roth 
Super  IRA  initiative  would 
restore  eligibility  to  all 
American  workers.  The  Super  IRA 
provides  for  tax-free  growth  and  the 
option  of  upfront  deductibility  arxi/or 
tax-free  withdrawals  on  after-tax 
contributions,  with  a  five-year  holding 
period.  This  would  be  a  powerful  tool 
to  nnotivate  more  Americans  to  save. 
The  Bush  Administration's  proposed 
Family  Savings  Account,  which  pro- 
vides tax-free  growth  and  with- 
drawals on  after-tax  contnbutions 
with  a  seven-year  holding  perxxl.  is 
also  a  step  in  the  right  direction. 

At  the  same  time,  corporations 
need  to  respond  to  employees' 
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retirement  needs  with  education 
and  diversified  investment  options 
from  which  employees  can  choose. 
Benefits  managers  must  make  cer- 
tain that  employees  clearly  under- 
stand the  nature  of  long-term 
investing,  so  retirees  can  build 
financial  independence. 

But  the  ultimate  responsibility 
for  increasing  savings  in  this  coun- 
try still  falls  upon  the  individual. 
Americans  must  come  to  terms 
with  the  financial  realities  of  retire- 
ment and  take  the  initiative  to  cre- 
ate their  own  saving  programs 
designed  to  finance  future  goals 
and  objectives.  The  alternative  is  an 
insecure  future  that  could  substan- 
tially reduce  the  future  quality  of  life. 

OUR  EXPECTATIONS 

During  the  next  25  years,  the 
number  of  Americans  between 
the  ages  of  45  and  64  is  project- 
ed to  increase  more  than  70%, 
according  to  a  study  by  the  Boettner 
Institute  of  Financial  Gerontology  in 
Bryn  Mawr,  Pa.  This  is  the  period  of 
life  when  people  need  to  intensify 
retirement  planning  and  increase 
saving,  particularly  if  they  have 
deferred  saving  earlier. 

The  Third  Annual  Merrill  Lynch 
Retirement  Planning  Survey  reveals 
that  many  middle-aged  Americans 
do  not  understand  the  urgency  of 
the  situation. 

The  survey,  which  interviewed 
400  Americans  between  the  ages 
of  45  and  64,  found  that  nearly 
three-quarters  of  those  polled 
expect  their  standard  of  living  to 
remain  the  same  during  retirement. 
Few  of  these  Americans  under- 
stand where  their  retirement 
money  will  come  from.  Fully  39% 
believe  Social  Security  will  be  their 
main  source  of  retirement  income. 


Preretirees'  Perception  versus  Reality  of  Retirement  Income 

Actual  percent  of  annual  income  from  various  sources: 

Heads  of  households  age  65+  and  $20,000+  total  annual  income 


39% 


Social  Security 

Pensions 

Saving  &  Investments 

Earnings 

Other 

Source:  Department  of  Treasury,  1990 

What  one  source  do  you  feel  will  be  the  most  important  source  of  income  you  will  live  on 
after  you  have  retired  from  the  woric  fore:? 


Social  Security 
Employer's  pension  plan 

Government  pension  (other  than  Social  Security)  ^^^1  9% 

Other  savings/investments  now  on  hand  ^^  5% 
Earned  income  from  part-time  job  ^  4% 

Source:  Third  Annual  Merrill  Lynch  Retirement  Planning  Survey  1990 


39% 


Americans  are  being 

called  to  action  this  year. 

We  have  to  take  a  stand 

and  let  government  and 

corporations  know  the  U.S. 

is  worth  saving. 


Furthermore,  recent  data  reveal 
the  U.S.  has  one  of  the  lowest  sav- 
ing rates  in  the  industrialized  world. 


For  a  free  copy  of 
"The  Future  Doesn't  Add  Up," 
Merrill  Lynch's  Third  Annual 
Survey  of  Preretirees  and  Cor- 
porate Benefits  Managers,  call 
1  -800-637-7455,  ext.  8064. 


AN  INDIVIDUAL'S  STAKE  IN 
THE  CRISIS 

It's  not  so  much  that  Amencans 
do  not  want  to  save,  it's  that  sav- 
ing in  the  sense  of  accumulating 
significant  assets  requires  planning 
and  commitment. 

That's  where  most  Americans 
need  help.  The  Mernll  Lynch  survey 
found  that  70%  of  Amencans  age 
45  to  64  accept  responsibility  for 
their  own  financial  future,  and  77% 
allocate  some  money  to  a  retire- 
ment account.  However, a  large 
portion.  62%.  agree  that,  "I  just 
save  what  I  can  and  hope  that  I  will 
have  enough  to  live  on  in  retire- 
ment." And  19%  allocate  absolutely 
nothing! 

Recognizing  the  need  to  save  is 
only  half  ttie  battle  r  overcomng  retire- 
ment  income  shortfalls.  The  invest- 
ments you  choose  to  ensure  your 
financial  future  are  equally  important. 
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INVESTMENT  ALTERNATIVES 

FOR  YOUR  RETIREMENT 

PLANNING  NEEDS 

'or  many  active  investors  in 
I  financial  nnarkets,  mutual  funds 
have  become  the  investment 
medium  of  choice.  Because  they 
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life  can  help  build  significant 
assets  for  retirement  on  a  tax- 
favorable  basis.  Tax-exempt 
municipal  bonds  can  be  another 
excellent  alternative  for  investors 
seeking  tax-free  income.  Zero- 
coupon  instruments  provide  the 
comfort  of  knowing  exactly  how 
much  a  sum  of  money  will  grow  to 


Where  Preretirees  Have  Invested  Retirement  Assets 


In  Past  Years 


1990 


1988 


Passbook  CDs  Stocks  Money  Mutual 

Savings  Market  Funds      Funds 

Source:  Third  Annual  Merrill  Lynch  Retirement  Planning  Survey  1990 


Bonds 


provide  diversification,  professional 
management  and  low  costs, 
mutual  funds  offer  a  cost-effective 
and  easy  way  to  invest  money. 
Coupled  with  dollar  cost  averag- 
ing, or  the  strategy  of  investing  a 
fixed-dollar  amount  at  regular 
intervals,  the  ownership  of  mutual 
funds  can  increase  growth  and 
minimize  risk  by  spreading  pur- 
chases over  several  different  time 
periods.  Similarly,  defined  asset 
funds  or  unit  investment  trusts 
offer  the  benefit  of  professional 
selection  and  a  range  of  invest- 
ment alternatives. 

For  more  conservative 
investors,  fixed  and  variable  annu- 
ities and  whole  life  insurance 
including  variable  life  and  universal 


in  a  given  number  of  years.  While 
the  future  value  of  zero-coupon 
instruments,  if  held  to  maturity,  is 
fixed,  their  market  value  will  fluctu- 
ate. Interest  is  usually  taxable  in 
the  year  it  is  earned,  even  though 
you  don't  receive  any  payments 
until  maturity. 

The  Merrill  Lynch  Retirement 
Builder^*^  program  offers  you  a  free 
personalized  proposal  that  quickly 
estimates  just  how  much  you 
might  need  to  afford  the  retirement 
lifestyle  you  desire.  It  also  shows 
how  much  you  need  to  save  or 
invest  each  year  to  accumulate  the 
necessary  funds.  For  more  infor- 
mation, contact  a  Merrill  Lynch 
Financial  Consultant  or  call  1  -800- 
637-7455  ext.  8065. 


LONG-TERM  SOLUTIONS 

When  savvy  investors  look  for 
long-term  solutions,  they 
seek  out  themes  in  the  mar- 
ketplace that  suggest  future 
strength.  "The  most  profit  comes 
from  recognizing  the  right  themes, 
not  by  saying  where  the  market  as 
a  whole  will  be,"  says  Merrill 
Lynch's  Chief  Market  Analyst. 
Robert  J.  Farrell. 

Which  investment  theme  will 
dominate  the  1990s?  One  phrase 
might  sum  it  up:  the  reequitization  of 
America. 

As  American  industry  fights  to 
retain  its  worldwide  preeminence,  it 
is  being  forced  to  rebuild  basic 
industries  and  infrastructure — the 
real  economy.  Basic  manufacturing 
and  new  technologies  for  improving 
productivity  should  set  the  pace  for 
the  1990s.  These  include  capital 
goods,  infrastructure  rebuilding, 
engineering  and  construction  and 
pollution-control  industries. 

"Rust-belt  firms  had  to  leam  to 
survive  during  the  last  decade," 
says  Farrell.  He  believes  they  have 
made  important  progress.  "With 
leveraged  buyouts  and  other  forms 
of  financial  engineering  expected  to 
abate,  more  capital  will  flow  into 
productive  assets." 

The  shift  away  from  debt 
financing  in  favor  of  equitization  has 
already  begun. 

Since  the  beginning  of  1991. 
prominent  leveraged  buyout  com- 
panies, such  as  RJR  Nabisco  Hold- 
ings and  Safeway,  have  issued 
equity  to  repay  debt.  Indeed,  the 
market  began  to  reward  healthy 
balance  sheets  some  time  ago. 
Since  the  middle  of  1989,  the 
stocks  of  companies  with  low  levels 
of  debt  outperformed  the  stocks  of 
companies  with  high  levels  of  debt. 
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The  Retirement  Saving  Gap 


Merrill  Lynch  Market  Planning  has  projected  the  gap  between  future  retirement  costs  and  what  individuals  will  need 

to  bridge  the  gap.  The  projections  show  the  amount  of  saving  that  would  be  required  to  meet  retirement  costs  for  a 

couple  at  the  indicated  age  and  income  levels,  in  addition  to  projected  pension  and  Social  Security  benefits. 


CURRENT 
AGE 

ANNUAL  SALARY 

$60,000 

$100,000 

Total 
Required 

Annual  Saving  As 
Fixed  $     %  of  Salary 

Total 
Required 

Annual  Saving  As 
Fixed  $     %  of  Salary 

45 

Total  Retirement  Expenses 
Income  Maintenance 
Health  &  LTC  Expenses 

$472,125 
$228,661 
$243,464 

$11,517         14.06% 
$  5,578           6.81% 
$  5,939           7.25% 

$879,299 
$635,835 
$243,464 

$21,449         15.71% 
$15,510         11.36% 
$  5,939            4.35%     , 

55 

Total  Retirement  Expenses 
Income  Maintenance 
Health  &  LTC  Expenses 

$322,491 
$183,950 
$138,541 

$23,341         33.12% 
$13,314         18.89% 
$10,027         14.23% 

$597,563 
$459,022 
$138,541 

$43,250         36.82% 
$33,223         28.29% 
$10,027            8.53%     1 

ASSUMPTION;  All  figs,  are  current  $:  Retirement  age  =  65:  Male  mortality  =  78,  Female  mortality  =  87:  Savings  for  retirement  begin  at  current  age:  Investment  rate  of  return  7%  after 
tax:  Annual  salary  growth  =  4%:  Income  maintenance  =  60%  of  final  working  year's  salary:  Pensions  =  18%  of  final  working  year's  salary:  Social  Security  projections  from  Sooal  Secuh- 
ty  Administration:  Trustee's  Report.  1990:  Health  care  expenses  include  out-of-pocket  health  costs.  Medicare  Part  B  premium  and  Medigap  p>olicy:  Long-term  Care  expenses  incltxle 
LTC  insurance  policy:  LTC  deductible  expense  is  first  90  days  of  a  LTC  facility — after  90  days  insurance  covers  cost:  LTC  is  needed  for  3  yrs.  of  males  life  LTC  insurance  premiums 
do  not  continue  while  Individual  is  in  LTC  facility:  percent  of  salary  needed  to  save  is  a  constant  percent  of  an  increasing  salary. 


THE  INTERNATIONAL 
ALTERNATIVES 

When  it  comes  to  buying  equities, 
people  often  opt  to  buy  issues  of 
domestic  companies.  To  many 
investors,  the  mere  thought  of  tack- 
ling the  world  of  investing  in  interna- 
tional markets  is  as  forbidding  as  the 
Berlin  Wall  once  was.  However,  by 
failing  to  consider  international  equi- 
ties, investors  may  be  slamming  the 
door  on  better  returns,  especially  in 
light  of  the  monumental  changes  of 
the  last  few  years. 

Dunng  the  1980s,  the  com- 
pound annual  rate  of  total  return  in 
the  U.S.  stock  market  was  17.6%, 
compared  with  the  major  interna- 
tional markets,  which  ranged  from 
1 5.6%  in  Germany  to  21 .5%  in 
Japan  to  a  high  of  23.9%  in  the 
U.K.  (Source:  Merrill  Lynch  Global 
Investment  Strategy). 

International  investing  may  yield 
healthy  returns,  it  also  can  diversify 
risk  in  a  portfolio.  To  achieve  diver- 
sity while  avoiding  the  risk  of  small, 
thinly  traded  markets,  investors  may 
want  to  explore  beyond  the  "Big 


Five"  markets — New  York,  London, 
Tokyo,  Frankfurt  and  Paris — and 
consider  Sydney,  Geneva  and 
Toronto.  The  shrewd  investor  may 
also  tap  into  above-average  perfor- 
mance in  the  new  growth  economies 
of  Hong  Kong,  Singapore  and 
Spain.  Some  of  the  largest  firms  in 
the  world  are  based  in  foreign  coun- 
tries which  offer  attractive  diversifi- 
cation potential. 

Diversifying  in  intemational  equi- 
ties is  key,  since  the  depreciation  of 
one  currency  leads  to  the  upswing  of 
another.  The  difficulty  of  dealing  in  dif- 
ferent currencies  is  less  of  an  issue  for 
equity  investors  than  for  bond 
investors.  Mutual  funds  and  defined 
asset  funds  are  investment  alterna- 
tives which  provide  easy  diversification 
at  a  relatively  low  cost. 

Recent  changes  in  internation- 
al markets  could  spell  opportunity 
for  investors  seeking  to  enhance 
their  returns  and  reduce  risk.  The 
dismantling  of  communism  and  the 
closer  integration  of  Europe,  cou- 
pled with  renewed  economic 
growth,  provide  new  alternatives 
for  U.S.  investors  to  capitalize  on 
international  markets.  ■ 


At  the  same  time,  the  increased 
supply  of  equities  isn't  expected 
to  depress  stock  prices.  While 
more  supply  can  suppress  prices, 
other  conditions  usually  dominate. 
For  instance,  in  an  analysis  of 
stock  prices  versus  new  equity 
issuances  during  the  past  ten 
years,  it  was  discovered  that  the 
two  often  move  in  tandem.  The 
reason  is  that  a  rising  market 
encourages  companies  to  issue 
stock.  More  broadly,  the  economic 
environment  that  encourages  com- 
panies to  issue  stock  is  also  one 
that  is  generally  favorable  for  stock 
market  pnces. 

For  a  copy  of  our  most  recent 
report  on  opportunities  in  equities, 
call  1  -800-637-7455.  ext.  8066. 

As  baby  boomers  sort  through 
their  saving  and  investment  altema- 
tives.  many  of  them  will  probably 
arrive  at  the  same  conclusion  their 
parents  did:  Equities  are  one  of  the 
few  investment  alternatives  that 
offer  an  individual  a  good  chance  of 
keeping  up  with  the  growth  of  the 
economy  and  inflation.  Based  on 
the  Standard  &  Poor's  500  Index, 
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THE  RETIREMENT  FALLACY 


the  annualized  total  return  (with  div- 
idends reinvested)  on  stocks  since 
1960  has  been  about  10%.  That 
compares  with  a  6%  annual  return 
from  Treasury  bonds,  7%  annual 
growth  in  home  prices  and  5% 
annual  overall  inflation  rate.  Even 
after  adjusting  for  inflation,  a 
$1 ,000  investment  in  the  Standard 
&  Poor's  500  in  1960  would  be 
worth  $4,400  today. 

Those  results  suggest  that 
demand  for  equities  will  remain 
strong  throughout  the  1990s  and 


beyond.  It  couldn't  come  at  a  bet- 
ter time.  Rebuilding  the  real  econ- 
omy is  essential.  Amenca  needs  to 
meet  the  challenge  of  revitalizing 
its  basic  industries.  Reequitization 
is  here. 

THE  IMPLICATIOHS 

ore  American  policymakers, 
corporations  and  individuals 
are  reaching  the  conclusion 
that  Americans  must  save  more 
to  ensure  a  stable  future  for 


YEAR-END  TACTICS  TO  TRIM  YOUR  TAXES 

Your  investment  tax  strategies  will  become  even  more  important  as  the 
costs  of  our  aging  population  increase. 

One  step  to  investing  and  saving  more  is  to  reduce  your  taxes. 
Here  are  six  tactics  to  reduce  your  1991  taxes  if  you  act  before  year- 
end.  Before  taking  action,  consult  your  tax  adviser.  A  Merrill  Lynch 
Financial  Consultant  can  help  execute  the  transactions. 

Tax  law  changes  under  consideration  in  Washington  could  affect  the 
strategies  discussed  below.  Further,  many  state  and  local  governments 
are  also  considering  possible  tax  increases,  which  could  affect  tax  plan- 
ning moves. 

1.  Estimate  your  1991  tax  liability,  including  any  attemative  minimum 
tax  liability,  while  there  is  still  time  to  act. 

2.  Go  short  against  the  box,  or  buy  put  options,  to  lock  in  capital 
gains  this  year  but  defer  taxes  until  1992. 

3.  Where  appropriate,  realize  capital  losses  to  offset  capital  gams. 

4.  Contribute  the  maximum  you  can  to  tax-deferred  retirement 
accounts. 


*^ 


Ensure  deductibility  of  interest  expenses  by  subsmuung  tax-deductible 
home  equity  credit  for  non-deductible  consumer  debt.  Ensure  the 
deductibility  of  your  investment  interest  expense  by  making  certain  that 
expense  does  not  exceed  your  investment  income. 

Shift  investment  income  to  children  up  to  the  "kiddie  tax"  limit  (up 

to  $1 1 00  for  children  under  age  1 4).  j^ 

For  more  information  about  these  and  other  strategies, 

call  1-800-637-7455,  Ext.  8067  and  ask  for  our  current  brochure 

offering  Tax  Saving  Ideas  for  Investors.  If  you  own  or  run  a 

business,  call  1-800-637-7455,  Ext.  8068  to  get  "How  to  Cut 

Your  Business  Tax  Bill." 


themselves  and  their  cnnaren. 

America  stands  at  a  cross- 
roads in  its  economic  history.  In 
the  coming  few  years,  it  could 
achieve,  as  Merrill  Lynch  Chairman 
and  CEO  William  A.  Schreyer 
terms  it,  an  economic  and  social 
"twofer."  He  says:  "The  twofer 
would  provide  both  the  economic 
benefit  of  adding  to  the  saving 
pool,  and  the  social  benefit  of  giv- 
ing the  saver  more  control  over  the 
condition  and  quality  of  his  later 
years."  But  that  will  only  happen  rf 
all  parties  do  their  share  to  stimu- 
late investment  in  the  U.S. 

Schreyer  said  it  best  in  an  op-ed 
column  in  the  Wall  Street  Journal: 
"Through  the  generations,  the  dol- 
lars that  Americans  put  aside 
helped  sustain  them  in  their  old 
age — thereby  lightening  the  load  on 
their  offspnng." 

"Equally  important,  through  the 
miracle  of  time  and  compounding, 
the  savings  of  those  generations 
became  a  mountain  of  investment 
capital  that  built  great  factories, 
developed  new  technologies  and 
financed  magnificent  universities — 
the  very  assets  that  make  our 
nation,  even  today,  the  world's 
dominant  economic  power." 

The  1990s  will  be  a  time  of 
rebuilding  for  America — the  reequiti- 
zation of  our  industrial  base.  It 
couldn't  come  at  a  more  opportune 
time.  We  need  to  place  our 
resources  where  the  probable 
returns — for  ourselves  and  our 
country — are  the  greatest.  Amen- 
cans  must  become  investors, 
wtiich  means  putting  money  in  the 
equities  and  mutual  funds  that  will 
rebuild  our  country.  Only  then  will 
we  have  protected  ourselves  from 
the  erosion  of  inflation.  Only  then 
will  we  have  taken  the  first  steps  tc 
saving  Amenca.  ■ 


Cut  taxes 


Plan  now  or  pay  later. 
Learn  how  you  may  reduce 
your  taxes  with  our  free 
tax-saving  ideas. 

Like  most  investors  today, 
you  need  help. 

Help  finding  ways  to  mini- 
mize your  taxes  in  a  world 
where  such  opportunities 
grow  scarcer  every  day 

No  one  knows  better 
where  to  look  than  Merrill 
Lynch.  We  understand  your 
tax  needs.  And  we  can  offer 
tax  strategies  for  today  that 
can  help  limit  your  tax  burden 
tomorrow. 


Start  by  requesting  your 
free  copy  of  our  brochure,  89 
Tax-Saving  Ideas  for  Investors. 
We've  also  added  a  special 
worksheet  to  help  you  project 
your  tax  liability  for  1991.  Use 
it  as  a  guide  to  help  you  take 
advantage  of  our  tax-saving 
tips.  These  strategies  include 
ways  to  lock  in  capital  gains 
this  year  while  deferring  taxes 
until  next  year.  You'll  learn 
how  capital  losses  from  bond 
swaps  can  offset  your  capital 
gains  as  well  as  how  a  home 
equity  credit  line  can  pre- 
serve deductions  on 
consumer  interest  expense. 


Send  for  this  free  brochure 
today  And  talk  to  an  even 
more  valuable  source  of 
information -your  Merrill 
Lynch  Financial  Consultant. 

For  your  free  copy  of  89 
Tax-Saving  Ideas  for  Investors 
with  the  special  worksheet, 
call  toll-free.  Mondav  through 
Friday  8:30  A.M.  to  9  P.M.  E.T. 
Or  clip  here  and  get  the  cut 
you  deserve. 


>1«)1  Merrill  Lynch.  Piene,  Kenner&  Smith  Inc  Member SIPC 


Merrill  Lynch 

A  tradition  of  trust. 


OVER  $900,000,000 


1 
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Wild  about  Harry,  Leona  Helmsley  stands  convicted  a  decade  later 

Once  it  was  ballroom  dancing  and  holding  hands  for  the  cameras.  But  along  with  her  conviction  for  tax  evasion, 

Leona  was  convicted  in  the  media  as  the  Queen  of  Mean.  The  court  ruled  Harry  incompetent  to  stand  trial. 


George  Soros 

Money  manager.  London,  NYC, 
Southampton,  N.Y.  61 .  Divorced,  re- 
married; 5  children.  Hungarian  born, 
hid  from  Nazis  in  family's  attic.  Paris 
after  war,  then  to  London  School  of 
Economics;  Wall  St.  1956  as  analyst, 
currency  trader.  Started  Cura(;ao- 
based  fiind,  now  Quantum  Fund, 
1969,  with  colleague  Jim  Rogers  (no 
longer  involved):  non-U.S.  investors 
only.  Twenty-year  compound  rate  of 
return  over  30%.  Constantly  travel- 
ing. Funded  Budapest  business 
school,  first  in  Eastern  Europe.  Set  up 
Hungary  Fund  1989;  resigned  Janu- 
ary 1991,  citing  conflict  of  interest 
with  other  funds.  Puts  money  where 
mouth  is:  holds  large  number  of 
shares  in  own  Quantum  Fund;  with 
other  assets  believed  to  be  worth 
$975  million. 

Kirk  Kerkorian 

Investments.  Beverly  Hills,  Las  Ve- 
gas. 74.  Twice  divorced,  2  children. 
Son  of  Armenian  immigrant  fruit 
farmer;  junior  high  dropout,  light- 
weight amateur  boxer;  repaired  and 
sold  junk  cars;  trained  U.S.  fighter 
pilots,  captain  in  Royal  Air  Force 
WWII.  Flew  surplus  Air  Force  planes 
across  Adantic,  built  charter  airline; 
sold  company  for  $104  million  profit 
1966.  Paid  $82  million  for  40% 
MGM  in  hostile  takeover  1969,  $380 


million  for  United  Artists  1981; 
merged  both  1986.  Shuffled  assets  in 
complex  deal  with  Ted  Turner  1986: 
MGM/UA  to  Ted  for  $500  million 
plus  stock,  bought  back  bulk  for  $480 
million  1987.  Recently  sold  entire 
bag  to  Giancarlo  Perretti's  Pathe  for 
$1.3  billion.  Since  bought  chunk  of 
Chrysler;  still  shopping.  Owns  81% 
MGM  Grand:  hotel-casinos,  luxury 
airline;  $700  million  plan  for  Las  Ve- 
gas movie  theme  park,  5, 000 -room 
hotel-casino.  Claims  never  to  have 
taken  any  salary  or  perks  from  compa- 
nies. Worth  over  $965  million. 


Marvin  Maynard  Schwan 

Ice  cream,  pizza.  Sioux  Falls,  S.D.  62. 
Divorced,  remarried;  4  children.  Fa- 
ther Prussian  immigrant  to  Minneso- 
ta 1921;  built  dair>'  plant  1948.  Son 
Marvin  put  self  through  Bethany  Lu- 
theran College,  worked  summers; 
joined  family  milk  bottling  plant 
1950.  Local  price  cap  forced  business 
out  on  road.  Found  isolated  rural 
families  eager  buyers  from  Schwan 
trucks,  soon  equipped  like  traveling 
7-FLIevens.  Now  Schwan  Sales  Enter- 
prises sales  more  than  $1  billion, 
2,300  computerized  trucks,  49  states: 
dairy,  frozen  pizza,  juices,  more. 
Building  pizza  business,  food  supplies 
estimated  92%  U.S.  school  lunch 
sales.  Private,  modest  offices.  Rival:  "I 
have  never  met  a  tougher  competitor 


in  my  life."  Estimated  at  least  $950 
million. 

Donald  Worthington 
Reynolds 

Publishing.  Las  Vegas.  85.  Thrice  di- 
vorced, 3  children.  Son  of  door-to- 
door  grocery  peddler.  "We  never 
missed  any  meals,  but  that  was  about 
it."  Worked  way  through  U.  of  Mis- 
souri journalism  school.  Fired  from 
first  two  jobs.  Scraped  together 
enough  to  invest  in  printing  plant. 
WWII  shrapnel  hit  in  forehead:  'Tt 
got  rid  of  my  sinus  trouble."  Helped 
publish  wartime  magazine  Yank.  Af- 
ter, acquired  small  dailies,  built  highly 
profitable  Donrey  Media  Group:  53 
dailies,  61  nondailies,  TV'  station,  5 
cable  companies,  billboards.  Union- 
buster,  cost-cutting  fanatic.  "Ungrate- 
fiil"  children  uninterested;  founda- 
tion to  get  estimated  $950  million 
empire  when  Reynolds  reaches  that 
"big  newsroom  in  the  sky." 

Edward  Perry  Bass 

Oil,  investments.  Fort  Worth.  46. 
Single.  Second  of  4  brothers  (sec  other 
Basses).  Yale;  Coast  Guard;  Yale  archi- 
tecture school;  only  non-M.B.A.  Bass 
brother.  Influenced  by  commune 
outside  Santa  Fe,  fiinded  worldxside 
projects  including  Nepal  hotel:  "One 
thing  my  travels  have  given  me  is  an 
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understanding  of  culture  and  an  ap- 
preciation of  culture."  Spending  mil- 
lions on  experimental  enclosed  eco- 
system Arizona:  Biosphere  II.  Loner. 
Spends  half  year  at  500,000-acre  Aus- 
tralian catde  ranch.  Over  $20  million 
to  establish  Institute  of  Biospheric 
Studies  at  Yale.  Planning  $25  million 
downtown  Fort  Worth  housing  de- 
velopment. "Only  10%  of  his  invest- 
ments are  nutty."  Oil,  real  estate  de- 
clines may  put  net  worth  below  $1 
billion. 


Barbara  Piasecka  Johnson 

Inheritance.  Princeton,  N.J.  54.  Wid- 
owed, no  children.  Third  wife  John 
Seward  Johnson  (d.  1983),  heir  to 
Johnson  &  Johnson  empire.  Art  his- 
tory M.A.,  U.Wroclaw;  to  U.S.  1968. 
First  his  upstairs  chambermaid,  then 
"personal"  curator,  scuba  diving 
partner.  John,  then  76,  married  "Ba- 
sia,"  then  34,  1971,  8  days  after  his 
divorce.  Couple  built  $30  million 
country  estate  where  Basia  now  re- 
sides, near  Princeton:  "Jasna  Po- 
lana."  Huge  batde  over  John's  will. 
Offer  to  save  renowned  Gdansk  ship- 
yards 1989  fell  through  when  Polish 
workers  turned  down  $l/hour, 
2,000  layoffs.  Bought  18th-century 
Italian  Badminton  cabinet  for  record 
$15  million  1990.  If  all  inherited  j&j 
stock  sdll  held,  recendy  worth  over 
$940  million. 

Orville  Wayne  Rollins 

Rollins,  Inc.  Adanta.  79.  Married,  2 
children.  Grew  up  on  father's  farm, 
schoolteacher  mother.  No  college, 
worked  72 -hour  week  for  $10  in  tex- 
tile mill  during  Depression.  Made 
TNTduringWWII.  With  brother  John 
started  auto  dealerships;  botded  wa- 
ter; radio  ventures.  Started  Rollins, 
Inc.  1948,  grew  by  acquisition:  me- 
dia, oil  and  gas  services,  security'  sys- 
tems, Orkin  Exterminating.  Split 
company  into  3  public  firms  1984: 
Rollins,  Inc.,  rpc  Energy  Ser\'ices, 
Rollins  Communications,  Inc.  Rol- 
lins Communications  sold  1986  for 
$600  million;  his  share  $290  million. 
Sons  Gary,  Randall  in  management. 
Gives  millions  to  rural  colleges  and 
E!mor>'  U.;  small  fliers  in  fledgling 
firms.  Estimated  worth  over  $930 
million. 


Joseph  Albertson 

Albertson's  Inc.  Boise,  Idaho.  85. 
Married,  1  daughter.  Left  college  ear- 
ly in  Depression  for  $14-a-week  job: 
Safeway  store  manager  in  Kansas.  In 
1939  opened  Boise  grocery  with 
$5,000  life  savings,  $7,500  loan  from 
wife's  aunt.  Imagined  different  kind 
of  grocery — with  bakery  and  drug- 
store. Cofounded  Skaggs- Albertson's 
1969  with  L.S.  Skaggs  (which  see)  to 
build  dream;  amicable  split  1977. 
Now  more  than  500  stores  in  17 
states;  1990  sales,  $8.2  billion.  Does 
not  run  company  anymore,  but  still 
goes  to  work  every  day,  living  by 
motto:  "Work  like  hell  and  make 
money."  Man  who  once  blew  fresh - 
baked-bread  smell  through  the  store 
to  stimulate  buyers  says  that  same 
basics  have  applied  to  business  for  50 
years:  "You  need  a  product  that  peo- 
ple are  ready  and  willing  to  buy,  plus 
all  the  tender  love  and  care  you  can 
give  them."  With  16%  of  affectionate 
Albertson's  stock,  net  worth  exceeds 
$930  million. 

Lawance  Spelman 
Rockefeller 

Inheritance,  investments,  nyc  and 
Tarrytown,  N.Y.  81.  Married;  3 
daughters,  1  son.  Grandson  of  John 
D.  Rockefeller  (see  family,  et  al.).  Big 
returns  on  early  venture  capital  invest- 
ments seeded  from  huge  1934  trust: 
Eastern  Air  Lines,  McDonnell  Doug- 
las, $100  million  gain  Apple  Comput- 
er. Also  developed  remote,  exclusive 
resorts  (some  resorts,  management 
arm  sold  1986  to  csx;  littie  activit\' 
since).  Supported  nyc  Westway  proj- 
ect with  brother  David.  Gave  $36 
million  to  Memorial  Sloan-Kettering 
Hospital;  pledged  $21  million  to 
Princeton;  supports  Zendo,  an  off- 
shoot of  Buddhism;  donated  thou- 
sands of  acres  to  national  parks,  re- 
serves. His,  immediate  family's  por- 
tion Rockefeller  fortune  estimated 
near  $900  million. 


Marc  Rich 
Pincus  Green 

Irading  partners.  Zug,  Switzerland. 
Rich:  56.  Di\i)rced,  remarried;  3 
daughters.    Green:    57.    Married;   2 


sons,  2  daughters.  Rich:  Belgian- 
born;  family  fled  Europe  to  U.S. 
1941.  Quit  NTU  for  Phillip  Brothers 
mail  room.  Rose  with  Brooklyn -bom 
"Pinky"  to  star  trader;  helped  build 
Phibro  into  then  world's  largest  com- 
modities firm.  Pioneered  spot  oil  mar- 
ket 1968.  Phibro  reneged  on  million- 
dollar  bonus;  Rich  walked,  launched 
Marc  Rich  &  Co.  with  former  Phibro 
execs  1973.  (Got  ultimate  revenge, 
acquired  Phibro  this  year.)  Traded 
Iranian  crude  during  hostage  crisis; 
shipped  profits  to  Switzerland.  Pair 
fled  tax  evasion  charges,  to  Switzer- 
land 1983.  Paid  $200  million  federal 
fines  so  U.S.  arm  Clarendon  could 
resume  business  1984;  both  still  on 
wanted  list.  Zug-based  company  now 
world's  second-largest  commodity' 
trader  after  Cargill  (which  see).  Built 
controlling  position  in  aluminum 
market  at  bottom  of  market  mid- 
1980s.  With  P^^jbro  acquisition  and 
joint  venture  with  French  company 
Total-Cie  Fran^aise  des  Petroles, 
company  aggressiveh'  focusing  on  re- 
fining and  trading  oil;  wants  to  ex- 
pand into  Eastern  Europe.  Pinky's 
heart  bypass  led  him  to  retire  last 
summer;  bought  out  for  reported 
$1.5  billion  to  be  collected  over  10 
years.  Rich,  "business  machine,"  in- 
tense, going  through  mess\',  expen- 
sive divorce  settlement.  Green's  cur- 
rent net  worth  estimated  at  S800 
million;  Rich,  S900-million-plus. 

David  Ge£fen 

Recording.  Malibu,  Beverly  Hills, 
Calif.  48.  Single.  Bom  Brc>okl\Ti.  As 
usher  for  CBS  "fired  as  loo  aggres- 
sive." Landed  in  legendar\-  William 
Morris  mailroom;  managed  folk  acts. 
Founded  Asylum  Records  1970.  Re- 
corded Eagles,  Bob  Dylan,  etc.  Sold 
to  Warner  1972  for  "biggest  number 
I  could  think  of^':  S7  million.  After 
cancer  scare,  started  up  Getlcn  Rec- 
ords 1980:  hea\y-metai  bands  White- 
snake,  Guns  N"  Roses,  etc.;  mo\ics 
(Risky  Business) ^  Broadway  (Cats). 
Sold  to  Mc  A  for  S550  million  stivk. 
When  Matsushita  bought  .\»i  A,  upjx'd 
to  $710  million  in  cash.  Owns  25%  of 
worldwide  rights  to  hit  .\tiss  Saijjon. 
With  real  estate,  homes,  etc.,  certainly 
worth  $880  million.  Claims  well  over 
SI  billion:  ''Vou  guys  get  it  wTi>ng 
even-  vear." 
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William  Randolph 

Hearst  Jr. 
Randolph  Apperson 

Hearst 
George  Randolph 

Hearst  Jr. 
Phoehe  Hearst  Cooke 
Millicent  V.  Baoudjakdji 
David  Whitmore 

Hearst  Jr. 
and  families 

Inheritance.  Children  and  grandchil- 
dren William  Randolph  Hearst, 
whose  father,  George  Hearst  (pros- 
pector, land  baron,  U.S.  senator), 
received  failing  San  Francisco  Exam- 
iner to  settle  gambling  debt  1880. 
Only  child,  Hanard-expelled  "Billie 
Buster,"  assumed  control  1887.  Built 
nation's  largest  newspaper  chain,  be- 
came countrN-'s  most  controversial 
media  baron.  Out-sensationalized 
former  emplo\'er  Pulitzer  (see  family) 
in  great  NTC  newspaper  wars.  Pushed 
Spanish -American  War  to  increase 
circulation:  "You  furnish  the  pictures 
and  I'll  furnish  the  war."  Model  for 
Citizen  Kane;  built  S30  million  tem- 
ple of  excess  San  Simeon,  now  owned 
by  state  of  Calif.  Died  1951;  left 
control  of  company  in  foundation  run 


by  cronies.  Heirs  arranged  buyout 
1974  after  long  batde.  Company  now 
owned  by  descendants,  under  profes- 
sional management.  Hearst  Corp. 
now  estimated  over  S2  billion  sales; 
12  dailies,  14  consumer  magazines 
(Cosmopolitan,  Esquire,  Harper's 
Bazaar,  etc.),  15  trade  magazines  (Of- 
ficial Used  Car  Guide,  etc.),  6  TV' 
stations,  6  radio  stations,  books,  real 
estate,  timberland.  "The  more  di- 
verse we  are,  the  better  off  we  are 
going  to  be."  No  buyer  found  for 
ailing  Los  Angeles  Herald  Examiner; 
closed  Nov.  1989.  Five  family 
branches:  1)  Suniving  son  William 
Jr.:  NYC.  83.  Twice  divorced,  wid- 
owed; 2  children.  Editor-in-chief 
Hearst  Newspapers  since  1955;  Pulit- 
zer-winning columnist  1956.  Heads 
family  trust.  Son  William  Randolph 
Hearst  111  Examiner  publisher.  2) 
Sur\'i\ing  son  Randolph:  ntc.  75. 
Twice  divorced,  remarried;  5  daugh- 
ters (including  Patt\')  by  first  wife. 
Hearst  Corp.  chairman.  3)  Children 
of  George  Randolph  Sr.  (d.  1972): 
George  Jr.:  Los  Angeles.  64.  Wid- 
owed, divorced,  remarried;  4  chil- 
dren. Ran  Herald  Examiner  1962-77, 
supervises  real  estate.  Twin  sister 
Phoebe:  San  Francisco.  64.  Divorced, 
remarried;  daughter.  Played  major 
role  with  current  husband  in  family 
trust's  1974  buyback.  4)  Children  of 


David  Whitmore  Sr.  (d.  1986):  Son 
David  Jr.:  Los  Angeles.  46.  Single. 
His  sister  Millicent:  Los  Angeles.  51. 
Married,  3  children.  5)  4  children  of 
son  John  Hearst  (d.  1958):  John  Jr., 
57,  only  one  active  (company  direc- 
tor). Each  branch  has  one  fifth  of 
Hearst  empire,  now  estimated  worth 
some  S4.4  billion. 


Donald  Joyce  Hall 
Barbara  Hall  Marshall 
Elizabeth  Ann  Reid 

Brother  and  sisters.  Hallmark  Cards. 
Mission  Hills,  Kans.  Father,  Joyce 
Hall  (d.  1982),  widi  brothers  began 
distributing  postcards  1905,  soon 
switched  to  greeting  cards.  Created 
new  American  industrv',  literally  tak- 
ing words  out  of  public's  mouth: 
prepackaged  sentiment  for  all  occa- 
sions. Heavy  advertising  in  '20s  bur- 
nished name  recognition;  avoided 
WWII  rationing  by  convincing  gov- 
ernment that  cards  boosted  national 
morale.  Nov\-  Hallmark  leads  the  in- 
dustrv' (1990  sales  S2.7  billion ).  More 
than  700  employees  develop  about 
24,000  cards  and  related  products  a 
year.  Company  already  has  nearly 
1,000  cards  in  nev\-  nonoccasion  cate- 
gorv':  "This  is  hard  to  say,  but  I  think 
you're  a  much  neater  person  when 


Joan  Kroc  with  low- 
fat  mascot  and  late 
husband.  Ray 
A  04CMfT  Intsi'vw 
after  th«  MacDon- 
aid  burger  czar's 
death  in  1984.  the 
widow  dumped 
his  politics  (Repub- 
lican) and  his 
hobby  (baseball) 
and  lately  even 
some  of  his  stock 
(she  now  owns 
6S)  to  give  to  Du- 
kakis and  other 
Democrats,  and  to 
peace,  ant^ 
nuclear  and 
Catholic  causes. 


198 


Forbes  400  ■  tXtobcr  2 1 ,  1991 


«-n 


•tvj 


MARCH   5,   1994 


WE     CAN     CHANGE     THE     FUTURE. 


At  this  moment  there  could  be  a  burglary  in  your 
future.  But  that  can  change.  Vou  can  stop  that  break- 
in  now.  Before  it  ever  happens. 

As  a  property  and  casualty  insurer,  we  know  bur- 
glars are  especially  enamored  of  electronics  plants.  >Xe 
also  know  the  steps  you  can  take  to  help  make  your 
premises  less  attractive  to  them.  Vou  have  to  be  com- 
mitted to  those  steps.  But  so  does  everyone  else  we 


trroup  you  with— electronics  people  like  you  who 
share  the  same  kinds  of  risks.  And  who  will  also  share 
the  same  lowered  premiums  and  the  possibility  of 
dividends  that  come  with  diligent  loss  control.  Its 
that  wav  for  every  industry  we  insure. 

Call  your  agent  or  broker  about  us.  And  make  sure 
the  bad  guvs  dont  have  a  future  with  your  company 

Atlantic  Mutual.  4.5  Wall  Street.  New  York.  NY  10005 


=kAtlanti('Mutual 

IT  P.WS  TO  Bh:  C.ARKKL  L. 
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OVER  $800,000,000 


r/'fre  not  drinking."  Good  luck. 
Haiimark  also  has  stakes  in  media 
groups.  Family  controls  two-thirds  of 
private  company.  Donald:  Mission 
Hills,  Kans.  63.  Married,  3  children. 
Chairman's  third  estimated  S860  mil- 
lion. Barbara:  Kansas  City,  Mo.  68. 
Widowed,  2  children.  Elizabeth: 
Denton,  Tex.  68.  Divorced,  5  chil- 
dren. Sisters  each  have  one-sixth  Hall- 
mark, estimated  S430  million  each. 

Charles  F.  Feeney 

Dut)'  Free  Shoppers,  real  estate,  etc. 
London.  60.  Married,  5  children. 
Started  in  Hong  Kong  1960  uith 
Cornell  School  of  Hotel  Administra- 
tion classmate,  built  world's  largest 
dutN'-free  retailer;  sales  near  S2.5  bil- 
lion. Japanese  tourists  main  custom- 
ers: Gave  tour  guides  hefty  commis- 
sions for  luring  tourists  to  stores.  Left 
operations  1970s  to  invest  huge  cash 
flow  through  Bermuda- based  Gener- 
al Atlantic  Holding  company.  Hong 
Kong/San  Francisco- based  InterPa- 
cific.  Resort  hotels  in  Guam,  Saipan; 
Tahiti  shopping  center;  Taiwan 
watchmaker,  etc.  High-strung,  fast- 
talking.  Flies  economy.  Reclusive. 
Margins,  sales  down  with  fall  in  tour- 
ism, but  with  40%  of  Duty  Free  Shop- 
pers probably  still  worth  more  than 
S850  million. 

Winthrop  Paul 
Rockefeller 

Inheritance.  Morrilton,  Ark.  43.  Di- 
vorced, remarried;  3  children  by  first 
wife;  2  by  second.  Great-grandson  of 
John  D.  Rockefeller,  onlv  child  of 
"black  sheep"  Winthrop  (d.  1973,  see 
Rockefeller  family,  et  al.),  who  con- 
verted rocky  mountaintop  area  into 
Winrock  Farms;  twice  Arkansas  GOP 
goN'crnor.  Win  Paul  offspring  of  John 
D.'s  brief  marriage  to  Barbara  (Bobo) 
Scars;  European  schooling;  dropped 
out  of  Oxford  after  first  year.  Runs 
Winrock,  one  of  largest  private  cattle 
operations  in  Southeast;  also  presi- 
dent, chairman  of  the  Billfish  Foun- 
dation. Set  up  Law  Enforcement  As- 
sistance Foundation  to  aid  local  sher- 
iff's; in  past,  sometimes  accompanied 
local  police  on  patrols.  Ver>'  philan- 
thropic. His  share  of  Rockefeller  for- 
tune believed  to  be  at  least  S850 
million. 


Steven  Anthony  Ballmer 

Microsoft:  Corp.  Bellevoie,  Wash.  35. 
Married.  Son  of  Swiss  immigrant; 
grew  up  in  Detroit.  Assistant  product 
manager  Procter  &  Gamble.  Left  B- 
school  1980  to  join  Hanard  class- 
mate Bill  Gates  (which  see)  as  first 
nonprogrammer  at  Microsoft.  Four 
years  later  stated  two  objectives  of  the 
company:  innovate  state-of-the-art 
software  and  radically  influence  the 
way  people  live.  Now  senior  vice  pres- 
ident s)'stems  sofi^vare  group  ( MS- 
DOS,  OS/2,  etc.).  Described  as  the 
ultimate  marketing  guy,  showed  up 
on  video  for  the  xMS-DOS  5.0  introduc- 
tion in  Karl  Maiden  garb,  declaring 
"no  PC  should  be  without  it."  Elected 
to  Harvard's  Board  of  Overseers.  His 
Microsoft  stock  recently  worth  S850 
million. 


James  R.  Gargill 
Margaret  Gargill 
W.  Duncan  MacMillan 
John  Hugh  MacMillan  m 
Marion  MacMillan  Pictet 
Whitney  MacMillan 
Gargill  MacMillan 
Pauline  MacMillan 
Keinath 

Inheritance.  Grandchildren,  great- 
grandchildren of  William  W\  Cargill, 
Long  Island-born  immigrant's  son 
who  moved  west,  set  up  Cargill  Inc. 
to  trade  grain  1865;  quickly  surpassed 
competition.  John  MacMillan  Sr. 
took  over  1909,  after  death  of  father- 
in-law  Cargill;  victor  in  power  strug- 
gle with  Cargill's  son.  Became  world's 
largest  commercial  grain  trader;  now 
also  giant  international  grain,  oilseed 
processor;  plus  salt  mines,  steel  fabri- 
cating. Chicken  McNugget  maker, 
etc.  Branched  into  ftitures  brokerage 
ser^•ices  1970s.  Private  as  ever;  1990 
sales  $49  billion,  net  income  over 
S300  million — books  said  to  be  con- 
ser\  ative.  Urge  sums  plow  ed  back  into 
company.  Whitney  MacMillan  cur- 
rent c  FO;  proposed  hsop  to  increase 
family's  stock  liquidity-  voted  down  by 
elders,  lest  fifth  generation  squander 
wealth:  "Our  best  investment  is  Car- 
gill." Three  branches  believed  to  split 
equally  voting  stock  controlling  esti- 


mated S5 -billion-plus  fortune.  First 
branch:  James:  Minneapolis.  67.  Mar- 
ried, 3  children.  With  Cargill  since 
1947,  retired  as  senior  \ice  president 
1990;  still  director.  Runs  Dirmaken 
Properties,  builds  housing  for  U.  of 
Minnesota.  Expert  trout  fisher;  ama- 
teur gemologist,  owns  small  jeweby 
store.  Margaret:  La  Jolla,  Calif.  71. 
Never  married;  extremely  private. 
Second  branch:  Duncan:  Wayzata, 
Minn.  61.  Married,  4  children.  Car- 
gill director,  \ice  chairman  Way- 
crosse,  Inc.,  family  investment  firm. 
Bought  small  National  Cit\'  Bank  of 
Ridgedale  1989.  Hugh:  Piillsboro 
Beach,  Fla.  63.  Divorced  twice,  re- 
married this  time  to  2  5 -year-old  ama- 
teur fisherwoman;  9  children.  Mar- 
ion: Geneva,  Switzerland.  58.  Twice 
divorced.  One  daughter,  another 
child  deceased.  Mosdy  stays  abroad. 
Third  branch:  WTiitney:  Minneapolis. 
62.  Married,  2  children.  Sold  vegeta- 
ble oil  for  Cargill  after  Yale  (1951); 
after  first  nonfamily  head  of  firm 
1960-77,  became  chairman  1977. 
Continued  drive  beyond  grain  trad- 
ing into  chemical  coatings,  animal 
feeds,  cooking  oils,  etc.;  cochairman 
Institute  for  East-West  Securit\-  Stud- 
ies. Cargill:  Palm  Spings.  64.  Di- 
vorced, remarried;  4  children.  Senior 
vice  president  Cargill  1973-88,  di- 
vorced, then  retired,  soon  after  re- 
married. With  new  wife  (former  sccre- 
tan'  in  company),  abandoned  Minne- 
apolis for  life  of  golf,  art  collecting, 
world  travel,  sumptuous  resort  home. 
Pauline:  St.  Louis.  57.  Married,  chil- 
dren. Works  with  handicapped  chil- 
dren. Not  active  in  company. 

Paul  Mellon 

Inheritance.  Upperville,  Va.  84.  Wid- 
owed, remarried;  2  children  by  first 
wife.  Grandtather  Thomas  stancd 
Mellon  Bank  forerunners.  Father  An- 
drew: L\S.  Treasurv'  Sccreiars, 
founder  National  Gallcrv.  With 
brother  Richard  B.  (d.  1937),  early 
venture  capitalists  in  Gulf  Oil,  .\lcoa, 
Koppcrs,  etc.  Paul  dipped  toe  into 
family  businesses,  then  settled  into  life 
of  gentleman  farmer.  Still  fox  hunts 
on  4,000  acre  estate.  Adding  to  al- 
read\  huge  art  collections;  famous  for 
impressionists,  English  painters.  One 
of  top  U.S.  collections.  IXinated 
some  S250  million  in  art  to  Yale, 
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Faeger-leCoultr] 


GEOGRAPHIQUE. 
AROUND  THE  WORLD  IN  24  HOURS. 


THE  WORLD  HAS 
NEVER  BEFORE   SEEN 
A  WATCH  QUin  LIRE 
THE  MECHANICAL 
GEOGRAPHIQUE: 
FASHIONED  IN  18  R 
GOLD.    IT   AUTOMATI- 
CALLY SHOWS  THE 
LOCAL  TIME  AND 
DATE  AS  WELL  AS  THE 
TIME  IN  EVERY  OTHER 
ZONE  AROUND  THE 
WOftLD.     A   MASTtR- 
PIECE  OF  SUCH 
DISTlNCnON.  WHICH 
ALSO  FEATURES  A 
POWER  RESERVE 
INDICATOR.  COULD 
ONLY  COME  FROM 
THE  CRAFTSMEN  OF 
lAEGER-LECOULTRE. 
THE  WATCHMAKER 
WITH  ISO  YEARS 
OF  TRADITION. 


SIMUTY  SET  -nC  VttL  ZOMt 
DISC  TO  SK  LOCAL  TlMt. 
©AY  0»  KICHT.  AMTWHEtt 
M1HE  WO«U>- 


TRADITIONAL  JEWELERS 

203  Newport  Center  Drive 

Fashion  Island 

Newport  Beach.  California  92660 

Tel:  (714)  760-8035  •  Fax:  (714)  760-6824 


She  became  the  firstk 
the  Atlantic,  an  author  J 
Just  what  youU  ejq^ect  t 


Some  say  things  can't  be  done.  Others  do 
them,  proving  that  with  the  right 
combination  of  bravado  and  talent,  there's  no 
telling  w^hat  you  can  accomplish. 

Nicknamed  "Lady  Lindy,"  Amelia  Earhart 
was  not  only  the  first  woman  to  fly  solo  across 
the  Adantic,  she  held  women's  speed 
and  distance  records  that  earned  her  place 
as  the  first  woman  to  receive  the 
Distinguished  Flying  Cross. 

As  a  nurse  during  World 
War  I,  Earhart  developed  an 
early  concern  for  her  fellow  man 

that  helped  her  champion 
human  rights  around  the 
world.  Her  memorable 
accomplishments  in  the 
air  moved  her  to  pen 
three  best-selling  books. 
She  served 
as  aviation  editor  for 
Cosmopolitan.  She  designed 
and  marketed  a  line  of  luggage  and 


founded  two  successful  airlines.  An  admired!  i)(^ 
poet,  she  inspired  two  popular  songs  and  *tar 
even  a  foxtrot 


Telecommunications 


Information  Services 


Mobile  Communications 


Oman  aviator  to  cross 
trepreneur  and  nurse. 


worn  a  fashion  designer. 


L       A        S        T       I 
C         E         A         N 


HERFS  HOW  BELLSOUTH 
INTEGRATED  MANY  DIFFERENT 

TALENTS  TO  HELP  THE 
HEAITH  CARE  INDUSmY  MEET 
rrS  COMMUNICAHONS  NEEDS, 


tly  Ccdled  NtwfoanSand 

e  Earhart  Hop. 

Her  adventurous 
estyle  so  enthralled  the  American  people  that 
e  created  fashions  for  top  department  stores 
e  Macy's  and  Marshall  Field's. 
If  you  understand  how 
melia  Earhart  combined 
any  talents  in  her  pursuit  of 
cellence,  you'll  understand 
the  commitment  of 
BellSouth. 

Individually, 
the  companies  of 
BellSouth  are 
considered  to  be 
some  of  the 

best  in  their  field.  Brought  together 
to  serve  your  needs,  they  can  provide 


Developed  a  sv-stemjor  ekctronk 
insurance  daims  processing  utiliziry  an 
advanced  interactive  network,  reducii^ 
airhead  costs  and  handling  time. 

Created  disaster  reccnen  systems 
emptying  network-xind  ceOular  senices. 

Designed  an  interacti\'e  network 
linking  medical  centers,  ph\'sidan groups, 
insurance  companies  and  employers  to 
achieve  a  significanth'  higher  level  of  cost 
effzctj^'eness  in  the  pro\Tsk)n  of  services. 


In  fact,  for  the  last  three  years 
in  an  annual  Fortune  magazine  survey, 
senior  industrv  executives 
have  chosen  BellSouth  as  the 
telecommunications 
company  they  most  admired 
in  the  United  States. 

Which  means  if  you're 
looking  at  your  own  business 
or  personal  communications 


needs,  it's  quite 
likely  you'll  find 
the  companies 
of  BellSouth  to 


be  exactly  the  kind  of  partner 
you're  looking  for     hf/fmeAk£M4jMr- 
Because  after  all,  when . 


technologically  advanced  solutions  to 

a  variety  of  problems  in  health  care,  you  surround  a  problem 

manufacturing,  retailing,  with  remarkable  talent,  there's 

banking,  government  and  others,  no  telling  how  far  you  can  go.    ■  <  ^\ 

£l9».TH{Ht.^JCTCOIVO«.^nOK.KO«[jE^TW10^C»  \MtUMAJtHMlT     :94uv<l,IUU  i\JtHMtT  MOMUSSFt  UKDf  It  LICTN9  MiTHOIUaO  V<  CUKHSSiVV  ^•;iMENTCaOUr.r<SI^^^^X&.[^n^^^.L&^ 


Advertising  Services 


BELLSOUTH 


Ever)  thing  you  expectjrom  a  leader' 


itii:  ruKbtb  ruuK  nunuKtu 


OVER  $750,000,000 


August  (Gussie)  Busch  Jr.,  who  died  in  1989,  was  76  when  son  August  III  replaced  him  in  1975 
Gussie  made  and  sold  lots  of  beer,  bought  the  St.  Louis  Cardinals,  was  a  world-class  horseman  and  involved 
the  company  with  its  first  Busch  Gardens  theme  park.  Malor  diversification  has  been  undertaken  by  August  III. 
Meanwhile,  challenged  by  Miller  and  Miller  Lite,  the  149-yeaK>ld  brewery  showed  it  knew  how  to  win  by 
marketing  beer.  Wall  Street  buys  Bud:  Old  Gussie's  stock,  worth  about  $320  million  when  we  published  our 
first  Forbes  Four  Hundred  in  1982,  has  risen  to  over  $1.3  billion  now. 


National  Gallery  and  Va.  Museum  of 
Fine  Arts;  will  bequeath  remaining  art 
which  alone  may  be  worth  well  over 
$700  million.  With  family  trusts,  art, 
etc.  believed  worth  over  $800  mil- 
lion. (See  also  Scaife,  May,  Curriers.) 

Wallace  Heii]«y  Coulter 

Blood.  Miami  Springs,  Fla.  79.  Sin- 
gle. Dropped  out  of  Georgia  Tech 
while  studying  electrical  engineering 
1932.  Numerous  technical  and  ser- 
vice jobs  while  tinkering  in  C^hicago 
basement.  Developed  the  "Coulter 
Principle"  1949:  time  saving  elcc 
tronic  method  of  counting  micro- 
scopic particles.  Then  Coulter 
Counter,  blood  cell  counting  instru- 
ment 1953.  Founded  Cx)ultcr  Elec- 
tronics 1958  with  brother  Joe.  Esti- 
mated 95%  of  automated  blood 
counters  worldwide  use  Coulter  or 


clones.  Recipient  John  Scott  Award 
1960  (past  winners:  Marie  Curie,  Jo- 
nas Salk),  adjunct  professor  U.  of 
Miami  medical  school.  Company 
valuable  too:  conser\'atively  estimated 
at  $800  million. 


Carl  Heniy  Lindner  Jr. 
and  family 

Insurance,  banking.  Cincinnati.  72. 
Married,  3  sons  in  business.  Left  high 
school  to  deli\er  milk  for  family - 
owned  dairy  business  during  Depres- 
sion. Opened  ice  cream  store,  built  to 
220-store  United  Daiiy  Farmers 
chain.  Formed  American  Financial 
Corp.  with  1  small  s&i  1959;  added 
insurance  1971.  Had  a  golden  touch 
with  investments.  AFC's  portfolio 
made  over  60  times  its  original  invest- 
ment from  1961  until  it  went  private 


1980  for  $340  million.  Last  big  deal, 
acquiring  Taft  Broadcasting  to  build 
Great  American  Communications. 
Large  portion  .\FC  transferred  to  sons, 
other  family;  Carl  Jr.  still  retains  esti- 
mated $350  million  directly.  Total, 
believed  still  run  bv  Dad,  estimated  at 
$800  million. 


Dorrance  Hill  Hamilton 
Hope  Hill  van  Beuren 
Charlotte  Colket  Weber 
Tristram  C.  Colket  Jr. 
Diana  Strawforidge  Norris 
George  Strawbridge  Jr. 

Campbell  Soup.  Si\  o\  9  grandchil- 
dren of  John  Dt>rrance  Sr.,  whose 
canned  soup  became  part  of  the 
"American  wav  of  life."  Left  third- 
largest  estate  in  U.S.  1930,  over  50% 
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The  last  time 

you  had  this 

land  of  service 
you  were 

probaoly  living  with 

your  mother. 


At  The  Fairmont  Hotel,  with  five  convenient 
locations,  our  staff  will  be  happy  to  pamper  you 
with  more  comforts  than  you'd  ever  get  at  home. 

Because  we'll  not  only  make  your  bed  (a  custom 
Serta®  mattress),  clean-up  after  you  (twice  daily), 
and  fix  your  meals  (with  a  choice  of  premier 
restaurants),  but  we'll  provide  many  in-room 
business  amenities  as  well.  Like  PC  dataports, 
dual-line  phones,  and  voice  mail.  All  at  a  price 
much  lower  than  you'd  expect. 


Business  travelers  are  also  encouraged  to  join 
our  President's  Club  free  of  charge.  Members 
receive  a  number  of  complimentary  benefits  such 
as  suite  upgrades,  guaranteed  room  reser\'ations 
(with  48  hours  notice),  overnight  shoe  shine,  and 
more  with  every  stay  at  a  qualifying  room  rate. 

The  Fairmont  Hotel  invites  you  to  discover  the 
elegant  side  of  business  travel,  and  experience  our 
impeccable  service.  You  don't  even  have  to  send  a 
card  on  Mother's  Day. 


For  reservations,  call  your  travel  agent  or  Fairmont  at  1-800-527-4727. 
To  enroll  in  our  President's  Club,  call  1-800-522-3437. 

""^11^/      '"^LZ^u      ""LZ^J      "IJv/        lOJ 


NEW  ORLEANS 


DALLAS 


SAN  JOSE/ 
SILICON  VALLEY 


SAN  FRANCISCO 


CHICAGO 


THE  FAIRMONT  HOTELS 

President's  Club  benefits  apply  at  the  published  National  Corporate  or  Weekday /Weekend  Rack  Rates.  Rates  subject  to  availability. 

Not  applicable  to  groups  or  conventions.  Tax  not  included. 


inL  runot^i  ruun  nununLu 
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cnt  to  John  Jr.  (see  John  T.  Dorrance 
III)-,  one-eighth  to  each  of  4  daugh- 
ters, all  deceased;  their  children, 
grandchildren  inherited.  After  John 
Jr.  died  1989,  family  divided  on 
whether  to  sell  Campbell.  After  some 
dme,  Diana  backed  off",  leaving  Dor- 
rance and  Hope  as  only  sale  advocates 
(both  sold  off"  1  million  shares  in  past 
year).  Dorrance  (Dodo):  Wayne,  Pa. 
63.  Married,  3  children,  7  grandchil- 
dren. Oldest  of  nine  cousins,  only  one 
born  in  John  Sr.'s  lifetime.  Always 
seen  wearing  a  hat.  Favored  selling 
her  6.7%  for  her  children's  sake:  "I 
had  to  look  after  my  family  and  not 
the  family  as  a  whole."  Dodo  had  to 
share  inheritance  only  with  sister;  her 
stock,  other  assets  recentiy  estimated 
$790  million.  Her  sister  Hope  (Hap- 
py): NYC,  Newport,  R.I.  57.  Married, 
3  children.  Husband  John  an  inves- 
tor. Son  Archbold  business  director 
ready-to-serve  soup  at  Campbell. 
Stock,  other  assets  worth  $710  mil- 
lion. Diana:  Palm  Beach,  Fla.  52. 
Divorced,  2  sons;  remarried,  1  daugh- 
ter; bitter  divorce  now  pending. 
Horse  farm  "Runnymede,"  Coats- 
ville.  Pa.,  ski  chalet  Vail.  Her  stock, 
assets  worth  $320  million.  Her  broth- 
er George:  Chester  County,  Pa.  54. 
Married,  2  children;  divorced;  remar- 
ried, 1  more  child.  U.  of  Pennsylvania 
grad,  owns  Augustin  Stables  in  Ches- 
ter County,  Pa.,  piece  of  Buffalo 
(hockey)  Sabres.  Unlike  Diana, 
George  always  opposed  sale;  his  2.1% 
stock,  other  holdings,  worth  $275 
million.  Charlotte  and  Tristram  neu- 
tral on  sale  issue.  Charlotte:  Ocala, 
Fla.,  NYC.  48.  Married,  4  children. 
Studied  at  Sorbonne;  donated  $20 
million  Chinese  art  to  Metropolitan 
Museum;  rest  of  collection  worth 
over  $100  million.  Fortune  estimated 
well  over  $700  million.  Brother  Tris- 
tram: Paoli,  Pa.  53.  Married,  3  chil- 
dren. After  Trinity  College,  attempt- 
ed entrepreneurship  with  mixed  re- 
sults. Founded  Altair  Airlines  1966, 
filed  bankruptcy  1982.  Most  recent 
endeavor:  reviving  closed  Cressona 
Aluminum  Co.  Avid  sailor's  shares 
weigh  in  at  $285  million. 

Betsey  Gushing  Roosevelt 
Whitney 

hihcritancc.  Manhassct,  N.Y.  83.  Di- 
vorced, widowed;  2  children  by  first 


husband  (James  Roosevelt,  eldest  son 
of  Franklin  Delano  Roosevelt). 
Daughter  of  famed  brain  surgeon 
Harvey  Cushing;  frequent  F.D.R. 
White  House  hostess  1930s;  favorite 
daughter-in-law.  Divorced  1940; 
married  John  Hay  (Jock)  Whitney 
1942,  heir  to  huge  19th-century  for- 
tune (oil,  tobacco,  land,  rails).  Jock 
died  1982.  Stunning  impressionist 
collection  first  shown  publicly  in  Na- 
tional Gallery:  Famous  "key  pictures" 
included  Renoir's  "Le  Moulin  de  la 
Galette,"  sold  for  $78  million;  Degas, 
van  Gogh,  Monet,  etc.  Philanthro- 
pist, lives  on  500-acre  Long  Island, 
N.Y.  estate.  Believed  worth  at  least 
$775  million. 

Donald  John  Tyson 
Barbara  Tyson 

Tyson  Foods.  Brother,  sister-in-law. 
FiftJi- generation  farming  family 
founded  Tyson  Feed  &  Hatchery 
1935.  Tyson  Foods,  Inc.  went  public 
1963.  Family  tragedies:  Don  took 
over  after  father,  stepmother  died  in 
1967  car  crash;  Barbara  inherited  hus- 
band Randal's  shares  when  he  acci- 
dentally choked  to  death  1986.  Ac- 
quisitions ignited  growth;  built  only  2 
of  47  plants.  By  1985  sales  topped  $1 
billion.  With  takeover  of  Holly  Farms 
($1.5  billion)  1989,  became  nation's 
largest  poultry  supplier  at  the  time. 
Company  1990  sales,  $3.8  billion; 
huge  supplier  of  restaurant  chains; 
moved  into  pork  market  1970s,  beef 
1989.  Chairman  Don's  preference: 
employees  to  keep  suits  in  closet,  wear 
khaki  farm  clothes  to  work.  Don: 
Springdale,  Ark.  61.  Married,  3  chil- 
dren. Favorite  hobby:  deep-sea  fish- 
ing for  marlin.  Barbara:  Fayettexille, 
Ark.  42.  Widowed,  no  children.  To- 
gether, Tysons  own  99%  Class  B  com- 
mon stock.  Don's  shares  worth  $765 
million,  Barbara's  $550  million. 

Robert  D.Haas  ^ 
Rhoda  H.  Goldman  ^ 
Peter  £.  Haas  Sr. 
Peter  E.  Haas  Jr.  • 
Josephine  B.  Haas  ^ 
and  families 

San  Francisco.  Bavarian  immigrant 
Levi  Strauss  sold  pants  made  of  tent 


canvas  to  Calif.  '49ers;  patented  den- 
im version  1873.  Walter  Haas  Sr.  (d. 
1979)  married  Strauss'  grandniece, 
ran  Levi  Strauss  &  Co.  1928-55.  Son 
Walter  Jr.,  75,  took  companv  public 
1971.  Bought  Oakland  (basebaU)A's 
1980.  Retired  1981,  still  active  direc- 
tor, honorary^  chairman.  Son  Robert: 
49.  Married,  1  daughter.  Took  com- 
pany private  1985  in  SI. 6  billion  le- 
veraged buyout;  now  chairman,  chief 
executive  officer  of  world's  largest 
apparel  firm  ( 1990  revenues  S4.2  bil- 
lion). Debt  paydown,  rising  sales  and 
profits  vastiy  increasing  company's 
net  worth.  Philanthropist:  "Even  if 
the  private  sector  helps  create  a  thou- 
sand points  of  light  across  the  land,  it 
will  be  of  no  avail  if  there's  darkness  in 
the  White  House";  fortune,  with 
family,  estimated  $280  million.  Rho- 
da Goldman:  67,  Walter  Jr.'s  sister, 
company  director;  with  husband 
Richard  established  Goldman  Emi- 
ronmental  Prize,  world's  largest 
($360,000)  annual  save-the-emiron- 
ment  award;  estimated  S365  million 
with  family.  Peter  Haas  Sr.:  73.  Mar- 
ried, 3  children.  Walter  Jr.'s  brother, 
board  member,  estimated  at  least 
S760  million.  Peter  Sr.'s  ex-uife  Jose- 
phine Haas,  in  her  late  60s,  worth 
estimated  $440  million.  Their  son 
Peter  Jr.,  44,  company  director,  esti- 
mated $300  million.  "Wealth  is  a 
responsibilit}'  and  the  sharing  of  it  is  a 
way  of  life." 

Doris  Duke 

Inheritance.  Somer\ille,  N.J.;  New- 
port, R.I.;  Honolulu,  et  ol.  78.  Twice 
divorced;  adopted  daughter.  Only 
child  of  James  (Buck)  Duke,  who 
formed  i\merican  Tobacco  Co.,  Duke 
Power  Co.  Buck  died  1925,  left  13- 
year-old  "Duchess"  world's  wealthi- 
est girl.  Dogged  by  reporters  through 
unsuccessfijl  marriages.  Built  S30 
million  Honolulu  estate  ("Shangri- 
la"),  also  New  Jersey  estate;  one  of 
world's  largest  private  art  collections. 
Plays  jazz  piano,  works  for  historical 
prcser\ation.  "One  of  my  principal 
endeavors  is ...  a  more  humane 
treatment  of  the  animal  world."  Post- 
ed $5  million  bail  for  friend  Imelda 
Marcos  1988.  Adopted  daughter 
Chandi  Heffhcr  rcponcdiy  disinherit 
ed  over  romance  from  possibly  S750 
million  fortune. 


206 


ForlK.s  400  ■  CXiohcr  2 1 .  1991 


Crisis 
Management. 


You  solve  problems.  As  a  top 
executive,  it's  your  stock  in 
trade.  And,  because  things  can't 
always  be  done  from  behind 
a  desk,  you  depend  on  a  large 
business  jet  to  take  you  and 

your  team  where 
you  need  to  be. 
In  other  words,  you  depend  on 
fuel.  Prices  rise  aind  fall;  short- 
ages come  and  go.  But  we  con- 
tend that  using  fuel  responsibly 
is  important  whether  or  not 
there's  a  crisis  of  cost  and  supply. 


That's  why  the  Falcon  900B 
is  aju£l-efficient  jet  offering  all 
the  comforts  of  the  G- IV  with 
comparable  speed,  performance 
and  range.  Yet  with  a  total  effi- 
ciency of  design  that  can  save 
one  million  dollars  in  direct 
operating  costs  over  a  five-year 
period,  compared  to  the  G-IV. 

The  900B  is  the  most  power- 
ful, most  efficient  Falcon  ever 
built.  With  plenty  of  thrust  to 
climb  direct  to  39,000  ft  on 
a  hot  (ISA-t-  10°C)  day  And 


cruise  4000  nautical  miles  with 
eight  passengers  and  NBAA 
IFR  reserves. 

The  Falcon  900B  is  the 
right  ziircraft  for  today's  busi- 
ness. Right  for  today's  world. 
For  more  information,  call 
(201)  967-2746. 


Tetertxxo  Ne*  Jersey  07608 


inc Tunoco  ruun  nununcu 


■'l''J:»--W'M I'l'l 


I  Ted  Turner's  come  a  long  way  from  the  days 
I  ofgaffesandjackets  like  this  (left).  Now  natty  as 
I  a  network  news  anchor,  he  flogs  "Captain 
^   Planet,"  an  environmentalist  cartoon  hero 
But  he  was  driven  to  major  cable  sys- 
tem customers,  including  Tele-Communi- 
cations, Inc.  and  Time  Inc.,  when  he 
faced  a  cash  squeeze  in  1987.  Turner  still 
has  voting  control  of  his  empire— for 
now.  Time  Warner  recently  put  its  number 
two  man,  Nick  Nicholas,  in  Ks  seat  on 
Turner's  board.  Nicholas  may  be  after 
more  of  what  Turner  has  created  from 
such  coups  as  MGM's  film  library  in  a  com- 
plex and  costly  deal  from  Kirk  Kerkorian 
and  CNN's  24-hour  Gulf  coverage,  which 
even  got  piped  into  Saddam  Hussein's 
headquarters.  Turner  may  find  more  in 
common  with  TCI's  John  Malone  than 
Time  Warner's  corpocracy. 


Carl  Ray  Pohlad 

Banking,  investments.  Minneapolis. 
76.  Married,  3  sons.  Father  rr  brake- 
man,  mother  laundress  West  Des 
Moines,  Iowa;  football  scholarship 
Gonzaga  U.,  dropped  out  to  sell  re- 
possessed cars  full  time.  Decorated 
WWII.  Took  over  Minneapolis  bank 
holding  company  1955  after  brother- 
in-law  CEO  died,  acquired  northern 
Midwest  banks  (assets  now  S4.5  bil- 
lion). Took  over  bus  company  mei; 
restructured  as  Pepsi  bottler  early 
1970s,  smardy  diversified  in  candy, 
snack  food  distribution.  Sold  bottling 
1986,  food  1990:  mei  now  roughly 
half  cash.  Owner  Minn.  Twins  ("I 
consider  baseball  a  family  culture"), 
part  owner  Vikings;  one  of  founders 
Minneapolis  Girls  and  Boys  club;  car- 
ries luckv  buckeye  nut.  Estimated 
S740  million. 

Donald  George  Fisher 
Doris  F.  Fisher 
Robert  J.  Fisher  * 
WiUiam  F.  Fisher  • 
John  J.  Fisher  * 

The  Gap.  San  Francisco.  Husband 
and  wife,  their  3  sons.  Donald  63; 
Doris,  60.  Founded  first  store  1969; 
name  refers  to  1960s  generational 
impasse.  Don  developed  new  custom- 
er conveniences  to  suit  himself  e.g., 
displaying  clothes  by  size,  not  st}ic  or 


brand.  Sales  boomed  1970s:  jeans' 
golden  age.  After  1983  stock  col- 
lapsed: competition  from  big  retail 
chains.  Gap  diversified,  remodeled 
stores,  acquired  Banana  Republic 
same  year.  Began  Gap  Kids  1987. 
Now  more  than  1,160  Gap,  Gap  Kids, 
Banana  Republic  stores.  Empire 
growing;  Don  says  Gap  plans  to  "open 
150  stores  a  year,  as  well  as  expancling 
another  50."  Sales  SI. 9  biUion  1990. 
Sons:  Robert,  36,  married,  2  children; 
William,  34,  married,  1  son;  John,  30, 
married,  1  daughter.  All  attended 
Philips  Exeter  Academy,  Princeton; 
Stanford  M.B.A.s.  Robert,  president 
Banana  Republic,  joined  company 
1985.  Donald  and  Doris  each  have 
stock  recendy  worth  S735  million. 
Robert's  shares  worth  $295  million. 
William,  a  Gap  employee,  and  John, 
$280  million  each. 

Ewing  Marion  Kaii£6aian 

Pharmaceuticals.  Mission  Hills,  Kans. 
75.  Married,  3  children.  Missouri 
farm  boy;  Na\y  WWII;  pharmaceuti- 
cal salesman.  Quit  after  his  sales  com- 
missions exceeded  company  presi- 
dent's salar>',  began  peddling  ground - 
up  oyster  shells  as  calcium 
supplement.  Founded  Marion  lab- 
oratories 1950;  made  fortune  refor 
mulating,  marketing  other  firms'  new 
drug  ideas.  Merger  with  Dow  Chemi- 
cal 1989  produced  public  entin  Mar 
ion  Merrell  Dow.   Rcccntlv  bought 


other  half  Kansas  Cit\'  (baseball) 
Royals,  loves  the  game.  Gives  millions 
to  further  ghetto  kids'  education, 
break  poverty'  psychology-.  "I'm  hav- 
ing fijn  spending  my  own  money 
while  I'm  alive,  rather  than  letting 
someone  else  spend  it."  His  stock, 
etc.  worth  S725  million. 


William  Morse  Davidson 

Guardian  Industries  Corp.  Bloom- 
field  Hills,  Mich.  68.  Thrice  divorced, 
2  children.  Dabbled  as  lawyer  but 
found  talent  rescuing  small  business- 
es. Resuscitated  uncle's  failing  wind- 
shield business,  took  over,  brought 
public  1968,  private  in  S500  million 
LBO  1985.  Now  number  4  glassmak- 
er:  15%  U.S.  flat  glass  market,  8% 
automotive  market;  sales  near  S700 
million.  Appealing  1989  patent-in- 
fiingement  suit:  Company  owes  $38 
million  in  interest,  royaln  and  tech- 
nology payments.  Dubbed  "the  rag- 
ing bull  of  glassmaking."  Owns  57% 
of  the  Detroit  (basketbalh  Pistons, 
80%  of  Detroit  sports  complex,  the 
Palace  of  Auburn  Hills.  Net  worth 
estimated  at  S710  million. 

Michael  Robert  Milken 

lunk  Kinds.  Icdcral  C\>rrcctnMial  In- 
stitute, Dublin,  Calif  45.  Married,  3 
children.  cP.\'s  stin;  Berkelcv,  Whar- 
ton MBA.  To  Drexcl  1969;  con- 
ceived   market    for   high  ri.sk,   high- 
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IF  YOUR  RETIREMENT  ISN'T  FAR  OFF,  YOUR  FINANCIAL 

PARTNER  SHOULD  BE  CLOSE  AT  HAND. 

Piovidir^  for  reorement  can  ce  an  occupaDon 
in  itselE  But  our  representatives  can  make  the 
job  easier. 

They'll  help  you  figure  out  how  much  ycady 
income  you'll  need  for  a  comfortable  letiieiiiaM. 
and  how  to  maximize  your  retirement  portfolio. 
They'll  even  help  you  accelerate  your  program  if 
you  started  lace 

CaU  1-800-^62-2448,  ExL  912  far 
our  Eree  booklet.  "Retirement  Planning: 
How  to  Prepare  for  a  Financially  Sccine 
Reurement."  It  comets  annuities,  pension 
plans,  arid  401(k)s,  and  explains  which 
options  ofib*  the  most  secure  savirigs  and 
spendable  income. 
That  way  when  it's  time  to  hnish  working  at 
one  job,  you  wont  have  CO  start  another 

The  New  England.  \bur  Finandal  Pamiet 
Your  FinarKial  Fimirc. 


The  New  England 

Insurance  and  Investment 


'4 


"Hic  ane  Tllr  New  Eaghof  Mrf  ;far  I 
tAMudLkbmmm 


r  bkIb  of  New  Eac^iKC 


It's  Got 

Fuselage 

Power.  Portability.  What  do  you  their  technological  guts  into  their 


expect  from  makers  of  F-16  fight-  own  Daewoo-brand  PCs.  Like  an 

er    components?    Having    solved  F-16,  the  N3    SX  notebook  oper- 

complex       logistical       problems  ates  w^ith  remarkable  speed.  Its 

in    aerospace    and    robotics    for  16Mhz  microprocessor  and  20  Mb 

high-tech  companies  w^orldw^ide,  hard  drive  make  it  top  gun  among 

Daewoo  engineers  are  pouring  all  comparatively   priced   portables. 


AnF-16 

ilt  Into  It. 


It      embodies      the      same      high  telecommunications,        automo 


standards      Daewoo      puts      into  tives,  heavy  industry,  and  trading. 


In    short,    this    PC's    gonna    fly. 


Daewoo,     CPO     Box    2810,    Seoul 


Korea.    Fax  number:  02-759-3558, 


The  Universal  Language  of  Quality. 
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OVER  $650,000,000 


.Id,  "junk"  bonds;  in  1980s  built  to 
$200  biUion  industry.  Helped  fund 
I'erelman,  Linder,  Peltz  (see  all),  etc. 
Salary,  bonus  $550  million  for  1987 
alone.  Squealed  on  by  Ivan  Boesky  for 
numerous  securities  violations.  Plead- 
ed guilty  to  6  felony  counts  (conspira- 
cy, fraiid,  etc.).  Currently  doing  10 
years  Dublin,  Calif.;  paid  $600  mil- 
lion in  fines.  Government  dropped 
charges  against  brother  Lowell  (which 
see).  Mike  at  first  thought  involved  in 
some  60  Drexel  partnerships,  now 
estimated  600-plus.  Making  about  30 
cents  an  hour  at  prison  labor,  to  add 
to  net  worth  estimated  over  $700 
million. 

Robert  Heniy  Dedman  Sr. 

Country  clubs.  Dallas.  65.  Married;  2 
children.  Rison,  Ark.  native,  raised 
poor  but  says  he  earned  3  degrees 
(economics,  engineering,  law)  in  4 
years,  while  also  selling  insurance  and 
real  estate  and  serving  as  commis- 
sioned Navy  officer.  Attorney  for  H.L. 
Hunt.  Opened  first  club — Brook- 
haven  Country  Club — as  sideline, 
1957.  Proved  profitable;  added  more 
clubs.  Started  developing  city  clubs 
1965.  Now  Club  Corp.  International, 
over  400,000  members  scattered  over 
250  clubs;  revenues  over  $1  billion. 
Acquisition-hungry,  bought  some  40 
clubs  1990.  Plans  expansion  in  Europe 
and  Asia.  Is  staggering  Soviet  Union 
ready  for  him.^  With  92%  stake,  worth 
around  $700  million. 

Frederick  W.  (Ted)  Field 
MarshaU  Field  V 

Half-brothers.  Inheritance,  media. 
Original  Marshall  Field  started  as 
Chicago  store  clerk;  saved  money, 
went  into  dry  goods  1865.  Built  Mar- 
shall Field  &  Co.  into  world's  largest 
department  store,  Chicago  landmark; 
left  all  in  trust  to  2  grandsons.  Grand- 
son Marshall  III  sold  some  of  store 
1941;  started  Chicago  Sun,  added 
Times  1947.  Field  Flnterprises  inher- 
ited by  Marshall  IV  (d.  1965,  age  49). 
Marshall  V  (Harvard)  Sun  Times  and 
Chicago  Daily  News  publisher  age 
28;  later  ran  lA',  cable.  Conflict  with 
incompatible  half-brother  Ted  ended 
in  liquidation  1984.  Marshall:  Lake 
Forest,  111.  50.  Divorced,  remarried;  4 
children.  Bought  Ted's  share  of  real 


estate  firm  Cabot,  Cabot  &  Forbes; 
later  bought  Pioneer  Press  (suburban 
newspapers),  sold  at  profit  to  Sun 
Times  1989.  Also  sold  Funk  &  Wag- 
nails,  other  media  units  in  March.  Still 
owns  Muzak,  Asset  Management. 
Ted:  Beverly  Hills.  39.  Divorced 
twice,  remarried;  5  daughters.  Raised 
in  Chicago  and  Alaska  by  mother 
(editor  Christian  Science  Monitor). 
Played  with  race  cars;  now  produces 
movies  via  Interscope  (Outrageous 
Fortune,  Three  Men  and  a  Baby,  Bill 
and  Ted's  Excellent  Adventure) .  Easi- 
ly gets  outside  capital  for  investments. 
(Bought  Panavision  for  $20  million 
1985,  realized  $90  million  1987;  cap- 
ital for  Interscope  from  Disney  and 
Nomura.)  Also  trades  commodities, 
develops  real  estate.  Marshall,  around 
$450  million;  Ted,  estimated  $700 
million. 


James  LeVoy  Sorenson 

Medical  devices.  Salt  Lake  City.  70. 
Married,  8  children.  Considered 
medical  school;  instead.  Mormon 
missionary  work  1942.  Then  sales- 
man for  Upjohn.  Staked  uranium 
claims,  big  profits  1950s:  "Look  at 
your  environment  and  see  how  you 
can  get  control  of  it."  With  another 
look  saw  unnecessary  hospital  deaths, 
developed  innovative  medical  devices 
(disposable  catheters,  etc.):  "I  am 
always  trying  to  ftilfill  a  market  need 
somewhere."  Sorenson  Research 
turned  out  a  series  of  patents;  sold  to 
Abbott  Labs  1980.  "Entrepreneurs 
are  just  glorified  gamblers,  it's  just  a 
matter  of  where  you  are  placing  your 
bets."  If  Abbott  shares  still  held,  lately 
would  be  worth  $700  million. 

James  Martin  Moran 

Toyotas.  Hillsboro  Beach,  Fla.  73. 
Widowed,  remarried;  3  children,  all  in 
business.  Pumped  gas  fiill  time  for  25 
cents/hour,  age  14.  Saved,  bought 
own  gas  station,  used  car  dealership, 
then  Hudson  franchise.  Switched  to 
Ford.  Got  into  r\'  advertising  early. 
Became  his  own  spokesman — "the 
Courtesy  Man,"  local  Chicago  idol 
outdrawing  Ed  Sullivan.  Cancer  diag- 
nosis 1966,  went  tt)  Florida.  Rcmis 
sion.  Acquired  state's  Toyota  distrib 
utorship  1968.  Built  it  up  to  world's 
largest  independent:  some   150,000 


cars  a  year.  Currentiy  facing  some  12 
lawsuits  from  former  dealers  claiming 
fraud,  extortion,  racketeering.  Has 
been  prosecuted  in  past  for  tax  eva- 
sion. Net  worth  believed  at  least  S700 
million. 


Leon  Hess 

Amerada  Hess,  ntc  and  Deal,  N.J. 
77.  Married,  3  children.  Father  came 
to  U.S.  from  Lithuania  1904.  In  1933 
Leon  bailed  out  father's  ailing  coal 
and  gas  retail  business  by  delivering 
fuel  to  homes  in  his  1929  Dodge 
truck.  Rebuilt  truck  fleet  with  heaters 
to  deliver  thick  residual  oil  in  liquid 
form.  Moved  into  drilling,  refining, 
other  retailing.  Went  public  1962  \ia 
merger,  became  Hess  Oil  &  Co.,  then 
teamed  with  Amerada  Corp.  1969  to 
expand  fijel  exploration  ventures. 
Testified  before  Senate  on  oil  prices  in 
relation  to  Persian  Gulf  crisis:  "There 
is  not  a  supply  problem  with  crude 
oil."  Son  John,  vice  president,  next  in 
line  for  company  top  spot.  Leon  also 
sole  owner  of  football's  New  York 
Jets.  Worth  at  least  S690  million. 

Armas  Cli^ord  (Mike) 
Markkula  Jr. 

Apple  Computer.  Woodside,  Calif. 
49.  Married,  2  children.  M.S.,  use,  in 
electrical  engineering.  Worked  at 
Hughes  Aircraft,  Fairchild  Semicon- 
ductor, Intel.  Backed  Apple  startup 
bv  Steven  Jobs  (which  see),  Stephen 
Wozniak.  Chairman  1977,  CEO  1981; 
replaced  by  lohn  Sculley  of  PepsiCo 
1983;  currently  vice  chairman. 
Founded  Echelon  1985,  designs  low- 
cost  control  and  communications 
computer  netNvorks.  .-Vlso  in  charter 
airplane  ser\ices:  ACM  A\iation 
(chairman),  San  Jose  Jet  Center  (di- 
rector). "Mike,"  other  Apple  ofticer 
hit  with  "stock  fraud"  judgment  for 
alleged  1983  misstatements  aKiut 
new  disk  drive  that  could  be  up  to 
$100  million;  Apple  to  appeal.  His 
stock,  other  assets  over  S675  mil- 
lion, prejudgment. 

Ralph  Lauren 

Fashion  design.  NTC.  52.  Married,  3 
children.  Born  in  Bronx,  son  of  Rus- 
sian immigrant.  High  sch(xtl  ambi 
tion:   be   millicMtairc.  Some  college; 
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They  are  woven  of  simple  cloth  and  common  thread. 
Yet  they  have  the  power  to  turn  struggle  into  courage. 
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Self-doubt  into  self-esteem.  Indecision  into  leadership. 
But  we're  proud  to  support  the  Boy  Scouts  of  America 


Fish  &  WM^e  Managtmcnt 


Soii  6-  Water  Conservation 


Citizer\ship  in  me  Nation 


Space  Exploration 


for  their  enduring  ability  to  perform  the  most  magical 
metamorphosis  of  aU.  Transforming  a  boy  into  a  man. 


Citizenship  in  the  Worid 


Enwonmentd  Science 
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PHILLIPS  PETROLEUM  COMPANY® 


There  are  rtwre  than  120  merit  badgis  in  the  Boy  Scouts  program,  each  maridng  an  rndtvuiual  Scout  s  achio^anenL  For  rtvfre  a^ormatum  about  the  Boy  Scouts 
ojAmerica,please  contact  your  local  Boy  Scouts  counal  office. 
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For  television  broadcasters, 

timing  is  imperative  #1. 
They've  got  lots  of  company. 

Time  is  money  is  more  than  a  cliche  for  network  and  local 
television  broadcasters. 

A  lost  second  is  an  era,  a  lost  minute  an  eternity  for  an 
industry  whose  primary  commodity  is  time.  Their  facilities 
therefore,  must  be  designed  and  engineered  for  operational 
efficiency  as  well  as  technical  performance. 

Austin  is  the  U.S.  leader  in  designing,  engineering  and 
constructing  television  facilities,  having  pioneered  such 
innovations  as  the  first  sound  stage,  the  first  network  radio 
center  and  the  first  network  television  studios. 

Austin  also  serves  a  host  of  other  industries  in  which 
split-second  timing  is  contingent  on  sophisticated,  specialized 
facilities.  If  your  company  competes  in  one  of  these  industnes 
now  may  be  the  time  to  call  Austin. 

The  Austin  Company.  3650  Mayfield  Road.  Cleveland 
Ohio  44121-1734.  Telephone  (216)  382-6600.  Facsimile; 
(216)  291-6684.  Offices  in  principal  cities  worldwide. 


THE  AUSTIN 
COMPANY 

CONSULTANTS 
OeSIONERS 
ENQINEERS 
CONSTRUCTOMS 


clerked  at  Alexander's,  Brooks  Broth- 
ers. As  fashion  designer,  sparked  wide 
necktie  fad  late  1960s.  Started  Polo, 
Inc.  1967  \\i±  $50,000;  near  bank- 
ruptq,'  1972.  Rescued  by  trend  to 
preppie  clothes.  Led  U.S.  designers 
into  retailing  on  large  scale.  Grossed 
over  S3  billion  1991  (much  of  it 
licensed  goods).  With  90%  Polo,  etc., 
believed  worth  over  S675  million.  "I 
remember  going  out  West,  ever\'  col- 
lar was  big,  and  the  shirts  were  flow- 
ered, and  they  were  polyester.  I  said, 
where  are  the  shirts  that  Randolph 
Scott  wore.'  ...  1  don't  design  sleeves 
and  jackets.  I  design  a  world." 


Carl  Celian  Icahn 

Finance.  Bedford,  N.Y.  55.  Married, 
2  children.  Grew  up  middle  class  in 
NYC's  Queens;  mother  taught  school, 
la\vyer  father  (frustrated  opera  singer) 
read  Schopenhauer  to  Carl.  Princeton 
scholarship,  studied  philosophy. 
Stuck  out  medical  school  2  years. 
After  Army,  finally  found  Wall  St.; 
had  to  sell  convertible  after  1962 
market  crash.  Borrowed  to  buy  NYSE 
seat  1968;  bought  into  firms,  forced 
managers  to  improve,  buy  him  out  or 
spin  off.  First  takeover  bid  Tappan 
1977.  Bought  .\CF  1984,  tvva  1988; 
both  housed  huge  holdings  USX,  Tex- 
aco. Major  Texaco  profit  1989.  But 
TWA:  labor  woe,  big  losses,  bankrupt- 
cy threats  have  cut  into  equin.-.  Sold 
USX  stake  last  xMay  for  SI. 02  billion 
but  billionaire  no  longer:  maybe  S660 
million. 


Andrew  Jerrold  Perenchio 

TV,  films.  Bel  Air,  Calif.  60.  Twice 
divorced,  3  children.  Son  of  Fresno 
vintner,  catered  frat  parties  to  pay  for 
UCL.\.  Joined  mca  1958;  founded  tal- 
ent agencN'  1963:  landed  Liz  Taylor, 
Marlon  Brando,  Jane  Fonda;  promot- 
ed Ali-Frazier  fight,  etc.;  also  L\  pay 
TV.  Joined  Norman  Lear  1974  to 
create  All  in  the  Family,  The  Jeffersons, 
Embassy  Pictures.  All  sold  1985  to 
Coca-Cola  for  $485  million,  bought 
Loews  theaters  for  $160  million.  Sold 
1986  for  reported  $300  million.  Widi 
Charles  Dolan,  Robert  Bass,  bid  for 
Time  1989;  lost  to  Warner.  Co-owns, 
with  Zanucks,  producer  of  Driving 
Miss  Daisy.  Paid  $13.6  million  for 
Kirkeby  estate,  home  of  Beverly  Hill- 
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CONSL.NLMATE  CRmC  &  KERNEL  CONNCMSSEL  R 

After  a  steady  diet  of  cinema, 
be  crates  Registry  luxury. 
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HOW  TO 

CHOOSE  A  TAX-FREE 

PORTFOLIO 


STEP  1:  CONSIDER 
YIELD  POTENTIAL.  In  a 

bond  fund,  other  things  being  equal, 
lower  costs  mean  higher  yields.  The 
'V^guard  Municipal  Bond  Fund  has 
virtually  the  lowest  operating  costs 
in  the  industry:  Gl25  of  l%*-^th  no 
commissions,  no  fees.  Minimum 
investment  $3,00a 

STEP  2:  CHOOSE  MATURITY  LEVEL. 

The  longer  the  average  maturity 
length  of  the  bonds,  the  higher  the 
maricet  volatility— and  potential 
returns. 

Vanguard  offers  you  two  short- 
term  portfolios  for  lowest  risk;  two 
intermediate-term  portfolios  for 
higher  yields  with  some  volatility; 
three  long-term  portfolios  for  high- 
est yield  potential. 

STEP  3:  CALL  1-800-662 -SHIP  for  our 

free  Tax-Free  Investing  Kit. 

A  portion  of  income  may  be  subject  to  the 
Federal  altemathe  minimum  tax. 
•Lipper  Directors'  Analytical  Data. 


Residents  of  CA.  NY,  Nl  OH.  PA:  Please 
ask  about  our  State  Tax-Free  Funds. 

Please  send  me  the  free  Vanguard  ' 

Tax4^re€ Investing  Information  Kit. 

I  understand  it  contains  a  prospec- 
tus with  more  complete  information 
on  the  Vanguard  Municipal  Bond 
Fund,  including  ad\'isor>'  tees,  distri- 
bution charges  and  other  expenses. 
I  will  read  it  carefully  before  I  invest 
or  send  money 

Vanguard  Municipal  Bond  Fund 

pa  Box  2800 
Valley  Forge,  Pennsyh-ania  19482 
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OVER  $600,000,000 


.  ,iLics,  also  $9  million  for  adjoining 
l;md.  Esti  nated  worth  $655  million. 

William  Michael  Gafaro 
and  family 

Shopping  malls.  Hubbard,  Ohio.  78. 
Married,  3  children.  Immigrants'  son, 
built  first  strip  center  1954  with 
brother  John  (d.  1987).  Part  of  devel- 
opment movement  that  validated 
suburban  sprawl  by  constantly  build- 
ing shopping  centers,  later  enclosed 
malls  across  country:  "Every  time  we 
open  a  mall,  I  get  the  same  thrill." 
Currendy  7th-largest  U.S.  mall  man- 
ager, concentrates  on  middle  market; 
rarely  sells  property,  uses  litde  debt. 
Today,  "I  wouldn't  recommend  en- 
tering this  field"  without  experience, 
plenty  of  equity  dollars.  Son  Tony  in 
business.  J.J.  still  paying  for  crash  of 
his  sports  car  company.  Bill,  family 
trusts,  now  worth  about  $655  mil- 
lion. "If  you  make  a  friend  today,  you 
can  always  make  a  deal  tomorrow." 

John  D.  Hollingsworth 

Textile  machiner}%  real  estate.  Green- 
ville, S.C.  73.  Divorced,  1  daughter. 
From  1942  John  and  wife  Ella  (d. 


1984)  promised  service  truck  within 
48  hours  of  textile  mill  call,  built  up 
John  D.  Hollingsworth  on  Wheels. 
Raised  mill  productivity  tenfold  with 
better  yarn  making  wire,  carding  ma- 
chines; ruthlessly  protected  virtual 
monopoly  on  wire — now  down  to 
estimated  70%  share.  Invested  profits 
in  land;  over  $250  million  worth  near 
Greenville.  Added  related  machinery' 
from  mid-1970s.  Has  sent  truck  with 
bar  to  trade  shows  to  lure  salesmen  for 
drinks,  deals.  Severe  family,  iRS  prob- 
lems 1960s;  extremely  secretive. 
Once  diagnosed  paranoid  schizo- 
phrenic. Has  never  seen  5  of  6  grand- 
children. Estimated  fortune  $650 
million. 

Helen  Kinney  Copley 

Publishing.  La  Jolla,  Calif  68.  Di- 
vorced, widowed;  1  son.  Hunter  Col- 
lege dropout  answered  ad,  became 
secretary'  to  James  S.  Copley  (adopted 
son  of  newspaper  magnate  Col.  Ira 
Copley)  1953.  From  secretary  to  con- 
fidante: "I'll  never  know  what  he  saw 
in  me;  I  was  so  pathetically  shy." 
Married  1965;  gracious  hostess  until 
James'  death  1973.  Then,  took  over, 
sold  unprofitable  papers,  slashed  pay- 


Kirk  Kerkorian 
Should  you  buy  a 
used  company 
from  this  man? 
Almost  anytime  in 
the  past  40 
years,  this  former 
Fresno  farmboy 
was  buying  or  sell- 
ing a  company. 
He  spent  the  past 
decade  adding 
United  Artists  to 
MGM,  then  sell- 
ing some  or  all  of 
MGM,  then  buy- 
ing it  back,  recent- 
ly unloading  It 
again,  maybe  for 
keeps.  Maybe. 
Worth  only  $133 
million  in  our 
first,  1982  listing, 
he  has  topped  $1 
billion. 


roll,  beefed  up  editorial.  Expanded  to 
12  dailies  (770,000  subs.),  47  week- 
lies (nearly  1  million  subs.),  percent- 
age of  3  cable  T\'  s)'stems;  flagship 
still  San  Diego  Union/Tribune.  Son 
David,  39,  probable  successor.  James' 

2  children  fi-om  first  marriage  trust 
beneficiaries.  Copley  Press  now  worth 
at  least  S640  million. 

Paul  Fireman 

Reebok.  Newton,  Mass.  47.  Married, 

3  children.  Family  had  Massachusetts 
sporting  goods  business.  Came  upon 
British  track  shoes  at  trade  show 
1979.  Set  up  Reebok  USA  to  distrib- 
ute, bought  out  supplier  1984.  His 
innovation:  fashion  athletic  shoes  for 
aerobics  market — soft:  leather,  hot 
colors.  Unseated  Nike  as  top  U.S. 
sneaker  firm  1986,  enraged  Nike 
founder  Phil  Knight  (which  see).  Fire- 
man back  in  second  place  2  years  later: 
"There  is  not  the  overriding  motiva- 
tion which  sa\'S  we  have  got  to  be 
number  one  in  sales."  Nevertheless 
Reebok,  propelled  by  ver\'  successfijl 
Pump  line,  pursuing:  1990  sales,  52. 1 
bUlion;  Nike's  fiscal  1991,  S3.3  bU- 
lion.  Shares  (some  held  with  wife), 
stock  sales  tally  S625  million. 

Estee  Lauder 
Leonard  Alan  Lauder 
Ronald  Steven  Lauder 

Mother,  sons.  Cosmetics,  ntc  and  the 
Hamptons.  Estee:  ageless.  Widowed. 
"1  never  thought  I'd  make  it  big.  If  I 
felt  I  had  made  it,  I  would  be  some- 
where nice,  like  St.  Moritz,  skiing." 
Josephine  Esther  Mentzer  bom  to 
Czech -Hungarian  immigrant  parents 
in  Queens.  Sold  skin  creams  for  chem- 
ist uncle,  later  attached  her  name  to 
products,  haunted  department  store 
buyers  until  she  landed  orders.  Sum- 
mer resort  romance  led  to  marriage  to 
Joseph  Lauder  (d.  1983).  He  Kvamc 
administrator  and  escort;  she  mingled 
with  rich  and  beautiful,  developed, 
promoted  prcxiucts.  Uncanny  sixth 
sense  for  fragrances,  consumer  trends 
built  owe  of  world's  largest  cosmetics 
companies:  Estee,  Cliniquc,  .\ramis, 
and  now  Origins  (natural  pnxiucts, 
recyclable  containers  for  younger  sin- 
cere crowd).  "I  never  kwk  at  the 
competititMi — I  don't  even  know  w  ho 
the  competition  is:  Evcrv   J.w   they 
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Imagine  Buying  A  Learjet 
ToReacli  Smaller  Airports. 


With  short  field  capabUities  no  other  jet  -  or  most  turbopmps  - 
can  match,  a  Learjet  3iA  gives  you  access  to  thousands  of 
smaller,  less  congested  aiipoils  closer  to  your  final  destination. 
B>  saving  \ aluable  time  on  the  ground  as  well  as  in  the  air.  the 
versatUe  Learjet  31A  effectix ely  stixHches  >()ur  time  for  business. 

To  better  understand  the  man>  IxMiehts  inhemit  in  a  new  U^ulet. 
call  Ted  Farid.  Vice  President  Marketing  at  {'M6)  94(>-245(). 
Today  s  Leaiiet  :^l A  -  imagine  whert^  it  could  lake  \()u. 


©1991  Learjel  Inc. 


Learjet 


inc  runpcj  #uun  nununcu 


OVER  $600,000,000 


have  a  different  president."  Estee, 
founder,  longtime  soul  of  company, 
no  longer  in  day-to-day  operations. 
Leonard:  58.  Married,  2  sons.  Cur- 
rent chief  executive  officer,  credited 
with  much  of  company's  huge 
growth.  Wife  Evelyn  vice  president; 
son  Willi<im,  vice  president  and  gener- 
al manager  of  Origins,  seen  as  heir 
apparent.  Ronald:  47.  Married,  2 
daughters.  Left  managment  1983  for 
public  service:  deputy  assistant  de- 
fense secretary  (NATO),  ambassador  to 
Austria.  Ran  for  mayor  of  New  York 
City;  trounced  in  primary,  spent  esti- 
mated $350  per  vote.  Back  to  Estee; 
set  up  investment  firm  cedc  to  ftind 
East  Europe  ventures;  lavished  free 
lipsticks  on  West  Berlin,  opened  styl- 
ish perftimery  in  Moscow  1989. 
Three  share  family  firm  estimated 
worth  some  $1.8  billion. 


Wmiam  Alfred  Cook 

Medical  supplies.  Bloomington,  Ind. 
60.  Married,  1  son.  Illinois  boy,  drove 
cab,  Northwestern  grad  1953. 
Worked  5  years  in  Chicago  as  hospital 
supply  salesman.  Left  to  form  own 
hypodermic  needle  company.  Hated 
big  city;  sold  company,  packed  family 
into  Corvair,  moved  to  Bloomington, 
1963.  With  $1,500,  bought  solder- 
ing iron,  blowtorch,  plastic  tubing, 
made  then-new  cardiovascular  cathe- 
ters. Today  Cook  Group  one  of  larg- 
est-volume U.S.  catheter  producers; 
also  makes  pacemakers,  syringes,  uro- 
logical  supplies.  Employee  incentives. 
Also  insurance  business.  Extensive 
Bloomington  real  estate.  Net  worth 
estimated  at  $600  million. 


Alan  C.  Ashton 
Bruce  W.  Bastian 

Partners.  WordPerfect.  Orem,  Utah. 
Ashton:  49.  Married,  11  children. 
Bastian:  43.  Married,  4  children. 
Brigham  Young  U.  computer  profes- 
sor Ashton  teamed  with  grad  student, 
band  director  Bastian  to  write  com- 
puter program  diagramming  byu 
band  formations;  next,  word  process- 
ing program  for  Data  General  ma- 
chines. Program  commercially  avail- 
able 1980,  free  of  venture  capital.  In 
1982  IBM  PC  version  appeared  with 
new  name:  WordPerfect.  Vcr)'  popu- 


lar: easy  to  use,  added  new  features 
not  available  from  competitors.  Sales 
1990:  $452  million— up  61%  in  year. 
Litde  or  no  debt.  Now  nearly  3,000 
employees.  Each  owns  49.9%  Word- 
Perfect, at  current  multiples  worth 
estimated  $600  million  each. 

Frank  Batten  Sr. 

Media.  Virginia  Beach,  Va.  64.  Mar- 
ried, 3  children.  Nephew  of  Samuel 
Slover,  who  arrived  Virginia  1900. 
Samuel  raised  nephew  Frank:  Har- 
vard M.B.A.;  publisher  1954.  Inherit- 
ed. Aggressively  built  Landmark 
Communications  from  1  paper  (flag- 
ship now  Virginian- Pilot/Ledger- 
Star).  First  cable  franchise  1964;  now 
over  625,000  subscribers;  also  9  dai- 
lies, 32  weekly  shoppers,  4  triweek- 
hes,  etc. — total  circulation  over 
550,000.  Plus  TV  station,  2  radio 
stations,  Weather  Channel  (now  very 
profitable).  His  35%  Landmark  now 
estimated  at  least  $600  million.  "I 
thought  you  guys  would  stop  pub- 
lishing that  list." 

Fred  A.  Lennon 

Valves,  pipe  fittings.  85.  Chagrin 
Falls,  Ohio.  Married,  2  children. 
Started  with  customer  ser\dce  at  IBM; 
salesman  for  office  machine  company, 
then  Weldon  Tool;  both  Cleveland. 
Met  Cullen  Crawford,  designer  of 
innovative  high-pressure  pipe  fitting 
"Swagelok."  Became  partners.  Start- 
ed Crawford  Fitting  Co.  1947.  Len- 
non was  marketer,  Crawford  produc- 
tion. "Bought  out  Crawford  for  next 
to  nothing."  Expanded  in  mid- 
1950s,  added  companies:  Cajon  Co., 
Nupro,  etc.  Recognized  as  premier 
manufacturer  of  high-pressure  fit- 
tings. Much  government  contracting, 
sometimes  sole  source.  Secretive  to  an 
extreme.  Depending  on  margins,  his 
company  could  be  worth  as  litde  as 
$600  million. 


Jack  Rudin 
Lewis  Rudln 

Brothers.  Real  estate,  nyc:.  Jack:  67. 
Widowed,  3  children.  Lew:  64.  Twice 
divorced,  2  children.  Father  and  un- 
cles founded  Rudin  Management 
1924  to  manage  Bronx,  Manhattan 


tenements.  Sons  joined  firm  1946. 
Family  philosophy:  never  sell  (still 
own  family's  first  building,  bought 
1902).  Today  3,300  apartments, 
about  7  miUion  square  feet  prime 
Manhattan  office  space,  most  built 
pre- 1972.  Believed  relatively  litde 
debt,  very  profitable.  Brothers  big 
NYC  boosters,  led  tax  prepayment 
drive  to  keep  cit\'  afloat  late  1970s: 
"We  had  to  do  something.  We 
couldn't  very  well  pick  up  our  build- 
ings and  move  them  across  the 
George  Washington  Bridge."  Lew 
founded  Association  for  a  Better  New 
York;  Jack  heads  ntc  Marathon  com- 
mittee. Brothers'  fortune  estimate 
down  $300  million  ft-om  1990,  to 
$1.2  billion  or  more. 


A.  Alfred  Taubman 

Shopping  centers.  Bloomfield  Hills, 
Mich.  66.  Divorced,  remarried  (to 
former  Miss  Israel);  3  children.  Son  of 
Detroit  custom  home  builder;  U.  of 
Michigan  dropout.  Got  55,000  loan 
1950;  developed  shopping  center 
1953,  built  more.  Large  regional 
malls  1960s;  perfectionist  with  strin- 
gent leases,  store  design  demands:  "If 
they  don't  like  it,  they  don't  have  to 
rent  with  us."  Now  22  malls.  Made 
$150  million  Inine  Ranch  buyout 
1977-83;    white    knight    Sotheby's 

1983.  Bought    department    stores 

1984,  1986.  Owns  800  Detroit  apts.; 
etc.  Anchor  stores'  share  in  malls  ap- 
pears greater  than  formerly  thought; 
in  real  estate  recession,  estimate  re- 
\'ised  to  over  $600  million. 


George  Phydias  Mitchell 

Oil,  real  estate.  Houston.  72.  Mar- 
ried, 10  children.  B.S.  Texas  A&M. 
Son  of  a  Greek  goatherd  and  railroad 
worker;  tamily  name,  Paraskixopou- 
lis,  changed  by  railroad  timekeeper 
who  couldn't  pronounce  it.  George 
became  geologist,  w  ith  brother  John- 
ny made  it  big  post^^ar  in  oil  syndi- 
cate; exentually  bougin  out  most 
partners,  renamed  Mitchell  Knerg>'  & 
De\elopinent  when  company  went 
public  1972.  TiKlay  U.S.'  13th -big 
gest  producer  natural  gas  liquids.  Also 
land  dcNclopment:  real  estate  i>pcrai 
ing  revenues  up  12%  fiscal  1991,  to 
$98.8  million.  "When  real  estate 
turns  around,  we'll  ha\  e  30  vears  of  an 
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The  Right  Technology 
At  The  Right  Time. 

Today,  business  is  operating  on  a  tough  new  agenda.  New  business 
needs  demand  new  thinl<ing.  Sharp  Thini<ing about  business 
technology  that  works  the  way  you  work  today. 

Sharp  Thinking  created  the  first  higli-resolution  VGA  notebook 
computer  small  enough  to  fit  in  your  briefcase,  the  powerful  Wizard 
Electronic  Organizer,  the  world's  first  desktop  full-color  fax  and  the 
high-speed  Masters  Series  Copier/Duplicator. 

Satisfying  your  demand  for  higlvquality  products  that  meet  your 
needs  has  made  Sharp  coj)iers  number  one  in  customer  satisfaction. 
And  made  Sharp  the  number  one  selling  fax  brand  in  America. 

Sharp  Thinking,  it's  built  into  hundreds  of  innovative  business 
products.  It's  behind  our  comprehensive  dealer  programs  that 
provide  your  business  with  total  service  and  support  long  after  your 
purchase.  And  now  the  Sharp  National  Account  Program  (SNAP) 
offers  the  same  benefits  to  large  businesses. 

To  learn  what  Sharp  Thinking  can  do  for  your  business, 
call  1-800-BE-SHARP 
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FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 
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THBVK  WE  MAKE  ONT 
YOU'RE  21%  CORRECT. 


You  probably  think  of  Hyundai  as  the 
maker  of  world-class,  high  quality, 
affordable  motor  cars— and  you're  right. 
But  Hyundai  Motor  only  represents 
approximately  21%  of  the  Hyundai 
Business  Group  worldwide. 

Originating  44  years  ago  as  a  small 

contractor,  Hyundai  has  rapidly 

expanded  to  become  one  o{  the  international  giants  in  engineering 

and  construction  with  over  US$20  billion  of 
overseas  contracts,  the  builder  and  operator  of 
a  shipyard  with  the  largest  ship  tonnage 
i^^^^fcSiil    in  the  world,  and  the  largest  producer  of 
automobiles  in  Korea. 


In  addition,  Hyundai  is  leading  the  way  in  the 
manufacture  of  computers,  semiconductors, 
telecommunication  systems, 
heavy  equipment, 
rolling  stock,  machinery 
and  petrochemicals. 
Hyundai's  latest  venture  to  develop  the  natural  resources  of 
Siberia  is  an  illustration  of  its  pioneering  and  innovative  spirit. 


In  fact,  corporate 
depth  and  diversity 
is  one  of  the  reasons 
why  Hyundai  has 
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>^2:\-\ti 


become  a  symbol  of  Korea's  economic  success. 
Join  with  us  in  Korea  or  around  the  world  as 
we  bring  the  challenge  of  tomorrow  closer  today. 


HYUNDAI 

K  P  0  Box  92  Seoul  Korea  Tel  (02)746-1873 
Tlx   K23175/7  Fax  (02)741-2341 
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income  stream."  Stock  market  more 
cautious,  but  Mitchell's  63%  Mitchell 
Energy,  other  assets  worth  over  $600 
million. 


Nelson  Peltz 
Peter  May 

LBOs.   Peltz:  Palm  Beach,  Fla.   Di- 
vorced, remarried;  6  children.  49. 
May:  NYC;  Bridgeport,  Conn.;  Palm 
Beach,  Fla.  Married,  2  children.  48. 
Peltz  Wharton  dropout,  built  up  fam- 
ily food  distribution  business,  sold 
1978   for   $8   million  profit.   May: 
M.B.A.,  U.  of  Chicago.  Started  with 
Peat  Marwick  as  cpa  1965,  joined 
Peltz    1972.    Through    friend    Saul 
Steinberg,  met  Mike  Milken  1979, 
prompdy  built  empire  with  junk  debt: 
bought  control  Triangle  Industries 
1983,  National  Can   1985   (Victor 
Posner  bailout),  American  Can  Pack- 
aging and  Uniroyal  chemical  opera- 
tion 1986.  Lots  of  internal  expansion, 
bolstering  rather  than  stripping  firms; 
total  sales  $4  billion,  highly  lever- 
aged. Peltz  reportedly  "bon  vivant," 
May  the  bean  counter:  "We  comple- 
ment each  other  very  well."  Sold  Tri- 
angle 1988  to  Pechiney  S.A.  (France) 
for  notes  bearing  10%  annual  interest, 
bought  back  nonpackaging  entities, 
including  large  real  estate  assets  hke 
Hollywood  Inc.  in  Fla.  Recendy  un- 
loaded partial   control   of  Britain's 
Mountieigh  Group  Pic:  took  badi. 
May:  "I'd  just  as  soon  not  be  on 
[your]  list,  but  it's  always  frustrating 
to  look  and  say,  'Gee,  I'm  worth  a  lot 
more  tiian  diat.'  "  Hanging  in  there: 
Peltz  net  worth  now  estimated  $600 
million,      receiving      $13.8       mil- 
lion/quarter interest;  May  $300  mil- 
lion ($7  million/quarter  interest). 

William  Clay  Ford 

and  family 
Josephine  Clay  Ford 

and  family 

Brother  and  sister.  Only  surviving 
grandchildren  of  Ford  Motor  Co. 
founder  Henry  Ford  (d.  1947).  Their 
brother  Henry  II  (d.  1987)  named 
director  third  year  at  Yale,  never  grad- 
uated. Called  out  of  Nav>'  on  father 
Kdsel's  death  1943;  took  over  ailing 
giant  1945,  began  phenomenal  turn- 


Michael  Milken  (right)  with  brother  and  partner  Lowell 
As  Michael  built  his  junk  bond  empire  at  Drexel  Bumham,  he  had  a  right-hand  man  he 
could  trust  like  a  brother.  To  further  induce  Mike  Milken,  45,  to  plea  bargain,  the 
authorities  promised  to  drop  all  charges  against  Lowell,  42.  Michael  Is  serving  ten 
years.  Both  their  fortunes  are  still  threatened  by  civil  suits  and  legal  bills. 


around    of  car    empire.    Remained 
chairman  until  1980  amid  lively  per- 
sonal life.  Son  Edsel  II  named  presi- 
dent of  Ford's  finance  subsidiary  this 
spring.   Good  chance  for  advance- 
ment: Ford  family  has  40%  of  voting 
power.  William:  66.  Grosse  Pointe 
Shores,   Mich.   Married   to   Martha 
Firestone,  4  children.  Friendly,  laid- 
back,  has  not  held  operating  slot  since 
mid-50s.  Supports  management  but 
wants  more  power  for  Edsel  and  son 
William  Jr.,  34,  an  executive  director, 
who  also  has  lofty  ambitions.  William 
Sr.  owns  Detroit  (football)  Lions;  net 
worth,  mostiy  from  Ford  stock,  ex- 
ceeds $600  million.  Josephine  (Do- 
die):  68.  Grosse  Pointe  Farms,  Mich. 
Married  to  Walter  Buhl   Ford  (no 
blood     connection),     4     children. 
Worth,  with  substantial  art  assem- 
blage,  above   $340   million.   Other 
family  members  have  over  $360  mil- 
lion more  in  stock. 


Albert  Lee  Ueltschi 

FlightSafety  International.  Ining, 
Tex.  74.  Widow ed,  4  children.  Riised 
on  Kentucky  form,  learned  to  fly  at 
nearby  airfield.  By  16,  gave  lessons. 
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did  air  shows.  Worked  for  Pan  Am 
WWII,  founded  FlightSafet>'  1951  to 
train  pilots  for  new  corporate  planes. 
Had  to  mortgage  home  to  build  first 
simulator.  "Even  though  I  started  the 
company  in  '51,  I  continued  to  flv 
until  '68  because  I  couldn't  make 
enough  money  to  send  four  kids  to 
college."  But  safe,  fast,  relativelv 
cheap  classes  with  no  crashes  told  tale: 
In  40th  year,  36  facilities  vearlv  train 
o\'er  34,000.  Shares  recenth-  worth 
some  $590  million.  Heads  Project 
Orbis:  nonprofit  group  helps  world's 
blind.  "You  can't  do  everything,  but 
>'ou  can  ha\e  a  lot  of  tlin  doing 
something." 

Maurice  (Hank) 

Greenberg 
MansHeld  Freeman 
Ernest  E.  Stempel  • 

American  International  Group.  NTC. 
Company  founded  Shanghai  1919  bv 
C.V.  Starr  (d.  1968),  Hi>it  Westerner 
to  sell  insurance  to  Chinese.  Built 
international  congkimeratc;  no  heirs. 
Uirge  block  .\k;,  in\cstnients  in  pri- 
vate holding  companies,  contnillcd 
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ISTANBU  L 


Hong  Kong 


Toronto  (1992) 


Istanbul  (1991) 


The  iinest  hotels  in  the  world 
all  share  the  same  lirst  name. 

In  the  tradition  of  Conrad  Hilton  and  his  famed  Waldorf  Towers  comes  Conrad  Hotels, 

international  hotels  with  standards  proud  enough  to  bear  his  name.  For  reservations  and 

information  call  your  travel  consultant  or  Hilton  Reservation  Service  at  1-800-HILTONS. 
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The  Inlernalioiial  Syiiiool 
I'or  Ser\'ice. 
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kcv  executives:  inheritance  by 
management.  Today  largest  commer- 
cial underwriter,  looking  to  increas- 
ing opportunities  Eastern  Europe, 
Asia:  "There's  a  lot  on  the  stove." 
Greenberg:  66.  Married,  4  children. 
Raised  on  New  York  dairy  farm.  Law- 
yer. Chance  interview  at  Continental 
Insurance  Co.  went  badly;  Greenberg 
went  to  higher-ups:  hired  immediate- 
ly. Moved  to  C.V.  Starr  &  Co.  1961. 
Rose  quickly,  named  successor  1968. 
Went  public  1969  asAiG.  Tough  boss: 
"You  haven't  achieved  any  standing 
until  you  have  experienced  his 
wrath."  Stock  and  other  investments 
worth  more  than  $585  million.  Free- 
man: Greensboro,  Vt.  96.  Widowed, 
1  son.  Joined  Starr  in  China  early 
1920;  returned  U.S.  1941,  retired 
with  healthy  load  of  shares  1960.  Son 
Houghton,  vice  chairman,  70,  votes 
shares  but  stock  in  Freeman's  name, 
recently  worth  some  $425  million. 
Ernest  E.  Stempel:  Hamilton,  Ber- 
muda. 75.  Married,  4  children. 
Joined  C.V.  Starr  as  clerk  1938,  then 
only  23  employees.  Used  stock  op- 
tions, incentive  systems  to  accumu- 
late shares.  Stock  today  worth  some 
$325  milhon. 

Goi*don  £ai*le  Moore 

Intel.  Santa  Clara  County,  Calif  62. 
Married,  2  children.  U.  of  Calif.;  Cal- 
tech  Ph.D.  chemistry  and  physics 
1954.  Cofounded  Fairchild  Semicon- 
ductor; with  Robert  Noyce,  started 
Intel  1968,  which  invented  micro- 
processor 1971.  Dazzled  world  with 
dynamic  ram  memory  chip,  went  on 
from  there.  Currently  world's  leading 
manufacturer  of  microprocessors.  In 
1965  predicted  power  of  chips  would 
double  about  every  18  months;  so 
accurate  became  known  as  Moore's 
Law.  Moore's  comment  on  prognos- 
ticating ability:  says  in  Seventies  he 
thought  only  use  for  a  personal  com- 
puter was  to  index  his  wife's  recipes. 
Yet  thanks  to  scrupulously  obserx'ing 
Moore's  Law,  his  Intel  stock  now 
worth  over  $585  million. 


Shelby  CuUom  Davis 

Investment      banking.       iarr^'town, 
N.Y.  82.  Married,  2  children.  Gradu 
atcd     Princeton     1930,     (Columbia 
1931,  Ph.D.  political  science  U.  of 


Geneva  1934.  CBS'  Swiss  correspon- 
dent before  WWII;  N.Y.  deput}'  su- 
perintendent of  insurance  1945:  "I 
got  to  know  who  were  the  bluffers 
and  who  were  really  professionals." 
With  $100,000,  founded  investment 
firm  Shelby  Cullom  Davis  &  Co. 
1947,  one  of  first  to  specialize  in 
insurance  stocks;  remains  chairman: 
"I'm  an  equity  man.  Stocks  ride 
through  inflation  a  lot  better  than 
bonds."  Devout  Republican,  ambas- 
sador to  Switzerland  1969-75.  Hea\y 
Princeton  donor,  supports  National 
Right  to  Work,  chairman  Heritage 
Foundation;  intends  to  leave  "high 
portion"  of  estate  to  Heritage:  "I 
can't  imagine  a  better  place."  Firm, 
other  investments  worth  some  $580 
million. 

Roger  Milliken 
Gerrish  Milliken 
Anne  Franchetti 
Minot  Milliken 
and  families 

Siblings  and  cousin.  Textiles,  invest- 
ments. Heirs  of  Seth  Milliken,  co- 
founder  dry  goods  jobber  Deering, 
Milliken  &  Co.  1865.  With  William 
Deering  (later  left  to  start  what  be- 
came International  Harvester)  Milli- 
ken built  company  debt  free,  liquid. 
Bought  less-liquid  supplier  mills  in 
Depression  bankruptcies.  Grandson 
Roger:  Spartanburg,  S.C.  75.  Mar- 
ried, 5  children.  Currendy  heads  Mil- 
liken &  Co.,  largest  privately  owned 
U.S.  textile  firm;  sales  estimated  over 
$2.5  billion;  good  margins.  Stresses 
research  and  development  spending. 
Keeps  company  details  close  to  vest. 
"He  makes  a  clam  seem  like  an  open 
mouth."  Gerrish:  Greenwich,  Conn. 
74.  Married;  4  sons,  2  daughters. 
Started  in  cotton  mill  in  Union,  S.C-. 
after  Army.  Retired  1986  but  has 
office  in  NYC.  Director  Milliken  &  Co. 
and  Mercantile  Stores  Co.,  both  con- 
trolled by  family.  Minot:  NYC.  75. 
Married;  4  sons,  1  daughter.  \'ice 
president,  director  Milliken  &  Cx).; 
on  board  of  Mercantile  Stores.  Anne: 
in  her  70s.  Ver\'  private.  Seal  Cove, 
Maine.  Has  carried  gun  against  pi>ssi 
ble  terrorist  attack.  Heirs  of  t)tlicr 
Milliken  sibling,  the  late  lane  Stroud, 
ignited  ire  of  Roger  by  selling  some 
500  shares  of  Milliken  &  C'o.  to  com 


petitor  Delta  Woodside  Industries 
1989:  sought  to  force  financial  infor- 
mation out  of  secretive  Roger.  Small 
amount  of  company  stock  belongs  to 
heirs  of  late  Francis  Kingsley,  one  of 
Roger's  best  friends.  Estimated  for- 
tunes with  families:  Roger,  S570  mil- 
lion; Gerrish,  $325  million;  Minot, 
$325  million;  Anne,  $325  million; 
Strouds,  $325  million. 

Henry  Earl  Singleton 

Teledyne.  la.  74.  Married,  5  children. 
Son  of  Texas  rancher;  after  Annapolis, 
MIT,  never  veered  from  calling:  big 
business.  Worked  for  Hughes  Air- 
craft, then  Litton  Industries,  where 
he  met  George  Kozmetsk\'.  Duo 
started  Teledyne  with  S450,000  in- 
vestment 1960s;  financed  by  Arthur 
Rock.  Early,  successfiil  conglomera- 
tor.  Now  over  100  companies  in  avia- 
tion, electronics,  etc.  Major  spinoffs: 
Argonaut  Group  (insurance),  .-Vmeri- 
can  Ecolog}'  (environmental  clean- 
up), Unitrin  (insurance)  1990.  Mas- 
ter of  large-scale  divestiture  and  stock 
buybacks,  has  "legendary'  abiiit\'  to 
spot  underxalued  investments."  Re- 
tired abrupdy  from  day-to-day  man- 
agement 1989;  still  chairman  of 
board's  executive  committee.  His 
Teledyne,  other  stock,  worth  some 
$565  million. 

George  L.  Lindemann 

Cable  T\\  cellular  phones.  Green- 
wich, Conn.;  West  Palm  Beach,  Fla. 
55.  Married,  3  children.  Born  New 
York  Cit) ,  while  at  Wharton  joined 
family  cosmetics  business  1957. 
Urged  father  to  get  into  pharmaceuti- 
cals, began  company  which  later  de- 
veloped first  contact  lens;  sold  out  to 
Cooper  I^iboratories  1971  for  $60 
million.  Founded  cable  business  scx)n 
after  ("I  owned  a  it  set"),  sold  for 
$220  million  1982.  Started  cellular 
firm,  Metro  Mobile  c  is,  same  year; 
built  to  one  of  biggest  inde|XMidents. 
His  shares,  etc.  worth  estimated  $560 
million  before  merger  with  Bell  At- 
lantic announced  late  September.  "If 
you  lcx)k  to  the  fiiture  and  yi>uVc 
w  illing  to  bet  on  vour  brain,  you'll  Ix 
there  on  time.  Lxe  never  been  in  a 
business  where  anybixly  undcrstcxxi 
w  hat  1  w  as  doing,  and  b\  the  time  they 
imderstiuxl  I  think  I  had  lett." 
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John  Murdoch  Harbert  III 

(  onstruction,  investments.  Birming- 
ham, Ala.  70.  Married,  3  children. 
Won  $6,000  from  craps  game  on  ship 
home  from  WWII,  bought  concrete 
mixer,  entered  construction.  Went 
\irtually  broke  3  times  in  20  years. 
"Someone  who  sold  us  $50  worth  of 
pencils  could  have,  if  he  desired, 
forced  us  into  involuntary'  bankrupt- 
cy." Grew  slowly.  But  from  1964 
steered  toward  high-risk,  high -profit 
overseas  ventures,  e.g.,  pipeline  in  S. 
America,  sewer  system  in  Abu  Dhabi 
mid-1970s.  Snapped  up  Ky.  and 
Tenn.  coal  lands  with  huge  reserxes. 
Late  in  energy  crisis  ( 1981 )  flipped  to 
Standard  Oil  of  Indiana  for  $400 
million,  including  10  million  Amoco 
shares  now  worth  over  $500  million. 
Publicity-shy  gambler's  76%  Harbert 
Corp.  estimated  $560  million. 

Richard  Mellon  Scaife 

Inheritance,  publishing.  Shadyside, 
Pa.  59.  Divorced,  remarried;  2  chil- 
dren. Great-grandson  of  Judge 
Thomas  Mellon  (see  other  Mellons, 
Curriers).  Through  Scaife  Newspa- 
pers, actively  runs  smallish  papers  re- 
flecting conservative  ideology'.  Media 
empire  dwindling:  Sold  2  papers  to 
"Thomson  Group  1985;  Sacramento 
Union  to  local  developers  1989.  Dis- 
likes publicity',  refiises  to  use  middle 
name  (thought  father  Alan  Scaife 
treated  poorly  by  Mellons).  Most 
prominent  Mellon  of  his  generation. 
Estranged  from  sister  Cordelia  Scaife 
May  (which  see).  Generous  contribu- 
tor to  conservative  leaders,  think 
tanks.  Net  worth  estimated  $550  mil- 
lion, depending  on  recent  divorce 
settlement. 


Erskine  Bronson  Ingram 

Barges;  distribution.  Nashville.  59. 
Married,  4  children.  After  father's 
death  1962,  took  over  Ingram  Corp., 
an  oil  refining,  marketing  and  barge 
company,  with  brother  Fritz.  Entered 
book  distribution  at  urging  of  family 
friend  1964;  found  new  business  me- 
tier. Family  split  firm  1978  after  chair- 
man Fritz  convicted  for  bribery  (sen- 
tence commuted  by  President  Carter 
1981).  Bronson  acquitted.  Steadily 
added    barge,    coal,    oil,    wellhead 


equipment;  has  built  up  his  Ingram 
Industries  to  over  $2.7  billion  reve- 
nues (over  80%  fi-om  distribution 
books,  videos,  computer  hardware 
and  software).  "We  always  had  more 
things  to  do  with  our  money  than  we 
have  money  to  do  them."  Estimated 
worth  over  $550  million. 

John  G.  Rangos  Sr. 

Waste  management.  Pittsburgh.  62. 
Divorced,  3  children.  Son  of  Greek 
restaurant  owner,  began  building 
landfills  for  utilities  1960s.  In  1969  he 
and  partner  bought  Chambers  Devel- 
opment, partner  sold  out  soon  after. 
Rangos  and  sons  John  Jr.  and  Alexan- 
der acquired  more  trash  companies, 
municipal  contracts,  but  especially 
landfill  space — realized  this  would  be 
the  industry's  scarce  resource.  Com- 
pany now  one  of  largest  waste  disposal 
companies  in  nation  (1990  revenues 
$258  million).  Growing  fast,  compa- 
ny expects  sales  to  top  $300  million  in 
1991.  According  to  Rangos,  the  se- 
cret is  tight  management.  Took  com- 
pany public  1985;  Wall  Street  put  him 
on  this  list:  His  shares  recently  worth 
$545  million. 

John  Je£fery  Louis 

Inheritance.  Winnetka,  111.  66.  Mar- 
ried, 3  children.  First  cousin  of  Samu- 
el Johnson  of  Johnson  Wax  (see  also 
S.C.  Johnson).  Worked  in  dad's  adver- 
tising agency,  then  in  international 
marketing  for  Johnson  Wax.  Chair- 
man of  Combined  Communications 
1968;  stepped  down  1981  after 
merger  with  Gannett.  Full  plate  of 
other  investments:  director  S.C. 
Johnson  &  Son,  Air  Wisconsin,  Bax- 
ter International,  Ralston  Purina, 
Gannett.  Strong  Republican  support- 
er, ambassador  to  Britain  for  Reagan; 
resigned  1983  reportedly  under  pres- 
sure. Golfer,  amateur  flier,  philan- 
thropist. With  family  30%  S.C^  John- 
son &  Son  interest,  other  holdings, 
believed  worth  $545  million. 

Cordelia  Scaife  May 

Inheritance.    Ligonicr,    Pa.    63.    Di 
vorced,  widowed;  no  children.  Great 
granddaughter    of    Judge    Thomas 
Mellon  (see  Mellons,  Curriers,  Scaife). 
Brief  marriage  to  Herbert  May  1950. 


Wed  longtime  friend  Robert  Duggan 
1973,  Pittsburgh  D.A.;  he  died  of 
gunshot  wound  during  corruption 
investigation  1974.  Brother  Richard 
Mellon  Scaife  has  not  spoken  to  her 
since.  Endowed  laurel  Foundation 
to  support  education,  population 
control,  other  liberal  causes.  Main- 
tained family  tradition  (Mellon  for- 
tune built  on  19th-century  venture 
capital)  in  small  way,  fiinded  emerg- 
ing companies  through  Roldiva,  Inc., 
named  after  favorite  steeplechaser. 
Lives  modestly,  privately.  Wealth 
(mainly  in  trusts)  believed  at  least 
$525  milUion. 


James  Howard  Marshall  n 

Oil.  Houston.  86.  Divorced,  remar- 
ried; 2  sons  from  first  marriage.  Born 
Germantown,  Pa.  Yale  Law  School 
1931  (magna  cum  laude,  assistant 
dean  age  28).  Worked  on  WWII  gov- 
ernment petroleum  board,  then  exec- 
utive posts  with  Signal  Oil,  Ashland 
Oil.  Wrote  law  against  "hot  oil"  (oil 
produced  above  levels  set  by  Texas 
Railroad  Commission).  Invested  in 


Saul  Steinberg  ana  Wi    ■.:,■■.  ■ 
He  thou^  he  was  in  the  establish- 
ment, until  his  failed  1969  run  at  Chemi- 
cal Bank.  In  the  1980s  he  tried  to  join: 
He  and  Gayfryd  occupy  a  former  Rockefel- 
ler residence,  collect  Old  Masters.  She 
patronized  PEN,  the  writers'  group,  but 
was  turned  upon  by  petty  scribes. 
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It  took  a  visionary  to  dream  up  Robosaurus.  But  it  took  Parker  Hannifin  to  bring  it  to  life. 


Engineer  Doug  Malewicki  challenges 
convention.  An  award-winning  in- 
ventor who  extends  the  bounds  of 
the  possible,  Malewicki  has  designed 
a  host  of  unlikely  vehicles,  including 
a  three-wheeled,  gas-sipping  car  that 
gets  more  than  150  miles  to  the  gal- 
lon. But  nothing  compares  in  magni- 
tude to  Robosaurus,  a  huge  electro- 
hydraulic  monster  that  chews 
up-and  then  throws  away-cars,  to 
the  delight  of  fans  at  auto  shows  na- 
tionwide. 

Standing  40  feet  tall,  Malewicki's 
hi-tech  Tyrannosaurus  isn't  just 
whimsy.  Robosaurus  was  designed  to 
draw  crowds-as  it  tours  arenas  and 
captures  imaginations. 

And  that  was  the  engineering 
challenge:  Robosaurus  had  to  pack 
maximum  entertainment  value  into  a 
highly  reliable  design  that  could  be 
easily  transported  and  erected.  Its 
58,000-pound  steel  skeleton  had  to 
simultaneously  grip,  lift,  and  crush 
two-ton  cars,  while  ensuring  the  safe- 
ty of  the  operator  and  the  audience. 

To  give  Robosaurus  life,  Male- 
vyicki  relied  on  the  engineering 
know-how  of  Parker  Hannifin  Cor- 
poration, the  world's  largest  manu- 
facturer of  motion-control  compo- 
nents and  systems.  Working  with  a 
team  of  Parker  engineers,  Malewicki 
tapped  the  talents  of  eight  of  their  di- 
visions and  borrowed  ideas  from 
Parker  technologies  spanning  indus- 
tries as  diverse  as  aerospace  and  au- 
tomotive manufacturing. 

Engineers  who  have  seen  Ro- 
bosaurus in  action  call  it  a  "powerful 
demonstration  of  state-of-the-art  hy- 
draulic technology."  Powered  by  a 
500-horsepowcr,  twin-turbo  diesel 
engine,  and  controlled  by  a  500  gal- 
lon hydraulic  fluid  system,  Ro- 
bosaurus required  some  of  i'arker's 
most  advanced  components  in  order 


to  replicate  the  menacing  action  of 
the  original  Tyrannosaurus. 

The  jaws  alone  proved  an  engi- 
neering challenge.  Their  elongated 
reptilian  design  provided  little  lever- 
age and  no  mechanical  advantage. 
But  they  still  needed  to  exert  15,000 
to  20,000  pounds  of  precision  force. 


tems  for  Robosaurus.  The  Company 
utilizes  the  same  technologies  that 
brought  Robosaurus  to  life  in  a  great 
many  useful,  productive  applica- 
tions-from  factory  automation  and 
robotics,  to  aviation  and  marine  ap- 
plications, to  farm  and  construction 
machinery  of  all  kinds. 


TRAVELING  ROBOSAURUS 


HYDRAULICALLY-OPERATED 
LOCKING  MECHANISMS 


MECHANICAL 

STOP  PILOT 

COMPARTMENT 


LIFTABLE  WHEELSET  FOR  MANEUVERABILITY 
DURING  SHOWS  ONLY 


PAW  LIFTS  FOR 
ROAD  CLEARANCE 


Parker  Hannifin's  Fluidpower 
Group  came  up  with  the  solution. 
Working  closely  with  Malewicki  and 
his  people,  Parker  engineers  designed 
an  ingenious  turnkey  system  of  com- 
ponents that  included  cylinders,  fil- 
tration systems,  control  valves, 
pumps,  motors,  hoses,  fittings,  and 
seals.  The  result.-'  Robosaurus  can 
adeptly  scoop  up  a  car,  hold  it  firm- 
ly, and  then  crunch  it  in  its  jaws  be- 
lore  tossing  it  to  the  ground. 

"In  eaSence,  Parker's  engineers 
became  a  part  of  our  design  team," 
says  Malewicki.  "They  understood 
our  mission  in  making  Robosaurus 
an  entertainment  and  engineering 
marvel.  1  hey  realized  our  needs  in 
terms  of  safety,  reliability,  appear- 
ance, and  profitability.  With  creativi- 
ty and  dedication,  they  worked  hard 
to  make  our  dream  work." 

Parker  does  a  good  deal  more 
than  provide  unique  fluidpower  sys- 


The  type  of  partnership  em- 
ployed to  develop  Robosaurus  is  the 
driving  force  behind  Parker  Han- 
nifin's worldwide  pre-eminence  in 
motion-control  components  and  sys- 
tems. With  more  than  800  product 
lines  tor  hydraulic,  pneumatic,  and 
electromechanical  applications  in 
some  1,200  industrial  and  aerospace 
markets,  Parker  operates  200  manu- 
facturing plants  and  administrative 
offices,  in  addition,  the  C\>mpany 
supports  more  than  4,5(H>  distribu- 
tors serving  more  than  258,000  cus- 
tomers in  every  corner  of  the  world. 

Numbers  aside,  hcnvever,  it's  the 
meshing  of  customer  ser\  ice,  techno- 
U)gical  expertise  and  creative  prob- 
lem-solving that  makes  Parker  com- 
ponents and  systems  the  first  choice 
for  a  wide  range  of  global  cus- 
tomers-from  aircraft  to  machim^ttH'kl 
manufacturers,  including  creative  en- 
gineers like  nt>ug  Malewicki. 
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Some  engineering  challenges  are  real  monsten 


Innovative  engineer  Doug  Malewicki 
envisioned  a  unique  and  challenging 
assignment.  With  Parker's  cooperation, 
he  created  a  monster-  an  eiectrohydro- 
mechanical  monster  named  Robosaurus. 

Robosaurus  demolishes  cars  and 
thrills  auto  extravaganza  crowds. 
He  raises  them  50  feet  from  the 
ground.  He  bites  them  in  half,  rips  off 
their  roofs,  and  crushes  them  in  his 
monster-sized  hands  before  hurling 
the  mangled  carcasses  to  the  ground. 


Getting  this  fire-breathing,  fully- 
movable,  car-crushing  monster 
operational  called  for  the  contributions 
of  eight  Parker  divisions. 

Parker  engineers  assisted  Malewicki 
and  his  team  in  designing  a  unique 
turnkey  system  of  cylinders,  valves, 
pumps,  motors,  filters,  seals,  hoses, 
and  fittings.  And  Parker's  support 
system  keeps  Robosaurus  in  shape  as 
he  tours  the  world. 

This  type  of  hands-on  involvement 


exemplifies  the  Company's  partner- 
ships with  industrial,  automotive, 
and  aerospace  manufacturers  the  wor 
over  -  partnerships  which  have  heipe 
make  Parker  a  S2.44  billion-per-year 
leader  in  the  motion-control  industry. 

For  Parker's  fiscal  1991  annual 
report,  write:  Parker  Hannifin 
Corporation.  Dept.  FB-I6A.  | 

17325  Euclid  Avenue,  Cleveland.  Oh 
441 12-1290.  For  product  information 
customers  may  call  1-8(X)-C-PARKE 


A  partnership  in  vital  technologies 
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ac  Northern  Oil  Co.  with  friend 
r  fed  Koch,  father  of  present  Kochs 
(which  see).  Eventually  swapped  stock 
for  interest  in  Koch  Industries.  Calls 
net  worth  estimate  a  "pure  fantastic 
calculation."  But  Kansas  state  docu- 
ments nonfantastic:  His  nearly  15% 
ownership  of  Koch  Industries  esti- 
mated worth  at  least  $525  million. 


John  Orin  Edson 

Leisure  craft.  Seattle.  59.  Married,  2 
children.  Founded  Bayliner  (power- 
boats) 1955.  Company  sped  past  rest 
of  boating  competitors;  sales,  profits 
doubled  in  each  of  last  3  years  before 
sale  to  Brunswick  late  1986.  Basic 
manufacturing  tack:  simplify  produc- 
tion, lower  per-unit  cost  by  making 
single  product  in  great  quantity,  and 
attract  buyers  with  subsequently  low- 
er prices.  Edson,  made  wealthy  by 
Brunswick  buyout,  conservatively  in- 
vested proceeds.  He  and  wife  now 
travel  extensively.  Maintains  105-foot 
yacht;  building  a  160-foot  fiberglass 
yacht;  owns  and  pilots  several  planes; 
he,  wife  fly  his-and-hers  helicopters. 
Net  worth  estimated  $525  million. 

Caroline  Rose  Hunt 

Inheritance;  oil,  real  estate.  Dallas. 
68.  Twice  divorced,  5  children.  Sec- 
ond daughter  of  H.L.  Hunt.  With 
sister  Margaret  (which  see),  separated 
assets  1983  from  brothers  William 
Herbert,  Lamar  and  Nelson  Bunker, 
who  failed  to  corner  silver  market. 
Diversified  her  Rosewood  Corp.  into 
real  estate.  Owns  Dallas'  Mansion  at 
Turde  Creek,  Crescent  Court  office 
complex,  estimated  1,000-plus  acres; 
manages  London  hotel.  Sold  much 
domestic  oil  production  for  estimated 
$275  million.  Separate  Dutch  North 
Sea  operation  still  profitable.  Lost 
over  $90  million  in  Milken-cursed 
Hirst  Executive  s&i..  Recently  restruc- 
tured defaulted  Citicorp  note.  Sons 
run  business  while  C'aroline  looks  af- 
ter antiques.  Might  be  worth  some 
$525  million. 

James  McGlothlin 
and  family 

Coal.   Bristol,  Tcnii.  51.  Divorced, 
remarried;    1    daughter,   6   stepchil 
drcn.  Cx)llege,  law  school  at  William 


&  Mary.  Lawyer,  ran  small  restaurant 
business.  Founded  United  Coal  Co. 
1970  as  surface  mine  with  1 1  employ- 
ees; added  mines  during  energ}'  crisis. 
Now  one  of  lowest-cost  U.S.  produc- 
ers, secret  is  nonunion  contract  labor. 
Reserves  almost  all  low  sulfiir.  Sur- 
vived 1980s  price  fall  with  lucrative 
long-term  contracts  from  utilities, 
steel  companies;  also  diversified  into 
oil,  gas,  financial  services,  now  almost 
50%  of  revenues.  Shares  company 
with  father,  cousin.  Likes  golf,  basket- 
ball; disconcerting  practical  joker: 
"Life  doesn't  have  to  be  dull  just 
because  you're  president  of  a  com- 
pany." Estimated  worth  some  $515 
million. 

Roy  Hampton  Park 

Media.  Ithaca,  N.Y.  81.  Married,  2 
children.  Born  on  North  Carolina 
farm,  entered  N.C.  State  at  15.  ap 
stringer  for  $18/week,  ran  college 
paper.  Launched  Ithaca  ad  agency 
1942.  Landed  Thomas  Dewey  ad 
campaign:  "If  he'd  won,  I'd  be  a 
happy  retired  bureaucrat."  Cofound- 
ed  Duncan  Hines  1947;  sold  to 
Procter  &  Gamble  for  stock  1956. 
Acquired  first  TV  station  1962,  built 
up  Park  Communications;  now  7  T\', 
20  radio;  also  140  small  rural  dailies, 
weeklies,  etc.  Owns  about  2,000  acres 
Florida  orange  groves;  commercial 
real  estate;  ConAgra  stock.  Wears 
gold  watch  on  each  wrist;  wife  raises 
peacocks.  Ithaca  College  named  me- 
dia school  for  him  1989.  Estimated 
worth  at  least  $515  million. 


WilUam  A.  Dart  ^ 

Dart  Container  C>orp.  Sarasota,  Fla. 
64.  Married,  3  children.  Became  part- 
ner in  father's  steel  tape  measure  man 
ufacturing  business,  founded  Michi- 
gan 1937.  Began  experimenting  with 
plastics  1953.  In  1960  pair  produced 
foam   cup  with   own-design   equip 
ment,  technology.  Private  Dart  ('on 
tainer   Corp.    now    world's   leading 
maker  foam  cups,  15  plants  North 
America,  England;  makes  own  poly 
styrene  resin  feedstock;  has  own  truck 
fleet.  (\)ntiiuious  and  acii\e  famih' 
management;   W.A.'s   st>n    Kenneth 
president,  son  Robert  vice  president. 
Son  Thomas  runs  family's  Dart  Ener 
gy,  oil  and  gas  concern.  Mvide  recent 


purchase  6.5  million  Freddie  Mac 
shares.  Stock,  other  assets  worth  esti- 
mated $500  million. 


Dennis  Washington 

Mining,  railroads,  etc.  Missoula, 
Mont.;  Sun  Valley,  Idaho.  57.  Mar- 
ried, 2  sons.  Heavy-crane  operator  in 
Alaska,  then  back  in  Montana  (loved 
big  machines).  Got  530,000  business 
loan  and  got  married,  age  30.  Built  to 
Montana's  largest  contractor.  No- 
ticed assets  of  unaggressive  big  com- 
panies. Bought  closed  Anaconda  cop- 
per mine  for  $20  million  1985  from 
Arco,  copper  prices  surged;  1989  sold 
nearly  half  for  S125  million.  Bought 
rail  system  from  Burlington  Northern 
1987,  renamed  Montana  Rail  Link, 
profits  now  estimated  over  S33  mil- 
lion a  year  pretax.  Owns  about 
55,000  acres  in  Montana,  horses, 
yacht,  airplane.  This  year  bought 
64,000-acre  Oregon  commune  with 
hotel,  jet  strip,  bomb  shelter,  former- 
ly owned  by  Indian  guru  Bhagwan 
Shree  Rajneesh.  Net  worth  at  least 
$500  million.  "What  makes  a  super- 
star is  luck." 

Laszlo  Nandor  Tauber 

Real  estate.  Potomac,  Md.  76.  Di- 
vorced, remarried;  2  children.  Born 
Budapest;  champion  gvmnast,  medi- 
cal school.  Escaped  Nazi  labor  camps 
on  second  tr\':  "I  just  walked  away 
one  day."  To  U.S.  1947,  set  up  medi- 
cal practice.  Dreamed  of  building 
own  hospital,  surgeon's  income  not 
enough;  built  apartment  project  on 
$9,500  lot.  Switched  to  offices,  pri- 
marily for  L'.S.  government,  at  initial 
low  rent  to  win  bid;  raised  on  re -lease. 
F>entually,  L^ncle  Sam's  biggest  land- 
lord. "We  don't  want  to  take 
chances."  Built  JetVerson  Hospital  in 
Alexandria,  Va.  Still  tlill  time  surgeon 
but  may  be  retiring  this  year  to  write 
surger>-  texts.  Real  estate,  etc.  estimat- 
ed worth  over  S500  inilliiMi,  net. 
"I've  been  so  lucky,  I  am  wrong  to 
complain." 

Delford  Michael  Smith  • 

Air  carriers.  McMinmille,  Ore.  ftO. 
Divorced,  2  sons.  C^r|"»haned,  raised 
b\  adoptive mtuher.  "I  alwa\> wi>rked." 
As  bo\ ,  3  newspaper  routes.  Worked 
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BESSEMER. 

ENHANCING  WEALTH 
FOR  FUTURE  GENERATIONS. 


F 
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.  or  over  eight  decades  our  single  focus  has  been  the  preservation, 
enhancement  and  transfer  of  wealth  for  families. 

One  of  America's  most  successful  entrepreneurs  gave  Bessemer  its 
start  and  after  five  generations  those  heirs  continue  to  entrust  their 
assets  to  our  care.  If  you  have  accumulated  substantial  wealth,  you 
need  an  Advisor  who  has  the  knowledge  and  skills  to  assure  that  your 
assets  are  properly  managed  during  your  lifetime,  and  subsequently 
well  managed  for  your  heirs. 

We  provide  investment,  custody,  trust,  private  banking,  tax  and  other 
financial  services  to  a  limited  number  of  individuals  and  families. 
Presently,  some  700  clients  have  entrusted  over  $9  billion  to  our  care. 

The  exponential  demands  of  future  generations  require  an  Advisor 
who  can  achieve  consistently  superior  investment  performance  over 
the  long-term.  If  you  have  $5  million  or  more  and  would  like  to  learn 
more  about  Bessemer,  please  call  or  write  to  Robert  C.  Elliott,  Senior 
Executive  Vice  President  at  (212)  708-9141. 


Bessemer  Trust 


630  Fifth  Avenue,  New  York,  New  York  Will 

The  Bessemer  Trust  Cmnpanies:  Offices  in  New  York,  Palm  Beach,  Miami, 

Washington,  DC,  London,  Wixxihndge,  NJ,  Grand  Cayman 


inc  runDC3  ruun  nuniincu 


$500,000,000 


li-;  way  through  U.  of  Washington 
U953);  Air  Force  1953-56.  Started 
forerunner  to  Evergreen  Internation- 
al Aviation  1960,  bought  2  helicop- 
ters on  credit;  fleet  now  100  helicop- 
ters, small  aircraft,  dozens  of  heavy- 
transport  airplanes,  including  727s, 
747s,  DC-Ss,  DC-9s.  At  first,  tree 
seeding,  spraying.  Then  missions  for 
government  around  world.  Rapid 
growth.  Rumors  say  ciA.  Smith:  "We 
are  opportunists."  Recently,  agree- 
ments to  carry  cargo  to  Saudi  Arabia, 
make  regular  cargo  stops  in  eastern 
Siberia.  Net  worth  estimated  at  least 
$500  million. 


William  Gofdon  Bennett 
William  Norman 
Pennington 

Partners.  Circus  Circus.  Bennett:  Las 
Vegas.  66.  Pennington:  Reno.  68. 
Both  married,  each  2  children.  Ben- 
nett, a  Del  Webb  representative, 
bought  gaming  equipment  from  Pen- 
nington, who  recalled  start  of  magical 
relationship:  "We  both  liked  flying, 
we  were  about  the  same  age,  and  we 
both    liked    everything    each    other 


liked."  Joined  forces  1971  to  distrib- 
ute slot  machines,  hoped  to  use  prof- 
its to  buy  casino.  Bought  Circus  Cir- 
cus, casino  with  live  circus  acts,  1974. 
Broke  with  competitors:  targeted 
middle-class  family  market  with  inex- 
pensive rooms,  food.  Pennington: 
"We  cater  to  middle  America.  We 
don't  want  high  rollers."  Middle  class 
plays  lots  of  slots:  now  7  casinos, 
including  castle-theme  Excalibur,  the 
largest  hotel  ever  built  (4,032 
rooms).  Pennington,  retired  3  years, 
still  confers  with  partner:  "I'm  just 
enjoying  the  devil  out  of  things." 
Bennett's  stock,  other  assets  worth 
$500  million;  Pennington's  worth  an 
estimated  $400  miUion. 

John  Lee  Cox 

Oil.  Midland,  Tex.  66.  Married;  1 
son,  1  daughter.  Grew  up  in  West 
Texas;  father  worked  for  oil  company. 
Graduated  Rice  U.;  started  as  petro- 
leum engineer  1946;  struck  out  on 
own  1952;  major  early  partner  Joseph 
Gruss  (which  see).  Known  as  "Spray- 
berr)'  King"  because  he  built  fortune 
on  interest  in  over  1 ,000  wells  in  West 
Texas'  Sprayberrv'  Trend.  Cox  cur- 


rently operates  some  800. wells  there 
and  in  southern  Texas,  New  Mexico, 
Oklahoma,  Rockies.  "The  recession 
hasn't  aflfected  my  business  that 
much,  but  it's  kept  me  ft-om  expand- 
ing. If  oil  and  gas  prices  were  [high- 
er], I'd  drill  200  wells,"  not  75.  Golf, 
Dallas  Cowboys  fan.  Tex  Moncrief 
(which  see):  "John  is  what  we  call  a 
man's  man."  Net  worth  estimated 
well  over  $500  million. 

William  Russell  KeUy 

Kelly  Services,  Inc.  Troy,  xVlich.  85. 
Married,  1  son.  Born  British  Colum- 
bia; father,  oil  pioneer,  died  1928 
leaving  no  estate,  7  children. 
Dropped  out  of  U.  of  Pittsburgh.  Car 
salesman.  Stint  as  accountant.  Fiscal 
manager  for  Army  WWII.  Hit  on 
idea:  postwar,  office  business  machin- 
ery burgeoned;  trained  operators 
needed.  Opened  Russell  Kelly  Office 
Services,  Detroit  1946,  sent  out  "Kel- 
ly Girls"  with  calculating  machines. 
Spread  nationwide,  took  public  1962. 
Now  largest  U.S.  supplier  temps,  over 
575,000  employed  last  year;  950  of- 
fices worldwide.  Because  of  recession, 
smaller  profits,  company  not  expand- 


Leave  your  job  for  a  year. 
It  could  do  wonders  for  your  career. 


,4-PrdB«"^ 


1983-1984 
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Deve\oped  mJ 
oevtf  division 


This  unusual  career  advice  is  from  the  President's 
commission  to  select  White  House  Fellows. 
We're  looking  for  motivated  men  and  women  to  assist 
the  President,  Vice-President,  or  cabinet-level  offi- 
cials for  a  year.  We  need  top  performers  of  solid 
character  with  a  capacity  for  hard  work.  Plus  a 
desire  for  public  service. 


White  House  Fellows  have  gone  on  to  become 
CEOs  and  senators,  ludges  and  generals.  Even  an 
orchestra  conductor.  But  they  all  agree  on  one  thing: 
Their  year  as  a  "Fellow"  changed  their  lives. 
Not  to  mention  their  resumes. 
Call  i-202-?9s-4S22  for  a  brochure  and  application. 
The  application  deadline  is  December  is. 


THE  WHITE  HOUSE  FELLOWSHIPS 


worth  remembering . . 

...  as  a  major  force  in  energy. 

Working  Interests  in  eight  million  net  acres  and  total  reserves 
of  ainiost  one  billion  barrels  of  oil  equivalent  make  our  energy 
subsidiary,  PanCanadlan  Petroleum,  one  of  the  largest  hydrocar- 
bon producers  In  Canada.  PanCanadlan  Intends  to  build  on  its 
enviable  competitive  position  with  aggressive  exploration 
development  and  acquisition  programs. 

Our  energy  Interests  also  include  Fording  Coal,  one  of  the  world's 
most  efficient  coal  companies.  Fording  has  two  billion  tons  of 
metallurgical  and  thermal  coal  reserves  in  Western  Canada  and 
supplies  coal  to  industries  around  the  world. 

Energy-just  one  of  the  valuable  assets  that  makes  Canadian 
Pacific  Limited  a  name  worth  remembering. 
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Canadian  Pacific  Limited 


inc  runpco  ruun  nununcu 


$500,000,000 


V 


as    usual.    Terence    Adderley, 

upted  son,  president  and  chief  ex- 

Lcutive    officer,    has    $136    million 

worth  of  stock.  Kelly  worth  at  least 

$500  million. 


Patrick  Joseph  McGovern 

Publishing.  Nashua,  N.H.  54.  Di- 
vorced, remarried;  4  children.  Built 
computer  from  scratch  as  teenager; 
won  MIT  scholarship,  worked  on  MIT 
computer  magazine,  launched  Inter- 
national Data  Group  1964 — flagship 
publication  Computerworld.  Now 
more  than  150  newspapers  and  maga- 
zines in  50  countries,  including 
U.S.S.R.;  also  related  information 
services.  Slowly  selling  stock  to  em- 
ployee trust  (more  than  30%  so  far) 
"to  build  a  total,  common  family." 
Believes  in  letting  employees  have 
autonomy:  "If  you  have  the  right 
people,  all  you  have  to  do  is  meet  once 
a  year  and  say,  'How  did  it  go.^'  " 
Lives  modesdy,  flies  coach.  Reces- 
sional results  down,  but  worth  esti- 
mated at  $500  million. 


William  Ingraham  Koch 
Fredrick  Robinson  Koch 

Brothers.  Energy  services.  Two  of  4 
sons  of  Fred  Koch  (d.  1967),  founder 
Koch  Industries,  now  $17-billion- 
plus  oil  industry  giant.  Bill:  Palm 
Beach.  51.  Married,  1  child.  Fred: 
Monaco,  nyc.  57.  Single.  Family  split 
1981;  brothers  Charles,  David  (see 
both)  controlled  company.  Bill 
claimed  mismanagement,  poverty. 
"I'm  one  of  the  wealthiest  men  in 
America  and  I  had  to  borrow  money 
to  buy  a  house."  Brother  Fred,  big 
donator  to  arts,  joined  Bill's  fight; 
buyout  setded  feud  1983.  Bill  found- 
ed Oxbow  Corp.,  mixed  bag  of  busi- 
nesses— energy  trading  company,  real 
estate,  geothermal  electric  plants. 
New  F!ngland  Business  magazine, 
leased  office  space.  Sales  estimated 
near  $1  billion.  Worth  $500  million 
or  more.''  Spokesman:  "You're  way 
low."  Recently  spends  much  of  time 
sailing,  preparing  to  defend  America's 
Cup  spring  1992.  Fred:  Harxard, 
then  Yale  drama  school.  Reclusive  art 
collector,  restorer.  "The  guy  just  isn't 
into  business."  Believed  worth  at  least 
$500  million. 
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Meyer  Lansky,  little  old  mobster 
The  mobsters'  mobster,  he  was  among 
the  last  survivors  of  the  Capone  days. 
Reputed  to  control  an  international  web 
of  mob  enterprises  worth  billions,  he  lived 
modestly  in  Florida,  and  was  buried  in 
1983  in  a  plain  pine  box. 


Amos  Ban*  Hostetter  Jr. 

Continental  Cablevision,  Inc.  Bos- 
ton. 54.  Married,  2  daughters.  Son  of 
stockbroker  fi^om  Short  Hills,  N.J. 
Harvard  M.B.A.;  stint  in  utilit)'  fi- 
nance. "Bud"  started  cable  company 
with frat brother  H.  Irxing Grousbeck 
1963.  Each  put  up  $4,000  (as  did 
Bud's  father).  Acquired  and  built 
franchises.  Dow  Jones  took  17% 
stake.  Acquisition-hungry:  Bought 
McClatchy  (see  family)  cable  compa- 
ny 1986,  American  Cable  Systems 
1988.  Now  over  2.7  million  subscrib- 
ers. Bought  out  Dow  Jones  for  $300 
million  1989.  Grousbeck  left:  to  teach 
1981,  still  owns  10%.  After  debt, 
company  believed  worth  $1 .2  billion. 
Hostetter  43%:  over  $500  million. 


Neil  Gary  Bluhm 
Judd  David  Malkin 

Partners.  Real  estate.  Winnetka,  Chi- 
cago, 111.  Both  53;  married;  3  children 
each,  ('hildhood  buddies  from  blue 
collar  section  ot  C'hicago\s  North 
Side;  college  roommates  U.  of  Illi- 
nois. Both  (  i\\s;  Malkin  had  Toyota 
dealership  and  dragged  lawyer  Bluhm 


into  real  estate  syndicate  1968.  Judd: 
"I  had  to  twist  his  arm  to  leave."  jmb 
Realty  Corp.  carefiil  user  of  leverage, 
among  first  to  syndicate  with  huge 
pension  fijnds,  other  institutional  in- 
vestors. Big  bucks:  Built  up  to  control 
over  $24  biUion  real  estate  assets 
1990;  many  for  own  account.  Neil: 
"We  do  lots  of  things  besides  syndica- 
tion." Bought  Disney's  Arvida  Devel- 
opment Corp.  for  S400  million  1987; 
Canada's  Cadillac  Fairvievv  for  $2  bil- 
lion 1987;  Amfac  (one  of  largest  Ha- 
waiian landholders)  1988;  sold  Cy- 
berTel  recently  for  nice  profit.  Also 
real  estate  in  London,  Houston,  Chi- 
cago, California.  Pair's  interest  jmb, 
given  fijller  list  of  assets,  suggests  net 
worth  now  near  S500  million  each 
amid  real  estate  recession.  "A  lot  of 
developers  are  high  profile.  They 
can  have  the  glor\';  we'll  take  the 
cash  flow." 


Charles  Henry  Dyson 

Conglomerator.  ntc.  82.  Widowed, 
4  children;  1  son  in  business.  Price 
Waterhouse  cpa,  decorated  WWII 
colonel;  represented  Treasury^  De- 
partment at  Bretton  Woods  1944;  left 
Textron  vt  post  1949,  felt  it  was 
diversifying  too  slowly.  Launched 
Dyson-Kissner  (now  Dyson- Kissncr- 
Moran)  with  former  colleague  Frank- 
lin Kissner.  Built  conglomerate  drm, 
which  has  acquired  well  over  30  com- 
panies last  7  years  alone.  Interests  in 
public  companies  (V^arlen  Corp.,  Es- 
terline  Tech.,  etc.),  private  companies 
with  sales  over  SI  billion.  Extensive 
real  estate,  developing  actively,  also 
some  oil  and  gas.  With  lamily,  ovmis 
some  91%  dkm;  estimated  more  than 
$500  million. 


Robert  Staples  Howard 

Howard  Publications.  Rancho  Santa 
Fe,  Calif  67.  Marned,  4  children.  U. 
of  Minnesota  dropi>ut.  After  WWII 
inherited  hometown  (Whealon, 
Minn.)  paper:  "I  swept  the  floors, 
melted  lead,  .sold  ads,  wrote  sto- 
ries .  .  .  you  name  it."  Founded  How- 
ard Publications  196l;sawpt)ssibility 
of  ow  ning  more  than  one  new>;paper. 
Buih  to  ^18  dailies,  nearly  450,000 
subscribers;  added  other  media.  Un- 
assuming (flagship  is  northwest  Ham 
moiui  [Iiidl    limes'!  but  profitable 
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^  How  do  you  improve  on 
the  car  that  became  a  symbol 
for  quality  in  America? 

You  make  it  better. 


The  New  LeSabre 


Buick  LeSabre  has  earned  an  enviable 
reputation  for  quality.  Of  course,  that  didn't 
stop  the  people  at  Buick  from  striving  to 
make  LeSabre  even  better. 

Safer 

The  new  LeSabre  offers  the  safety  of 
anti-lock  brakes  (ABS),  as  well  as  a  standard 
driver-side  air  bag  supplemental  restraint. 

Roomier 

The  6-passenger  LeSabre  now  gives  you 
even  more  front  headroom  and  rear 
legroom.  And  the  spacious  trunk 
is  easily  accessible,  thanks  to  the 


ingenious  new  low  liftover  design. 
Quieter 
LeSabre's  aerodynamic  shape  is  designed 
to  please  both  your  eyes  and  ears.  Wind  noise 
is  reduced  to  a  whisper,  while  special 
acoustical  insulation  all  but  banishes  road 
noise  from  the  interior. 

More  Powerful 
The  LeSabre's  3800  V6  engine  now  offers 
even  more  horsepower.  Yet  it  gets  an  EPA 
estimate  of  18  mpg  city/28  highway 

To  learn  more  about  the  qualities  that 
make  the  new  Buick  LeSabre  even  better, 
please  call  1-800-531-1 115. 

Or  better  yet,  see  your  Buick 
dealer  for  a  test  drive  today. 


BUICK 

The  Nev\-  Symbol  For  Qualitv' 
In  America. 


©1991  CM  Corp  All  rwhJs  reserved 

LeSabre  is  a  reyalered  tTademark  of  CM  Corp 

BucMe  up.  America! 


lilt  nm^t^  Ttfuni  Tiumymntt 


OVER  $4S0.000.000 


chain;  minimal  debt.  In  1988  sold 
Buffalo  TV  station  to  King  World  for 
$100  million.  Sold  40%  stake  Choice 
TV,  cable  joint  venture  with  Don 
Reynolds  (which  see),  for  $72  million 
1989.  Now  zero  cable  TV.  Despite 
newspaper  industry  recession,  still  be- 
lieved worth  at  least  $500  million. 

John  Richard  Simplot 
and  family 

Potatoes.  Boise,  Idaho.  82.  Divorced, 
remarried;  4  children.  Quit  school, 
left  home  in  8th  grade;  invested  in 
hogs  age  17,  later  potato  sorter.  Capi- 
talized on  WWII  with  vegetable  dry- 
er: sold  dried  onions,  potatoes  to 
Army.  Ensured  fortune  when  compa- 
ny scientist  developed  process  for 
freezing  cut  potatoes  1950s.  Now 
"Mr.  Spud"  produces  nearly  1.5  bil- 
lion lbs.  annually:  more  than  50%  of 
McDonald's  fries.  Potato  peelings 
help  feed  300,000  cattie;  sells  fertiliz- 
er to  contracted  potato  farmers.  Also 
other  frozen  vegetables;  transport; 
Micron  stock.  Sports  5 5 -foot  U.S. 
flag  outside  home:  "I  love  America. 
We've  got  the  only  system  that 
works — it  keeps  everyone  hustiing." 
Diversified  holdings,  run  by  Simplot 
and  family,  estimated  $500  million. 

Jeremy  Maurice  Jacobs 

Sports  concessions.  East  Aurora,  N.Y. 
51.  Married,  6  children.  Father 
founded  concession  business  with 
brothers  1915  in  theaters,  baseball 
parks.  Made  loans  to  troubled  sports 
teams  for  exclusive  long-term 
rights — one  comes  up  for  renegotia- 
tion 2000.  Jerry  CEO  on  father's  death 
1968 :  "He  created  a  wealth  and  disci- 
pline that  were  his  needs  at  the  time.  I 
valued  his  way  of  life,  but .  .  .  Idoalot 
of  things  to  get  away  from  work." 
Today,  contracts  shorter;  competi- 
tion intense  in  major-  and  minor- 
league  markets.  Delaware  North  Co. 
diversifying:  11  dog  racing  tracks; 
Boston  Garden,  Bruins  (hockey);  alu- 
minum ingot  operation.  Longs  for 
Japanese  baseball  concessions.  Esti- 
mated worth  $500  million  or  more. 

Leonard  S.  Skaggs  Jr. 

American  Stores  C'o.  Salt  Lake  C]it>-. 
68.  Married,  4  children.  Grandfather 


Samuel  started  Skaggs  Cash  Stores  in 
Idaho  1915.  Taken  over  by  6  sons; 
later  became  Safeway.  Father  bought 
Payless  Drug  Stores,  Utah,  1939. 
Leonard  Jr.  took  over  age  26,  at 
father's  death  1950.  Partnership  with 
Joe  Albertson  (which  see)  developed 
lucrative  idea  1969:  drug  and  grocery^ 
stores  under  one  roof  Friendly  split 
1977;  Sam  built  own  empire:  1,846 
stores  in  36  states;  1990  sales,  $23 
billion.  Important  acquisitions  in- 
clude Jewel  Cos.  1984;  Lucky  Stores 
1988.  Known  to  employees  as  The 
Wizard.  "He  puts  in  good  people  and 
gets  rid  of  all  the  deadwood."  Very 
private.  His  shares  largest  food/drug 
chain  recentiy  worth  $495  million. 


Bella  Wexner 

The  Limited,  Inc.  Columbus,  Ohio. 
Mid-70s.  Widowed,  2  children. 
Mother  of  Leslie  Wexner  (which  see), 
who  founded  women's  retail  clothing 
chain  The  Limited.  Bella,  buyer  for 
the  Lazarus  stores,  married  Russian 
immigrant  Harrv^  Wexner,  who  at  1 3 
worked  in  tin -can  factor}'.  Together 
opened  women's  clothing  store.  Son 
started  own;  Bella  joined  his  business 
after  specialized  retailing  boomed. 
Harrv'  died  1975.  Bella  still  active, 
now  company  secretary;  occupies  of- 
fice across  from  her  son:  One  of  larg- 
est U.S.  specialty,  mail-order  retailers 
women's  apparel.  Leslie:  "I  regret 
that  my  father  never  lived  to  see  it." 
Bella's  shares  of  Limited  stock  recent- 
ly worth  over  $490  million. 

John  Charles  Haas 
Fritz  Otto  Haas 

Brothers.  Rohm  &  Haas  Co.  Sons  of 
German-born  Otto  Haas,  who  immi- 
grated to  U.S.  1901.  Went  back  to 
Germany  1907,  built  successfiil  busi- 
ness (partner  Otto  Rohm  stayed  in 
Germany).  To  U.S.  again  1909, 
opened  U.S.  office  of  Rohm  &  Haas 
Co.;  company's  first  U.S.  product: 
Oropron  for  tanners,  replaced  ma- 
nure as  agent  of  choice.  Added  pesti- 
cides 1920s,  developed  Plcxiglas 
1936.  Went  public  1949.  Rohm's 
stake  sold  in  oftering,  Fritz  took 
charge  of  company  after  father's 
death  1960.  Ill-fated  diversification 
into  fibers  (polyester),  pharmaceuti- 
cals; shrugged  oft.    Ttxia)  company 


important  producer  polymers,  plas- 
tics, various  chemicals.  Both  now  re- 
tired. John:  Villanova,  Pa.  73.  Mar- 
ried, 5  children.  F.  Otto:  Ambler,  Pa. 
76.  Married,  3  sons.  Passed  presiden- 
cy 1970  to  nonfamily  executive.  The 
2  brothers'  21.7  million  shares  re- 
centiy worth  about  $955  million. 

Jane  Bancroft  Cook 

Inheritance.  Cohasset,  Mass.;  Saraso- 
ta, Fla.  79.  Thrice  widowed,  once 
divorced;  3  daughters.  Last  ii\ing 
grandchild  of  Clarence  Barron  (d. 
1928),  who  amassed  Dow  Jones  em- 
pire (acquired  Wall  Street  Journal, 
Dow  Jones  ticker  in  deal  with  Charles 
Dow  1902).  Jane  once  a\id  sailor, 
rider;  played  opposite  Humphrey  Bo- 
gart  in  summer  acting  troupe.  As 
director  Dow  Jones  &  Co.  1950-85, 
"a  zealous  guardian  of  the  journalistic 
independence  cf  the  Journal."  Com- 
pany also  publishes  Barron's,  23  local 
newspapers;  operates  news  wires,  ra- 
dio and  T\'  programming;  estimated 
1991  revenues  SI. 7  billion.  Dow 
Jones  stock  fortune  split  among  Jane 
and  two  other  branches  of  Barron's 
dynasty.  Jane's  third  totals  some  S480 
million. 

Craig  O.  McCaw 
John  Elroy  McCaw  Jr. 
Keith  W.  McCaw 
Bruce  R.  McCaw 

Brothers.  McCaw  Cellular  Commu- 
nications. Sons  of  John  Elroy 
McCaw ,  radio,  T\'  pioneer  in  North- 
west; died  1969,  company  mired  in 
debt.  Family  forced  to  sell  all  but  one 
cable  system.  Craig  took  over  while 
studying  at  Stanford.  Formed  part- 
nerships to  raise  cash  for  rapid  expan- 
sion. Sold  oft"  cable  T\'  business  1987 
for  $755  million.  Took  bet-thc-ranch 
gamble:  moved  into  cellular,  created 
public  company — McCaw  Cellular 
Communication? — to  raise  more  cap 
ital;  leveraged  into  biggest  cellular 
telephone  ser\icc  in  nation  { 1990  rev- 
enues, SI  billion).  In  1990  acquired 
LIN  Broadcasting,  also  major  cellular 
carrier.  Debt  burden  huge.  Craig: 
CY.o.  Bellevue,  Wash.  42.  Married,  no 
children.  Industr\-  genius,  cn\-isions  a 
"seamless"  natitinal  cellular  network. 
John:  executive  vice  president,  head 
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of  acquisitions.  Seattle.  40.  Married,  3 
children.  Bruce:  director.  Scatde.  45. 
Single.  Keith:  no  longer  direaor.  still 
major  shareholder.  Seattle.  38.  Mar- 
ried, 1  child.  All  involved  in  compan\- 
since  beginning.  Brothers'  stock  re- 
cendy  worth  more  than  51. 5  billion; 
Craig's  alone,  S480  million. 

Robert  Alfred  Lurie 

Real  estate,  inheritance.  SF.  62.  Di- 
vorced, remarried;  6  children.  Son  of 
Louis  R.  Lurie  i  d.  1972  ),  colorfiil  real 
estate,  entertainment  mogul  v*-ho 
purchased  S 1 ,000  printing  firm  at  age 
14  in  Pacific  Northwest.  Went  on  to 
build  300  buildings  Chicago,  SF;  pro- 
duced Broadwa)'  hits  (South  Pacific^ 
West  Side  Story),  movies  (Tarzan). 
Introverted  son  Roben  inherited: 
conservative  caretaker;  eschews  debt. 
Dedicated  to  San  Francisco  ( baseball ) 
Giants,  purchased  1976:  **It's  more 
interesting  and  challenging  than  mak- 
ing real  estate  deals."  Hopes  for  new 
SF  stadium  quashed  in  communit\- 
vote  1989;  turned  to  other  possible 
sites;  all  bets  now  off.  Real  estate. 
Giants  estimated  S480  million. 

Alexander  Gus  Spanos 

'  Real  estate.  Stockton,  Calif.  68.  Mar- 
•  ried,  4  children.  Tough  working  con- 
ditions in  father's  baken^  as  a  kid: 
fi-equenth-  beaten,  forbidden  to  play 
high  school  sports.  Started  catering 
company  1956  with  5800  bank  loan; 
made  extra  cash  selling  sandwiches  to 
migrant  farm  workers.  Built  first 
apartments  as  tax  shelter  1960,  found 
good  business:  A.G.  Spanos  Con- 
struction became  land  developer,  re- 
cent sales  5307  million,  gross  profit 
margin  25%.  Owns  80%  of  San  Diego 
(football)  Chargers.  Invested  with 
raider  Paul  Bilzerian  and  Ed  DcBar- 
tolo  (which  see)  in  Singer  takeover 
1988.  Memorable  dance  routine  with 
golf  pal  Bob  Hope.  Net  worth  esti- 
mated perhaps  5480  million.  Satis- 
fied? "Never.  The  day  I'm  satisfied, 
they  can  bury  me." 

Sigfried  Weis 
Robert  Freeman  Weis 

Cousms.  Wcis  Markets,  Inc.  Siglried: 
Lewisburg,  Pa.  75.  Roben:  Sunbun, 
Pa.  72.  Both  Yale  graduates;  married. 


3  children  each.  Expanded  family's 
Penns\iyania  grocers-  store  operation 
staned  by  grandfather  Sigfiied  as  Sc- 
lins  Grove  general  store  1870;  later 
cash-and-carr\-  store  under  Sig's  and 
Roben's  fathers.  Became  Weis  Mar- 
kets 1947;  Sigfiied  president,  Robert 
\ice  president  since.  Nonunion  busi- 
ness now  over  100  supermarkets  in  5 
states,  primarily  Pa.  Earnings  in- 
creased steadih-  through  1980s,  prof- 
itabilit\-  well  above  average  for  the 
industry'.  Success  due  in  part  to  verti- 
cal integration — thc>'  sell  over  1 ,500 
private-label  products  for  own  stores. 
Operate  5  ice  cream  shops.  Also  ag- 
gressive cost  control.  Company  cre- 
do: serving  each  customer  one  at  a 
time,  as  if  onh-  customer  in  store. 
Company  recendy  made  alliance  with 
Sam  Walton's  (which  see)  Wal-Mart 
Stores;  soon  to  open  stores  next  to 
each  other  in  Penns\ivania.  Sigtried's 
stock  recenth"  worth  neariy  5475  mil- 
lion, Robert's  worth  over  5400  mil- 
hon.  Roben's  sister  Ellen  has  5120 
million. 


Roy  Edward  Disney 

Walt  Disne>  Co.  Los  Angeles.  61. 
Married,  4  children.  Nephew  of  Wal- 
ter Elias  Disnc>-  (d.  1966),  genius 
cartoonist.  Walt  cofoundcd  Disne>- 
productions  with  brother  Roy  O.  Dis- 
nc\'  1923.  Micke>  Mouse  appeared 
1928;  rest,  histor\'.  Wait  Disne>-  Co. 
now  theme  parks,  cartoons,  copy- 
rights, mo\ies,  Disne>-  Channel,  etc. 
Roy  E.,  son  of  Roy  O.,  asst.  film  editor 


An  Wang 

ad  early  coinp«»- 
tars' kay  Memo- 
ry cor*,  aad  his 
Wang  Labs  «aia 
him  bnefYy  a  bil- 
lionaire. B4ftbe 
put  Fred  in 

got 

Ibyi 

PCs. 
The 
soon  in  deep 
trouWe.  ttoe  Waa^ 
off  ourist  Aa 
Wang  died  Ri  1990. 


Dragnet  T\  series  1953.  Worked  in 
Disney  studios  23  years:  cameraman, 
film  editor,  etc.  Independent  produ- 
cer/investor after  management  dis- 
pute 1977.  Returned  as  \ice  chairman 
1984;  heads  animation  dept.  Chair- 
man Shamrock  Holdings:  real  estate, 
media  investments,  etc.  Net  worth 
estimated  5470  million.  Uncle  Walt's 
heirs  also  have  substantial  holdings. 

Daniel  James  Terra 

LawTer  International.  Chicago.  80. 
\Mdowed,  remarried;  1  son.  Father  an 
Italian  immigrant  lithographer. 
Graduated  Penn  State  193 1 ,  chemical 
engineering  degree;  sang  in  speakeas- 
ies to  scrape  by  during  Depression. 
Unveiled  high-speed  print  process 
1936  that  could  chum  out  magazines 
in  24  hours.  With  52,500  loan, 
founded  specialt>  printing  ink  firm, 
Lawter  Chemicals,  1940.  Delegated 
management  1955;  paid  oflT.  Today, 
Lawter  pushing  irmovative  nonpoUu- 
tant  ink  tor  graphics  industry',  ^"hich 
accounts  for  70%  of  Lawxcr's  roc- 
nucs.  Major  art  collector  since  uili: 
sparked  interest  in  American  pieces 
1960.  Opened  Terra  Museum  of 
-\merican  .\rt  in  Chicago  1988.  With 
stcKk,  art.  estimated  5470  million. 

Reese  Mcintosh 
Rowling  and  family  ^ 

Oil,  gas  pipeUncs.  Coq>us  Chnsn, 
Tex.  63.  Married,  4  children.  Worked 
as  geologist  at  oil  companies.  Went 
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nee  your  promotional  events  are  here  today,  gone  tomorrow. 


'^1  I\iradc  Publicitions,  Inc. 


I 

you  want  a  magazine  that  works  in  nothing  flat. 

PARADE 

Over  70  million  readers  in  just  48  hours. 
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OVER  $450,000,000 


'  '/n  own,  founded  Tana  Oil  &  Gas 
;  'J?  2.  In  early  1980s  recession,  virtu - 
liJy  debt  free;  bypassed  competition: 
"'drilkd  lots  of  wells  while  other  com- 
panies were  busy  paying  their  bank 
loans."  By  1989  one  of  largest  private 
independent  exploration  firms  in 
U.S.;  sold  oil  and  gas  production  unit 
to  Texaco.  Took  mostly  special  Tex- 
aco preferred  stock  as  payment, 
avoiding  much  capital  gains  tax.  Also 
cash;  some  sunk  into  hotels  in  Corpus 
(>hristi.  Son  and  company  spokesman 
Robert  believes  "Corpus  Christi  is 
probably  number  one  in  America  in 
unrcali/ed  potential."  Net  worth 
$465  million. 

Richard  Allen  Smith 

Cieneral  (;incma(x)rp.  (/hestnutHill, 
Mass.  66.  Married,  3  children.  Father 
Philip  (bunded  company  1922, 
opened  drive  in  theater  1934,  built 
chain;  d.  1961.  After  Harvard,  Rich- 
ard joined  1946.  Spearheaded  new 
phenomenon:  multiple-screen  the- 
aters, cicc  spread  to  1,488  screens  at 
314  locations.  With  excess  cash  1968, 
began  buying  small  soft  drink  bot- 
tlers. Ruilt  to  nation's  largest  inde- 
pendent Pepsi-C/ola  bottler,  sold  to 
PepsiCo  for  $1 .77  billion  cash  ($865 
million  profit)  1989.  GCC,  also  ac- 
quired 60%  Neiman  Marcus  Group 
1987;  interest  ('adbury  Schweppes 
1986,  sold  1990.  "We've  always  been 
driven  by  the  search  for  value,  not  the 
need  to  build  an  empire."  Philanthro- 
pist. His  shares  recently  worth  $460 
million. 


Nonnan  £.  Alexander 

Sequa  Corp.  Scarsdale,  N.Y.  77.  Mar- 
ried, 4  children.  Son  of  South  Bronx 
spats  manufacturer.  Columbia  Law 
School.  Joined  family  business  during 
Depression,  switched  to  leggings. 
Soon  branched  out  alone:  bought 
organic-pigment  firms  starting  1950, 
merged  into  Sun  Chemical  (printing 
inks)  1957,  took  control.  Acquired 
Chromalloy  American  1986,  concen- 
trating in  aerospace,  machinery,  spe- 
cialty chemicals.  Renamed  Sequa 
1987;  recently  discontinued  trans- 
portation, financial  services,  to  focus 
on  high  technology  (including  Tri- 
dent submarine  missile  systems).  Rev- 
enues $2.2  billion  1990.  Alexander 


also  owns  Ampacet  Corp.,  private 
plastic  resins  company;  1990  sales, 
$200  million.  Alexander  recently  esti- 
mated over  $455  million. 

Henry  R.  Kravis 
George  R.  Roberts 

Partners.  Leveraged  buyouts.  With 
Jerry  Kohlberg  (which  see)  left  Bear, 
Stearns  1976;  Kohlberg  Kravis  Rob- 
erts prowled  for  lbos.  Bought  big: 
Houdaille  Industries,  $370  miUion, 
1979;  first  $1  billion  deal:  Wometco 
1984.  Later,  Storer  Communica- 
tions, Safeway,  Beatrice,  Owens-Illi- 
nois, Duracell,  etc.  Kohlberg  left 
1987,  opposed  hostile  takeovers, 
prices;  sued;  still  partner  in  some 
deals.  In  1988,  largest  lbo  ever:  RJR 
Nabisco,  $26.4  billion.  Many  part- 
ner-investors in  all  deals,  kkr  usually 
gets  20%  LBO  profits;  also  fees:  1.5% 
management  fee,  1%  investment 
banking  fee,  etc.  Partners'  risk  mini- 
mal: typically  1%  of  equity.  Investors 
not  complaining:  annual  returns  of- 
ten 30%-40%.  Profitably  liquidated 
1990:  Beatrice,  Motel  6;  took 
Safeway  public.  Back  on  takeover  trail 
1991:  nine  magazines  from  Rupert 
Murdoch  for  $600  miUion;  bought 
into  Fleet/Norstar  Financial  Group, 
which  bought  failed  Bank  of  New 
England  for  $625  million.  Also  took 
RJR,  Duracell  public.  Henry:  NYC.  47. 
Divorced,  remarried;  2  children  (1 
son  recently  deceased).  Hardnosed 
son  of  Tulsa  oil  geologist.  High  pro- 
file on  NYC  social  scene:  lavish  donor 
to  Met,  ballet,  hospitals.  First  cousin 
George:  San  Francisco.  48.  Married, 
3  children.  Very  private,  hates  NYC; 
runs  SF  office  with  brother-in-law 
Robert  MacDonnell.  Net  of  other 
KKR  partners,  cousins  estimated  $450 
million  each,  plus  unrevealed  share 
RJR  stock. 

\^ton  Robert  Stephens 

and  family 
Jackson  Thomas  Stephens 

and  family 

Brothers.  Investment  banking,  etc. 
Little  Rock,  Ark.  Witt:  84.  Widowed, 
remarried;  3  children.  Jack:  68.  Di- 
vorced twice;  2  children.  Witt  ped- 
dled belt  buckles  and  Bibles,  then 
switched  to  municipal  bonds  1933. 


Bought  at  low  Depression  prices,  sold 
high.  Bought  natural  gas  producer 
1953  to  exploit  rich  Arkoma  (Arkan- 
sas and  Oklahoma;  Basin;  now  at  least 
150  billion  cubic  feet  in  reserves, 
seemingly  bottomless:  "I  worked  the 
state  of  Arkansas  and  I  worked  it 
pretty  good."  Brother  Jack  built  Ste- 
phens Inc.  into  third -largest  invest- 
ment house  off"  Wall  Street:  under- 
wrote Wal-Mart  1970;  helped  Tyson 
Foods'  takeover  of  Holly  Farms 
1989,  etc.  Large  stock  stakes  include 
Worthen  Banking,  Alltel,  Beverly  En- 
terprises. Also  miscellaneous  operat- 
ing companies,  often  mixing  politics, 
business.  Brothers  Arkansas  political 
kingpins;  Jack  major  fijndraiser  for 
Annapolis  classmate  Jimmv  Carter 
1976,  1980.  "Granddaddy'of  them 
all,"  cigar-chomping  Witt  still  works 
full  day  at  the  office:  "Just  tell  them 
I'm  a  Democrat,  a  Baptist  and  a  farm- 
er." Jack  chaitinan;  son  Warren,  34, 
president,  ceo.  Two  brothers,  fam- 
ilies share  fortune  estimated  at  S900 
million. 

Jon  Meade  Huntsman 

Plastics.  Salt  Lake  Cit\'.  54.  Married,  9 
children.  Son  of  Idaho  teacher;  Whar- 
ton, use.  Managing  in-laws'  egg-pro- 
cessing plant  inspired  1965  joint  ven- 
ture with  Dow  Chemical:  polystNTene 
egg  containers.  Appointed  hew 
1970;  later  Nixon  aide.  With  brother, 
started  new  plastics-product  compa- 
ny 1968.  Sur\ived  near-bankruptc\% 
revived;  sold  out  1976.  Founded 
Huntsman  Chemical  (polyst>'rene) 
on  leverage  1983;  bought  big  poly- 
propylene capacit)'  1987.  High  lever- 
age, but  got  in  dirt  cheap;  cleaned  up 
on  industn'  turnaround.  Looking 
abroad;  especially  U.S.S.R.:  "Busi- 
ness is  no  place  for  people  with  cold 
feet.  That's  what  they  don't  teach  at 
Wharton.  .  .  .  One  has  to  be  an  opti- 
mist." Utah  chairman  for  Reagan, 
Bush.  Estimated  $450  million-plus. 

John  Edward  Anderson 

Beverage  distribution,  real  estate.  Bel 
Air,  Calif  74.  Widowed,  remarried;  4 
children.  Peddled  popcorn  outside 
dad's  Minnesota  barbershop.  VCVA 
hiKkey  .scholarship  1936;  Har\ard 
MB. A.;  night  law  school  Ltiyola.  Co- 
founder  Kindcl  &  Anderson  law  firm 
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British 
Aerospace 

Britain's  leading  exporter  of  manufactured  goods. 


British  Aerospace  covers  five  continents  and  six  oceans. 

To  serve  the  world  it  takes  more  than  protessional 
engineering  and  marketing  skills.  It  requires  formidable 
resources. 

British  Aerospace  continues  to  reinforce  its  global 
position  in  four  key  sectors,  defence,  commercial 
aircraft,  automotive  and  construction  and  property 
development. 

Each  one  provides  a  perfectly  balanced  portfolio  of 
engineering  disciplines  for  solo,  co-ordinated  or 
consortium  ventures. 

Recent  achievements  include  the  world's  quietest 


airliner,  Britain's  largest  ever  export  deal,  Asia  s  longt'st 
bridge,  the  world's  most  powerful  civil  communications 
satellite  and  manufacturer  of  the  Car  of  the  ^  ear. 

British  Aerospace  pro>  ides  a  new  leNel  of  technical 
brilliance,  fi-esh  ways  ol  thinking  and  an  even  gn'ater 
commitment  to  responsive  customer  serv  ice. 

The  pursuit  of  excellence  transcends  all  frontiers. 

The  closer  vou  look  at  British  Aerospace,  the  more 
there  is  to  discoN  cr. 

A 


Bntish  Aenwpacc  Pit.  1 1  Strand.  London  \K  :n  'n 
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1953;  formed  Ace  Beverage  1956 
with  personal  investment  egg,  got 
Los  Angeles  rights  to  then  minor 
brand,  Budweiser.  Parent  Topa  Equi- 
ties now  includes  banks,  insurance. 
Purchased  First  Business  Bank  (la) 
1989  for  $86  million:  "Price  has  nev- 
er bedn  the  utmost  item  to  me  in 
making  a  deal."  Low  profile,  but  $15 
million  ucLA  business  school  gift 
1987:  "Lead  by  doing,  and  be  appre- 
ciative of  your  associates  in  words  and 
acts  and  in  your  compensation  of 
them."  Estimated  worth  over  $450 
million  ("I've  been  hungry  emotion- 
ally for  success"). 

Bob  John  Magness 

Cable  TV.  Englewood,  Colo.  67. 
Widowed,  remarried;  2  sons.  Born 
Oklahoma,  worked  as  roughneck, 
cottonseed  buyer.  Served  with  Pat- 
ton's  Third  Army  in  Europe  WWII. 
B.S.  Southwestern  State,  1949.  Start- 
ed first  cable  system  1956  in  Mem- 
phis, Texas.  Built  small-town  systems, 
depreciated;  built  in  larger  towns.  Be- 
came Tele -Communications,  Inc. 
(tci)  1968.  Today  largest  cable  com- 
pany in  U.S.  (1990  revenues,  $3.6 
billion;  8.5  million  subscribers). 
Through  56%  ownership  United  Art- 
ists Entertainment,  also  major  movie 
theater  operator.  Magness  resigned 
Capcom  Financial  Services  1988,  in 
same  year  company  was  indicted  for 
BCCI  scandal.  Raises  catde,  horses; 
collects  art  of  the  American  West.  His 
TCI  stock  recendy  worth  over  $450 
million. 


Marvin  Hefb  * 

Bottling  companies.  Chicago.  54. 
Married,  2  children.  Born  and  raised 
upstate  N.Y.,  U.  of  Buffalo,  M.B.A. 
U.  of  Toledo.  Bronx  plant  manager 
for  Pepsi-Cola.  Then  joined  Borden 
1970s  as  president  of  dairy,  soda- 
botding  operations;  eventually  be- 
came president,  consumer  products 
division.  In  1981  left  to  buy  Coke's 
Indianapolis,  then  Chicago,  bottling 
operations.  Hired  previous  Pepsi  col- 
leagues: sued  by  Pepsi,  but  experi- 
enced team  worth  it.  C>urrently  dis- 
tributes about  86  million  cases  in  5 
states — Ck)ke's  third-largest  bottler. 
Fanatically  publicity  shy.  Estimated 
worth  at  least  $450  million. 


Oveta  Gulp  Hobby 
and  family 

Media.  Houston.  86.  Widowed,  2 
children.  Daughter  of  state  represen- 
tative; had  political  interests:  Texas 
House  parliamentarian  at  20;  ran  for 
legislature  at  25,  lost.  Age  27,  wed 
Houston  Post  Publisher  William 
Hobby;  added  radio,  TV.  Liberal  Re- 
publican, fashion  plate,  first  hew  secy, 
under  Eisenhower  (second  woman  at 
cabinet-level  post).  Son  William  Jr., 
Texas  It.  governor;  daughter  Jessica 
Catto  published  Wash.  Journalism 
Review.  Founded  H&c  Communica- 
tions 1979;  sold  Post  1983,  bought 
Cowles  Broadcasting  1985;  now  5  TV 
stations,  1  radio.  Fortune  (mosdy  in 
heirs'  names  but  controlled  by  Hob- 
by) believed  down  some  30%  with  fall 
in  media  values,  estimated  around 
$450  million. 

Ai'thiu'  Bejer  Belfer 
and  family 

Oil,  real  estate,  nyc.  83.  Widowed, 
remarried;  3  children,  2  stepchildren. 
To  U.S.  from  Poland  WWII.  Stopped 
making  sleeping  bags  for  Army  1952; 
discovered  oil  and  gas  business.  Went 
public  1959  as  Belco  Petroleum 
Corp.  Created  large  resource  base  in 
Peru,  while  tapping  domestic  natural 
gas  resources.  After  oil  endeavor  in 
Israel  flopped,  spread  out  into  U.S. 
coal  mining  1969.  Friendly  takeover 
by  InterNorth  1983.  Company  re- 
named Enron  1986.  When  Belco  of 
Peru  nationalized  same  year,  Belco's 
output  chopped  in  half.  Arthur  chair- 
man emeritus;  son  Robert,  56,  Enron 
director,  tennis  fanatic.  Family's  En- 
ron stake,  vast  nyc  real  estate  holdings 
worth  estimated  $450  million. 

Clarence  Scharbauer  Jr. 

Inheritance,  oil.  Midland,  Tex.  66. 
Married,  4  children.  Family  moved 
from  NYC,  settled  in  Midland  1889; 
father  became  leading  citizen — built 
the  hotel,  ran  the  bank.  Also  rancher, 
bought  up  thousands  of  acres  in 
Goldsmith  Field  to  feed  cattle.  Land 
turned  out  to  be  in  one  of  the  richest 
U.S.  oil  provinces — the  Permian  Ba- 
sin. First  strike:  1935;  has  produced 
900  million  barrels  of  crude  to  date. 
C^larence   Jr.   reputed  one  of  most 


Robert  Guccione:  more  than  skin-deep 
Penthouse  females  one-upped  Playtwy 
females  on  nakedness — alongside  big- 
time  bylines,  including  William  F.  Buck- 
ley Jr.'s  and  Harrison  Salisbury's.  But 
both  mags'  circulation  fell  in  the  1980s, 
as  the  baby  boomers  grew  up. 


powerful  men  in  Midland.  Doesn't 
drill,  just  collects  millions  in  royalties. 
Ven,'  private.  Tends  to  horses.  With 
revised  oil  reser\e  estimates,  beheved 
worth  over  $450  million. 


Clayton  Lee  Mathile  ^ 

Pet  food.  Dayton,  Ohio.  50.  Married, 
5  children.  Former  Campbell  Soup 
buyer  hired  as  general  manager  1970 
by  Paul  lams,  animal  nutritionist 
turned  pet- food  maker.  lams  looking 
for  successor,  Cla\ton  running  things 
by  1975.  Bought  out  lams  cheap 
1982.  "He  got  a  real  sweet  deal." 
Grew  from  $16  million  sales  to  S2 10 
million  1990.  Pioneered  fast -growing 
$1  billion  yuppie  puppy  ftxxi  market. 
Sold  breeders  with  discounts,  prom- 
ise of  smaller  sttxils,  Ix'tter  health. 
Result:  near  comnnxiitv  prcxiuct  but 
margins  up  to  25%  pretax.  Described 
as  "born  again"  C  aiholic  who  rims 
company  in  "ludeo  C^hristian"  man- 
ner: Extremely  generous  with  em- 
ployees: bt^nuscs,  birthday  cards,  etc. 
Estimated  around  $450  million; 
spokesman  claims  much  less. 
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Teresa  F.  Heinz  * 

Inheritance.  Fox  Chapel,  Pa.  53. 
Widowed,  3  children.  Controls  family 
soup  company  shares  after  death  of 
husband.  Senator  Henry  John  Heinz 
III  ( R-Pa. ),  in  April  plane  crash.  Mar- 
ried "John"  1966.  John's  great- 
grandfather H.J.  Heinz  sold  horse- 
radish Pa.  1869.  Opened  U.K.  pickle 
CO.  1886;  cornered  market.  Two  years 
later  founded  nation's  ketchup,  pick- 
les, soup  superstar.  Now  also  Weight 
Watchers,  Starkist,  Ore-Ida,  Nine 
Lives;  1991  sales  est.  $7.2  billion, 
powered  by  renowned  ketchup  with 
over  50%  market  share.  No  family 
members  in  H.J.  Heinz  Co.  manage- 
ment. John  elected  Senate  1976,  fo- 
cused on  finance  issues,  elderly.  Tere- 
sa now  holds  block  of  family  shares 
recently  worth  S445  million. 

John  William  Berry  Sr. 

Yellow  Pages.  Dayton.  69.  Twice  di- 
vorced, remarried;  5  sons.  Army 
WWII.  Dartmouth.  Son  of  Loren  M. 
Berry,  who  sold  horseradish,  then  ad 
space  in  train  schedules  as  boy.  Trav- 
eling salesman  took  dreams  and  S200 
to  Dayton  1910.  Talked  Dayton 
Home  Telephone  Co.  into  ad  sales 
campaign  using  one-color  paper. 
"Mr.  Yellow  Pages"  died  1980  at  91 . 
John  Sr.  bought  out  siblings,  expand- 
ed. Sold  L.M.  Berry  &  Co.,  second- 
largest  Yellow  Pages  ad  agent,  for 
estimated  S335  million  in  BellSouth 
stock  1986,  retired  1987.  Now  chair- 
man Berry  Investments:  hunting  sup- 
ply company,  security  device  firm,  etc. 
John  Jr.  heads  the  Berry  Co.,  a  wholly 
owned  subsidiary  of  BellSouth.  For- 
tune at  least  S440  million. 


Lawrence  Fisher 
Zachary  Fisher 

Brothers.  Real  estate,  nyc.  Larry,  81; 
Zacharx',  80.  Both  married,  1  child 
each.  Third-generation  New  York 
real  estate  family.  Larry:  "We've  been 
in  business  for  over  100  years."  Larry 
and  Zach  started  in  Philadelphia, 
1926,  buying  bank  building;  then 
Queens  apartments  over  next  two 
decades.  Built,  ran  prime  midtown 
office  towers  1960s.  Now  near  7  mil- 
lion square  feet  in  5  class  A  buildings, 


including  Burroughs  Bldg.,  Burling- 
ton House,  Park  Ave.  Plaza.  Willing 
to  wait  years  for  perfect  location  to 
build.  Larr)':  "I  don't  have  to  build  to 
build;  if  the  timing  is  right  we  will  do 
it.  A  sensible  company  does  not  build 
just  because  the  bank  will  loan  the 
money."  Played  stock  market  with 
excess  cash  1980s:  pocketed  about 
S60  million  from  runs  on  Disney,  CBS. 
Larry  still  denies  being  Yankees  fanat- 
ic: "1  can't  get  past  the  fourth  inning 
in  baseball.  Football  I  like."  But  his 
box  at  the  Stadium  is  next  to  George 
Steinbrenner's.  Despite  real  estate  re- 
cession, brothers  share  estimated 
S880  million. 

Charles  Francis  Dolan 

Cable  TV.  Oyster  Bay,  N.Y.  65.  Mar- 
ried, 6  children.  Raised  Cleveland;  ran 
sports  newsreel  business  with  wife, 
wrote  commercials,  radio  scripts;  mi- 
grated to  NYC  1952  to  make  industrial 
films.  Fascinated  with  cable  TV',  began 
wiring  ntc  hotels  1960;  won  Man- 
hattan franchise  1961;  founded 
Home  Box  Office  (hbo)  1970,  first 
nationwide  pay  channel,  to  keep  view- 
ers tuned  in.  Sold  Manhattan  opera- 
tions to  Time  1973  to  build  Cablevi- 
sion  Systems  Corp.,  now  over  1.6 
million  area  subscribers;  more  on 
Long  Island.  Partner  in  direct  broad- 
cast satellite  system  Sky  Cable  with 
NBC,  Hughes  Communications  and 
News  Corp.;  startup  due  1994.  Esti- 
mated worth  some  S440  million. 

John  Jay  Moores 

Software.  Sugar  Land,  Tex.  47.  Mar- 
ried, 2  children.  Married  high  school 
sweetheart  at  19;  they  went  to  law 
school  together.  Never  practiced. 
Programming,  marketing  for  IBM 
1966-74.  Started  bmc  Software  1980 
to  create  systems  software  for  IBM 
mainframes.  Designed  first  few  prod- 
ucts himself.  Key  to  success:  "I  guess 
I'm  more  in  touch  with  my  w  eakness- 
es  or  deficiencies  than  most  people.  I 
have  an  abilit)'  to  recognize  and  ad- 
mire people  who  are  smarter  than  I 
am."  Went  public  at  S9  in  1988, 
rccentlv  over  S50.  Revenues  rose  o\  cr 
50%  1990,  to  $93  million.  Homes 
Colo.,  Calif.;  collects  vintage  Cor- 
vettes, Ferraris,  Mercedes.  His  29%, 
other  assets,  worth  $440  million. 


Charles  Allen  Jr. 
Herbert  Allen 
Herbert  Anthony  Allen 

Stock  market,  real  estate,  nyc. 
Charles:  88.  Divorced,  remarried;  3 
children  by  first  wife.  Brother  Her- 
bert: 83.  Widowed,  remarried;  2  chil- 
dren. Charlie  raised  in  Manhattan 
cold-water  flat,  high  school  drop-out. 
With  nvo  phones  and  SI, 000,  started 
bond  trading  age  19.  Herbert  joined 
in  1 928 .  Made  and  lost  first  million  by 
1929.  Herb's  shrewd  trading  kept 
firm  afloat  during  Depression.  Since 
1930s  investments  in  small,  unlikely, 
cheap  ventures  paid  oflf.  Herb  \ielded 
$45  million  from  S3  million  invest- 
ment in  Benguet  Mining.  Charlie's 
most  famous  coup:  Sunk  SI  million  in 
Syntex  late  1950s;  recendy  worth 
over  S550  million.  Invested  hea\ily 
with  big  shot  real  estate  developers 
A.A.  Taubman,  nyc's  Bernard  Men- 
dick,  Chicago's  Arthur  Rubloflf. 
Herb's  son,  Herbert  A.:  50.  Di- 
vorced, remarried;  4  children.  Joined 
business  1962.  Against  elders'  ad\ice 
bought  6%  Columbia  Pictures  1973, 
made  S40  million  selling  piece  to 
Coca-Cola  1982.  Sold  rest  of  shares 
to  Sony  for  S70  million  1989.  Allen  & 
Co.  highly  secretive,  entrepreneurial; 
partners  bill  each  other  for  time,  ad- 
vice; Spartan  offices,  second-hand 
fiirniture.  Holdings  in  over  200  com- 
panies like  Ogden  Corp.,  H\tek  Mi- 
crosystems. Aliens'  shared  fortune  es- 
timated about  $1.3  billion. 

William  Wrigley 

Chewing  gum.  C^hicago;  Lake  Gene- 
va, Wis^  58.  B.A.  Yale.  Twice  di- 
vorced, remarried;  3  children.  Grand- 
son of  William  Wrigley  Jr.,  who  in 
1890s  gave  away  chewing  gum  as 
premium  for  baking  powder  pur- 
chase. Idea  stuck.  Founder  decided  to 
compete  rather  than  join  combina- 
tion of  chewing  gum  companies;  in 
1915  mailed  stick  of  gum  to  ever\one 
in  U.S.  phone  books.  Succeeded  bv 
son  P.K.,  then  grandson  William.  To- 
day world's  largest  chewing  gum 
company,  in  part  because  William  up- 
graded gum -making  machinery- 
(guarded  business  secret),  increasing 
productivity'.  William's  son  being 
groomed  for  succession.  William's 
stock  worth  over  S430  million. 
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^iykm  Hammond 
Krehbiel  Sr.  and  family 

Molex,  Inc.  Lisle,  111.  85.  Widowed,  2 
sons.  With  father  and  brother,  created 
MoJex  plastic  by  mixing  coal-  and 
asbestos-processing  wastes.  Produced 
small  plastic  objects  (toy  guns,  etc.); 
then  electrical  components.  Now  ma- 
jor world  producer  connectors  for 
electronics  industry;  142  new  prod- 
ucts last  year.  About  70%  of  $594 
million    1990    revenues    generated 
from  outside  U.S.  Sons  run  company. 
John  Jr.:  Lake  Forest,  111.  54.  Married, 
3  children.  President,  sees  "wonder- 
fill  opportunities"  in  Western  Eu- 
rope, explains  growth:  "We  are  very 
much  tuned  in  to  our  customers." 
Fred:  Hinsdale,  111.  50.  Married,  2 
children,   ceo.    With    family,    John 
holds  47%  of  Molex  stock,  worth 
$430  million. 

Louis  Larrick  Ward 

Russell  Stover  Candies.  Kansas  City, 
Mo.  71.  Married,  3  children.  Stan- 
ford, WWII  Navy;  bought  small  paper 
box  company  1950.  One  customer, 
Russell  Stover:  "There  are  only  so 
many  ways  you  can  put  chocolate, 
butter,  cream,  eggs,  milk,  fruit  and 
nuts  together— the  real  competition 
is  in  finding  different  kinds  of  packag- 
ing." Bought  control  Stover  1960  for 
$7.5  million,  took  public  same  year; 
took  private  1981 .  Relied  on  point  of 
sale,  word  of  mouth.  Insisted  on  qual- 
ity, attractive  packaging.  Also  modern 
plants,  low-cost  labor.  Now  largest 
boxed-candy  producer,  big  on  East 
Coast.    "Keep   going   forward,   but 
keep  your  eye  on  the  company  in  the 
rearview  mirror."  Net  worth  estimat- 
ed $425  million. 


Robert  Levine  * 
Craig  Benson  ^ 

Computer  networks.  Levine: 
Stratham,  N.H.  33.  Married,  1  child. 
Voted  least  likely  to  succeed  in  high 
school.  U.  of  Miami  B.S.  1981  (2.1 
grade  point  average).  Endeavoring  to 
make  fortune,  tried  different  busi- 
nesses; some  earned  more  debt  than 
dollars.  Benson:  Rochester,  N.H.  36. 
Married,  2  daughters.  M.B.A.  under 
belt,  managed  high-tech  stock  rooms. 
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As  electronics  manufacturer's  reps, 
both  inspired  to  new  try:  cofounded 
Cabletron  Systems  in  Levine 's  garage 
1983;  Benson  attached  connectors  to 
odd  lengths  of  cable  bought  from 
former  cUent,  Levine  lifi:ed  them  onto 
truck.     Could    deliver    networking 
products  in  1  day;  competitors  took  8 
weeks.    Hit   PC-linking    boom    just 
right,  went  public  1989,  now  a  lead- 
ing Local  Area  Network  (lan)  firm. 
Benson:  "The  higher  you  go  up,  the 
farther  it  is  to  look  down."  Levine 's 
shares  recendy  $425  million  ("I  hate 
it  when  people  are  better  than  me"), 
Benson's  $345  million  ("I  have  bet- 
ter suits  now"). 

Amory  Houghton  Jr.  * 

Corning,  N.Y.  65.  Married,  4  chil- 
dren. Fifth -generation  descendant  of 
Amory  Houghton,  who  founded 
Corning  Glass  Works  1851.  Made 
first  glass  bulbs  for  Thomas  Edison 
1879.  Later,  Pyrex  (1915),  silicone 
(early  1930s),  fiberglass  ( 1935 ),  com- 
mercial TV  picture  tube  ( 1948),  opti- 
cal fibers  (late  1960s).  Amory  Jr.:  2 
years  in  Marines,  then  went  for  2 
Harvard  degrees,  then  36  vears  as 
Corning  executive.  Lefi:  1986  to  be 
congressman  (R-N.Y.),  reelected 
twice;  took  himself  out  of  New  York 
governor's  race.  Brother  lamie,  55, 
now  runs  the  company,  reorganizing 
and  reviving  tamih'  prize.  Houghton^s 
control  14.4%;  Amor\'s  6.9%  recently 


Reginald  Lewis 
Few  if  any  have 
done  better  in 
1980s-style  thin- 
equity  deals  than 
this  Harvard- 
trained  Wall  Street 
lawyer.  He  put  up 
$1  million  for 
McCall  Pattern, 
then  sold  it  for  $80 
million  more. 
When  he  tried  to 
take  TLC  Be- 
atrice public  in 
1989,  the  marttet 
balked.  So  now  he 
runs  it,  pays 
down  debt,  and 
prospers. 


worth  S420  million:  "What  we  need 
are  businessmen." 


Robert  Lee  Moody 
and  family 

American  National  Insurance.  Gal- 
veston, Tex.  56.  Divorced,  remarried; 
4   children,  4   stepchildren.    Great- 
grandfadier  William   Lewis  xMoody 
started    cotton,     banking    business 
1860s.    William    Jr.    launched   .\ni 
1903.  Company  blossomed  with  help 
of  Texas  insurance  laws  encouraging 
non-Texan  insurers  to  leave,  or  not 
enter.  Empire  grew,  added  newspa- 
pers, hotel  chain,  ranch  land.  William 
Jr.  died  1954,  divided  fortune  be- 
tween foundation  and  family  trust; 
legal  batdes  followed.  Robert  bought 
51%    Moody    National    Bank    fi-om 
foundation    1979,    controls    tamily 
trust  with  35%.\\i.  Brother  Shearn  Jr. 
jailed  for  mail  fraud  1987;  con\iction 
oxerturncd.  Robert  controls  foruine 
estimated  over  $420  million. 


Lucille  Carver 

Inheritance.  B.indag,  Inc.  Muscatine, 
Iowa.  74.  Widow;  3  sons  b\  Roy 
lames  Carver  (d.  1981),  who  ac- 
quired rights  to  tire  retread  prtvess 
disccncred  1957  on  trip  to  Germany. 
"Bandag"  mcthixi  uses  "cold  bond- 
ing" as  opposed  to  more  traditional 
"hot  cap"  priKcss,  resulting  in  long- 
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'.ring  treads.  Now  world's  larg- 
•X  Mipplier  precured  tread  rubber 
(  i990  sales,  $586  million);  13%  mar- 
gins. Youngest  son  Martin,  43,  chair- 
man since  father's  death,  now  CEO. 
"We  are  not  one  of  the  companies 
that  spend  all  their  time  looking  for 
deals;  wc  try  to  run  our  business." 
Brother  Roy  Jr.,  47,  owns  Carver 
Pump  Co.  (dad's  original  business). 
Mother  Lucille  has  biggest  chunk 
Bandag,  worth  over  $420  million. 

Moms  Dabah  and  family  ^ 

Manufacturing,  nyc.  66.  Married;  3 
sons,  1  daughter.  Emigrated  from  Isra- 
el. Launched  small  import  firm  1971; 
introduced  Gitano  brand  women's 
clothing  1977.  First,  denims  for  the 
young  and  nubile,  sold  in  discount 
stores  like  Wal-Mart,  Kmart  and  Target 
(still  40%  of  company's  $800  million 
sales).  Looked  to  add  department  and 
specialty  stores,  change  image;  ac- 
quired Gloria  Vanderbilt  women's 
clothing  line  for  $15  million  1988; 
separately,  family  bought  Children's 
Place  apparel  retailer  1989.  Ads  strive 
for  wholesome  family  image  but  some 
still  have  sultry  models.  With  family, 
owns  some  69%  of  Gitano  common 
stock;  also  real  estate.  Morris  chairman, 
CEO;  sons  Haim,  Ezra,  Isaac  oflicers. 
Shares  recendy  worth  $420  million. 


Howard  Butcher  Hillman 
Tatnall  Lea  Hillman 

Inheritance.  So-called  robber  baron 
John  Hartwell  Hillman  Jr.  adopted 
both  when  he  married  Dora  Keen 
Butcher  (divorced  1982);  stepbroth- 
ers of  Henry  Hillman  (which  see). 
John  Hartwell  created  huge  industrial 
empire  of  coal  mines,  blast  furnaces, 
iron  ore  brokerage,  banks,  real  estate, 
etc.  Left  adopted  sons  one-third  Hill- 
man Co.,  Henry  bought  some  of 
portion;  brothers  currently  hold  20% 
of  now  diversified  $4  billion  empire 
led  by  Henr)'.  Howard:  Greenwich, 
Cvonn.  57.  Married,  2  children.  Ma- 
jored economics,  Princeton  1956. 
Nav>'.  Harvard  M.B.A.  1960.  Stint  at 
('hemical  Bank,  in  which  family  once 
had  large  interest.  Venture  capitalist, 
invests  through  Taconic  Group.  Tat- 
nall: Radnor,  Pa.  53.  Divorced,  4 
children.  Majored  biology,  Princeton 


1959.  Navy.  Taught  science  Prince- 
ton Day  School;  now  self-employed 
computer  programmer/analyst.  Sup- 
ports conservative  causes.  Brothers' 
share  of  Hillman  fortune  estimated 
$415  million  each. 


Jerome  Spiegel 
Kohlberg  Jr. 

Leveraged  buyouts.  Mt.  Kisco,  N.Y. 
66.  Married,  4  children.  New  York- 
born  lawyer,  Harvard  M.B.A.  Left 
Bear,  Stearns  to  found  kkr  1976  with 
Kravis,  Roberts  (which  see):  bought 
undervalued  companies  using  mas- 
sive debt,  motivated  managers  with 
part  ownership;  multiplied  value. 
First  Big  Board  buyout:  Houdaille 
Industries  for  $370  million  1979. 
First  $1  billion  deal:  Wometco  1984. 
Many  more.  "Patriarch,"  mentor  of 
firm;  spUt  with  Kravis,  et  al.  In  1987 
opposed  hostile  takeovers,  too- high 
prices.  Still  limited  partner  in  some 
KKR  deals  but  major  source  for  recent 
anti-KKR  book.  The  Money  Machine^ 
Kohlberg's  lawsuit  for  greater  share 
profits  dropped  1990.  Jerry  estimated 
at  least  $400  million. 

Samuel  Zell 

Real  estate,  investments.  Chicago. 
50.  Married,  3  children.  With  U. 
Michigan  frat  brother  Robert  H. 
Lurie  (d.  1990  of  cancer)  bought  up 
troubled  Sunbelt,  Midwest  proper- 
ties, rehabbed  for  fraction  of  new 
construction  cost,  sold  some  for  big 
gains;  bought  more.  Applied  turn- 
around strategy  to  companies:  nota- 
bly Itel  (now  largest  U.S.  railcar  les- 
sor); also  15%  stake  Santa  Fe  Pacific. 
Financing  "vulture  fund"  for  real  es- 
tate and  corporate  workouts  with  $1 
billion  equity:  "Leverage  was  the  bev- 
erage that  got  this  part)'  cookin';  but 
the  hangover's  set  in,  and  now  a 
Gravedancer's  lookin'."  Grave- 
dancer^bad-poet  Zell  manages  em- 
pire worth  over  $800  million;  split 
with  Lurie's  wife,  6  young  children. 

Robert  Edward  Rich  Sr. 

Cream  substitute.  Point  Abino,  Ont.; 
Palm  Beach,  Fla.;  Bufialo,  N.Y.  78. 
Married,  3  children.  Bought  own 
milk  company    1935   after   learning 


business  from  family's  dairy  company. 
Pioneered  cheap,  soybean-based  fro- 
zen whipping  cream,  saying,  "The 
cow  is  a  very  ineflScient  factory."  Built 
niche  markets:  Coffee  Rich  creamer 
1960.  Sales  recendy  S820  million, 
mostiy  to  food  senice  industr\';  ex- 
panding internationally — ^Australia, 
Mexico,  Hong  Kong.  Son  Robert  Jr., 
50,  president,  pushing  for  innova- 
tions in  food  preparation.  Company 
owns  Buffalo  Bisons,  only  minor 
league  team  to  attract  million  fans  2 
consecutive  seasons.  Rich,  with  fam- 
ily, estimated  at  least  S400  million. 

James  Elsworth  Davis 

Winn-Dixie  Stores.  Jacksonville,  Fla. 
84.  Married,  2  children.  One  of  4  sons 
of  William  Milton  Davis,  who  had 
Idaho  general  store.  Bought  Rock- 
moor  grocerv'  store  in  Lemon  Cit\', 
Fla.  1925  for'$l  J,000.  Grewtiirough 
acquisitions  to  34  stores  by  1934, 
then  known  as  the  Table  Supply 
Stores.  James  quit  college  to  help  with 
business,  3  brothers  also  in  company. 
Listed  NYSE  1952.  Became  Winn-Dix- 
ie 1955  through  series  of  mergers, 
acquisitions:  "To  win  Dixie  was  our 
ambition."  One  of  biggest  nonunion 
grocers  in  U.S.  James  chairman  to 
1983.  One  of  20  initial  investors 
American  Heritage  Life  Investment 
Corp.  1956,  chairman  to  1986,  now 
vice  chairman.  Owns  Florida  game 
preser\'e  with  buffalo.  His  stock,  oth- 
er assets  estimated  $400  million. 

Roy  Michael  Huffington 

Oil.  Houston.  7d>.  Married,  2  chil- 
dren. Geolog\-  Ph.D.  Han  ard;  rose  to 
chief  Gulf  Coast  geologist  Humble 
Oil  (now  Exxon).  Abandoned  safe 
corporate  womb  to  prospect  oil  1956; 
moderate  success  for  12  years.  Then 
Indonesian  geolog>'  reminded  him  of 
southern  Louisiana.  Took  terms  ma- 
jors wouldn't  accept,  remained  opHrra- 
tor;  major  gusher  1972  made  mere 
17%  worthwhile.  Quietly  acquired 
equivalent  of  1 1  blcKks  dow mow  n 
Houston  1980s.  Sold  out  oil,  gas  and 
real  estate  to  Chinese  Petroleum 
Corp.  1990  for  about  $600  million. 
Sued  to  reverse  transaction,  charged 
Taiwanese  shonchanging;  opjx^nents 
said  he  wanted  to  renege  Ivrcausc 
assets  now  worth  $200  million  more. 
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UNUM. 

That's  wHo. 


UNUM.  You  offer  your  employees  maximum 
flexibility  with  comprehensive  401  (k)  and 
tax-sheltered  annuity  plans. 

UNUM.  You  benefit  from  a  wide  range  of 
investment  choices  handled  by  some  of  the 
industry's  most  respected  fund  managers. 

>  UNUM.  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits, 
retirement  and  long  term  care  plans. 


1^  UNUM 

You  can  count  on  what  we  know^ 

I'NIM  I  ifc  Insurance  Company.  Pi)rtland.  Maine  ()il22  (Ritianunt  priHliius  axailabk-.mlv  thn>ugh 
this ompanv)  I  Nl  M  l.ilc  Insur.ma- (.(.mpam  ol  America.  I\.rlland.  Maine  0 H22  (ail  siaics excep. 
New  Y.)rl<).  Firs.  I M  M  l.ile  Insurance  C.impam.  larr>  i.nvn.  New  V.rk  10S9I  (New  York  State  only). 
©  1990  UNIM  life  Insurance  Company 
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OVER  $3S0.000,000 


e  to  date;  Roy  refunded  $7.8  mil- 
iion  of  the  $25.5  million  cpc  paid  for 
Huffington's  net  liquid  assets.  Cur- 
rendy  ambassador  to  Austria.  After 
capital  gains  tax,  worth  at  least  $400 
million. 

Hany  Howard  Hoiles 
MsLry  Jane  Hoiles  Hardie 

Publishing.  Brother  and  sister;  chil- 
dren of  Raymond  C.  Hoiles  (d. 
1970),  $2-a-week  printer's  assistant 
who  bought  Bucyrus  (Ohio)  Tele- 
gram-Forum 1927,  Santa  Ana  Regis- 
ter 1935.  Freedom  Newspapers  now 
27  dailies,  17  weeklies  (sold  10  week- 
lies to  Thomson  Newspapers  this 
year),  5  TV  stations  and  OCN,  24-hour 
Orange  County  (Calif)  news  chan- 
nel. Used  papers  to  spread  libertarian 
philosophy;  opposed  taxes,  public 
schools,  etc.;  escaped  2  bombing  at- 
tempts. Chose  name  "because  free- 
dom will  live  forever  and  the  Hoiles 
name  will  be  forgotten  in  a  short 
time."  Descendants  doing  best  to 
attain  obscurity.  Three  children  in- 
herited; son  Clarence  headed  compa- 
ny until  1981  death  led  to  family 
dispute.  Harry:  Santa  Ana,  Calif  75. 
Married,  3  children.  Sued  for  control 
of  Freedom  1982,  offered  to  buy 
outright  for  $1.01  bilHon  1985.  Mary 
Jane:  Marysville,  Calif  69.  Married,  4 
children.  Husband  Robert  Hardie: 
chairman.  Hardie  family  and  Clar- 
ence's heirs  unwilling  to  sell  or  split 
up  chain.  Three  branches  share  com- 
pany; worth  estimated  $400  million 
each.  "Nobody  can  hate  each  other 
the  way  a  family  can." 

Charles  Cassius 
Gates  Jr.  and  family 

Gates  Corp.  Denver.  70.  Married,  2 
children.  Charles  Sr.  owned  business 
that  sold  tire  covers  in  1911.  Charles 
Sr.'s  brother  invented  V-belt  1917; 
company  became  leading  producer. 
Dad  delivered  Charles  Jr.  in  back  of 
family  car  en  route  to  hospital.  After 
inheriting  in  1961  with  4  sisters,  Stan- 
ford-educated engineer  opted  to  di- 
versify; slashed  tire  divisions.  Bought 
unprofitable  Learjet  Inc  ,  turned  it 
around:  sold  65%  for  S"57  million 
1987.  Like  company.  Gates  very  pri- 
vate. Rubber  accounted  for  80%  of 
$1.3  billion  1990  sales.  "We  have  an 


Katharine  Graham 

After  taking  over  when  her  husband 
died  in  1963,  she  ruled  the  Washington 
Post  lil(e  the  mistress  of  a  castle.  Since 
1982  shares  have  risen  sixfold,  adding 
much  to  friend  Warren  Buffett's  wealth. 
Son  Donald  now  CEO,  and  she  retired  her 
top  editor.  She  remains  chairwoman. 


80 -year  relationship  with  vehicles." 
Carried  on  family  tradition:  still  leads 
world  in  belts  and  hoses.  With  other 
investments,  worth  $400  million. 

Alpheus  Lee  Ellis 

Banking,  real  estate.  Tarpon  Springs, 
Fla.  85.  Widowed;  1  daughter,  3 
granddaughters.  Got  first  banking 
job  1920  cleaning  spittoons  for  $8  a 
week  in  father's  bank.  Worked  way 
up.  Bought  first  bank  1943.  Slowly 
acquired,  with  wife,  15  Florida  banks, 
formed  Ellis  Banking  Corp.  1972. 
Merged  with  ncnb  1984  for  4  million 
shares  (still  largest  individual  share- 
holder) plus  lifetime  guarantee  of  job, 
car  and  driver,  personal  secretary',  of- 
fice. Also  acquired  West  Florida  real 
estate  estimated  at  over  $80  million. 
Still  works  6  days  a  week.  "I  don't  do 
anything  but  work.  I  used  to  play  golf 
I  made  a  hole  in  one  once  so  I  quit." 
No  debt.  "I  don't  owe  anyone  a 
thing."  Worth  some  $400  million. 


l^lliam  Edward  Maritz 
and  family 

Maritz  Inc.  St.  Louis.  62.  Divorced,  4 
children.  Grandfather  Edward  F. 
Maritz  began  making  watches  1894. 
Father  James,  to  boost  faltering  De- 
pression sales,  convinced  businesses 
to  use  watches  as  employee  perfor- 
mance incentives.  Soon  abandoned 
watches,  focused  on  selling  motiva- 
tion services;  Bill  became  chairman, 
CEO,  president,  1983.  Now  sells  per- 
formance improvement  to  Forbes 
500  corporations,  including  IBM,  big 
three  automakers.  Also,  travel  services 
to  companies;  outgrowth  of  incen- 
tives business.  Fiscal  1991  revenues 
$1.84  billion.  William  (and  sister) 
control  100%  of  voting  stock.  In  a 
weak  economy  company  estimated  at 
$400  million'  or  more.  "We  don't 
toot  our  horn,  that's  not  our 
style." 

John  Thomas  Lupton 
Elizabeth  Lupton 
Davenport 

Brother  and  sister.  Coca-Cola  bot- 
tiing.  Grandfather  John  T.  (d.  1933) 
got  right  to  distribute  Coca-Cola 
1899.  Used  part  of  patent  medicine 
fortune  to  finance  first  Coke  botding 
plants.  Father  Thomas  Cartter 
bought,  sold  Coke  franchises  at  fran- 
tic pace.  John:  Lookout  Mountain, 
Term.  65.  Married,  4  children.  Stan- 
ed  as  bottie  washer;  ran  family  firm 
(JTL)  from  father's  death  1977.  For- 
mer Coca-Cola  board  member  (to 
1983),  sold  ITL  to  Coke  1986  for  SI. 4 
billion.  After  JTL  sale  John  netted 
estimated  $325  million.  Involved  in 
local  projects,  including  River  Cit>- 
Co.,  estimated  $750  million  revamp- 
ing of  downtown  Chananooga.  "Jack 
is  ver>'  outspoken  on  anxthing  he 
believes  in."  Sister  Elizabeth:  Look- 
out Mountain.  58.  Divorced,  remar- 
ried; 3  children.  Her  share  similar  to 
John's;  pair  now  estimated  at  SSOO 
million  total. 

Sheldon  Hemy  Solow 

Real  estate.  NYi  .  63.  Marncd,  2  sons. 
Small-time  builder  sank  cver>ihing 
into  putting  up  landmark  Manhattan 
skvscraper  1972.  "We're  in  barracuda 
land.  Vou  can  onlv  net  awav  with  this 
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once."  9  West  57th  Street:  1.5  mil- 
lion square  feet,  catchy  architecture 
(sloping  sides,  big  red  "9"  on  side- 
walk), prime  location,  great  \iews  said 
to  fetch  highest  New  York  Cit\'  office 
rents.  Worth  about  $400  million: 
"It's  the  kind  of  building  the  Japanese 
would  love."  Also  invested  in  other 
New  York  City  office  space  and  luxur>' 
apartments.  Skilled  dealmaker;  histo- 
ry' of  litigiousness.  Net  worth  estimate 
down  20%  from  last  year,  to  S400 
million. 

Mark  Les  Goodson 

Game  shows,  ntc,  Be\erly  Hills.  76. 
Thrice  divorced,  3  children.  Son  of 
Russian  immigrant  who  opened  first 
health -food  store  in  Berkeley.  Mike- 
fiight  ended  radio  announcer  hopes; 
produced  radio  soaps.  With  partner 
Bill  Todman  (d.  1979)  did  game 
shows  1940s.  Entered  tele\ision 
1950  with  What's  My  Line?:  "I  gave  it 
10  weeks."  Later,  I've  Got  a  Secret, 
The  Price  Is  Ri^ht,  Password,  Family 
Feud,  etc.,  etc.  Profits  plowed  into 
newspapers — now  8  dailies,  23  week- 
lies, mosdy  suburban.  Managed  by 
Ralph  Ingersoll  Sr.  and  son  for  3 
decades;  acrimonious  breakup  1989. 
Goodson  untouched  by  Ingersoll's 
junk  bond  vsoes.  'T  know  that  1  have 
money,  but  I  don't  feel  rich."  Not 
even  at  estimated  S400  million. 

Guilford  Glazer 

Real  estate.  Beveriy  Hills.  70.  Di- 
vorced, remarried;  2  children. 
Worked  in  father's  welding  shop 
Knowille,  Tenn.;  George  Washing- 
ton and  Universit)'  of  Louis\ille;  Na\y 
World  War  II.  Expanded  family  busi- 
ness; launched  building  career  1950 
with  apartment  building  for  widowed 
mother.  Shopping  center  19S4  Oak 
Ridge,  Tenn.,  sold  1989  for  545  mil- 
lion. Other  centers  built,  then  sold  in 
Ohio,  W.Va.,  Pa.  Moved  to  Los  An- 
geles for  climate,  opportunities; 
opened  largest  U.S.  mall,  L\'s  Del 
Amo  Fashion  Center,  3  million 
square  feet,  1971:  "The  way  a  busi- 
nessman works  is  that  he  takes  a  deep 
breath  and  jumps  into  the  river  and 
bcheves  he  will  swim  to  the  other  side 
because  he  must."  Active  U.S. /Is- 
raeli pohtical  affairs.  Estimated  5400 
million. 


Fitz  Eugene  Dixon 

Inheritance.  Lafayette  Hill,  Pa.;  Palm 
Beach,  Fla.;  Winter  Harbor,  Me.  68. 
Married;  I  son,  I  daughter.  Priman 
heir  of  2  great-grandfathers:  streetcar 
magnate  P.A.B.  Widener  (d.  1915; 
reponedlv  worth  SI 00  million),  Wil- 
Uam  Elkins  (d.  1903;  reputedly  S30 
million).  Har\ard  dropout,  taught  16 
years  at  his  prep  school.  Episcopal 
Academy,  "the  happiest  days  of  my 
life."  Philanthropist,  especially  medi- 
cine, education.  Fortune  mosdy  blue- 
chip  stocks,  bonds;  owns  most  of 
Grindstone  Neck,  Me.,  faded  resort 
where  he  was  bom.  Owns  10%  Phila- 
delphia ( baseball)  Phillies.  Wears  em- 
erald ring  grandfather  George  (d. 
1912  Titanic)  gave  to  wife  as  she 
stepped  into  lifeboat.  Estimated 
worth  at  least  S400  million. 

Joe  Lewis  Allbritton 

Broadcasting,  banking,  insurance, 
publishing.  Washington,  D.C., 
Houston.  66.  Married,  1  son.  Native 
of  D'Lo  ("Damn  Low"),  Miss.,  son 
of  Houston  cafe  owner.  Made  first 
million  founding  Te.xas  S&L,  bu\ing 
and  selling  land  in  path  of  expansion. 
Bought  Washington  Star  1974,  sold 
1978  for  small  profit.  "Timing  has 
always  been  one  of  my  best  talents." 
Media  properties  worth  S350  million. 
wiL^-TA'  in  D.C.  alone  worth  S275 
million.  Also  4  other  T\  stations,  small 
newspaper.  Reputation  for  tough- 
ness. Took  over  "blue  blood"  Riggs 
National  Bank  1981  in  semihostile 
maneuver.  Controls  some  5  million 
shares.  Also  small  insurance  company 
interest.  Net  worth  estimated  S400 
miUion. 


Thomas  Stephen 
Monaghan 

Domino's  Pizza.  Ann  Arbor,  Mich. 
54.  Married,  4  daughters.  Fatherless 
at  age  4,  mother  put  Tom,  younger 
brother  Jim  in  Catholic  orphanage. 
Studied  for  priesthood,  expelled  from 
scminan.'.  Marines.  L'.  of  Michigan 
dropout.  With  brother,  bought  pizza 
parlor  for  S500  in  1960.  Traded  v\v  to 
buy  out  Jim.  By  1989  Domino's  sales 
52. 5  billion,  5,100  stores  worldwide, 
built  on  "30- minute  delivcr>'."  Tried 


to  sell;  no  buyers.  Claims  religious 
renewal:  "I  had  my  high-rolling  days. 
I  hope  I  am  maturing.  .  .  .  I've  been 
working  on  cutting  back  on  luxuries. 
I  haven't  bought  any  Frank  Lloyd 
Wright  artifacts  in  a  long  while." 
Owns  Detroit  ( baseball )  Tigers,  etc. 
Funds  a  Honduran  missionars',  gave 
large  sums  to  anoabortion  groups. 
Net  worth  estimated  some  S400 
million. 


Richard  T.  Farmer  if 

Cintas  Corp.  Indian  Hill,  Ohio.  56. 
Married;  3  children,  5  grandchildren. 
Miami  U.  (Ohio);  Marine  Corps 
1957.  Grandson  of  "Doc"  Farmer, 
who  founded  shop  1929  to  supply 
facton.'  wiping  materials.  Father  Her- 
shell  (d.  1973)  eventually  took  over. 
Says  Richard:  "Wlien  I  got  here,  it 
was  a  small  business,  and  I  didn't  want 
anything  to  do  with  it,  and  my  dad 
and  I  started  to  argue,  and  he  finally 
said  'Here,  you  run  the  thing.'  " 
Richard  then  23.  Viewed  wipers  as 
dead  end,  refocuscd  on  making  work- 
ers' uniforms.  Found  eager  market  for 
one-stop  service:  fitting,  cleaning, 
customizing,  etc.  Latest  expansion: 
shoes,  goggles,  hard  hats.  Big  donor 
to  alma  mater  ( business  school  named 
for  him).  Golf  ( 14  handicap);  hunt- 
ing, fishing.  Shares,  etc.  worth  at  least 
S395  million. 


Bernard  F.  Brennan 

Montgomcn  Ward.  Winnetka,  111. 
53.  Married,  3  children.  Middle -class 
upbringing  Oak  Park,  111.  Dad  and 
uncles  Sears  employees.  Joined  older 
brother  Edward  at  Sears  1964  (Ed 
now  Sears  chairman).  Quit  1976  for 
small  Florida  retailing  distributor;  el- 
bowed aside  founder,  chief  executive, 
became  chairman  1979.  Reputation 
as  "hard-dri\ing,  decisive  and  an  ex- 
cellent retailing  executive."  Head  of 
store  operations  at  faltering  Mont- 
gomery Ward  1982,  left  1983  after 
clash  with  boss.  Next,  chief  executive 
Household  Merchandising.  Back  to 
Ward,  languishing  as  Mobil  subsid- 
ian ,  as  president  1985,  now  chairman 
and  chief  executive.  Turnaround:  re- 
designed stores,  cut  costs,  tripled 
profits.  Led  S3. 8  billion  leveraged 
buyout  with  GH  Capital  1988;  his  30% 
worth  estimated  5390  million. 
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.  Ack  N.  Mandel 
Joseph  G.  Mandel 
Morton  L.  Mandel 

Brothers.  Premier  Industrial  Corp. 
Tack:  Shaker  Heights,  Ohio.  79.  Mar- 
ried, childless.  Joseph:  Lyndhurst, 
Ohio.  77 .  Married,  2  daughters.  Mor- 
ton: Shaker  Heights.  70.  Married,  3 
children;  dropped  out  of  college  at 
19.  Brothers  pooled  $900  to  buy  auto 
parts  store  from  uncle  1940.  Soon 
specialized  in  hard-to-find  nuts, 
bolts,  etc.;  commanded  premium 
prices  from  gratefijl  customers.  Went 
public  1960;  Jack  and  Joe  in  charge  of 
marketing;  Mort,  chairman  and  CEO. 
Company  has  sacrificed  speedy 
growth  to  serve  small  buyers  wanting 
obscure  products.  Fanatics  about  cus- 
tomer service:  95%  of  orders  shipped 
within  24  hours.  "Customer  service  is 
easy  to  say.  It's  very  hard  to  do." 
Mandel  philosophy  has  paid  off  hand- 
somely: 1991  sales  $637  million,  net 
margins  near  12%.  Nation's  leading 
distributor  electronic  components. 
Brothers'  66%,  other  assets,  worth 
almost  $1.2  billion. 

De  Wayne  B.  Reinhart 

Wholesale  food.  La  Crosse,  Wis.  71. 
Married,  4  children.  Three  years  at 
Superior  State  Teachers  College 
( Wis. )  interrupted  by  WWII  Army  Air 
Corps.  Postwar,  sales  manager  whole- 
sale grocer.  With  partner  David  Nudd 
picked  up  nearly  $3  million  (sales) 
Gateway  Foods  1956.  Expanded, 
added  iga  supermarkets,  bought  out 
Nudd  1979.  Stayed  private,  safe  from 
takeovers,  stockholder  pressures; 
strong  employee  incentive  plans. 
Built  to  $2.3  billion  sales.  Sold  Gate- 
way 1989  to  Scrivner  (American  arm 
of  Germany's  Franz  Haniel  &  Cie). 
Still  has  businesses  to  tend:  Reinhart 
Institutional  Foods,  Reinhart  Invest- 
ments, real  estate  ("little  playthings 
to  keep  me  busy");  children  involved 
in  each.  Net  worth  estimated  at  least 
$390  million. 

Seymoui*  Cohn 

Real  estate.  Palm  Beach  County,  Fla. 
81.  Widowed,  2  children.  Great- 
grandparents  left  Germany,  settled 
NY(  1860s.  IVied  real  estate,  found 
familial  calling.  Seymour  quit  Rutgers 


1931,  joined  family  firm.  Younger 
brother.  Sylvan  Lawrence  (sec  fam- 
ily), joined  him  1946;  firm  put  in 
Sylvan's  name  for  good  luck.  Seems  to 
have  worked:  Took  chances — bought 
risky  properties  that  lost  in  short  term 
but  gained  in  long  term.  Like  old  Port 
Authority  Building  for  $26  million 
1973;  now  worth  over  $100  million. 
Brothers  controlled  some  120  build- 
ings mid-1970s.  Since  Sylvan's  death 
1981,  sold  properties  worth  nearly 
$800  million.  Seymour's  half  of  for- 
tune estimated  at  least  $390  million. 

Charles  G.  Butt 

Supermarkets.  San  Antonio.  53.  Sin- 
gle. Baptist  grandmother  started 
small  grocery  Kerrville,  Tex.  1905, 
family  lived  upstairs.  Son  Howard  (d. 
1991)  renamed  chain  H.E.  Butt  Gro- 
cery 1935,  chairman  to  1984.  Today 
HEB  Foods.  Grandson  Charles 
bagged  groceries  age  8.  B.S.,  eco- 
nomics, Wharton  1959.  Brother 
Howard  Jr.  on  board,  runs  heb  Foun- 
dation; pursues  "interdenomination- 
al calling."  Sales  last  year  $2.9  billion; 
one  of  nation's  largest  privately 
owned  supermarket  chains;  174 
stores,  32,000  employees.  Successfiil 
competitor  against  Kroger,  Albert- 
son's (which  see).  Sign  in  office:  "The 


price  to  stay  is  always  equal  to  or 
greater  than  the  price  you  paid  to  get 
there."  Charles  verv'  private,  demands 
loyalty.  Owns  100%,  believed  worth 
some  $380  million. 


Irenee  du  Pont  Jr. 

Irene  Sophie  du  Pont  May 

Constance  Simmons 

du  Pont  Darden 
Eleanor  Francis 

du  Pont  Rust 
Mariana  du  Pont  Silliman 
Octavia  Mary  du  Pont 

Bredin 
Lucile  du  Pont  Flint 
and  families 

Brother  and  sisters.  Inheritance.  Chil- 
dren of  Irenee  Sr.  (d.  1963),  president 
Du  Pont  Co.  1919-26  (see  family). 
Irenee  Jr.:  Montchanin,  Del.  71. 
Married,  5  children.  With  Du  Pont 
Co.  32  vears,  retired  as  senior  \T 
1978;  left  board  1990;  still  on  boards 
Wilmington  Trust,  Longwood  Foun- 
dation. Oversaw  merger  Christiana 
Securities  with  Du  Pont  1977,  which 
effectively  ended  traditional  family 
control  of  company.   Irene  Sophie 


Our  man  in  Havana:  Robert  Vesco,  before  his  deportation  from  Costa  Rica 

and  resurfacing  in  Cuba 

What  a  resume.  After  the  onetime  auto  mechanic  and  his  henchmen  embezzled  S224 

million  from  Investors  Overseas  Services  in  the  early  1970s,  Vesco  gave  $200,000  cash 

to  Richard  Nixon's  1972  campaign;  fled  to  Costa  Rica,  spending  lavishly  to  convince 

officials  to  let  him  stay;  skipped  to  the  Bahamas;  rumors  abounded  that  he  was 

involved  in  drug  smuggling.  He  now  lives— modestly,  it  is  said— in  Cuba. 
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(Mrs.  Ernest  May):  Wilmington,  Del. 
90.  Widowed,  4  children.  Constance 
Simmons  (Mrs.  Colgate  W.  Darden 
Jr.):  Norfolk,  Va.  87.  Widowed,  3 
children.  Husband  (d.  1981)  gover- 
nor Va.  1942-46.  Eleanor  Francis 
(Mrs.  Philip  Gordon  Rust):  Thomas- 
ville,  Ga.  84.  Married,  4  children. 
Mariana  (Mrs.  Henry  Harper  Silli- 
man):  Hagley,  Montchanin,  Del.  80. 
Married,  6  children.  Octavia  Mary 
(Mrs.  John  Bruce  Bredin):  Green- 
ville, Del.  78.  Married,  6  children. 
Lucile  Evelina  (Mrs.  Robert  Baronet 
Flint):  Greenville.  76.  Married,  5  chil- 
dren. Seventh  sister  Margaretta  Lam- 
mot  (Mrs.  Crawford  H.  Greenewalt) 
died  1991,  leaving  millions  in  land  to 
nature  society  in  Greenville,  Del.,  rest 
to  husband  (president  Du  Pont  1948- 
62)  and  3  children.  These  7  surviving 
siblings  and  families  have  fortunes, 
much  in  trusts,  estimated  at  least 
$375  million  apiece. 

Jack  Crawford  Taylor 

Enterprise  Rent-a-Car.  St.  Louis.  69. 
Divorced,  remarried;  2  children. 
Joined  Navy  to  avoid  finishing  col- 
lege. Car  salesman,  then  sales  manag- 
er for  Cadillac  dealer;  started  own 
leasing  business  with  financial  back- 
ing fi-om  boss;  took  50%  pay  cut.  Early 
*  1960s,  pioneered  insurance  replace- 
ment rentals  for  wrecked  cars,  now 
75%  of  his  rental  business.  Expanded 
nationally  1970s,  starting  with  South. 
Avoids  large  players  at  brutally  com- 
petitive airports,  likes  residential 
areas;  sidelines  in  candies,  coffee- 
makers,  etc.  10%  of  sales.  Son  Andy 
president,  forecasts  $1  billion  reve- 
nue, near  20%  growth,  in  all  major 
cities  by  1994.  Jack's  80%  estimated 
$365  miUion. 

Carl  Clement  Landegger 
George  Francis  Landegger 

Inherited,  ntc.  Conn.  Father  Karl 
bought  Austrian  paper  mill  1920s.  To 
U.S.  1940  with  $40,000  to  escape 
Hider.  Bought  two  private  compa- 
nies: Parsons  &  Whittemore,  small 
pulp  trading  firm,  now  holding  com- 
pany, leading  worldwide  pulp  and 
paper  producer;  also  share  in  Black- 
Clawson,  paper  machinery  manufac- 
turer. Died  1976,  Carl  and  George 
inherited,  wholly  own,  run  compa- 


nies. Parsons  currendy  building  S700 
million  pulp  mill  Alabama.  George: 
"We  will  therefore  become  the  largest 
market  paper-pulp  producer  and  sell- 
er in  the  world."  Explains:  "We're 
prett>'  bullish."  Two  companies  lead- 
ers in  preparing  for  recycling  boom. 
Carl:  "Everybody  has  decided  they 
must  recycle.  The  fiftii-biggest  indus- 
try is  being  pushed  into  restructur- 
ing." Carl:  61.  Divorced,  remarried; 
3  of  6  children  in  family  business. 
Runs  Black- Clawson's  worldwide  op- 
erations. George:  55.  Divorced,  re- 
married, 5  children.  Runs  North 
American  pulp  mills.  Brothers  share 
fortune  worth  $730  milhon. 


Anne  Catherine  Getty 

Earhart 
Caroline  Marie  Getty 
Claire  Eugenia  Getty  Perry 

Daughters  of  George  Getty  (d. 
1957),  son  of  renowned  oilman  Jean 
Paul  Getty;  collectively  know  as 
"Georgettes"  by  family.  Inheritance. 
Anne:  Irvine,  Calif,  area.  39.  Married, 
2  children.  Began  squabble  over  half- 
uncle  Gordon's  (which  see)  control  of 
Sarah  C.  Getty  Trust,  then  backbone 
of  Gettv'  family  fortune;  also  disliked 
handling  of  Getty  Oil;  married  to 
former  Peace  Corps  volunteer.  Claire: 
37.  San  Francisco  Bay  area.  Also  mar- 
ried to  former  Peace  Corps  man;  4 
sons.  Amid  initial  Getty- Pennzoil 
deal,  petitioned  California  judge,  got 
temporary  restraining  order  giving 
Bruce  Wasserstein  chance  to  bring  in 
Texaco;  resulted  in  Getty  oil  sale. 
Caroline:  34.  San  Francisco.  Single. 
Active  in  preser\ing  wildlife,  environ- 
ment. All  very  private,  not  into  social 
scene.  Share  portion  of  Getty  fortune 
estimated  $1.1  billion. 


John  Arrillaga 
Richard  Taylor  Peery 

Partners.  Real  estate.  Palo  Alto,  Calif. 
John:  53.  Married;  1  son,  1  daughter. 
Son  of  spud  farmer;  Stanford  hoops 
scholarship;  real  estate  salesman 
(1957-67)  soutiiern  Calif  Richard: 
51.  Married;  3  sons,  1  daughter.  Son 
of  Bank  of  America  honcho;  Stanford 
business  school;  took  job  managing 
Dad's  ragtag  Bay  Area  real  estate. 


Impressed  by  John's  dealmaking 
prowess,  teamed  up  1967.  John  the 
outside  man,  Richard  monitors  the 
bottom  line;  colleague  calls  them 
"toughest  businessmen  I've  ever 
dealt  with."  Expanded  propertv'  hold- 
ings with  help  of  easy  Bank  of  America 
financing.  Hot  to  develop,  began 
buying  finit  farms  cheap:  pair  now 
secretive  lords  Silicon  Valley,  with 
nearly  10  million  sq.  ft.  of  R&D  space; 
known  to  accept  tenant  company 
stock  in  lieu  of  rent.  Moving  into 
golden  town  of  Sacramento,  but 
stalled  by  city's  unwillingness  to  re- 
zone  for  them.  Dynamic  duo  hve  2 
blocks  apart;  John  fanatic  gardener, 
Dick  avid  outdoorsman,  devout  Mor- 
mon. Together,  estimated  worth 
some  $730  million,  assuming  reputa- 
tion for  current  low  leverage  justified. 

Lawrence  J.  Ellison 

Oracle  Systems.  Atherton,  Calif.  47. 
Divorced,  childless.  Dropped  out  of 
U.  of  Illinois  and  U.  of  Chicago. 
Helped  develop  first  IBM-compatible 
mainfi-ame,  at  Amdahl.  Worked  on 
computer  mass  storage  at  Ampex, 
1973-75.  Founded  Oracle,  software 
supplier,  1977  with  $2,000.  Shot  to 
top  of  market  by  adapting  programs 
to  wide  variet)'  of  computer  brands 
and  sizes.  Phenomenal  sales  boom: 
1981,  $1  million;  1990,  $971  mil- 
lion. But  Ellison's  philosophy  of 
maximizing  growth  bumped  things 
like  management  and  quality'  of  earn- 
ings to  back  burner,  prompting  last 
year's  stock  collapse.  "We  had  to  get 
hit  upside  the  head  with  a  2-by-4."  In 
search  of  reform,  has  replaced  many 
top  employees.  Holds  26%  of  Oracle, 
back  up  to  $365  million. 

Dean  Stanley  Lesher 

Newspapers.  Orinda,  Calif  89.  Mar- 
ried, 3  children;  2  daughters  in  busi- 
ness. Son  of  Williamsport,  Md.  physi- 
cian. U.  of  Maniand,  Har\ard  Law. 
Trial  lawyer  14  years.  Represented 
newspaper  clients  who  "seemed  to  be 
doing  exceptionally  well.  I  thought 
the  Lord  was  pointing  a  flaming  fin- 
ger in  my  direction  to  say  even  you  can 
do  well  at  that."  Moved  to  Calif., 
consulted  with  newspaper  broker, 
bought  first  paper  there  March  1941 . 
Then,  WWII  newsprint  shortage;  "I 
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>ac  there  and  bawled  like  a  baby." 
Beneficent  banker  kept  afloat  with 
loan.  From  nadir  built  slowly  to  8 
dailies,  18  weeklies.  Lord's  flaming 
finger  sent  dramatic  growth  to  his 
territory:  over  350,000  circ.  north- 
east of  Bay  Area,  worth  estimated 
$360  million. 


Jane  B.  Engelhard 

Inheritance.  Far  Hills,  N.J.  73.  Twice 
widowed,  5  daughters.  Ivcft  war- torn 
Europe  for  Buenos  Aires  with  "noth- 
ing but  our  passports  and  our  person- 
al belongings."  Second  husband, 
"Platinum  King"  Charles  Engelhard 
Jr.,  built  $300  million  estate  fi-om 
precious  metals  business;  pals  with 
007-writer  Ian  Fleming,  was  proto- 
type for  Goldfinger  character.  With 
Jane,  jet-setted  among  numerous 
houses  worldwide;  Charles  died 
1971 .  Jane  retired  socialite,  entertains 
discreedy  in  N.J.  home,  Crag^\'ood. 
Collects  rare  books,  documents, 
owns  original  proclamation  of  Louisi- 
ana Purchase,  signed  by  Thomas  Jef- 
ferson. Very  quiet.  Fortune,  prudent- 
ly invested,  could  by  now  exceed 
$360  million. 


/ 


Steve  Jobs  trying  for  his  Next  winner 
After  being  pushed  out 
of  Apple  and  selling  $133  million 
in  stock,  Jobs  is  trying  to  score 
again  with  Next,  a  workstation 
aimed  at  colleges  and  businesses 
(first-half  1991  revenues, 
$70  million). 


David  Theodore  Chase 

Real  estate,  media,  investments.  W. 
Hartford,  Conn.  62.  Married;  1  son, 
1  daughter.  Bom  David  Ciesla,  Kiel- 
ce,  Poland;  survived  3  years  Ausch- 
witz, other  camps;  lost  parents,  sister 
to  Nazis.  To  U.S.  1946  speaking  6 
languages.  Door-to-door  salesman, 
then  small-time  contractor;  made  first 
million  age  27  forming  discount  de- 
partment store.  Early  project:  monu- 
ments honoring  parents.  Developed 
shopping  centers  late  1950s;  office 
tower  1972,  more  early  1980s. 
Branched  into  TV,  radio,  etc.;  plans 
Polish  fiber-optic  cable  TV,  telephone 
system:  "I  guess  deep  down  I  always 
wanted  to  go  back."  Daughter  Cheryl 
chief  counsel,  son  Arnold,  son-in-law 
Roger  Freedman  exec,  vice  presi- 
dents. About  $100  million  to  each 
child.  Worth  estimated  $355  million. 


Robert  William  Galvin 

Motorola.  Barrington  Hills,  111.  69. 
Married,  4  children.  Son  of  Paul,  who 
founded  Galvin  Mfg.  Corp.  1928 
with  $565.  Made  radios;  walkie-talk- 
ies during  WWII.  Later,  TVs,  police 
radios.  Paul  died  1959.  Robert 
groomed  for  business  all  his  life.  "The 
prototype  of  the  professional  mana- 
ger," sold  oflf  traditional  products, 
moved  to  forefi^ont  of  radio,  data 
communications.  In  1970s-80s  made 
Motorola  largest  U.S.  semiconductor 
maker,  world's  leader  cellular  phones. 
Chairman  Sematech,  government  mi- 
crochip project  to  advance  U.S.  elec- 
tronics industry;  stepped  down  as 
Motorola  chairman  Jan.  1990.  Left: 
door  open  for  third-generation  Gal- 
vin: son  Chris,  now  senior  executive 
vice  president.  Motorola  shares,  etc. 
estimated  $355  million. 

Jesse  Mack  Robinson 

Banking.  Atlanta.  68.  Married,  2 
daughters.  College  dropout,  used-car 
salesman,  built  chain  of  auto  finance 
companies.  Financed  Yves  Saint  Lau- 
rent 1960;  sold  1966  for  $1  million. 
"One  doesn't  always  keep  the  right 
things."  Bought  or  opened  22  banks, 
including  interest  in  First  Wachovia. 
Often  only  banks  around.  Minicon- 
glomerator:  lumber  mills,  billbtnirds, 
insurance,    waste    management.    "I 


have  made  a  lot  of  people  million- 
aires." Heart  attack  1986  prompted 
slow  sale  of  businesses.  "I  keep 
changing  my  share  in  companies  day 
to  day."  Horse  breeder,  golfer. 
Hopes  to  keep  business  in  family. 
Estimated  worth  at  least  S355  mil- 
lion: "That  list  has  caused  me  no  end 
of  problems." 

Lewis  Robert  Wasserman 

MCA,  Inc.  Palm  Springs  and  Beverly 
Hills.  78.  Married,  1  daughter.  Hus- 
ded  candy  in  Cleveland  mo\ie  theater 
until  MCA  founder  Jules  Stein  took  on 
as  band  booker  1936;  soon  represent- 
ed stars:  Jimmy  Stewart,  Alfi-ed 
Hitchcock;  also  Ronald  Reagan.  At 
33,  heir  to  mca  presidency',  promul- 
gator of  famous  mca  dark  suit  dress 
code.  Acquired  Universal  Studios 
1962,  divested  talent  agenc\'  after 
antitrust  suit  by  Robert  Kennedy. 
Later,  more  acquisitions:  Geflfen  Rec- 
ords, 49%  of  Cineplex  Odeon.  Sold 
MCA  to  Matsushita  Electric  early  199 1 
(minus  XYC  TV  station);  conccKted 
lavish  salan,'  contract  and  tax-ft-ee  MC\ 
share  conversion  scheme:  "Last  of  the 
larger-than-life  mo\ie  moguls."  Esti- 
mated worth  over  S350  million. 

Richard  Rainwater 

Investments.  Fort  Worth.  47.  Mar- 
ried, 3  children;  reported  near  di- 
vorce. Son  of  middle-class  Lebanese- 
Cherokee  wholesaler.  Math  and  phys- 
ics major  U.  of  Texas,  then  Stanford 
business  school  where  met  Sid  Bass 
(which  see).  Joined  Sid  to  run  550 
million  Bass  family  fortune  1970. 
"I've  played  as  many  p>ositions  in  the 
investment  world  as  there  are  to 
play."  Left  1986  to  run  own  sizable 
portfolio:  S5  billion  LBO  Hospital 
Corp.  of  America,  oil  deals.  Lost  year 
snatched  up  Pcnrcxi  Drilling  from 
bankrupt  Hunt  brothers.  His  natural 
gas  company  Wolverine  Exploration 
in  doldrums.  "You  can  give  it  a  value 
of  zero."  Still,  net  worth  believed 
around  $350  million.  "I'm  just  gratc- 
ftil  I'm  about  where  I  was  last  year." 

Harry  Lebensfeld 

UIS,  Inc.  N\'C.  87.  Separated,  1  daugh 
ter.  Founded  United  Industries  Svn- 
dicaie  1^45,  now  ris.  First  acquisi 
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lion:  small  desk  manufacturer,  Shel- 
b'/ville,  Inc.  Eventually  assembled  15 
companies,  some  turnarounds — 
Necco  wafers,  millwork  wholesale 
supply,  auto  parts — but  says  has  pref- 
erence for  keeping  management. 
Revenues  1990  nearly  $620  million. 
Invests  for  long  term;  still  chairman, 
chief  executive  officer.  Lean  opera- 
tion with  15  employees  in  nyc  head- 
quarters. Company  owned  through 
trust  for  daughter  and  grandchildren; 
daughter  married  to  Richard  Pascu- 
lana,  executive  vice  president.  Despite 
auto  parts  slump,  estimated  net  worth 
$350  million.  Lebensfeld:  "If  some- 
thing seems  to  work,  it  makes  sense  to 
keep  on  doing  it." 

Susan  Thompson  Buffett  ^ 

Marriage.  San  Francisco,  Omaha.  59. 
Married  to  Warren  Buffett  (which  see); 
3  children.  Daughter  of  Omaha  educa- 
tor. Her  parents  knew  Warren's;  met 
husband-to-be  when  she  roomed  with 
Warren's  sister  at  Northwestern.  She 
dropped  out,  they  wed  1952.  Heavily 
involved  in  civil  rights  movement;  cou- 
ple became  Democrats;  "It  caused  a 
great  commotion"  in  family.  Today 
sees  Warren  about  once  a  month.  War- 
ren: "It  works  well  this  way.  She  sort  of 
roams;  she's  a  free  spirit."  Son:  "She 
brought  [my  father]  out  of  his  shell." 
PresidentBuffettFoundation:millions 
to  family  planning.  Her  shares  Berk- 
shire Hathaway  worth  over  $350  mil- 
lion ;  Warren  says  he  plans  eventually  to 
leave  his  fortune  to  the  foundation: 
"Preserves  the  most  flexibility  in  terms 
of  any  future  changes  in  laws." 


Eugene  Paul 
(J.  Paul  Jr.)  Getty 

Inheritance.  London.  59.  Divorced, 
widowed;  4  children  with  first  wife,  1 
by  second.  Third  son  of  late  oil  baron 
lean  Paul  Getty  (see  Gordon  Getty). 
Got  into  Sixties  counterculture, 
drugs.  Scries  of  misfortunes:  Di- 
vorced 1965;  married  Dutch  actress 
1966.  C'ouple  became  addicts,  she 
died  of  heroin  overdose  1971.  Their 
son  Tara  Gabriel  Galaxy  Gramaphone 
now  23.  Reportedly  seeking  movie 
career.  Namesake  son  from  first  mar- 
riage kidnapped  1973;  ear  cut  off 
before  grandfather  would  pay  ran 


som;  had  stroke  age  25  from  overdose 
alcohol,  drugs:  now  blind,  paralyzed. 
Court  forced  J.  Paul  Jr.  to  pay  doctor 
bills.  Now  a  recluse.  His  share  of 
Getty  family  fortune  is  estimated  at 
$350  million. 

Stanley  Irving  Stahl 

Real  estate,  nyc.  67.  Divorced,  re- 
married; 1  son,  2  stepchildren.  Son  of 
Brooklyn  butcher,  nyu.  Began  as  bro- 
ker 1947,  bought  first  Manhattan 
apartment  building  with  commis- 
sions 1948;  added  more.  Tough  land- 
lord. Staked  everything  1962  to  build 
1 .7-million-square-foot  office  build- 
ing at  277  Park  Avenue:  "He  didn't 
have  any  money  at  the  time.  It  was  all 
done  with  mirrors."  Now  backer 
Chemical  Bank  rents  800,000  sq.  ft. 
But  with  Chemical-Manny  Hanny 
merger,  Chemical  most  likely  won't 
be  tenant  after  1994.  Also  interest  in 
several  nyc  office  buildings,  3,000 
apartments  (not  co-oping:  "too 
much  of  a  hassle").  Acquired  Apple 
Bancorp  Inc.  for  $121  million  in  hos- 
tile takeover.  Estimated  $350  million; 
spokesman  claims  $500  million. 


Claude  (Doc)  Pennington 
and  family 

Oil,  gas.  Batt)n  Rouge,  I.,\.  91.  Mar 
ried;  only  son  killed  in  oil  rig  accident 
1958, 3  grandchildren.  Labored  sum 
mers  in   lx)uisiana  oilfields,    joined 


Lila  Wallace,  philanthropist 
Her  husband,  Reader's  Digest 
cofounderl>eWitt,diedinl981, 
the  year  before  the  first  Fort>es 
Four  Hundred,  but  she  was  on 
this  list  until  her  death  in  1984. 
Her  cultural  benefactions 
were  imaginative:  the  Bronx 
Zoo's  World  of  Birds  building, 
fresh  flowers  weekly  for  the  en- 
trance of  New  York's 
Metropolitan  Museum,  refu^ 
bishing  Claude  Monet's  ga^ 
dens  at  Givemy ,  and  many  more. 


father's  medical  practice  1925  as  op- 
tometrist; closed  clinic  day  after  fa- 
ther's death;  returned  to  oilfields.  On 
leased  land,  made  first  known  oil  dis- 
covery east  of  Atchafalaya  River; 
founded  Pennington  Oil;  traded 
leases,  bought  Port  Hudson  proper- 
ties mid-1950s,  began  drilling  1970s. 
Local  banks'  favorite  depositor:  over 
$100  million.  Nutrition  enthusiast, 
donated  $125  million  to  LSU  for  nu- 
trition center;  ardent  believer  in  pow- 
ers of  peanut  oil,  \itamins  E  and  C: 
"Someday  I'm  going  to  be  an  old 
man.  I'd  like  for  science  to  know  how 
to  prolong  my  health."  Believed 
worth  $350  million. 


Alexis  Felix  du  Pont  Jr. 
Alice  Francis  du  Pont  Mills 
and  families 

Brother,  sister.  Children  of  A.  Felix 
du   Pont,  distant  cousin   to   Pierre, 
sided  with  him  in  family  split  1915, 
rew  arded  with  stake  in  family  holding 
company  Christiana  Securities;  died 
1948.  A.  Felix  Jr.:  Wilmington,  Del. 
85.  Divorced,  remarried;  3  children 
bv  first  wife,  1  by  second.  .\Iicc  (Mrs. 
James  Paul  Mills):  Middlebiirg,  Va. 
7^.  Married,  3  children.  Fach  branch 
has  trusts,  etc.,  believed  worth  $350 
million  or  more.  Third  branch:  uid 
ow,  children  of  bri>ther  Richard,  not 
ed  pilot  killed  in  WWII  glider  crash 
Widow  .\llaire  successful  horse  breed 
er  ("When  you  own  a  great  horse,  it 
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doesn't  belong  to  you,  it  belongs  to 
the  public");  among  first  women  ad- 
mitted to  Jockey  Club  1983. 

Joseph  Dahr  Jamail  Jr. 

"Sore-back  lawyer."  Houston.  65. 
Married,  3  sons.  Started  in  D.A.'s 
office,  then  small  law  firm;  formed 
own  firm.  Took  up  personal  injury, 
got  rich  on  "sore  back"  cases.  Got  far 
richer  from  1987  Texaco-Pennzoil 
case  (estimated  $420  million  fee,  pre- 
tax): 1 ,500  calls  next  3  days;  now  ratio 
of  cases  accepted  1  in  300.  Self-de- 
scribed "goddamn  good"  lawv'er; 
personal  staff  of  3  lawyers,  4  assistants, 
4  secretaries.  Settlements  since  1987 
worth  about  $73  million.  Hands  out 
$100  bills  to  Houston's  homeless; 
but  also  unpublicized  scholarships, 
grants.  Investments  in  oil  and  gas,  real 
estate.  Reputation  as  hellraiser.  Plans 
to  "play  a  lot,  practice  a  lot"  this  year. 
Visible  assets  worth  estimated  $350 
million. 


Howard  Brighton  Keck 
William  Myron  Keck  II 

Superior  Oil  Co.  Descendants  of  Wil- 
liam M.  Keck  Sr.,  legendary'  wildcat- 
ter known  to  taste-test  core  samples; 
founded  Superior  Oil  1921.  Pioneer- 
ed offshore  drilling  in  Venezuela, 
Louisiana;  huge  reserves,  became 
largest  independent  oil  company. 
Died  1964.  Howard  headed  drilling 
and  production,  brother  William  Jr. 
posed  as  president,  both  fighting  to 
succeed  William  Sr.:  Dad  picked 
Howard,  Bill  walked  out  in  huff.  Died 
1982.  Howard  led  company  through 
ill-fated  mining,  timber,  farming  di- 
versifications, refocused  on  oil  1976. 
Uncommunicative  about  corporate 
plans;  alienated  siblings  and  hand- 
picked  directors  alike;  forced  off" 
board  during  1983  proxy  fight.  Up- 
heaval facilitated  $5.7  billion  takeover 
by  Mobil  1984.  Howard:  lA.  78. 
Heads  Keck  Foundation;  financed 
$70  milHon  Keck  Observatory  atop 
Hawaiian  volcano,  home  to  one  of 
most  powerfiil  telescopes  in  world. 
Estimated  worth  $350  million.  Wil- 
liam 11  (William  Jr.'s  heir):  lA.  49. 
Runs  Coalinga  oil  company  (Tex.  and 
La.  reserves  some  $40  million),  worth 
$290  million. 


James  Donald  Slavik  * 
and  family 

W.W.  Grainger.  Irvine,  Calif  39. 
Married,  children.  Son  of  Elmer  R. 
Slavik  (d.  1987)  who  ran  Mark  IV 
Properties,  a  California- based  real  es- 
tate investment  and  development 
firm.  Elmer  became  director  W.W. 
Grainger,  now  a  leading  national  elec- 
trical equipment  distributor  (see 
Grainffer),  beginning  1948.  James 
now  president,  director  Mark  IV,  af- 
ter working  as  real  estate  broker  for 
Coldwell  Banker  1983-87.  Elected 
director  of  W.W.  Grainger  1987,  is 
member  of  audit  and  compensation 
committee.  Also  director  of  Moun- 
tain Capital  Corp.  With  immediate 
family  James  controls  Grainger  stock 
recently  worth  some  $350  million. 
Other  relatives  have  nearly  2  million 
shares  more. 

William  Shivers  Morris  HI 

Newspapers.  Augusta,  Ga.  57.  Mar- 
ried, 3  children.  Father  rose  from 
bookkeeper  to  sole  owner  Augusta 
Chronicle  1955.  Expanded,  passed  to 
family  after  death  1967.  "Billy" 
bought  out  brother,  sister,  mother 
after  lengthy  lawsuit;  founded  Morris 
Communications  1970.  Brother 
Charles  started  noncompeting  chain, 
but  Billy's  grew  bigger:  now  8  dailies, 
6  weeklies,  billboards,  printing  com- 
panies, etc.  Gambled  on  highly  lever- 
aged $210  million  purchase  of  Jack- 
sonville papers  1982.  Again  1985: 
large  billboard  firm,  Naegele,  for  esti- 
mated $300  million.  Fortune  now 
estimated  around  $350  million. 

William  Lyon 

Real  estate.  Coto  de  Caza,  Calif.  69. 
Widowed,  remarried;  5  children.  Pi- 
lot age  16,  served  air  force  WWII, 
Korea;  rose  to  2 -star  general,  awarded 
17  combat  decorations.  Chief  of  Air 
Force  Reserve  1975-79.  In  between, 
built  homes  with  brother;  chairman, 
CEO  of  William  Lyon  Co.  1954,  pro 
vided   inexpensive   homes   for  first 
time  Calif  buyers;  currently  develop- 
ing entire  communit)'  in  Rancho  C^u 
camonga.     With     George     Argyros 
(which  see)  1981  bought  control  of 
ailing  AirCal,  restructured,  sold  for 
profit      ,1986.      Recently      hosted 


$100,000-per-couple  luncheon  to 
raise  money  for  Reagan  Library';  owns 
over  60  classic  cars.  Fortune  estimat- 
ed $350  million. 


Norton  Clapp  and  family 

Inheritance.  Seattle.  85.  Twice  di- 
vorced, widowed,  remarried;  6  sons 
(3  deceased),  5  stepchildren.  Grand- 
father Matthew  G.  Norton  cofound- 
ed  lumber  company  to  supply  home- 
steaders; started  Weyerhaeuser  Co. 
with  $1 .2  million.  Father  F^ben  Clapp 
married  2  Norton  daughters,  making 
Norton  Clapp  principal  heir,  largest 
Weverhaeuser  shareholder.  Law  de- 
gree 1928;  Navy  WWII.  Dabbled  in 
law,  real  estate,  into  timber  1955. 
President  Weyerhaeuser  1960-66; 
chairman  to  1976.  Stepson  Booth 
Gardner,  Wash,  governor.  Norton 
seen  as  reclusive  Northwest  power. 
Controls  assets  in  lumber  supply,  sea- 
food company,  etc.  Besides  estimated 
$350-million-plus,  interests  in  family 
trust  believed  to  exceed  $650  million. 

Steven  Paul  Jobs 

Computers.  Palo  Alto,  Calif.  36.  Mar- 
ried, 2  children.  Adopted  at  birth. 
College  dropout;  traveled,  brief  stint 
with  Atari.  Looked  up  computer  pal 
Stephen  Wozniak,  together  designed 
Apple  I  1976.  Pair  designed  Apple  II 
1977;  persuaded  A.  Markkula  (which 
see)  to  help  produce;  Apple  Computer 


Bernard  F.  Brennan 

In  1982  he  Joiirad  Montgomery  Ward, 
then  owned  by  Mobil.  In  1988  he  could 
command  a  27%  share  in  ite  LBO.  By 
1990  he'd  turned  it  around  enough 
to  join  our  list. 
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chiiiiged  computer  world  forever.  Re- 
cruited Chief  Executive  John  Sculley, 
who  shoved  Jobs  aside  1985.  Jobs 
sold  Apple  stock  for  $133  million, 
started  Next  Computer,  Inc.  1985 
with  $7  million;  trying  to  get  it  right. 
In  1986  Jobs  acquired  Pixar,  small 
computer  animation  firm  George  Lu- 
cas founded.  Not  profitable,  but  will 
produce  2  Disney  animated  features. 
Depending  on  Next,  may  be  worth 
some  $350  million. 


Robert  Drayton 
McLane  Jr. 

McLane  Co.  Temple,  Tex.  55.  Mar- 
ried, 2  sons.  Grandfather  opened 
store  1894.  Wholesale  business  1904. 
Young  Drayton  Jr.  started  in  compa- 
ny 1959.  President  and  ceo  1970. 
Expanded  1966.  Innovative  use  of 
computers  1970s  kept  costs  down, 
facilitated  nationwide  data  processing 
system.  Sold  out  to  longtime  business 
acquaintance  Sam  Walton,  December 
1990.  "It  made  a  lot  of  sense  to 
merge,  since  they  are  moving  to  stock 
more  groceries."  Trade  analysts  ex- 
pect Wal-Mart  "to  become  one  of  the 
largest  food  retailers  in  U.S." 
McLane  received  some  5.6  million 
Wal-Mart  shares  plus  cash.  Active  in 
Baptist  church.  Workaholic.  "I  get 
discouraged  when  the  sun  goes 
down."  Shares  plus  cash  worth  esti- 
mated $345  million. 


Max  Martin  Fisher 

Oil,  investments.  Franklin,  Mich.; 
NYC;  Palm  Beach.  83.  Widowed,  re- 
married; 5  children.  Son  of  Russian 
immigrant  peddler  who  built  small  oil 
reclaiming  plant.  Oh'.o  State  football 
scholarship.  Joined  dad  1930;  raised 
money  from  gasoline  broker  friends 
for  new  refinery.  Added  gas  stations. 
During  1930s  oil  glut,  paid  premium 
to  Marathon  Oil  predecessor  for  pri- 
ority service  when  supplies  short. 
Tapped  deal  for  big  bucks  in  wartime 
1940s,  1950s.  Sold  out  to  Marathon 
Oil  for  stock  1959;  sold  that  1982  for 
over  $150  million.  Also  real  estate, 
investments  with  pal  Al  Taubman 
(which  see).  Big  backer  Israel,  Repub- 
licans. "I  pride  myself  on  my  humili- 
ty." Net  worth  estimated  at  least 
$340  million. 


EXAS 


Reginald  F.  Lewis  ^ 

LBOs.  NYC,  East  Hampton,  Paris.  48. 
Married,  2  children.  Harvard  law 
school  (1968).  To  top  law  firm; 
formed  own  firm  1972.  To  Wall 
Street  1983.  Widi  $1  million,  $24 
million  loan,  bought  McCall  Pattern 
Co.  1984.  Made  estimated  $80  mil- 
lion on  1987  sale.  Met  Mike  Milken. 
Engineered  1987,  $985  million 
buyout  from  Kohlberg  Kravis  Rob- 
erts of  food  giant  Beatrice  Interna- 
tional. Got  47%.  Sales  now  $1.5  bil- 
lion, paid  debt  down  hard.  Reported 
$17  million  from  salary  and  return  on 
capital  for  preferred  stock,  but  1990 
net  earnings  $46  million.  Active  in 
Democratic  politics.  Francophile.  Ci- 
gar lover.  Collects  French  surrealists, 
African -American  paintings.  "The 
word  'no'  is  not  in  his  vocabulary." 
Estimated  net  worth  $340  million. 

Phillip  Frost 

Medicine.  Miami  Beach.  54.  Married. 
U.  of  Pennsylvania,  Albert  Einstein 
College  of  Medicine.  Dermatologist 
by  trade,  invented  disposable  instru- 
ment for  taking  biopsies.  Took  over 
failing  Key  Pharmaceuticals  1971, 
turned  around;  developed  new  deliv- 
ery systems  for  old  drugs  to  hospitals. 
Sold  to  Schering-Plough  1986;  be- 
lieved to  hold  some  3.4  million 
shares.  Promptly  founded  l\  AX  to  get 
into  real  big  time:  develop  and  market 
the  drugs.  Not  waiting  for  research  to 
pay  off;  acquired  small  companies, 
rights  for  salable  drugs  to  generate 
immediate  revenues.  Also  many  small 
investments.  "He  likes  to  be  a  catalyst 
for  deals."  Recently  acquired  U.K.'s 


I   Clayton  Williams 
Clayti«  made  a 
ForiMS  Four  Hun- 
dred pile  in  the 
19708  oil  boom,  in- 
vested in  Mid- 
land, Tex.  real  es- 
tate, and  got 
slammed  by  ttie 
1980s  oil  bust. 
He  ran  for  governor 
but  blew  the 
women's  vote 
with  West  Texas 
cnidKies. 


Harris  Pharmaceuticals.  Active  ci\ic, 
philanthropic  organizations.  Believed 
worth  well  over  $340  million. 

£11  Broad 

Kaufman  &  Broad,  Broad  Inc.  L.\.  58. 
Married,  2  children.  Built  first  houses 
(with  partner  Don  Kaufman)  on  in- 
laws' $25,000  loan  1957.  Rapid 
growth  to  1973.  Broad's  vao  golden 
housing  markets:  California,  France 
(largest  builder  in  Paris  area).  Added 
insurance  to  hedge  real  estate  cycles; 
spun  off  Broad  Inc.  1989,  now  buy- 
ing struggling  financial  services  com- 
panies, e.g..  Integrated  Resources; 
plans  single-premium-annuit)'  giant. 
Developing  3,500-acre  Stanford 
Ranch  planned  communit\'  outside 
Sacramento,  Calif  Collects  contem- 
porary art;  LRO  investor;  ga\e  $20 
million  to  Michigan  State  M.B.A. 
program.  "Eli  is  a  pleasant  man,  but 
he  is  the  t}pe  of  guy  w  ho  will  clean 
your  clock  in  a  business  deal."  Be- 
lieved worth  over  S335  million. 


Solomon  Price 

Price  Co.  La  Jolla,  Calif  75.  Married, 
2  sons.  Practiced  law  17  years;  quit 
1955  to  launch  Fed  Mart  Cxirp.,  mass 
merchandiser,  pioneered  house 
brands  and  "one  stop  shopping" 
concepts.  Sold  mu  1975  to  Hugo 
Mann,  German  billionaire.  Founded 
Price  Co.  1976,  created  warehouse 
membership  store  with  son  Rolxrrt; 
ttxik  public  1980.  Since  then,  copy- 
cats, cspccialh  Sam  Walton's  (which 
see)  Wholesale  CMubs,  soaked  up  some 
market  share.  But  on  sales  per  store. 
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Where  there  is 
an  open  mind,  there  will 
always  be  a  frontier." 

Charles     F.     Kettering 


To  be  content  with  what  is  already 
known  is  to  close  the  door  on  tomorrow. 

It  is  this  belief  that  drove  us  beyond 
our  status  as  a  world  leader  in  medical 
x-ray  technology. 

Members  of  the  Toshiba  research 
team  in  South  San  Francisco  have 


helped  develop  a  faster,  more  accurate 
method  of  medical  diagnosis  called 
Magnetic  Resonance  Imaging. 

It  is  becoming  the  new  standard 
for  medical  imaging  technology. 

And  it  is  one  reason  we  will  never 
cease  to  believe  in  a  better  tomorrow. 


htotonraph  by  lima  IhitidsoH 
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profit  margin.  Price  still  on  top.  With 
about  70  stores  U.S.,  Canada,  Rob- 
ert, CEO,  says  now  looking  at  Mexico. 
Sol's  stock,  other  assets  recently 
worth  over  $335  million. 


Dwayne  Orville  Andreas 
and  family 

Archer  Daniels  Midland.  Bal  Har- 
bour, Fla.  Divorced,  remarried;  3 
children.  Shelved  plans  for  ministry, 
dropped  out  of  Wheaton  College  to 
join  family  grain  business.  Sold  some 
assets  to  Cargill,  millionaire  at  27. 
Bought  into  adm,  soybean  processor, 
corn  refiner  and  flour  miller  1965. 
Chairman  1970,  ceo  1972;  became 
largest  U.S.  agricultural  processor 
("It  grew  up  under  me").  Noting 
gasoline  price  vulnerability  in  Persian 
Gulf  war,  Andreas  points  to  ethanol, 
more  costiy  but  less  polluting  fiael 
distillable  from  cornstarch.  Donor, 
political  ally  to  Democrats,  Republi- 
cans. Former  Vice  President  Hubert 
Humphrey  was  godfather  to  son  Mi- 
chael (Mick),  now  executive  vice  pres- 
ident. With  son,  has  shares  recently 
worth  $335  million. 


Patrick  George  Ryan 

Insurance.  Chicago.  54.  Married,  3 
sons.  To  Northwestern  on  football 
scholarship,  then  sought  an  insurance 
career  after  reading  about  agents  with 
six-figure  incomes.  Did  stint  as  Penn 
Mutual  salesman,  set  ofi^in  new  direc- 
tion: selling  casualty  insurance 
through  car  dealers.  Went  public  in 
1972,  merged  with  pal  W.  Clement 
Stone's  Combined  International  and 
got  11%  chunk.  Became  chief  execu- 
tive officer,  president,  renamed  firm 
Aon  Corp.  (Gaelic  for  "unity")  1987. 
"Selling  is  not  a  lot  of  talking.  If  you 
listen,  people  will  tell  you  what  they 
want  and  what's  bothering  them 
about  what  you  have."  With  wife 
Shirley,  Ryan  is  well  known  in  Chica- 
go's social  scene.  "They  think  they're 
the  Kennedys."  Shares  are  worth 
$330  million. 

Anne  Burnett 
Sowell  Marion 

Inheritance.  Fort  Worth,  nyc.  52. 
Thrice  divorced,  remarried  (to  Soth- 
eby  Chairman  John  Marion);  1 
daughter.  Legend:  great-grandfather 


Burk  Burnett  won  family  ranch,  the 
6666,  in  poker  game.  Eventually 
amassed  448,000  acres,  mostiy  West 
Texas;  found  big  oil  on  6666;  left 
Anne's  mom,  "Big  Anne,"  heiress. 
She  loved  weddings  as  much  as  oil: 
married  4  times  (twice  widowed, 
twice  divorced),  lastly  to  Charles 
Tandy,  the  founder  of  Tandy  Corp. 
But  kept  wells  pumping.  Left  to 
daughter,  "Littie  Anne,'!  the  product 
of  second  marriage.  Keeps  the  Bur- 
nett traditions,  quiedy  collects  land, 
oil  royalties,  art  and  husbands;  avid 
hunter  quail  and  doves.  Directs  the 
$190  million  Tandy  Foundation.  Es- 
timated to  be  worth  at  least  S330 
million. 


I 


Kenneth  Eugene  Behring 

Developer.  Blackhawk,  Calif.  63. 
Married;  5  sons,  all  in  business.  U.  of 
Wisconsin  dropout:  football  knee  in- 
jury. Leased  gravel  lot  for 
$15/month,  bought  27  used  cars  for 
$900;  later  pushed  new  Lincoln  Mer- 
curies. Switched  to  buying,  develop- 
ing Florida  land.  Went  west  1972: 
3,300-unit  development  California; 
new  5,000-acre  site  near  Seattle;  al- 


Our  hotel  will  do  nothing  to  dispel 
the  myth  that  Los  Angeles  is  the  land  of  fantasy. 
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Caroiynand 
HaroWFarb 
Wb6n  the  Hoos- 
ton  devek>per  spirt 
from  hef  in  1983, 
he  was  on  our  list 
arxlshegota 
$20  millKMi  settle- 
ment. ^k^w  she  is 
a  tocal  patron  of 
the  vts.  HaroM, 
si  r>ce  twice  mar* 
ried.  istryir»gfor 
a  comeback. 


readv,  enxironmental  protests.  Oun- 
er  75%  Seattle  (footballs  Scahaw-ks. 
Built  SIO  million  museum  to  house 
''worid  class"  car  collection,  donated 
to  U.  of  California,  Berkeley;  building 
museum  to  inspire  excellence  in 
schoolchildren  \ia  guest  speakers,  ca 
ble  hookups  to  schools.  Behring's 
wealth  estimated  at  least  S330  mil 
lion:  "You  can't  underestimate  the 
value  of  luck." 

Peter  Jay  Sharp 

Real  estate,  ntc.  61.  Widowed,  3 
children.  Father  successful  real  estate 
developer,  ouned  parts  of  22  hotels; 
built  NTC's  Volne\,  Stanhope,  where 
Peter  grew  up.  Father  died  young 
1941.  Interior  decorator  N\ife  took 
over,  passed  to  Peter  intense  and  fas- 
tidious approach  to  hotel  business. 
.\fter  Princeton,  Peter  argued  with 
mother,  struck  out  on  own.  .\ssem 
bled  own  real  estate  empire:  Manhat- 
tan office  buildings,  apartments; 
picked  up  Carlyle  Hotel  for  SI 6  mil- 
lion 1967,  co-oped  over  half.  Consid 
ered  finest  New  York  hotel,  but  may- 
be not  b>  old  money:  devoted  to 
pamp>ering   new   rich.   First   Ladies, 


The  Regent  Beverly  Wilshire 
cakes  opulence  he>*ond  extra- 
x-agance.  The  same  could  be 
said  of  some  of  our  guests. 
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rock  stars:  "Our  clientele  does  not  take 
raAJs."  Net  worth  estimated  some 
S.^30  million. 

Roy  Sakioka  and  family  ^ 

Real  estate.  Costa  Mesa,  Calif.  92. 
Married,  6  children.  Ver\-  low  profile. 
Youngest  of  6,  emigrated  from  Japan 
1916;  eventually  naturalized.  Tenant 
farmer,  interned  WWII  with  other 
Japanese-Americans.  Tired  of  rent, 
started  buying  farmland  1946:  low 
down  payment,  worked  off  mort- 
gages. Found  genius  for  picking  loca- 
tions, canny  at  getting  good  prices, 
mostly  through  1950s.  Also  selling, 
when  California  development 
reached  his  fields.  First  la  area,  then 
Orange  Count\'.  Bought  new  land,  or 
swapped  up.  Today  still  calls  shots: 
over  240  acres  Orange  Count)',  some 
worth  SI  million  each;  2,600  agricul- 
tural, industrial  and  commercial  acres 
Ventura  count)'.  Virtually  no  debt. 
Estimated  worth  at  least  $325  mil- 
lion, v,ixh  family. 

Hugh  Franklin 
Gulverhouse 

Real  estate,  banking,  sports.  Tampa. 
72.  Married,  2  children.  Son  of  coal 
mining  engineer,  boxer  at  U.  of  Ala- 
bama; sparred  with  George  Wallace. 
IRS  prosecutor,  became  premier  tax 
attorne)'  Florida — Richard  Nixon, 
Bebe  Rebozo  clients.  Bought  13,000 
acres  Sarasota,  called  Palmer  Ranch, 
1970;  sold  about  half  to  Coast  Feder- 
al S&L  for  $35  million  1981.  Now 
owns  Coast  Bank  100%.  Has  ventures 
in  citrus  groves,  other  housing  devel- 
opments. Owns  Tampa  Bay  (football) 
Buccaneers;  influential  in  league.  Re- 
cendy  underwent  ?^urger)'  for  lung 
tumors.  Four  days  out  of  hospital 
went  hunting  in  Tanzania:  Bagged 
kudu  from  over  250  yards.  "It  was 
one  of  the  biggest  my  guide  had  ever 
seen."  Fortune  estimated  at  $325 
million. 

Clemmie  Dixon 
Spangler  Jr.  and  family 

Investments.  Chapel  Hill,  N.C.  59. 
Married,  2  daughters.  Father,  farm 
boy,  took  construction  job;  learned 
business.  Built  homes,  apts.,  motels, 
constaiction   company.   "Dick"   Jr. 


became  president  of  CD.  Spangler 
Construction  Co.  1960.  Built,  owned 
Golden  Eagle  motel  chain  1960s; 
sold  1970s,  1980s;  proceeds  bought 
estimated  2-million-plus  shares  rjr 
prior  to  1989  buyout.  Suing  because 
some  shares  sold  while  LBO  plan 
"ft-audulendy"  concealed.  Sold  bank 
started  by  his  father  to  NCNB  1982, 
acquired  more  NCNB;  now  controls  8 
million  shares,  gave  board  seat  to 
wife.  Lifelong  interest  in  desegrega- 
tion while  on  school  board;  president 
U.  of  N.C.  1986.  Controls  fortune 
estimated  at  least  $325  million. 


Sydney  Mark  Taper 

First  Charter  Financial.  Beverly  Hills. 
90.  Widowed,  3  children.  Born  in 
Warsaw,  educated  England.  As  child, 
peddled  candy  to  schoolmates. 
Bought  residential  real  estate  firm  at 
27,  built  homes  in  England  during 
Depression,  retired  by  37.  Arrived  in 
California  1939  to  avoid  WWII,  with 
about  $1.5  million,  real  estate  skills. 
During  war  built  Gl  housing,  later 
dropped  out  of  business  again.  But  as 
California  economy  boomed,  bought 
into  s&Ls:  founded  First  Charter  S&L 
1955;  took  public  1959.  Closely  con- 
trolled by  tight-fisted  Taper,  compa- 
ny grew  to  third-largest  U.S.  thrift. 
Merged  with  Financial  Corp.  of 
America  1983.  Taper  cashed  out; 
now  managing  personal  investments 
believed  worth  over  $325  million. 

Grover  Gonnell 

Equipment  leasing,  food.  Westfield, 
N.J.  73.  Married,  3  children.  Na\T 
WWII.  Took  over  family  business, 
Connell  Rice  &  Sugar,  built  into  larg- 
est U.S.  independent  rice  and  sugar 
trader/broker.  Once  dominated  for- 
eign aid  rice  exports;  U.S.  export 
share  now  estimated  20%.  Equipment 
leasing  business  from  1973  (railroad 
equipment,  aircraft,  power  plants); 
now  over  $1.2  billion  assets.  Also 
owns  prime  N.J.  real  estate  just  out- 
side Manhattan.  Well-connected 
Democrat;  reputation  as  one  of  na- 
tion's largest  donors  of  politicians' 
speaking  honoraria.  C'harges  of  illegal 
activities  with  Korean  wheeler  dealer 
Tong  Sun  Park  dropped  1979.  I.i\es 
modestly,  sent  kids  to  public  school. 
Fortune  estimated  $325  million. 


Cyril  Wagner  Jr. 
Jack  £.  Brown 

Partners.  Oil,  investments.  Midland, 
Tex.  Wagner:  57.  Divorced,  remar- 
ried; 5  children.  Brown:  66.  Married, 
3  children.  Geologist  Wagner  and 
engineer  Brown  formed  oil  and  gas 
partnership  Wagner  &  Brown  1962. 
Built  up  oil  reserves  using  comple- 
mentary backgrounds.  Predicted  oil 
collapse,  diversified  into  plastic  man- 
ufacturing and  equipment  early 
1980s.  With  T.  Boone  Pickens  made 
failed  Gulf  bid  1984,  but  $70  million 
profit.  Also  took  runs  at  Unocal,  Phil- 
lips Petroleum.  Formed  Desert  Part- 
ners 1986,  failed  acquisition  of  USG 
Corp.:  Bought  Insilco  Corp.  1988  for 
$813  million.  Now  in  Chapter  11. 
"They  go  hunting  together,  they  get 
drunk  together."  Highly  secretive. 
Joint  net  worth  estimated  at  $650 
million. 

Fayez  Shalaby  Sarofim 

Money  management.  Houston.  62. 
Divorced,  remarried;  5  children. 
Eg\ptian-bom  son  of  wealthy  land- 
owner; Hanard  Business  grad,  natu- 
ralized 1961.  Joined  Anderson  Clay- 
ton 1951  managing  pension  fijnds; 
helped  manage  company's  own  em- 
plovee  pension  ftind.  Launched  Favez 
Sarofim  &  Co.  1958  with  $100,000 
from  father;  gained  clout  hooking 
client  Rice  U.  Dubbed  "The  Sphinx" 
for  stock  market  wisdom;  now  man- 
ages some  $23  billion.  Bullish:  thinks 
Dow  Jones  Industrial  Average  can  hit 
10,000  by  1995;  favors  consumer 
products  franchises:  Procter  &  Gam- 
ble, Coca-Cola,  Philip  Morris.  Early 
investor  Teled>Tie  with  George  Koz- 
metsky,  Henr>'  Singleton.  .After  di- 
vorce, his  70%  of  firm  Fayez  Sarofim 
&  Co.,  large  personal  porttblio  be- 
lieved worth  at  least  $320  million. 

Robert  Allen  Naify 

Movie  theaters,  cable  ia  .  San  Francis- 
co. 69.  Married,  6  children.  Son  of 
Lebanese  immigrant  who  began  in 
Atlantic  Cir\  movie  theater  1912, 
mm  ed  to  C^alifornia;  founded  L^iited 
Theater  chain  1920s.  Acquired  half 
I'nited  .\nists  Theater  circuit  1950. 
Robert,  brother  Marshall  Ix-gan  as 
ushers,  pri>jecrionists.  Merged  other 
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50%  in  1963;  Naify  brothers  took 
control.  Sold  out  to  Tele-Communi- 
cations Inc.  1986  for  rights  to  14 
million  shares,  SI 50  million  cash.  TCI 
now  largest  U.S.  cable  operator,  owns 
56%  United  .\rtists  Entertainment. 
Reclusive  Robert  ran  company  day- 
to-day.  Now  president  Todd-.^o.  His 
stock  recendy  worth  about  S320 
million. 

William  Robert  Berkley 

Insurance,  food  processing.  Green- 
wich, Conn.  45.  Married,  3  children. 
Father  died  when  Berkley  11:  "Went 
from  upper  middle  class  to  poor"; 
recruited  kids  to  mow  lawns,  deliv- 
ered  superior   service.    At   age    12, 
bought   shares   of  Decca    Records, 
stock  tripled:  ''1  was  sure  it  was  an  easy- 
game";  at  15,  called  Chrv'sler  chair- 
man   with    queries    before    bming: 
"Boy,  did  1  get  in  trouble  with  my 
mother — it  was  a  big  phone  bill." 
Whiz  kid  at  Hanard  Business  School; 
Wall  Street  "gunslinger,"  managed 
over  S25  million  for  clients  at  23. 
Quit  early  1970s  to  buy  unpopular 
companies  in  fragmented  industries: 
specialty-  insurance,  food  distribution, 
fire  protection.  "The  measure  of  a 
person  is  what  they  do.  Words  are 
cheap."  Estimated  worth  over  S320 
•  million. 


Richard  £.  Jacobs 

Shoppmg  centers.  Lake  wood,  Ohio; 
NYC.  66.  Divorced,  3  children.  Raised 
Akron,  father  sold  Goodyear  blimps. 
Dick  and  his  brother  Dave  sold  real 
estate  after  World  War  II;  assembled 
sites  for  then  fledgling  mall  developer 
Edward  DeBartolo  (wfhch  see).  With 
partner  Dominic  Visconsi,  built  o\mi 
mall  Columbus,  Ohio  1962;  now 
over  40  malls,  more  than  40  million 
square  feet  nationwide.  Visconsi  is 
still  financially  involved.  Dick  is  the 
driving  force,  dealmaker;  Dave  han- 
dles architecture,  construction,  has 
minority-  position.  Also  27  Wendy's 
franchises,  Marriott  hotels,  Cleveland 
(baseball)  Indians.  Major  partner 
Dick's  net  worth  is  estimated  at  S320 
million. 

A.  Donald  McCulloch  Jr. 

Dieting.  Blue  Bell,  Pa.  44.  Mamed,  2 
sons.  Bom  Boston;  age  8  when  father 
died;  raised  by  schoolteacher  mother. 
Academic  scholarship  Harvard, 
M.B.A.  Career  in  corporate  market- 
ing, turnarounds.  Hired  as  chief  exec- 
utive of  stniggling  Nutri/System  diet 
center  1985:  "They  were  so  hungry 
for  leadership  that  I  got  a  standing 
ovation."  In  1986,  with  3  partners, 
bought  out  founder  in  $70  million 


leveraged  buyout  on  SI 0,000  cash, 
S2  million  in  home  mortgages.  By 
1989  revenues  S251  million.  But 
since  then,  many  lawsuits  filed  claim- 
ing gallbladder  damage.  Much  ad- 
verse publicity ;  company's  then  num- 
ber one  franchisee,  Kcegan  Manage 
ment,  sold  nearly  all  its  centers.  Entire 
diet  industry  took  a  beating.  McCul- 
loch's  74.5%  now  estimated  worth 
S320  nullion. 

B.  Francis  Saul  11 

Banking,  real  estate.  Chevy  Chase, 
Md.  59^  Married,  5  children.  Heir  to 
Washington,  D.C.  real  estate  compa 
ny  founded  by  grandfather  1892. 
Formed  BE.  Saul  Real  Estate  Invest- 
ment Trust  1964;  took  private  1988, 
rough  years  since.  Started  Chevy 
Chase  Federal  Savings  Bank  in  trailer 
(still  in  place)  at  shopping  center 
1969;  now  one  of  largest  consumer 
banks  in  Maryland,  holding  own  in 
troubled  industry.  Two  sons  should 
be  fourth  generation  in  family  busi- 
ness, although  one  is  facing  insider 
trading  charges,  trial  pending.  Owtis 
at  least  a  dozen  real  estate,  financial 
service  operations.  Philosophy:  "Be 
conservative;  build  long-term  values. 
I'm  not  a  trader."  Stay^  well  out  of  the 
public  eye.  Fortune  estimated  at  S3 1 5 
million. 


Donald  Trump 
Once  our  brat- 
tiest  billionaire, 
now  off  our  list. 
Tramp  continues  to 
put  fancy  (and,  in 
this  marfcet,  fanci- 
ful) values  on  his 
real  estate  and  ca- 
sino assets,  but 
the  cash  flows  still 
aren't  covering 
his  interest  costs. 
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OVER  $300,000,000 


Saul  Philip  Steinberg 

Financier.  NYC.  52.  Twice  divorced, 
rcm;irried;  6  children.  Finished  Whar- 
ton in  three  years,  age  19.  Founded 
computer  leasing  firm  1961  with  fa- 
ther's $25,000;  went  public  1965; 
gained  <:ontrol  of  Reliance  Insurance 

1968.  Failed  run  at  Chemical  Bank 

1969.  Took  Reliance  private  1982  for 
$550  million,  public  again  1986. 
Played  junk  bond  market  mid-1980s; 
Reliance  sold  Days  Inns  interests 
1989  for  $765  million.  Has  over  43% 
Reliance,  with  members  of  family, 
trust,  79%;  he,  relatives  paid  millions. 
Sizable  art  collection  featuring  Old 
Masters;  hefty  charitable  contribu- 
tions. Active  in  the  New  York  City 
social  whirl.  Estimated  net  worth  at 
least  $315  million. 


Floyd  Dewey  Gottwald  Jr. 
Bruce  Cobb  Gottwald 

Brothers.  Ethyl  Corp.  Richmond,  Va. 
Floyd  Jr.:  69.  Married,  3  sons.  Bruce: 


58.  Married,  3  sons.  Both  attended 
Virginia  Military  Institute.  Sons  of 
Floyd  Sr.  (d.  1982)  who  climbed 
ladder  from  office  clerk  1918  to  presi- 
dent Albemarle  Paper  Manufacturing 
1941.  After  1962  merger  with  Ethyl, 
Floyd  Sr.  sold  paper  outfit  for  $55 
million  1968.  FLthyl's  main  product, 
gasoline  antiknock  compound  THL, 
contained  lead,  ran  afoul  of  the  Envi- 
ronmental Protection  Agency.  Sons 
adapted;  diversified  into  aluminum, 
plastics,  insurance,  pharmaceuticals. 
Now  leading  U.S.  producer  pain  re- 
liever ibuprofen  (Nuprin);  contains 
no  lead.  Spun  off  aluminum,  plastics, 
energy  divisions  into  Tredegar  Indus- 
tries 1989,  headed  by  Floyd  Jr.'s  son 
John.  Floyd  Jr.,  chairman  1968,  CHO 
1970;  Bruce,  president  1969.  Last 
year  sales  of  $2.5  billion.  Brothers' 
19%  of  Ethyl  (Tredegar  holdings  mi- 
nor) worth  some  $630  million. 

M.  Larry  Lawrence 

Real  estate.  Coronado,  Calif  65. 
Three  times  divorced,  remarried;  3 


John  Johnson 
The  legendary 
entrepreneur 
hocked  his  moth- 
er's furniture  to 
start  Negro  Di- 
gest in  1942,  add- 
ed Ebony,  Jet; 
later,  cosmetics.  In 
1985  he  started 
Ebony  Man  (circ. 
270,000).  In  the 
crowded  male  seg- 
ment, it  has  held 
on  despite  today's 
ad  drought. 


children.  Chicago-born.  Poor,  slept 
on  bed  in  living  room.  "I  never  knew 
anyone  who  lived  in  a  single -family 
home  until  I  went  to  college." 
Worked  in  deli  age  9.  Played  pro 
football,  worked  as  carpenter;  started 
building  homes.  To  San  Diego  195 1 . 
Bought  run-down  Hotel  del  Corona- 
do  to  get  land  1963;  cost  under  SIO 
million.  Thought  about  demolition, 
reconsidered.  Over  10  years  poured 
SI 00  million  into  hotel  repairs.  Now 
principal  asset,  estimated  worth  over 
$200  million.  Also  owns  office  build- 
ings, construction  company.  Active  in 
stock  market.  Deal  junkie.  Liberal 
Democrat.  Net  worth  estimated 
around  $315  million. 


Robert  J.  Congel 

Shopping  malls.  Fayetteville,  N.Y.  56. 
Married,  5  children.  Son  of  Syracuse 
construction  .  uperintendent.  Ford- 
ham  degree  1958,  then  won  SI 3,000 
water  pollution  control  contract;  dug 
cellars  a.m.,  laid  pipe  p.m.  First  shop- 
ping center  1973.  Now  majority'  part- 
ner P\Tamid  Co.,  largest  mall  builder 
in  Northeast.  Tough:  may  kick  out 
tenants  who  fail  to  meet  sales  targets. 
Fights  politicians,  environmentalists, 
local  merchants  to  build;  usually  wins. 
Bought  Bonwit  Teller  last  year  as 
name  anchor  tenant.  Rumored  to 
own  vast  amount  of  office  space,  too. 
Wife,  children  share  trusts,  active  in 
company.  Congel  demurs:  "I  don't 
hardly  own  annhing."  "Hardly  any- 
thing" worth  estimated  $310  million. 


Robert  Charles  Joseph 
Edward  Sabatini  Guccione 

Publishing.  NYc .  59.  Twice  divorced, 
remarried;  5  children.  Bnxiklyn  born 
accountant's  son.  .\t  18,  traveled  Hu- 
rope  drawing  portraits,  telling  for- 
tunes. With  few  ihtnisand  trom  fa- 
ther, started  U.K.  mailorder  sales  of 
l\S.  girlie  magazines,  pinups. 
F\t>l\cd  Penthouse  idea:  grittier, 
more  pubic,  more  Huri>fX"an. 
Launched  London  1965;  U.S.  1969. 
later,  Omni,  lA>ngevirN,  Ftiur 
Wheeler;  bought  Saturday  Review, 
Compute!,  3  automotr\c  trade  maga- 
zines. Will  bring  Pcntluiuse  to  lur- 
kc\ ,  lapan  m  fall;  Poland  stx>n  attcr. 
Bought  impressionists:  estimated  $70 


260 


Forl-KTs  400  ■  tVtolvr  2  L  1  ^1 


It's  a  whole  new  deal  for  American  business.  Lanier 
gives  you  the  right  to  a  free  replacement  copier  if  you 
decide  your  new  Lanier  copier  is  not  performing  to 
your  satisfaction.  Plus  we  guarantee  it  to  be  up  and 
running  98%  of  the  time.  You're  guaranteed  a  looner  if 
your  system  is  down  more  than  8  hours.  And  you're 
guaranteed  a  24-hour  toll-free  Hot  Line  for  any 


questions  you  might  have  after-hours.  So  for  more 
productivity  call  1-800-852-2679.  And  get  all  the 

details  on  the  latest  American  document  to  guarantee 
freedom:  The  new  Lanier  Performance  Promise. 


So<T»  rwlriclKKH  oppty  Sm  your  Uini«  Cop*  «•»)»«•<•*»•  kx  W  d*»t» 


Name; 


Company: 


Address: 
City; 


State; 


^ip; 


Phone; 


Moil  to  Lanier  Information  Center,  P.O.  Box  785 
Dayton,  Ohio  45401  or  Fax  to:  (513)  252-9703. 

Please  send  me  free  infomxition  about  Lanier 
ul  Copiers  J  Fax  -I  Dictation 


LANfER 

COPYING     SrSItMS 


^  MARRIS 


FRB-102191 


lift  ruHbtb  ruuK  nununtu 


OVER  $300,000,000 


million.  Extravagant  New  York  City 
town  house  (silver- lined  swimming 
pool);  67-acre  estate;  Atlantic  City 
holdings.  Estimated  worth  around 
$310  million. 

Ernest  Gallo 
Julio  Gallo 

Brothers.  Wine.  Modesto,  Calif.  Er- 
nest, 82;  Julio,  81.  Each  married,  2 
children.  Italian  immigrant  father  Jo- 
seph bought  230-acre  Modesto  vine- 
yard 1930s;  despondent  over  Depres- 
sion and  ill  health,  shot  and  killed 
wife,  self  Six  weeks  later  sons  went  to 
local  public  library,  read  winemaking 
pamphlets,  started  pressing  with 
$6,500;  keeping  labor  in  the  family, 
able  to  sell  wine  1933  at  50  cents  per 
gallon;  later,  gained  significant  mar- 
ket advantage  with  vertical  integra- 
tion. Chairman  Ernest  stormed  dis- 
tributors with  Gallo  products,  consid- 
ered marketing  genius.  Thunderbird 
first  major  success:  connoisseurs  re- 
ject, winos  don't.  Constant  effort 
since  to  upgrade  product  image:  re- 
cently withdrew  "fortified"  wines 
(Thunderbird,  Night  Train  Express) 
from  many  stores  nationwide.  Sued 
younger  brother  Joseph,  dairy  farmer, 
for  putting  family  name  on  his  cheese; 


Joe  countersued  for  third  of  winery, 
lost  both  fights.  Julio  still  runs  the  lab, 
Ernest  the  office  ("I  have  no  better 
place  to  go"),  but  winery  now  direct- 
ed by  duo's  4  children.  Gallo  gaining 
share  in  premium  wines,  brandy. 
Brothers  joindy  own  company  esti- 
mated worth  at  least  $600  million. 
Ernest  believed  to  have  large  personal 
stock  portfolio. 

Robert  Boisseau 
Pamplin  Sr. 

Textiles.  Portland,  Ore.  79.  Married, 
1  son.  Raised  penniless;  mother  made 
clothes  from  sugar  sacks.  Rose  to  c:kc) 
of  Georgia-Pacific.  On  day  of  manda- 
tory retirement  bought  tiny  Ross  Is- 
land Sand  &  Gravel — base  for  today's 
$463  million  (sales)  R.B.  Pamplin 
Corp.  with  16  textile  mills:  "It's  not 
that  we  were  interested  in  textiles,  it's 
that  they  were  more  undcr\alued 
than  anything  else."  Also  real  estate. 
Son  Robert  Jr.,  author,  holds  8  de 
grees  (Ph.D.s:  thcolog)-,  business), 
preaches  cross-country,  gave  speech 
at  Pentagon  on  ethics.  Father,  son 
avid  hunters.  With  son,  fortune  esti 
mated  $300  million.  "It's  just  a  lot  of 
fun  and  the  good  Lord  has  been  ver>' 
rewardinu  to  us." 


Barbara  Piasecka 
and  J.Seward 
Johnson  in  tfie 
Bahamas 

After  12  years  of 
marriage  to  his 
former  upstairs 
maid,  he  would  die 
in  1983,  leaving 
her  Johnson  & 
Johnson  stock 
that  would  today 
be  worth  nearty 
$1  billion. 


Malcolm  Austin  Borg 

Publishing,  T\'.  Englewood  and 
Spring  Lake,  N.J.  53.  Married,  3  chil- 
dren. Grandfather  John  wealthy  Wall 
St.  stockbroker,  bought  into  Bergen 
Count)'  (N.J.)  Record  1922;  wholly 
owned  by  family  since  1930.  Consid- 
ered best-written  paper  in  state:  "You 
can't  have  quality'  without  putring 
money  into  it."  From  small  countn- 
daily  to  suburban  powerhouse  (Sun- 
day'circ,  240,000).  Malcolm  took 
over  1971;  brother  sold  out  amicably 
1982.  Macromedia  Inc.  also  owns 
Woodbridge  (N.J.)  News-Tribune 
and  4  w  stations.  Son  John,  29,  chief 
operating  officer  for  the  Hong  Kong 
Standard;  probable  successor  to 
newspapers;  Jennifer,  26,  NYC  attor- 
ney; Stephen,  2^,  learning  alx^ut  iv. 
Fortune  esnmated  at  $300  million. 


Marshall  Edison  (Doc) 
Rinker  Sr.  and  family 

C-oncrctc.  Palm  Beach.  86.  Widowed, 
remarried;  3  sons.  Nicknamed  "Dck" 
after  close  family  diKior;  amved  Flor- 
ida in  Mcxicl  t  1925  "flat  bix>kc." 
Founded  Riiiker  Rtvk  &  Sand  Co. 
1926.  Eitelongdevinion  to  work:  12- 
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hour  workdays  standard.  Schedules 
staff  meetings  6:30  a.m.  "You  relax  all 
the  time,  you  die."  Slow  start,  eventu- 
ally built  largest  Florida  supplier  of 
readv-mix  concrete.  Son  became 
president  1982;  left  1983.  Sold  out  to 
Australian  CSR  Ltd.  1988  for  S515 
million;  Rinker  stake  71%.  Doc  still 
consultant  to  old  firm,  handles  port- 
folio worth  some  S300  million.  "I'm 
going  to  keep  going  until  I  die.  Then 
God  can  handle  it." 

D.  Dean  Rhoads 

Industrialist.  N.  Palm  Beach,  Fla.  64. 
Divorced,  3  sons.  Raised  poor  in  Fort 
Wayne,  walked  to  one-room  school- 
house.  "We  barely  had  enough  mon- 
ey for  food  and  no  mone\'  at  all  for 
clothing."  Attended  Indiana  U.  In- 
ventor. With  S 1 ,000  formed  Lincoln 
Mfg.,  age  29,  to  make,  market  over  50 
personal  inventions — e.g.,  containers 
that  kept  food  hot  for  more  than  4 
hours.  Added  products;  grew  to  inter- 
national company;  sold  to  Alcoa 
1976.  Formed  Worldmark  Group 
(holding  company)  1976.  Expanded 
by  acquisition:  radio  stations,  metal 
processing,  travel,  real  estate,  etc. 
Fort)'  companies  worldwide;  compa- 
ny sales  figure:  S655  million.  Pilot, 
now  into  jets.  Believed  to  be  worth 
$300  million  or  more. 


Lavinia  M.  Currier 
Michael  S.  Currier 
Andrea  B.  Currier 

Sisters  and  brother.  Inheritance. 
Great-grandchildren  of  Andrew  Mel- 
lon (see  Mellons,  Scaife,  May).  Siblings 
aged  6  to  11  when  parents  Audrey 
Bruce  Currier,  Stephen  Currier  killed 
plane  crash  Bermuda  Triangle  1967; 
grandmother  Ailsa  died  1969.  As 
kids,  recipients  of  generous  trusts. 
Paternal  grandfather  David  K.E. 
Bruce  ser\'ed  as  ambassador  to  4 
countries;  Congress  adjourned  early 
on  wedding  dav,  1929.  Lavinia 
("Vinnie"):  The  Plains,  Va.  34.  Sin- 
gle. Jet-setter  with  country  lifest\'le 
on  family  estate,  Kinloch  Farms.  Mi- 
chael: NYC.  30.  Single.  Active  in  family 
investments,  philanthropies.  Andrea: 
The  Plains,  V'a.  35.  Divorced,  remar- 
ried; 2  children.  Operated  upscale 
restaurant  1980s.  With  husband  lives 
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If  you  re  a  Jack  Daniel  s  drinker  we'd  like  to  hear  from  you  How  about  dropping  us  a  line' 

FROM  THE  LOOK  OF  THINGS  in  Jack 
Daniel's  Hollow,  there's  a  touch  of  autumn  in 
the  air. 

Seeing  two  of  our  employees  toss  a  football 

around  reminds  us  that  fall  is  rapidly  approaching 

And  we  hope  the  signs  are  equally 

evident  wherever  you  happen  to  live. 

Somehow,  we've  always  felt  our 

Tennessee  Whiskey  tastes  best  in  p»^J        ili 

the  cool  air  of  autumn.  A  lot  of  our       l^^" 

drinkers  feel  that  way  too.  So  we 

see  no  reason  to  delay  your  first 

toast  to  the  season. 

SMOOTH    SIPPIN' 
TENNESSEE    WHISKEY 


Tennessee  Whiskey  •  40431  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 

JKk  Daniel  Distillery.  Lem  Motlow.  Proprietor  Route  I.  Lynchburi  (Pop  361).  Tennessee  37352 

Placed  in  the  National  Register  of  Historic  Placesbythe  UnitadStatts  Government. 
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on  Kinloch  Farms,  uses  family  name. 
i.ach  sibling  estimated  $300  million 
or  more. 

James  Emmett  Evans 

Citrus.  Dade  City,  Fla.;  Highlands, 
N;C.'9^1.  Widowed,  divorced;  2  chil- 
dren. Former  Georgia  Ford  salesman, 
went  to  Florida  with  $500.  Purchased 
first  orange  grove  mid- 1920s;  be- 
came mayor  Auburndale  1925.  Since, 
minded  business:  built  to  over  33,000 
acres  orange,  grapefruit  groves;  one 
of  largest  independent  growers.  All 
oranges  to  Tropicana,  most  grapefruit 
to  Japan.  "Older  than  dirt  and  mean- 
er than  a  snake."  Nicknamed  "The 
Wheel,"  as  in  wheeling  and  dealing, 
(used  to  track  commodities  market); 
still  hard  at  work:  "I'm  not  old 
enough  to  retire."  Both  children,  2 
grandsons  active  in  business.  Gave  up 
golf,  plays  gin  rummy  at  his  house 
with  same  card-playing  pals  for  40 
years.  Profits  up,  groves  alone  esti- 
mated over  $300  million.  Gin  win- 
nings unknown. 


Richard  Jerome  O'Neill 
Alice  O'Neill  Avery 
and  family 

Brother  and  sister.  Inheritance,  real 
estate.  Grandfather  Richard  O'Neill 
left:  catde  business  in  Ireland  to  man- 
age friend's  vast  southern  California 
ranch  in  exchange  for  half  the  land. 
Grandchildren  inherited  52,000  acres 
1943,  sold  parcels  steadily.  Devel- 
oped 10,000-acre  Mission  Viejo  tract 
mid-1960s  with  Donald  Bren  (which 
see),  later  purchased  by  Philip  Morris 
for  $72  million.  Currentiy  developing 
5,000-acre  planned  community  Ran- 
cho  Santa  Margarita,  Orange  County, 
headed  by  Alice's  son  Anthony 
Moiso.  Richard:  San  Juan  Capistrano, 
Calif  68.  Married,  no  children.  "Un- 
cle Dick"  known  for  sloppy  appear- 
ance, penchant  for  mismatched  socks. 
Ranching  interests  Mexico,  Nicara- 
gua; also  Calif  restaurants:  "I  don't 
like  sure  things,  money  in  the  bank; 
money  in  trusts  drives  me  nuts."  State 
Democratic  heavyweight.  Alice:  Lx)s 
Angeles.  74.  Divorced,  widowed;  3 
sons,  7  grandchildren.  Dick  and  Alice, 
family  share  ranch,  other  investments 
estimated  over  $600  million. 


Willis  Harrington  du  Pont 
Edith  du  Pont  Pearson 
and  families 

Inheritance.  Surviving  children  Lam- 
mot  du  Pont  (brother  and  key  asso- 
ciate of  Pierre,  see  family),  president 
Du  Pont  Co.  1926-40,  chairman 
1940-48;  d.  1952.  Editii  (Mrs. 
George  Burton  Pearson  Jr.):  Mont- 
chanin,  Del.  79.  Widowed,  remar- 
ried; 5  children  by  first  marriage. 
Husband  retired  Delaware  judge. 
Willis:  Palm  Beach,  Fla.  55.  Married, 
3  children.  Son  of  Lammot's  fourth 
wife  (other  siblings  by  first).  Citrus, 
banking  investments  in  Florida. 
Brother  Pierre  S.  du  Pont  III  (d. 
1988)  lost  small  fortune  backing 
movies,  was  father  of  Pierre  S.  IV, 
former  governor  of  Delaware,  one- 
time presidential  candidate.  Edith, 
Willis,  with  families,  share  fortune 
believed  to  exceed  $600  million. 

Jack  Monteith  Berry  Sr. 
and  family 

Citrus.  Winter  Haven,  Fla.;  Blowing 
Rock,  N.C.  74.  Married;  son,  2 
daughters.  Berry  Sr.  left  native  Ten- 
nessee to  seek  success  in  New  York 
1939,  took  course  to  lose  accent. 
Became  fruit  broker,  by  age  30  had 
own  company.  In  1950s  supermar- 
kets bypassed  brokers;  Berry  moved 
to  Florida,  grew  citrus.  In  1960 
planted  6,000  acres;  now  one  of  last, 
largest  independents:  over  20,000 
acres  mosdy  south  of  freeze  zone; 
also  3  plastics  plants,  box  plant. 
Claimed  too-low  Forbes  estimate 
hindered  his  efforts  to  sell  company 
at  good  price.  Recently  handed  over 
portions  of  citrus  business,  some  real 
estate  to  son  Jack  Jr.  and  daughter 
Ruth.  Still  largely  in  charge.  Com- 
bined wealth  estimated  over  $300 
million. 

August  Christopher  Meyer 

Broadcasting.  C'hampaign,  111.  90. 
Widowed,  1  son  in  business.  Was 
successful  lawyer  in  hometown 
Champaign.  Invested  in  local  T\'  sta- 
tion 1953.  ''We  started  out  losing 
money.  I  had  to  get  more  in\c>lved 
than  I  intended  to."  Bought  San  Die 
go  IV  station  1964  for  $11  million. 
Now  Midwest    Television:   3    lA,  4 


radio,  practically  debt-fi-ee.  Chairman 
family- controlled  Bank  of  Illinois. 
"Finish  each  transaction  as  if  you 
expected  to  do  business  with  that 
person  again  tomorrow."  Son  August 
Jr.  (Chris)  running  stations  since 
1976;  Sr.  still  semiactive  chairman. 
Media  properties  down  in  value,  but 
still  believed  to  be  worth  some  $300 
million. 


Stanley  Stub  Hubbard 

Broadcasting.  St.  Mary's  Point, 
Minn.  58.  Married,  5  children.  Father 
Stanley  Eugene,  94,  founded  first 
(but  unsuccessfiil)  U.S.  commercial 
airline.  Built  one  of  Minneapolis'  first 
radio  stations  1923  (wamd — "Where 
All  Minneapolis  Dances"),  added 
television  1948.  Business  grew  steadi- 
ly. Stanley  Stub  took  over  after  dad's 
stroke,  198 1 .  Now  9  T\',  2  radio.  "We 
are  moving  ahead."  Getting  into  di- 
rect broadcast  satellite  TV':  direct  satel- 
lite feeds  to  homes,  using  18-inch 
dishes  costing  S300  to  S700.  Conus 
satellite  news  ser\'ice  with  at  least  135 
member  stations.  Invested  SI 00  mil- 
lion in  All  News  Channel  joint  ven- 
ture with  Viacom;  Also  Sk>'  Channel 
(doing  poorly.)  "I'm  always  working, 
always  on  the  phone."  Estimated 
$300  million. 

Orvon  Gene  Autry 

Broadcasting,  baseball.  L.A.  84.  Wid- 
owed, remarried;  childless.  Raised  on 
Oklahoma  ranch,  a  "barefoot  cotton- 
chopping  tarmboy."  Worked  as  tele- 
graph operator,  railroad  worker.  Dis- 
covered by  Will  Rogers  while  pla>ing 
guitar  on  railroad  depot:  "Boy,  you 
pick  good."  Became  "Oklahoma's 
yodeling  cowboy."  Went  Holly- 
wood; only  person  with  5  stars  on 
Walk  of  Fame:  movies,  n',  radio,  re- 
cordings, personal  appearances. 
Bought  first  radio  station  1 952,  sold  7 
radio,  lA"  stations  1982-83;  still  has  4 
radio.  Bought  Calif  (baseball)  Angels 
1961  cheap.  Also  securities,  real  es- 
tate. Palm  Springs  hotel.  Estimated 
worth  some  $300  million. 

Michael  Dell  • 

Computers.  Austin,  Tex.  26.  Mar 
ricd.  As  teenager,  ran  stamp  and  coin 
auctions  on  weekends,  earned  thou- 
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sands  selling  newspaper  subscriptions 
to  newlyweds.  Began  U.  of  Texas 
premed;  sidetracked  selling  comput- 
ers out  of  dorm  room;  dropped  out 
sophomore  year,  confident  he  could 
make  $1  million  a  month  dealing  IBM- 
compatible  systems  directly  to  end 
users  at  bargain  prices.  Privately  fi- 
nanced Dell  Computers  1987;  first 
public  offering  1988,  second  early 
1991  with  eye  to  international  expan- 
sion. Normal  distribution  channels 
baffled  by  Dell's  telemarket  approach. 
"If  you  were  writing  a  book  on  my 
company,  you  would  only  be  on  page 
four."  His  stock  recendy  worth  $300 
million. 


Richard  Palmer 
Kaleioku  Smart 

Inheritance,  ranching.  Honolulu  and 
Waimea,  Hawaii.  78.  Divorced,  2 
sons.  Heir  of  John  Palmer  Parker, 
New  England  seaman  who  jumped 
ship  1809  to  Hawaii's  big  island. 
Hired  by  King  Kamehameha  to  kill 
island's  unruly  "wild"   cattie.   Got 


along  well  with  king;  married  his 
granddaughter  Keliikipikaneokaolo- 
kaha  (later  known  as  Rachel);  re- 
ceived small  land  grant.  Built  into 
famous  Parker  Ranch:  today  21 1,000 
acres;  50,000  (domesticated)  cattle. 
Descendent  Richard,  afi:er  25 -year, 
moderately  successftil  theater  career, 
took  over  1959.  Collects  impression- 
ist paintings  and  sculptures  from 
Ming  and  T'ang  dynasties.  Fortune 
estimated  worth  at  least  $300  million. 


Joseph  Alexander 
Hardy  m  and  family 

Building  supplies.  Farmington,  Pa. 
68.  Married,  5  children.  Left:  fatiier's 
jewelry  store,  started  building  sup- 
plies outiet  1952  with  two  brothers, 
Ryan  Homes  founder  Ed  Ryan.  Split 
1957  to  build  84  Lumber  Co.;  retail 
yard,  originally  serviced  do-it-your- 
selfers, cut-price  cash-and-carry,  low 
overhead;  now  360  dimly  lit,  unheat- 
ed  stores.  Transferred  40%  to  daugh- 
ter Maggie,  25,  with  whom  operates 
Nemacolin  Woodlands,  posh  Pa.  re- 


GenerosoPope  Jr. 

His  death  in  1988  started  a  frenzy  among  publishers 

hoping  to  buy  his  Nationai  Enquirer, 

which  he  bought  for  a  song  in  1952 

and  shrewdly  edited  into  the  archetypal 

Uue-  and  pink-collar,  checkout-counter 

tabloid.  Winning  bM:  $412.5  million, 

from  McFadden  Holdings  Inc. 


sort/spa/conference  center.  Often  at 
Christie's  auctions;  also  collects  Stan- 
ley Steamers.  "I'm  not  immortal,  but 
I  plan  like  I'm  30."  Bought  British 
tide  1990.  Lord  of  die  Manor  of 
Henley-in-Arden  estimated  worth 
over  $300  million. 

Robert  Einar  Petersen 

Publishing.  Beverly  Hills.  65.  Mar- 
ried. Son  of  Calif,  auto  mechanic; 
worked  as  short-order  cook,  pumped 
gas;    was    movie    studio    publicist. 
Turned  hobby  into  magazine  with 
$400  and  partner:  hawked  Hot  Rod 
for  25  cents  at  races  1948.  Bought  out 
partner    1950,   expanded.    Petersen 
Publishing  now  16  monthlies  (e.g.. 
Motor  Trend,  Guns  &  Ammo,  Skin 
Diver),  7  bimonthlies.  Bought  Sport 
magazine  1988.  First  man  to  kill  polar 
bear  with  revolver,   1965.   "It  was 
shoot  or  be  fatally  mangled."  Pursues 
what  his  magazines  cover  "except  for 
Teen."  "We're  a  good  medium  for  a 
lot  of  what  advertising  is — beer,  ciga- 
rettes, cars,  all  those  good  things." 
Also  good  for  over  $300  million. 

Virginia  McKnight  Binger 

Inheritance.  Wayzata,  Minn.  75. 
Married,  3  children.  Only  child  of 
William  McKnight,  South  Dakota 
farm  boy  who  climbed  then-tiny  3M's 
corporate  ladder  from  bookkeeper, 
1907,  to  head  company;  died  1978, 
left  $500  million  fortune  to  founda- 
tion, daughter.  Virginia  honorary 
chairwoman  of  nearly  $1  billion 
McKnight  Foundation,  has  own 
foundation,  vmb,  for  Minneapolis 
poor.  With  husband  James  (former 
Honeywell  ceo),  runs  Broadway's  Ju- 
jamc>'n  Theatre  chain  (now  showing 
The  Secret  Garden,  etc.).  Tartan  horse 
farm,  Florida,  to  become  golf  course, 
condos.  "Every  day  is  different  be- 
cause I  have  so  many  interests."  Her 
3M  stock,  etc.,  worth  more  than  $300 
million. 

Gary  Campbell  Comer 

Lands'  End.  Chicago.  63.  Married,  2 
children.  Avid  sailor,  competed  1968 
Olympic  trials.  Skipped  college. 
Award-winning  cop\Avritcr  Young  &: 
Rubicam  1952-62.  Started  lands' 
End  1963  as  sailing  equipment  com- 
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pajvv.  Typo  in  first  brochure,  hence 
apostrophe  in  company  name  on 
^ATong  side  of  the  "s."  But  turned  a 
profit  in  3  years;  kept  apostrophe. 
Customers  began  to  demand  cloth- 
ing: dropped  boat  hardware  1977. 
Took  public  1986.  Now  offers  high- 
quality  merchandise  through  mail- 
order catalogs  (1990  sales,  $604  mil- 
lion); mailing  list  12.5  million.  Com- 
pany dogged  with  inventory 
overstocks;  3  specialty  catalogs  start- 
ed last  year.  Rise  in  stock  returns  him 
to  this  list;  estimated  $300  million. 


Louis  Thalheimer 
Ruth  Blaustein  Rosenberg 
and  family 

Inheritance.  Baltimore.  Heirs  of  Lith- 
uanian immigrant  Louis  Blaustein 
(1869-1937),  who  invented  prede- 
cessor of  modern  rr  tank  car;  only 
son,  Jacob  (d.  1970),  pioneered  me- 
tered gas  pump,  drive-in  stations, 
antiknock  gasoline.  Family  company, 
American  Oil,  merged  with  Standard 
Oil  of  Indiana  for  5.25  million  shares, 
(now  estimated  16.7  million  shares). 
Part-time  diplomat:  convinced  U.N. 


conferees  to  accept  human  rights  pro- 
visions 1945.  Jacob's  son  Morton 
died  December  1990,  choked  while 
eating.  Wife,  daughters,  etc.  likely 
inherited  estate  worth  $600  million 
or  more.  Jacob's  sister  Ruth:  92.  Wid- 
owed, 3  children.  Peabody  Conserva- 
tory of  Music  $3  million  pledge  on 
her  behalf  Her  portion  estimated 
$300  million.  Her  only  son,  Henry 
Jr.:  61.  Divorced,  remarried;  3  chil- 
dren. CEO  and  president  family-con- 
trolled Crown  Central  Petroleum, 
votes  most  shares.  Louis  (grandson  of 
Jacob's  deceased  second  sister  Fan- 
ny): 47.  Married,  3  children.  Sports 
lover;  CEO  and  president  of  family 
company,  Atapco.  Controls  interest 
estimated  at  least  $300  million. 


Viola  Sommer 

Inheritance.  Great  Neck,  N.Y.  Late 
60s.  Widowed,  3  children.  In  1930s, 
1940s,  husband  Sigmund  Sommer 
built  small  apartment  buildings 
Brooklyn,  single-family  homes  N.J. 
By  mid-1970s,  shopping  malls,  huge 
luxury  apartment  buildings.  Owned 
top  Thoroughbred  money-winner 
1971-72  and  died  of  heart  attack  at 


racetrack  1979.  Lawsuits  over  estate 
say  lawyers  sold  real  estate  worth 
$100  million  for  $10  million,  took 
huge  fees,  interest-fi-ee  loans.  Heirs 
obliged  to  pay  $430,000  legal  fees  to 
attorney  they  have  tried  to  fire  since 
1989;  judge  deliberating  on  another 
$170,000.  Appeals  pending.  Net 
worth  beheved  over  $300  million 
anyway. 

Michael  Robert  Forman 

Real  estate,  movie  theaters.  56.  Bel 
Air,  Calif  Divorced,  remarried;  2 
sons,  daughter  fi-om  first  marriage. 
Father  started  drive-in  empire  1940s, 
bought  vacant  land  for  theaters  near 
soon-to-be-completed  Los  Angeles 
freeways:  land  eventually  perfect  sites 
for  shopping  centers,  etc.,  appreciat- 
ed several  hundredfold.  Later  ex- 
panded into  walk-in  theaters  around 
California,  elsewhere.  Died  1981. 
Son  Michael,  very  private,  reportedly 
philanthropic,  passed  active  manage- 
ment of  family  fortune  to  no-holds- 
barred  money  manager  Jim  Cotter. 
With  Cotter's  canny  investments,  oc- 
casional takeover  bids,  Forman  be- 
lieved worth  over  $300  million. 


HOW  A 

BILUQN  DOLLARS 

IS  MAKING  A  WORLD 
OF  DIfTERENCE. 


Marc  Rich 
He  started  the 
1980s  filing  his 
fonner  employ- 
er, Phibro.  Now 
he's  starting  the 
1990s  owning  it. 
The  consummate 
middleman,  Rich  is 
wanted  on  crimi- 
nal tax  evasion 
charges,  yet 
counts  among  cus^ 
tomers  for  his 
metals  the  U.S. 
Mint. 


\^^lliam  Edward  Simon 

LBOs.  New  Vernon,  N.J.  63.  Married, 
7  children.  After  Lafayette  College, 
traded  munis  on  Wail  Street;  later  was 
head  government  trader  for  Salomon: 
"Don't  try  to  get  intellectual  when 
you're    in    the    marketplace.     Just 
trade."    Treasury    Secretar>'    under 
Ford:  "Government  is  a  menace." 
Pioneer  lbo  firm  with  Ray  Chambers, 
1981-86;  bought  underpriced  cash- 
rich  companies  in  mature  industries. 
Partnership  split;  soon  teamed  with 
Gerald  Parsky  (ia  lawyer)  as  vvsGP 
International  to  invest  in  Pacific  Ba- 
sin. Duo  still  recovering  from  shaky 
start  in  s&Ls — hit  hard  when  govern- 
ment  altered   capital    requirements. 
Recently  sold  healthy  Honfed  Savings 
for  big  profit,  though.  Opened  muni 
firm  near  New  Jersey  home  1990  with 
personal  SIO  million;  believed  still 
worth  $300  million. 

Burton  Paul  Resnick 

Real  estate,  nyc  and  Rye,  N.Y.  54. 
Married,  3  children.  Late  father.  Jack, 
started  small  Bronx  construction  firm 
1928;  built  in  Manhattan  1950s.  Burt 
joined  Jack  Resnick  &  Sons  after  U.  of 


Recently,  The  Equitable  further  strengthened 
its  financial  base  through  a  $1  billion  invest- 
ment from  AXA.  one  of  Europe  s  largest  insur- 
ers. The  global  alliance  created  by  this  invest- 
ment gives  both  companies  an  unprecedented 
oppormnity  to  expand  their  worldwide  presence 
and  an  almost  unlimited  potential  for  growth. 
THE  TIMING  IS  RIGHT. 

The  need  for  stability  in  the  insurance  and 
financial  services  industries  has  never  been 
more  important.  Globalization  and  deregula- 
tion are  increasing  more  quickly  than  ever,  and 
worldwide  investing  on  a  24-hour  basis  has 
become  a  reality 

And  now  The  Equitable  and  AXA  are 
strongly  positioned  to  take  maximum  advan- 
tage of  these  changes. 

THE  FIT  IS  RIGHT. 

A  major  factor  that  will  contribute  to 
the  success  of  this  new  association  is  the  excel- 
lent fit  between  the  two  companies.  In  insur- 


ance operations,  AXA  relies  heavily  on  an 
agency  system  to  deliver  its  products;  The 
Equitable  s  sales  force  of  over  9,000  agents  is 
recognized  as  one  of  the  most  productive  and 
professional  in  the  U.S.  insurance  business. 

We  both  have  strongholds  in  insurance 
markets  that  don't  overlap:  The  Equitable  in 
individual  life  and  annuities  in  the  U.S.,  and 
AXA  primarily  in  property  and  casualty  in 
Europe.  And  s'ince  the  U.S.  is  the  world's  larg- 
est insurance  market  and  the  European  Com- 
munity is  expected  to  become  the  world's 
largest  unified  market  after  1992,  the  future 
looks  bright  indeed  for  this  new  global  alliance. 

In  investment  operations.  The  Equitable 
and  AXA  should  be  an  especially  powerful 
force.  Together  we  manage  well  over  $180 
billion  in  assets,  which,  if  combined,  would 
create  one  of  the  world's  largest  institutional 
investors.  And  when  you  add  AXAs  investment 
knowledge  and  distribution  capabilities  in 


THE 


Europe  to  The  Equitable 's  in  the  U.S.,  you 
open  doors  for  countless  joint  investment 
opportunities  all  over  the  world. 

THE  PHILOSOPHY  IS  RIGHT. 
Yet  another  big  plus  to  this  association  is 
the  philosophical  fit  of  the  two  companies. 
Both  consist  of  people  who  are  committed  to 
excellence,  take  pride  in  their  professionalism 
and  are  dedicated  to  building  great  financial 
institutions  by  providing  quality  ser\ice  to 
policyholders  and  investment  clients.  These 
are  people  who  will  make  the  most  of  new 
opportunities. 

At  The  Equitable,  we're  looking  forward 
to  a  world  of  opportunities.  And  a  future  fille 
with  growth  for  us,  AXA  and  of  course, 
our  clients. 

To  learn  more,  please  write  to  Richani  H . 
Jennjtte,  Chaimian  and  CEO,  or  Joseph  J.  Melo 
President  and  COO,  at  The  Equitable,  787 
Seventh  Avenue.  Dept.  A,  New  ^bri;.  NY  10019 


EQUITABLE 


STRENGTH  IN  NIMBERS 


0 1991  The  EquttaNe  Ufc  Assunnoe  Soaety  of  (he  Unaed  Sun.  NY.  NY  > 
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Chicago  1956;  developed  residential 
projects;  still  has  1,200  Manhattan 
apartments;  frequendy  partners  with 
iVthur  Belfer  (which see).  After  1970s 
real  estate  crash,  bought  older  Man- 
hattan buildings,  built  others;  last 
year  bought  70 -year  leasehold  on  ele- 
gant (but  in  need  of  rehab)  40  Wall 
Street  for  $77  million  from  the  estate 
of  Ferdinand  Marcos.  Still  controls 
some  6  million  square  feet  nyc  office 
space.  Burt  runs  show  estimated  over 
$300  million. 

Jack  Parker 

Real  estate,  nyc;  Boca  Raton,  Fla.  76. 
Married,  2  children.  Former  lumber 
salesman   who   went   into    business 
1946,  sold  out  1954  to  retire — stood 
it  all  of  three  weeks.  Major  developer 
NYC's   borough   of  Queens    1950s; 
then  in  Manhattan,  New  Jersey,  Flori- 
da. Earned  estimated  $150  million 
co-oping,  invested  in  suburban  offi- 
ce/hotel projects.  Built  nyc's  Parker 
Meridien    Hotel    1981.    Grandson 
Adam  Click  heir  apparent.  Parker's 
philosophy:  Build  lots  of  small  pro- 
jects instead  of  one  big  one   (not 
counting  Meridien).    "We'd  rather 
make  a  small  profit  than  take  a  big 
loss."  Now,  "I'm  trying  to  find  some- 
thing to  do  with  my  money."  But 
with  real  estate  in  decline,  his  fortune 
estimated  $300  million. 

John  Quentin  Hammons 

Hotels.  Springfield,  Mo.  69.  Married, 
no  children.  Taught  school,  worked 
on  Alaskan  highway;  WWII  Navy. 
Postwar    began    concrete    products 
business;  went  bust   1948,  leaving 
Hammons  $57,000  in  debt.  Unde- 
terred, moved  into  building  apart- 
ments, shopping  centers;  cleared  debt 
in  year  and  a  half  With  partner  Roy 
Winegardner,  purchased  Holiday  Inn 
franchises    beginning    1959.    After 
building  31  hotels,  sold  for  hi  stock 
1970  (Roy  later  hi  chairman  1979- 
83);  kept  building.  Maintains  88  inns, 
including    5    Embassy    Suites,    and 
building  more.  Additional  real  estate 
across  country.  Endowed  Springfield 
heart     institute     and     architecture 
school.    Not   slowing   down.    "I've 
picked  my  retirement  date — Oct.  1, 
2011."  Net  worth  estimated  about 
$300  million. 
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Edmund  Wattis  Littlefield 

BHP  Utah  International.  Burlingame, 
Calif  77.  Married,  3  children.  Crand- 
son  of  E.G.  Wattis,  who  cofounded 
ui's  predecessor  with  famed  Eccles 
banking  family.  At  age  14,  water  boy 
for  firm's  construction  crew  in  Og- 
den,  Utah.  Brief  stint  Standard  Oil 
1938;  after  WWII,  worked  for  large 
dairy  company.  Moved  over  to  ui 
195 1 ,  became  vp  on  condition  he  not 
have  to  hire  founder's  relatives;  by 
time  he  was  president  1961,  Utah 
heavy  in  mining,  ocean  shipping,  de- 
velopment. Merged  with  ge  1976  for 
nearly  $2.2  billion,  total  new  compa- 
ny (with  minerals)  then  worth  about 
$8  billion.  Ed  got  CH  shares  worth 
about  %73>  million;  has  more  than 
tripled  to  recent  $275  million.  With 
other  assets,  worth  $300  million. 


Walter  Herbert 
Shorenstein 

Real  estate.  San  Francisco.  76.  Mar- 
ried; 1  daughter,  1  son.  Son  of  Long 


William  Herbert 
and  Nelson  Bunker 
Hurt 

Sons  and  princi- 
pal heirs  of  legend- 
ary Texas  gam- 
bler and  oilman 
H.L  Hunt,  the 
boys  were  still  bil- 
lionaires and  rid- 
ing high  in  1982. 
But  their  failed 
attempt  to  comer 
silver  has  since 
cost  them  almost 
everything. 


Island  clothier;  WWII  air  force.  Real 
estate  broker  for  SF  firm  1946;  partner 
1951;  bought  company  1960  after 
founder  died.  Built  to  major  player  SF 
real  estate:  bought  famous  Bank  of 
America  building  1985  for  $660  mil- 
lion (almost  all  debt).  Much  equit>'  in 
more  than  2.5  million  sq.  ft.  other 
oftice  space,  3  theaters  run  by  daugh- 
ter. Also  manages  15.5  million  sq.  ft. 
oftice  space  SF,  ntc,  etc.   Big-time 
Democrat  backer.  Grooming  son  as 
successor;  daughter  Carole  succcssftil 
producer      (Tony      award  winning 
Fences,  etc.).  Estimated  worth  over 
$300  million;  he  calculates  it  to  be 
much  over. 


Mel\in  Simon 

Shopping  centers.  IndianaptMis,  etc. 
65.  Divorced,  remarried;  5  children. 
Brooklyn  born,  raised  in  Bronx.  At- 
tended C  ity  C^ollegc  of  New  York. 
After  Army,  stayed  in  Midwest  leasing 
retail  space  in  shopping  centers.  Sent 
for  brmhcr  Herb;  pair  started  to  de 
velop  shopping  centers  I960.  i\ladc 
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fortune  covering  Midwest  with  un- 
pretentious shopping  malls.  Now 
runs  66  million  sq.  ft.,  has  ambitious 
projects:  $600  million  Mall  of  Ameri- 
ca with  sports,  amusement  park,  to 
open  Bloomington,  Ind.  1992;  $400 
million  A&s  Plaza  already  opened, 
midtown  Manhattan  mall  on  site  of 
old  Gimbels;  the  Forum  at  Caesars 
Palace,  Las  Vegas  currendy  under 
construction;  Hollywood  Promenade 
to  circle  Mann's  Chinese  Theatre. 
Considering  U.K.,  France.  Mel's  esti- 
mated worth  $300  million,  net  of 
leverage.  Herb:  "Mel  and  I  are  just 
naive  guys  from  the  Bronx,  right?" 

Thomas  Mellon  Evans 

Investments.  NYC.  81.  Divorced,  wid- 
owed, rem.arried;  3  children  by  first 
marriage.  After  Yale,  brought  into 
business  by  W.L.  Mellon,  Gulf  Oil 
boss  and  early  hunter  of  poorly  run 
companies.  Thomas  learned  fast;  hit 
jackpot  with  turnarounds  that  includ- 
ed bankrupt  H.K.  Porter  1938,  Crane 
Co.  1959,  over  80  others.  Left  Crane 
after  losing  board  battle  with  son 
Shell.  Despite  pleas  of  son  Edward, 
sold  22%  MacMillan  (publishing) 
stock.  Now  large  holder  Fansteel 
shares.  Owns  Buckland  Farms,  3 
horseracing,  breeding  sites  in  Ky.,  Va. 
Won  Derby,  Preakness  with  Pleasant 
Colony  1981.  Total  worth  estimated 
more  than  $300  million. 


Jeny  J.  Moore 

Shopping  centers.  Houston.  63.  Mar- 
ried, 3  children.  Poor  Polish  immi- 
grant parents;  high  school  dropout. 
Started  in  plumbing;  sold  vacuum 
cleaners — some  to  buyers  without 
electricity  ("I  told  them  the  electricity 
was  coming").  Began  buying  strip 
malls  1966;  likes  troubled  properties 
for  turnaround.  Family  in  business. 
Lives  in  transplanted  40-room  18th- 
century  French  chateau.  Bought  Co- 
lumbia Lakes  resort,  appraisal  records 
state  for  $1.6  million;  650-plus  vin- 
tage cars.  Texas  good  ole  boy  style, 
not  troubled  by  modesty:  "You  will 
never  meet  a  guy  who  can  shine  my 
shoes.  I  am  that  good."  Claims  per- 
sonal $200  million  and  $450  million- 
plus  in  family  trusts,  etc.  On  this  year's 
evidence,  total  might  be  as  much  as 
$300  million. 


Aaron  Spelling 

Television.  Holmby  Hills,  Calif.  68. 
Divorced,  remarried;  2  children. 
Raised  in  Dallas  by  Russian  immi- 
grant parents.  High-strung  kid:  ner- 
vous breakdown  age  8.  To  LA  1953, 
TV;  successftil  producer.  In  1970s-, 
1980s,  many  hits  for  ABC  ("Aaron's 
Broadcasting  Co."):  Dynasty,  Love 
Boat,  Fantasy  Island,  Charlie's  An- 
gels, Mod  Squad.  Slowly  fell  out  of 
favor.  Took  production  company 
public  1986,  merged  with  Carl  Lind- 
ner's (which  see)  Great  American 
Communications  1989.  Scored  with 
new  Spelling  production,  Beverly 
Hills  90210.  Sold  rest  of  company  to 
Lindner  this  year,  reportedly  for  es- 
tate planning.  Blew  some  $50  million 
on  Holmby  Hills  supermansion.  With 
syndication  rights,  believed  worth  at 
least  $295  million. 

Johnnie  Bryan  Hunt 

J.B.  Hunt  Transport  Services,  Inc. 
Goshen,  Ark.  64.  Married,  2  children. 
Quit  school  eighth  grade;  worked  in 
sawmills,  auctioned  livestock,  joined 
Army,  drove  truck;  tried  starting  busi- 
nesses. In  1961  with  wife  used  savings 
to  start  truck  company;  by  1969,  5 
trucks,  7  refrigerated  trailers.  Now 
throughout  North  America;  1990 
revenues  $580  million.  Nonunion; 
deregulation  helped  take  business 
from  competitors  early  1980s;  took 
public  1983.  Formed  Arkansas  bank 
holding  company  1985.  Favors  10- 
gallon  Stetson:  "I  don't  like  wearing  a 
tie,  but  I  would  wear  2  ties  if  it  would 
get  another  truck  loaded."  Son  Bryan 
obvious  successor.  Stock,  other  assets 
recentiy  worth  about  $295  million. 

David  William  Grainger  ^ 

Electrical  equipment.  Skokie,  111.  63. 
B.S.  U.  of  Wis.  Married,  3  children. 
Son  of  William  Wallace  Grainger,  an 
electrical  motor  designer  and  sales- 
man who  founded  W.W.  Grainger, 
Inc.  1927  (incorporated  1928)  with 
$6,750  borrowed  from  his  wife.  U.S. 
factories  were  converting  from  DC  to 
AC  motors;  sold  motors,  electrical 
parts.  Went  public  1967,  retired 
1968.  Only  son,  David,  took  over; 
chairman  1968.  Now  a  leading  na- 
tionwide distributor.  Catalog  is  main 
selling  tool;  company  has  also  350 


sales  oudets,  over  1 ,000  direct  sales- 
men; sales  should  top  $2  billion  calen- 
dar 1991.  David:  "The  consumer 
shouldn't  know  the  Grainger  name." 
But  customers  do:  His  stock  recendy 
worth  over  $290  million. 

Russell  Solomon 

Records.  Sacramento.  66.  Separated, 
2  sons.  "A  hippie  who  learned  to  run  a 
business."  Fligh  school  truant;  col- 
lege dropout,  worked  in  dad's  drug- 
store. Went  broke.  Reopened  first 
record  store  Sacramento  I960;  San 
Francisco  store  1968,  then  largest  in 
U.S.  Today  Tower  Records  sales  over 
$540  million;  also  in  England,  Japan 
and  looking  to  Singapore,  Taiwan, 
etc.  Wide  selection  of  tides;  videos, 
too.  Store  managers  pick  some  stock. 
"There  are  more  than  300  buyers  out 
there  instead  of  1  or  2  ...  a  lot  more 
brainpower."  Collects  contemporary 
art.  Company  believed  worth  $290 
million.  Dislikes  estimate:  "Since  the 
business  isn't  for  sale,  it's  academic.  I 
don't  know  what  I  would  do  if  I  had 
that  much  money." 

George  Leon  Argyros 

Real  estate.  Newport  Beach,  Calif 
54.  Married,  3  children.  Born  De- 
troit, grandson  of  Greek  immigrant, 
raised  Pasadena;  decided  early  real 
estate  was  the  way  to  wealth:  "If  you 
work  hard,  it's  one  of  the  frontiers 
that  is  left."  Michigan  State,  Chap- 
man College;  real  estate  license  1962, 
opened  brokerage  specializing  in  ser- 
vice stations;  eagerly  plarmed  first 
subdivision  1963.  Found  good  bank- 
er ("It's  almost  as  important  as  your 
wife"),  built  creditvvorthy  reputation, 
first  apartments  1968;  now  owns 
5,200  units.  Also  office  parks,  land. 
Bought  baseball's  Seatde  Mariners 
for  $13  million  1981,  endured  Big 
League's  worst  record,  sold  1989  for 
aftertax  profit  over  $50  million.  Net 
worth  estimated  $290  million. 


Alfred  Lemer 

Banking,  real  estate.  Shaker  Heights, 
Ohio.  58.  Married,  2  children.  Raised 
Brooklyn,  family  lived  in  3  rooms 
behind  father's  candy  store;  Colum- 
bia grad.  Earned  $75  per  week  selling 
fiirniture,  put  savings  in  Ohio  apart - 
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merit  building.  By  1979  could  buy 
11,000  Md.,  Pa.  units  with  Andre 
Meyer  (Lazard  Freres)  for  $180  mil- 
lion. Was  director  small  Cleveland 
bank:  "That  whetted  my  appetite." 
Bought  control  Equitable  Bancor- 
poration  1981,  promised  turn- 
around. Invested  $75  million  Pro- 
gressive Corp.  (high-risk  insurance) 
1988.  Merged  Equitable  with  Md. 
bank  1989;  spun  ofFMBNA  1991  as 
rescue  tactic,  owns  10%.  Interest  in 
Cleveland  (football)  Browns,  stadi- 
um. Estimated  over  $290  million: 
"I'm  no  Joe  Tycoon." 

H.  Wayne  Huizenga  ^ 

Blockbuster  Entertainment,  waste 
disposal.  Fort  Lauderdale.  53.  Mar- 
ried, 4  children.  Dropout  (Calvin 
College)  after  IV2  years;  joined 
friend's  trash-hauling  business. 
Bought  own  truck.  Formed  Waste 
Management,  age  31;  built  to  largest 
U.S.  waste  disposal  company.  Quit 
1984.  Bored.  Bought  35%  small  Dal- 


Robert  Sutton 
Going  to  court  in 
1981,  charged  with 
cheating  on  U.S. 
oil  price  controls. 
In  1982  he  was 
estimated  to  be 
worth  $1S0  mil* 
lion.  In  1984  he 
was  personally 
liable  for  $210  mil- 
lion. In  1986  he 
was  in  jail. 


las  video  store  chain.  Saw  success  in 
big  stores,  wide  inventory.  Blockbust- 
er Entertainment  now  leader;  2,000 
stores,  minimum  9,000  videos  in 
each.  Part  owner  Miami  (football) 
Dolphins,  Joe  Robbie  Stadium.  Runs 
string  of  small  businesses:  life  insur- 
ance, aircraft  sales,  real  estate,  etc. 
What  now.>  "Work.  More  hard 
work."  Expects  same  from  employ- 
ees. Wealth  at  least  $290  million. 


Oakleigh  Blakeman 
Thome 

Commerce  Clearing  House.  Mill- 
brook,  N.Y.  59.  Divorced,  remarried; 
3  sons,  1  daughter.  B.A.  Har\'ard. 
Great-grandson  of  CCH's  founder, 
who  took  over  predecessor  company; 
renamed  1927.  Currently  largest 
publisher  tax  and  business  guides  for 
lawyers,  accountants,  other  tax  pro- 
fessionals. CCH  boasts  IILS  its  biggest 
customer.  Owes  its  growth  to  paper- 
pushing  bureaucrats.  Electronic  pub 


lishing,  computerized  tax  service. 
Main  company  goals  to  offset  compe- 
tition, help  future  growth.  Thome 
family  controls  about  56%.  Oak- 
leigh's  CCH  stock,  other  assets  worth 
some  $285  million.  At  700-acre  farm 
upstate  N.Y.  breeds  horses,  raises  cat- 
tie,  looks  after  the  vineyard. 


Richard  Alexander 
Manoogian 

Masco  Corp.  Grosse  Pointe  Farms, 
Mich.  55.  Married,  3  children.  Son  of 
Armenian  immigrant  Alex  who  began 
screw  company  1929,  went  public 
1936.  Invented  Delta  single -handled 
faucet  1954;  foundation  of  fortune. 
Now  90,  wortii  $200  million.  At  Yale, 
son  Richard  ran  investment  company 
with  roommates  trading  foreign  secu- 
rities. Joined  dad,  led  1960s  diversifi- 
cation. From  Masco  Corp.  (consum- 
er), spun  off  Masco  Industries  (com.- 
mercial  products)  1984,  TriMas 
(industrial)  1988.  Acquisitions  in  past 
4  years  made  company  largest  fiimi- 
ture  and  building  products  producer 
in  world  (over  200  plants).  Executive: 
"We're  the  largest  in  almost  every- 
thing we  make."  With  American  art 
collection,  stock,  etc.,  worth  more 
tiian  $280  million. 


Lillian  Goldman 

Inheritance.  Mill  Neck,  N.Y.  69. 
Widowed,  4  children.  Widow  of  Sol 
Goldman,  billionaire  NYC  real  estate 
baron,  d.  1987.  Repeatedly  says  she 
helped  husband's  career  by  insisting 
he  stop  being  mama's  boy,  quit  family 
grocery  business.  Filed  for  divorce 
1983;  "reconciliation"  deal  gave  her 
33%  of  Sol's  estate  (270  properties 
Manhattan  alone).  Later  sued  to  void 
deal;  lost  1987.  Trust  created  up)on 
Sol's  death.  Children  argued  she  was 
entitied  only  to  income  from  her 
share,  not  control.  Lil  sued  (again), 
won  July.  "The  Goldman  family  is  the 
best  thing  to  happen  to  lawyers  since 
the  Magna  Carta."  LiPs  33%,  etc. 
estimated  about  $280  million,  chil- 
dren's share  of  estate  (^  before  inheri- 
tance tax)  amounts  to  some  $560 
million.  "My  children  have  always 
known  I  would  welcome  them  back 
to  mv  btxsom." 
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Power 
is  being 
restored. 


You  say  the  juice  just  isn't  there 
when  you  step  on  the  gas^ 
Well,  before  that  power  shortage 
turns  to  a  complete  power 
outage,  take  your  CM  car  or 
trucl<  to  your  CM  dealer  for  a 
Mr  Coodwrench  Tune-Up. 

Mr  Coodwrench  has  the  CM 
diagnostic  equipment  and  CM 
factory  training  it  takes  to 
pinpoint  problems.  He  also  has 
the  genuine  CM  parts  to  get 
your  CM  powerplant  up  to  speed. 
Including  AC  spark  plugs  and 
filters. 

It  all  boils  down  to  this:  When 
you  need  your  car  to  run  right, 
you  need  a  Mr  Coodwrench 
Tune-Up.  Now  at  over  7,200 
Ceneral  Motors  dealerships 
coast  to  coast- wherever  you 
see  these  signs. 


Because  it's  not  just  a  car... 
it's  your  freedonn. 
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Mlcihael  Hitch  * 

Pizza.  Troy,  Mich.  62.  Married,  7 
children.  Born  to  struggling  Macedo- 
nian immigrants.  With  wife,  saved  up, 
opened  Little  Caesar  pizza  parlor. 
Garden  City,  Mich.,  1959.  Added 
second  1961;  saw  chain  possible. 
Now  over  3,500  internationally.  Re- 
cendy  growing  over  25%  a  year;  pizza 
market  at  14%.  Designed  conveyor 
oven  to  get  pizza  out  quickly,  but 
juice  is  in  marketing:  "Two  great 
pizzas,  one  low  price."  Bought  win- 
ning Detroit  (hockey)  Red  Wings 
1982.  Also  started  Olympia  Arenas, 
manages  Detroit's  Joe  Louis  Arena 
and  Fox  Theater,  etc.  Established  Lit- 
de  Caesars  Love  Kitchen  for  the  poor 
1985.  Net  worth  estimated  at  least 
$280  million,  perhaps  higher. 


Timothy  Mellon 
Catherine  Mellon  Gonover 

Siblings.  Inheritance.  Grandchildren 
of  financier,  empire -builder  Andrew 
Mellon  (d.  1937),  children  of  Paul 
(which  see;  also  other  Mellons,  Scaife 
May,  Curriers).  Tim:  Manchester, 
N.H.  area.  49.  Divorced,  remarried;  1 
stepdaughter.  Business- minded  de- 
spite inheritance:  Launched  comput- 
er programming  firm  1969;  cofound- 
ed  company  to  pressure -treat  railroad 
ties  1977.  Acquired  Guilford  Trans- 
portation for  $50  million:  4, 700 -mile 
track  composed  of  old  New  England 
railroads.  Added  1 ,000  miles  unwant- 
ed Norfolk  &  Southern  track  afiier 
unsuccessftil  bid  for  Conrail.  Coun- 
tersuits  with  csx  over  freight  charges. 
Chapter  11,  1988  for  one  subsidiary 


(Delaware  &  Hudson  Railway). 
Catherine:  Washington,  D.C.  55. 
Twice  divorced  (uses  mother's  maid- 
en name);  3  children  by  first  husband, 
John  Warner  (later  senator).  Divorce 
setdement:  $9  million  plus  houses  to 
John.  Catherine  antiwar  activist,  envi- 
ronmentalist. Catherine  and  Tim 
each  received  $100  million  trust  fi-om 
grandfather  1960s.  Father  Paul  says 
will  leave  them  nothing,  they  have 
enough.  If  conservatively  invested, 
should  be  worth  well  over  $275  mil- 
lion each  today. 


Seymoui*  B.  Durst 
Royal  H.  Durst 
David  M.  Durst 

Brothers.  Real  estate.  Father  Joseph 
emigrated  from  Austria  1902;  found- 
ed Durst  Organization  1915  to  man- 
age Manhattan  properties.  Sons  shift- 
ed emphasis  from  residential  to  mid- 
town  office  space  1940s.  Built  several 
Third  Ave.  office  buildings  1950s, 
moved  over  to  Sixth  Ave.  1960s,  re- 
centiy  to  Times  Square  area.  Dursts 
control  about  5  million  square  feet 
midtown  office  space.  Very  conserva- 
tive financially,  rarely  take  on  part- 
ners. Seymour:  NYC.  78.  Widowed,  4 
children.  Trained  as  accountant,  now 
heads  Durst  Organization.  "We've 
felt  everything  in  New  York  has  been 
overpriced  for  the  last  ten  years.  We 
don't  know  where  it  goes  from  here." 
Roy:  Scarsdale,  N.Y.  74.  Married,  3 
children.  Handles  construction  side. 
David:  Chappaqua,  N.Y.  66.  Married, 
5  children.  Shares  construction  man- 
agement with  Roy,  also  leasing. 
Brothers  share  fortune  still  estimated 
over  $825  million. 


Leonard  Litwin 

Real  estate,  nyc.  75.  Married,  2 
daughters.  Started  in  landscaping 
business  with  father  on  Long  Island, 
retains  valuable  tree  nurseries  there. 
Branched  out  into  apartment  devel- 
opment. Pioneered  postwar  high- 
rises  on,  near,  Manhattan's  York  Ave- 
nue; also  invested  in  several  Queens 
apartment  buildings,  Manhattan  of- 
fices (recendy  unloaded,  he  says,  for 
break- even  price).  Continues  to  build 
or  buy  at  slow  pace  on  Upper  East 
Side.  Stays  out  of  public  eye.  Now 
owner  of  23  Manhattan  properties,  at 
least  4,300  prime  rental  units;  refijses 
to  co-op:  "Everybody  who  has  a  job 
in  New  York  can't  spend  $500,000 
on  a  co-op."  Built  a  nice  fortune  too, 
estimated  to  be  at  least  $275  million; 
he  demurs. 

WimamAlvin(Tex) 
Moncrief  Jr. 

Oil  and  gas.  Fort  Worth.  71 .  Married, 
4  sons.  Son  of  legendary  Texas-bom 
wildcatter  W.A.  (Monty)  Moncrief 
Had  4  years  of  dry  holes,  then  blew 
one  out  on  northernmost  extension 
of  vast  East  Texas  field  1931.  "My 
father  had  a  nose  for  oil."  Tex  joined 
father  1945;  Dad  coached  Tex  on 
deals.  Sr.  died  1986;  left:  estate  to 
grandchildren.  Tex  continued  on; 
"awesome"  gas  find  Wyoming  (pos- 
sible 1  trillion  cubic  feet  in  reser\'es) 
1988;  well  "shut  in"  until  refinen'  is 
built.  Also  other  big  finds.  Never 
takes  long  vacation  but  relaxes  some- 
times on  100,000-acre  Colorado 
ranch,  plays  golf  with  fellow  oilman 
John  L.  Cox  (which  see).  Fortune 
estimated  at  $275  million. 


-udi^' 


N      N 


'  »    ^ 


Like  most  people,  Joe  Montana  does  not  want 
to  come  to  the  end  of  a  successful  career  only  to 
find  that,  financially,  there's  still  a  lot  of  work  to 
be  done. 

That's  why  Franklin  created  its  Retirement 
Planning  Guide." 

Call  your  investment  advisor  or  Franklin 
and  ask  about  it. 


1-800-DIAL  JOE,  Ext.  114 


"An  investment  in  a  Franklin  fund  does  not  guarantee' 
that  retirement  expenses  will  be  met. 
This  advertisement  is  a  paid  endorsement. 
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I  would  like  a  copy  of  Franklin's  ReHrement  Planning  Guide,  and  a 
prospectus  containing  more  complete  information,  including  charges 
and  expenses.  I  wU  read  it  carefully  before  I  invest  or  send  mone\. 

I  am  currently  a  Franklin  shareholder 
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114 


Name 


Address 


City/StateTZip 


FRANKLIN     DISTRIBUTORS,     INC. 

777  Mariners  Island  Blvd. 
San  Mateo.  CA  94404-158.5 
Member  $50  Billion  Franklin  Group  of  Funds 
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Great 

family 

fortunes 


Some  very  wealthy  families  have  fortunes  already  so  divided  that  no 
individual  among  them  qualifies  for  The  Forbes  Four  Hundred.  This  listing  is 
extensive  but  not  intended  to  be  as  complete  as  our  listing  of  the  richest 
individuals  in  America.  Most  are  the  heirs  of  persons  who  would  have  been 
members  of  The  Forbes  Four  Hundred  had  it  been  compiled  in  earlier  decades; 
some  are  families  still  in  the  accumulation  stage. 
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Andersen 

Bayport,  Minn.  Danish  immigrant 
Hans  Jacob  Andersen,  arrived  Port- 
land, Me.  1870.  First  words  in  En- 
glish, "All  together  boys,"  became 
company  motto.  With  sons  founded 
Andersen  Lumber  Co.  1903.  Stan- 
dardized wooden  window  frames 
with  interchangeable  parts,  revolu- 
tionized building  industry  1904. 
Signed  first  profit-sharing  check 
hours  before  his  death.  Son  Fred  took 
helm,  emphasized  advertising:  "Only 
the  rich  can  afford  poor  windows." 
Andersen  Corp.  leading  U.S.  wdn- 
dowmaker,  about  15%  market  share 
(1990  estimated  sales  over  $1  bil- 
lion). Profit  sharing  seems  to  work: 
employees'  bonus  over  62%  1989  sal- 
ary; margins  reported  higher  than 
previously  estimated.  Family's  70% 
estimated  some  $750  million. 


Bacardi 

Puerto  Rico,  Miami,  et  al.  Descen- 
dants of  Don  Facundo  Bacardi  y 
Maso  (b.  1816),  Spanish- born  wine 
merchant  immigrated  to  Cuba  1830; 
made  "civilized  rum,"  formed  Ba- 
cardi Co.  1862,  now  world's  most 
popular  brand.  Sold  23  million  cases 
worldwide  1990.  Generations  of  Ba- 
cardis work  in  various  private  compa- 
nies: Bacardi  Corp.  of  Puerto  Rico 
sells  to  Bacardi  Imports  of  Miami; 
both  pay  royalties  to  Bacardi  &  Co. 
Ltd.  Bahamas.  Family  factions  in  5- 
year-old  bickering:  less  powerfiil 
shareholders  want  voice,  say  financial 
information  withheld.  SEC  also  wants 
financial  information,  company  says  it 
is  private  and  won't  comply.  Some 
500  Bacardis  share  fortune  estimated 
$750  million. 


Bancroft 

Inheritance.  Descendants  of  media 
magnate  Clarence  Barron  (d.  1928). 
Acquired  Dow  Jones  &  Co.  1902, 
publisher  of  Wall  Street  Journal;  Dow 
Jones  ticker;  Ottaway  newspapers 
(Barron's).  Clarence's  adopted 
daughter  Jane  wed  Harvard  lawyer 
Hugh  Bancroft  (d.  1933).  Three  chil- 
dren split  fortune:  Jane  Bancroft 
Cook  (which  see);  Jessie  Cox,  d.  1982 
(3  children);  Hugh  Bancroft  Jr.,  d. 
1953.  Hugh's  4  children  inherited  his 
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Judy  (ex-Miss  Israel)  and  A.  Alfred  Taubman  on  the  town 
After  a  brilliant  malHMiilding  career,  his  suburtian  real  estate,  shopping 
malls,  urfian  department  stores  and  Sotheby's  art  auction  galleries  are 
being  mauled  by  recession,  consumer  retrenchment  and  a  wrenching  return 
to  reality  in  tlie  price  of  art. 


share:  daughter  Bettina  Klink  a  Dow 
Jones  director  since  1982.  Sister 
Kathryn,  brothers  Hugh  and  Christo- 
pher all  avoid  publicity.  Three 
branches  share  Dow  Jones  fortune 
worth  at  least  $1.5  billion. 


Bean  (Gorman) 

Freeport,  Me.  Descendants  of  Leon 
Leonwood  Bean  (1872-1967), 
sportsman,  founder  L.L.  Bean,  Inc. 
Tired  of  cold,  wet  feet,  put  rubber 
bottoms  on  leather  shoes.  After  90  of 
first  100  pairs  returned  defective,  in- 
troduced Bean  money- back  guaran- 
tee, still  in  effect.  Maine's  first  hunt- 
ing licenses  1919  inspired  first-ever 
direct-mail  marketing  campaign;  sales 
passed  $1  million  1937.  "That  wasn't 
bad  for  a  boy  who  never  got  through 
the  eighth  grade."  Today's  president 
grandson  Leon  Gorman,  56;  encour- 
aged advertising,  broadened  wom- 
en's line;  now  scaling  back  expansion 
to  protect  quality,  service.  1990  sales 
near  $600  million.  Fifteen  reclusive 
descendants  believed  to  control  com- 
pany worth  around  $400  million. 


Belk 

Charlotte,  N.C.  Descendants  of 
brothers  William  and  John  Belk,  who 
opened  N.C.  general  store  1888. 
Gave  no  credit,  bought  out  credit - 
granting  rivals  for  pennies  on  the 
dollar.  Empire  grew  out  of  1 3  stores 
1913;  today  some  320  stores,  esti- 
mated sales  $2.2  billion,  aggressive  on 
keeping  costs  down:  "I  don't  reckon 
we  got  a  system,  we  just  sell  goods." 
Some  25  descendants  share  owner-  ||pj 
ship  with  local  owner-partners;  each 
store  a  separate  corporation.  Family 
history  of  feuds,  lawsuits.  William  Jr. 
ousted  as  chairman  1950s;  tried  but 
failed  to  thwart  brother  John's  Char- 
lotte mayoral  career  ( 1969-77).  John 
now  chairman  of  BSS;  brother  Tom 
president.  Family's  interest  estimated 
about  $450  million. 


Bingh 


am 

Newspapers.  Descendants  of  Robert 
(Judge)  Bingham;  lawyer,  mayor  of 
Louisville,  ambassador  to  Britain. 
Married  Mar)'  Lily  Kenan  Flagler,  one 
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!  f  nation's  richest  women,  1916. 
Bought  majority  Courier-Journal, 
LxiuisviJlc  Times  1918,  after  wife's 
tiiysterious  death  (rumors  of  poison- 
ing abounded).  Died  1937.  Youngest 
son  Barry  Sr.  took  control,  bought 
out  siblings.  Added  broadcasting; 
company  7-time  Puhtzer  winner  dur- 
ing tenure.  Son  Barry  Jr.  became  edi- 
tor, publisher  1971.  Power  struggle 
among  siblings  forced  Barry  Sr.  (d. 
1988)  back  on  scene;  culminated  in 
$400  million  liquidation  1986.  Me- 
dia whirlwind  engulfed  the  "Kenne- 
dys of  Kentucky";  4  books  to  date. 
Net  of  taxes,  13  family  members  esti- 
mated at  $350  million. 

Block 

NYC  area.  Heirs  of  Alexander  Block, 
Russian  immigrant  who  opened 
Brooklyn  retail  drugstore  1907;  ex- 
panded to  manufacturing.  Today  Jer- 
sey City- based  Block  Drug  Co.,  mak- 
ers, marketers  pharmaceuticals, 
household  products:  Polident,  Senso- 
dyne,  Nytol,  2000  Flushes,  etc.  Block 
has  earmarks  of  well-run  family  busi- 
ness: careftil,  low-risk  expansion,  littie 
debt.  Cares  htde  for  Wall  Street  ana- 
lysts, press.  Aggressive  sales  force.  Ba- 
sic strategy:  cut  niche  in  market,  build 
on  it.  Two  generations  share  power  in 
executive  suite:  Leonard  Block,  79, 
senior  chairman,  lives  in  Manhattan's 
silk-stocking  turf.  Sons:  James,  54, 
chairman;  Thomas,  46,  president. 
Family  owns  100%  voting  stock,  over 
50%  nonvoting  shares,  recently  worth 
some  $700  million. 

Brittingham 

Mexico,  Dallas.  Los  Angeles- born 
brothers  Jack  and  Robert  saw  place 
for  ceramic  tile  in  post-WWII  build- 
ing boom.  Chose  Dallas  headquarters 
for  proximity  to  Mexico,  where  tile  is 
produced,  labor  cheap.  Started  1944; 
later  became  Dai-Tile  Group;  built 
firm  into  one  of  largest  U.S.  ceramic 
tilemakers.  Brother  Jack,  a.k.a.  Juan, 
moved  to  Mexico  to  run  company's 
manufacturing  arm.  Robert  ran  Dai- 
Tile  in  U.S.,  kept  out  of  sight.  Sold 
out  last  year  to  aha  Investors  Inc.,  an 
exclusive  New  York-based  investment 
group  composed  primarily  of  former 
corporate  chief  executives;  also  Henry 
Kissinger.  Buyers  just  as  secretive  as 


sellers.  After  ftiU  allowance  for  taxes, 
brothers  still  netted  at  least  $470 
million. 


Brown 

Brown-Forman  Corp.  Louisville,  Ky. 
Heirs  to  George  Garvin  Brown,  who 
founded  JTS  Brown  &  Brother  with 
half-brother  1870.  Became  Brown- 
Forman  1890,  family  control  ever 
since.  William  Lee  Lyons  Brown  Jr., 
CEO  since  1975,  is  son  of  W.L.  Lyons 
Brown  (CEO  1951-71),  who  was  son 
of  Owsley  Brown  (CEO  1917-51), 
who  was  son  of  George  Garvin 
Brown.  Present  CEO's  brother,  Ows- 
ley Brown  11,  president;  their  cousin, 
Owsley  Brown  Frazier,  vice  chairman. 
A  leading  U.S.  liquor  power:  Jack 
Daniels,  California  Cooler,  Southern 
Comfort,  Korbel,  etc.  As  alcohol  tax- 
es go  up  and  per  capita  consumption 
down,  diversifying  slowly:  acquired 
Lenox  china  1983,  Dansk  Interna- 
tional Designs  this  year.  Family's 
stock  recentiy  over  $1  billion. 

BuUitt 

Broadcasting.  Seattie.  Pioneer  CD. 
Stimson  amassed  Washington  State 
timberland,  real  estate  (d.  1929). 
Daughter  Dorothy  married  state 
Democratic  kingpin  A.  Scott  Bullitt 
(d.  1932);  ran  business  after  hus- 
band's death.  Bored,  bought  radio 
station  1947,  then  area's  first  TV  sta- 
tion 1948.  "The  station  came  before 
the  sets."  Built  broadcasting  compa- 
ny. Rafted  Colorado  rapids  at  85,  died 
1989  at  97.  Daughters  Priscilla  Col- 
lins, 70;  Harriet  S.  Bullitt,  66,  sold  6 
television  stations,  cable  systems  April 
for  reported  $575  million.  Much  to 
Bullitt  Foundation  for  environment. 
Brother  Stimson,  70,  with  no  broad- 
casting inheritance,  runs  Harbor 
Properties  real  estate.  Excluding 
foundation,  family  estimated  at  $400 
million. 

Busch 

St.  Louis.  Descendants  of  Bavarian 
immigrant  Adolphus  Busch,  who 
married  Lilly  Anhcuser  1861.  Sold 
brewer)'  supply  business,  joined  fa- 
ther-in-law's brewcr\'  1866.  Compa- 
ny sur\'ivcd  Prohibition  by  di\crsit\'- 
ing:  corn  syrup,  soft  drinks.  August  Jr. 


joined  1922,  president  1946.  Steered 
into  modern  times  with  Busch  Gar- 
dens theme  parks,  St.  Louis  (baseball) 
Cardinals;  solid  promotion  that  made 
Budweiser  King  of  Beers  in  U.S.  With 
1990  sales  $10.7  billion,  company 
dusts  industry:  44%  market  share,  in- 
cluding all  Anheuser-Busch  brands;  1 
of  every  4  beers  drunk  in  U.S.  a  Bud. 
Died  1989.  August  III,  at  helm  sever- 
al years,  diversified  into  food  prod- 
ucts, expanded  theme  parks.  Fifth- 
generation  August  rV  ready  to  follow, 
27  years  after  taking  first  sip  of  Bud- 
weiser (at  age  10  hours).  Family 
shares  recentiy  $1.3  billion. 

Campbell 

Hawaii  et  al.  Progenitor  James  Camp- 
bell left  Ireland  as  13 -year-old  stow- 
away to  join  brother  in  ntc  1839. 
Survived  shipwreck,  capture  by  canni- 
bals, arrived  Havvaii  1850.  Bought 
vast  tracts  arid  land  against  skeptics' 
advice;  irrigated  with  artesian  wells, 
built  rich  sugar  plantation.  Dubbed 
"Bamo  Ona-Milliona"  (James  the 
Millionaire)  by  native  islanders;  d. 
1900.  Estate  now  76,000  Hawaiian 
acres.  Committed  to  preserNing  agri- 
culture but  slowly  selling  well-located 
parcels,  buying  mainland  oflfice  build- 
ings, shopping  malls  at  depressed 
prices.  Last  survi\ing  daughter,  Be- 
atrice Campbell  Wrigley,  clied  1987; 
trust  dissolves  2007;  numerous  family 
members  will  dixide  fortune  now  esti- 
mated $675  million. 


Garuth 

Real  estate.  Dallas.  William  Barr  Ca- 
ruth  with  brother  Walter  started  gen- 
eral store  Texas  1849.  Bought  land 
with  profits — $5 ,  $  1 0  an  acre;  by  cariy 
1900s  up  to  20,000  acres,  much  now 
known  as  North  Dallas.  William's  son 
Will  Sr.  expanded  to  some  30,000 
acres.  Grandson  Will  Jr.  wrote  self  out 
of  lather's  will,  left  majorit>-  to  grand- 
children with  himself  managing. 
Most  land  gradually  developed,  liqui- 
dated to  pay  oft' debt.  Grandchildren 
not  active  in  business;  "I  deprived 
them  of  a  grow  ling  in  the  gut,  w  hich  is 
the  greatest  motivating  factor  you  can 
have."  Will  Jr.,  78,  terminally  ill,  sui- 
cide 1990;  left  handpicked  managers 
at  helm  of  family's  Central  Control 
Co.  Had  amassed  over  SI 00  million 
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The  Skies  ShowA70%  Chance  Of  Citation. 


No  words  could  describe  the  popularity 
of  the  Citation  V  and  Citation  II  as  effec- 
tively as  these  simple  numbers: 

Out  of  every  ten  business  jets  delivered 
in  their  category  last  year,  more  than  seven 
were  Citations.  A  dominating  73  percent 
of  the  worldwide  market 

That  means  total  sales  of  these  Citations 
more  than  doubled  the  sales  of  all  other 
manufacturers  comfen^^. 

We  cite  those  figures  merely  to  point 
out  what  much  of  the  business  world 
already  seems  to  knov^  that  no  other 
business  jets  deliver  greater  performance 
at  lower  cost  than  Citations. 

The  Citation  II  allows  companies  to 
move  weD  beyond  slower  turboprop 
travel  -  and  up  to  the  speed,  comfort, 
and  safety  of  a  jet  Yet,  it's  guaranteed  to 
cost  less  to  operate  than  any  other  full-size 


new  turbine  business  aircraft  -  prop  or  jet. 

With  nearly  200  purchased  since  its  1987 
introduction,  the  Citation  V  is  the  fastest- 
selling  business  jet  of  all  time  It  may  also 
be  the  best  business  jet  value  of  all  time 
No  other  aircraft  in  its  price  range  measures 
up  to  the  Citation  V  as  an  all-around  per- 
former. That's  why  flight  departments  of 
major  corporations  -  as  well  as  single  airaaft 
operators  -  have  made  the  Citation  an 
essential  part  of  doing  business. 

And  now,  there  is  more  reason  than  ever 
to  buy  a  Citation.  Because  those  record  sales 
have  led  us  to  inaease  production  rates, 
which  has  shortened  delivery  schedules 
So  you  can  be  operating  a  Citation  V  or 
Citation  II  much  sooner  than  you  may 
have  thought  possible 

Last  year,  Citation  earned  better  than 
70%  of  the  market  This  year,  we  hope  to 


do  better  -  by  putting  your  company  in  a 
Citation.  To  schedule  a  demonstration,  or 
for  more  information,  call  1-800-4-CESSNA. 
Or  write  to  Roy  H.  Norris,  Senior  Vice 
President  of  Marketing,  Cessna  Aircraft  Co., 
P.0  Box  7706,  Wichita,  KS  67277. 


The  Sensible 

Citations 
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for  Caruth  Foundation;  more  than 
S300  million  given  away.  Fortune  still 
b-iiJeved  to  be  worth  at  least  $500 
niiliion. 

Chandler 

Los  Angeles  et  al.  Times  Mirror  Co. 
Scions  of  Harr)'  Chandler,  clerk  at  Los 
Angeles  Times  who  married  daughter 
of  owner  Harrison  Gray  Otis  1880s; 
rose  to  chairman.  As  media  tycoon, 
clever  marketing  squeezed  out  rival 
papers.  Built  real  estate,  media  em- 
pire. Died  1944.  Son  Norman  won 
over  readers  by  running  news  instead 
of  ads  in  WWII  print  shortage.  Be- 
came 8  daihes  including  Newsday, 
Baltimore  Sun;  11  magazines  (Field 
&  Stream,  Popular  Science);  broad- 
cast, cable  TV.  Family  separated  pri- 
vate holdings  from  big  company  early 
1970s.  Grandson  Otis  Chandler  quit 
as  editor-in-chief  1986,  now  all  pro- 
fessional managers.  Over  100  family 
members  share  Chandler  trust,  re- 
cently at  least  $1.3  billion. 


Clark 

Cooperstown,  N.Y.  Fleirs  of  Edward 
Clark  (1811-82),  helped  Isaac  Singer 
sell  sewing  machines  1850s.  Gained 
40%  of  Singer  Manufacturing  Co.  His 
4  grandchildren  made  eyebrow-rais- 
ing claim  1939:  America's  favorite 
pastime  invented  in  Cooperstown; 
opened  Baseball  Hall  of  Fame.  Also 
other  museums,  hospital,  hotel,  golf 
course,  town  g>'m,  etc.  Three  died 
heirless.  Now  there  are  Stephen  C. 
Clark  Jr.,  80;  niece  Anne  Labouisse 
Peretz,  53,  co-owner  New  Republic 
magazine;  nephew  Alfred,  48  (has 
NYC  investment  company),  to  run 
Cooperstown.  Smart  investments  by 
NYC- based  Clark  Estates  Inc.  keep 
estimated  fortune  at  least  $390  mil- 
lion for  these  and  9  other  Clarks; 
equivalent  amount  in  foundation. 


CoUier 

Inheritance,  investments.  Naples,  Fla. 
et  al.   Descendants  of  Barron  Gift 


Kenneth  Olsen 
In  the  1960s  and 
1970s  Olsen  built 
minicomputer 
maker  Digital 
Equipment  Corp. 
into  an  industry 
giant,  second 
~      only  to  IBM,  propel- 
ling himself  to  a 
FortMS  Four  Hun- 
dred fortune  by 
1982.  But  since 
then  PCs  and 
workstations  have 
undercut  mini- 
computers and 
made  Olsen  a 
FortMS  Four  Hun- 
dred also^an. 


Collier,  high  school  dropout.  Adver- 
tising whiz,  used  streetcars  instead  of 
billboards.  Bought  southwest  Florida 
land  from  1911,  eventually  amassed 
1.3  million  acres  (Collier  County, 
etc.).  Died  1939.  Current  heirs  dis- 
agreed on  strateg)'.  Split  empire  with 
coin  toss  1980.  Branch  A:  Collier 
Enterprises.  Miles,  44,  married,  Co- 
lumbia M.B.A.,  leader;  controls 
72,000  acres  agriland,  2,800  acres 
Naples,  5,900  acres  citrus  groves, 
Okla.  City's  Local  Federal  Savings  & 
Loan.  Building  Tampa  office  park. 
Branch  B:  Barron  Collier  Co.,  3  main 
heirs:  72,000  acres  agriland,  5,000 
acres  Naples,  10,000  acres  citrus;  de- 
veloping 80  acres  downtown  Phoe- 
nix. Combined  fortune  estimated  at 
SI  billion. 

Coors 

Golden,  Colo.  Heirs  of  German  im- 
migrant Adolph  Coors,  who  built 
small  brewery  1873.  Survived  Prohi- 
bition making  malted  milk,  pseudo 
beer.  Introduced  then  revolutionary 
aluminum  can  1959;  went  public 
1975.  Grandsons  William,  Joseph 
built  company,  spurred  controversy 
with  antigay,  antiminority,  antiunion 
policies;  cofounded  Heritage  Foun- 
dation 1973.  Ten-year  union-led 
boycott  ended  1987,  unions  let  in. 
Now  great-grandsons  Peter,  JeiF,  Joe 
Jr.  run  firm,  with  more  diplomacy'. 
Third-largest  in  U.S.:  9.9%  market 
share.  Peter:  "My  goal  for  the  1980s 
was  to  be  number  three  and  growing. 
My  goal  for  the  1990s  is  to  be  number 
two  and  growing."  Watch  out. 
Miller.  Family's  54%  recendy  $415 
million. 


Cowles  (Gardner) 

Print  media.  Minneapolis,  NY'C  ct  al. 
Descendants  of  Gardner  Cowies  Sr., 
who  bought  troubled  Des  Moines 
Register  1903,  added  evening  Tri- 
bune, built  respectable  paper  (d. 
1946).  Son  John  Sr.  (d.  1983)  did 
same  with  Minneapolis  Star  1935. 
Brother  Gardner  Jr.  founded  Look 
magazine;  sold  Florida  pa^x-rs.  Family 
C^irclc,  etc.  to  New  York  Times  for 
23%  of  N\T  stock  1971  (d.  1985). 
Third  generation  blew  profits,  lost 
some  papers;  sold  C\)w  les  Broadcast- 
ing to  Oveta  Culp  Hobby  (which  see) 
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keeping  up  isn't  getting  any  easier. 

Or  is  it? 


If  you  thInK  business  Is  operating  on  a  fast  track  today, 
just  wait  until  tonnorrow.  And  the  next  day. 

But  no  matter  how  absurd  the  pace  gets,  from  now  on 
Keeping  up  will  be  a  lot  easier. 

Thanks  to  the  Minolta  EP  8601  high-volume  copier. 

This  workhorse  turns  out  60  copies  per  minute.  Handily. 

Staples,  stamps  curgent."  -Confidential."  etc.)  and  sorts 
at  the  touch  of  a  button. 

Produces  up  to  50,000  copies  between  toner  refills 
(double  that  of  any  copier  In  Its  class). 

Even  accesses  up  to  50  different  messages  for " 


solving  virtually  any  copying  problem,  via  an  easy-to-read 
LCD  screen.  So  If  youre  Interested  In  keeping  up.  we 
suggest  you  look  Into  this  or  any  of  our  high-productlvlty 
copiers  today.  After  all,  time's  a-wastin'. 
Call  1-800-9 -MINOLTA. 


COPIERS  AND  FAX  MACHINES 

ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 
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;984,  flagship  Register  to  Gannett 
.or  $200  million  1985.  Grandson  Da- 
vid Kruidenier,  69,  chairman  Cowles 
Media  (2  dailies,  more  than  20  spe- 
cial-interest magazines).  Over  70 
heirs  vAxh  70%  Cowles  Media  plus 
NYT  stock,  estimated  worth  about 
$525  million. 


Go\des  (William) 

Spokane.  Descendants  of  William 
Hutchinson  Cowles,  Chicago  Tri- 
bune heir  (also  distant  relative  of 
Gardner  Cowles,  see  above);  police 
reporter  for  Tribune,  moved  West 
1891,  bought  into  Spokane  Spokes- 
man-Review. Gained  control  1894, 
bought  rival  Chronicle  1897.  Presi- 
dent Truman  called  Spokesman  one 
of  "the  two  worst  papers  in  the  coun- 
try." Taken  as  compliment.  Invested 
in  timberland,  paper  mill,  started  In- 
land Empire  Paper  Co.  William  Jr. 
added  radio  1946,  TV  1952.  Now 
grandsons:  James,  57,  manages  paper 
mill,  downtown  Spokane  real  estate; 
William  3rd,  59,  runs  newspapers. 
Very  private.  Handful  of  descendants 
share  Cowles  Publishing,  large  Tri- 
bune stake,  etc.,  estimated  worth 
$450  million. 


Gullen 

Houston.  Inheritance.  Descendants 
of  Hugh  Roy  CuUen  (d.  1957),  grade 
school  dropout,  cotton  trader,  leg- 
endary wildcatter,  gave  away  90%  of 
$200  million  fortune.  Favorite  strate- 
gy: drill  deeper  in  "dry"  holes,  find 
oil.  Hit  famed  Tom  O'Connor  field 
early  1930s.  Began  Quintana  Petro- 
leum 1932,  operates  oil  and  gas  wells 
for  family,  outfits  like  Exxon.  Only 
son  was  killed  in  oil  rig  accident  1936. 
Four  daughters  inherited  Quintana;  3 
daughters'  husbands  run  it.  (Fourth 
daughter  married  Italian  playboy 
"Baron"  di  Portonova,  lived  in  soli- 
tude in  seedy  Manhattan  hotel,  died 
1966.)  Son-in-law  Corbin  Robertson 
leads  family;  5  branches  (over  30 
members)  share  Quintana,  oil  and  gas 
properties  worth  an  estimated  $500 
million. 


Dayton 

Minneapolis.  Banker  George  Draper 
Dayton  snapped  up  new  vacant  build- 


ing in  downtown  Minneapolis  1902, 
bought  dry  goods  company  to  fill 
space.  Founded  Dayton's  department 
store.  Son  George  Nelson  Dayton 
took  over  1938,  raised  5  sons  on 
isolated  8 00 -acre  farm  to  instill  family 
values.  By  1950,  brothers  took  over 
store,  catapulted  company  to  national 
prominence.  Merged  with  J.L.  Hud- 
son Co.  1969;  Dayton  Hudson  later 
acquired:  B.  Dalton  Bookseller,  Tar- 
get, Lechmere;  Marshall  Field's  & 
Co.  1990.  Also  merged  with  Mer- 
vyn's  1978.  Last  brother  retired  from 
management  1983.  Company  tradi- 
tion since  1946:  donate  5%  taxable 
income.  Fifty  descendants  share  for- 
tune estimated  over  $1  billion. 

deMenil 

Houston,  NYC.  Heirs  of  physicist 
Conrad  Schlumberger,  who  devel- 
oped "well-logging"  1920s.  Became 
oil  exploration  essential:  fine-tuned 
location,  depth  of  oil.  U.S.S.B^  first  to 
try  Schlumberger  Ltd.  service  (Con- 
rad, a  socialist,  pleased).  Died  1936. 
Company  dominant  in  field  since. 
Daughter  Dominique,  now  83,  fled 
Nazi-occupied  Paris  to  firm's  Hous- 
ton headquarters.  Husband  John  de 
Menil  headed  firm  1967-70  (d. 
1973).  Over  half  respected  15,000- 
piece  art  collection  to  Menil  Collec- 
tion museum,  Houston.  Very  active 
in  human  rights:  started  Carter- Menil 
Foundation  with  Jimmy  Carter.  Her 
4  children  have  own  art  collections. 
This  branch  Schlumberger  family 
worth  over  $445  million. 


de  Young 

San  Francisco,  et  al.  Descendants  of 
Michael  H.  de  Young,  founder  San 
Francisco  Chronicle  with  brother 
Charles  1865:  epitomized  "yellow 
journalism,"  entertained  with  racy 
scandals,  mudslinging.  Mayor's  son 
shot  Charles  dead  1880;  Michael  shot 
1884,  survived.  Warred  with  archrival 
Hearsts  (which  see),  but  signed  one  of 
largest  newspaper  joint  operating 
agreements  with  Hearst  Examiner 
1965.  Now  Chronicle  Publishing  6 
dailies,  5  TV  stations,  cable  (300,000 
subscribers).  Today  great-grandson 
Richard  Thicrot,  49,  president; 
Chronicle  editor-in-chief,  publisher 
from  1977.  But  cousin  Nan  McEvov 


chairwoman.  Nineteen  heirs  (other 
than  Nan  and  son)  control  almost 
75%;  estimated  worth  S750  million. 

Donnelley 

Chicago  origin.  Descendants  of  Rich- 
ard K  Donnelley  (d.  1899),  Canadi- 
an saddlemaker's  apprentice  who  be- 
came partner  in  Chicago  print  shop 
1864.  By  1868  shop  pubUshing, 
printing  23  journals.  In  1871  burned 
down  in  Great  Fire,  rebuilt  into  RR. 
Donnelley  &  Sons  1882.  Son  Reuben 
(d.  1929)  established  pubHshing 
house  acquired  by  Dun  &  Bradstreet 
1961.  Grandson  Gaylord,  Thomas' 
son,  took  over  main  family  company 
1964.  A  Chicago  icon,  Gaylord  fished 
with  Hemingway;  now  retired  "hon- 
orary" chairman,  age  81.  Company 
grown  to  world's  largest  commercial 
printer,  serves  Time,  Newsweek,  TV 
Guide,  et  al.  Dormelley  descendants, 
with  18%  of  stock,  worth  nearly  $1 
billion. 

Duda 

Agriculture.  Oviedo,  Fla.  Czech  im- 
migrant Andrew  Duda  (d.  1958)  left 
Cleveland,  arrived  Fla.  1909  to  start 
religious  farming  communit\'.  Went 
broke,  returned  to  Cleveland  1916; 
back  to  Fla.  1926  again,  just  to  farm. 
Planted  10  muckland  acres  of  celery, 
plowed  profits  back  into  company: 
"It  was  a  good  investment."  Three 
sons— John  (d.  1988),  Andrew  Jr.  (d. 
1986),  Ferdinand,  81  (none  went 
past  ninth  grade) — planned  retire- 
ment, company  passed  smoothly  to 
third  generation  1977.  Today  A. 
Duda  &  Sons,  one  of  nation's  largest 
vegetable  growers.  Also  real  estate 
development.  Estimated  60  family 
members  share  land,  citrus,  vegetable 
empire  worth  at  least  $325  million. 

Heirs  of  Pierre  Samuel 
duPontn 

Wilmington,  Del.  Descendants  of 
Pierre  Samuel  du  Pont  de  Ncnxiurs 
( 1 739 - 1 8 1 7 ),  French  Ph>-5iocrai  who 
fled  revolurionar\-  terror  for  America 
1800.  Son  Elcutherc  Ircnec,  chem- 
ist's apprentice,  tbundcd  gunptiwdcr 
factors'  on  Brand\A\ine  Occk  1802. 
Company  and  famih  pn^spcrcd, 
dominated  Powder  Tnist  late  1800s. 
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After  family  battle  for  company  con- 
trol, Pierre  S.  du  Pont  II  emerged  as 
leading  figure,  with  2  cousins,  1915. 
Lucrative  World  War  I  munitions 
contracts  led  to  vast  growth,  profits, 
despised  sobriquet  "Merchants  of 
Death."  Founded  Christiana  Securi- 
ties as  family  holding  company  for  Du 
Pont  (merged  into  Du  Pont  1977 
under  government  antitrust  pres- 
sure). Rescued  nascent  General  Mo- 
tors 1920s,  about  one-third  interest. 
Also  Hercules  Powder  Co.,  U.S. 
Rubber  (later  Uniroyal),  etc.  Bought 
out  cousins  in  fiirther  struggles  for 
control  of  Du  Pont.  Childless,  Pierre 
divided  bulk  of  fortune  among  sib- 
lings and  nephew  before  death  in 
1958.  His  family  branch  built  up  Wil- 
mington Trust  Co.,  while  dissident 
branches  established  Delaware  Trust 
Co.  Numerous  descendants  of  Pierre 
II  siblings  still  control  over  1 5%  of  Du 
Pont;  are  the  wealthiest  du  Ponts  by 
far.  Says  one  family  member:  "The 
thing  about  the  du  Ponts  is  that  some 
are  very,  very  rich,  and  the  others  are 
just  plain  old  rich."  This  branch  (in- 
cluding the  listed  individuals)  has  esti- 
mated worth  over  $8.6  billion.  Nu- 
merous collateral  du  Pont  families, 
many  also  wealthy. 

Firestone 

Tires.  Akron,  Ohio  et  al.  Descendants 
of  Harvey  S.  Firestone  (d.  1938), 
industrialist,  saw  fiiture  in  rubber: 
"An  automobile  industry  without  a 
tire  is  useless  .  .  .  without  rubber  we 
cannot  carry  on  at  all."  Put  in 
$20,000  startup  capital  to  form  Fire- 
stone Tire  &  Rubber  Co.  1900. 
Turned  company  into  leading  suppli- 
er of  automobile  tires.  Long  run  by 
family:  Sons  Harvey  Jr.,  Leonard  and 
Raymond  were  company  executives. 
Firm  fell  on  hard  times  1980s;  ac- 
quired by  Bridgestone  Corp.  for  $2.6 
billion  ($80/share)  1988;  renamed 
Bridgestone/Firestone.  By  time  of 
merger,  family  shares  mosdy  sold  off. 
Family  estimated  worth  over  $300 
million. 


Gore 

W.L.  Gore  &  Associates.  Newark, 
Del.  Founder  Wilbert  L.  Gore  (d. 
1986)  Du  Pont  employee,  worked  on 
Teflon  1957.  Du  Pont  not  interested 


in  selling  finished  Teflon  goods;  Wil- 
bert, wife  Vieve  started  own  business 
1958.  First  insulated  cable;  then 
Gore -Tex — durable  fabric  later  used 
in  space  suits.  Son  Bob  took  over 
1975.  Company  best  known  for 
sportswear,  raincoats,  etc.,  but  also 
medical  (surgical  patches,  artificial 
ligaments),  telecommunications  (ca- 
bles), industrial  products  (filters). 
Original  patent  expires  1993,  but 
"We've  patented  hundreds  of  uses 
and  we  expect  to  come  up  with  hun- 
dreds more."  Sales  estimated  near 
$675  million.  Employees  getting 
stock.  Family  shares  still  estimated 
worth  $500  million. 

Graham 

Washington,  D.C.  Washington  Post 
Co.  Eugene  Meyer,  retired  Wall 
Street  banker,  bought  bankrupt  com- 
pany 1933  out  of  boredom.  Daughter 
Katharine's  husband,  Philip  Graham, 
took  over  1946,  restored  Post; 
bought     Newsweek     1961.     Philip: 


Alan  C.  Ashton 
The  biggest  prob- 
lem facing  his 
WordPerfect 
Corp.  is  what  to  do 
for  an  encore  in 
the  1990s.  His 
word  processing 
program  still  domi- 
nates the  field. 
But  few  hot  soft- 
ware publishers 
aside  from  Micro- 
soft come  up 
with  a  second  big 
winner. 


mental  illness,  suicide  1963.  House- 
wife Kay  took  over.  "I  quickly  learned 
that  things  don't  stand  still.  You  have 
to  make  decisions."  Made  newspaper 
enormously  successfiil;  it  broke  Wa- 
tergate story  1972.  Led  acquisitions 
TV  stations,  cellular  franchises.  Now 
media  empire.  Son  Donald,  46, 
joined  Post  1971  as  reporter,  ceo  last 
May;  Kay,  74,  stays  chairman.  Don- 
ald: "My  mother  has  given  me  every- 
thing except  an  easy  path  to  follow." 
Family's  Post  shares  recendy  worth 
over  $360  miUion. 

Giind 

Cleveland  origin.  Six  children  of 
George  Gund  Jr.  (d.  1966),  Har\ard 
Business  School  grad,  liquidated  fam- 
ily brcwen,'  during  Prohibition, 
bought  decaft'einated  coftee  company 
1919.  Sold  to  Kellogg  1927;  now 
Sanka  at  General  Foods.  Invested  real 
estate,  Cleveland  Trust  (became  pres- 
ident 1941).  Sons  George  III,  Gor- 
don own  Cleveland  (basketball)  Cav- 
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alicrs,  stadium.  Sold  Minnesota 
(hockey)  Northstars  to  get  new  San 
Francisco  nhl  franchise  1991. 
George  owns  advertising  agency  in 
Nevada,  Washington.  Gordon,  blind 
from  retinitis  pigmentosa,  venture 
capitalist  in  Princeton,  N.J.  Sister  Ag- 
nes ^  art  collector  on  board  New 
York's  Museum  of  Modern  Art,  etc. 
Brother  Graham  noted  architect. 
Family  worth  at  least  $1.3  billion. 

Haebler 

International  Flavors  &  Fragrances. 
Descendants  of  American- born  Wil- 
liam T.  Haebler,  who  founded  iff 
1929  with  Dutch  immigrant  A.L.  van 
Ameringen.  Major  investments  in 
plant,  equipment  1950s,  1960s.  To- 
day leading  maker  products  adding 
flavor,  odor  to  perfiimes,  soaps, 
drinks,  etc.  Spends  heavily  on  re- 
search. Does  not  disclose  clients,  but 
reportedly  makes  scent  for  Calvin 
Klein's  perfume  Eternity.  William  set 
up  trust  for  daughters  PoUy,  Ellen  and 
Ann.  Polly:  Milwaukee.  Married  to 
William  van  Dyke  III,  Smith  Barney 
executive  who  likes  fishing  in  Alaska; 
3  daughters.  Ellen:  Darien,  Conn.; 
Key  Largo,  Fla.  Married  to  Philip 
Skove.  Ann  died  1988.  iff  interests 
Polly,  Ellen,  Ann's  2  sons  recendy 
worth  $555  miUion. 

Hillenbrand 

Batesville,  Ind.  et  al.  Augustine  Wil- 
helm  Hillenbrand,  German  immi- 
grant, left  New  Orleans  1837  for 
Batesville.  Son  John  started  ftirniture 
business  1881,  then  expanded  into 
caskets.  His  son  John  A.  bought 
bankrupt  coffin  company  1906.  First 
to  mass-market  air-  and  watertight 
caskets  1940.  Hill- Rom  created  in 
1929:  manufacturer  of  hospital  beds, 
the  first  producer  of  electrically  oper- 
ated beds  1950.  Hillenbrand  Indus- 
tries acquired  luggage  company 
American  Tourister  1978,  Medeco 
Security  Locks  1984,  ssi  Medical  Ser- 
vices 1985;  also  still  world's  leading 
casketmaker.  Company  stresses  effi- 
cient manufacturing,  innovative  de- 
sign and  aggressive  marketing.  Daniel 
A.  Hillenbrand,  68,  chairman;  W  Au- 
gust (Gus),  51,  his  nephew,  presi- 
dent. The  family's  63%  recently  worth 
$1.1  billion. 


Hixon 

Pasadena.  Joseph  Hixon  ensured  for- 
tune with  major  investment  in  amp 
stock;  increased  holding  to  45%  by 
1959.  AMP  became  leading  producer 
electronic  connectors  for  computers, 
appliances;  custom  designs  produc- 
tion machines  to  fit  customers'  assem- 
bly lines:  indispensable  supplier.  Cur- 
rent generation  merged  family  hold- 
ing company  Midland  Investment 
into  AMP  1981.  Joseph's  son  Freder- 
ick (d.  1978)  moved  to  San  Antonio, 
invested  in  ranches,  oil,  venture  capi- 
tal provider.  Another  son,  Alexander, 
AMP  director  until  1987;  lives  Pasade- 
na, travels,  golfs;  wife  Adelaide  volun- 
teers: United  Way,  Planned  Parent- 
hood. Family  shuns  press.  Original 
AMP  holdings,  if  still  ftilly  retained, 
exceed  $770  million. 


Horvitz 

Cleveland  area;  Fort  Lauderdale. 
Three  sons  of  Samuel  A.  Horvitz,  self- 
made  media,  real  estate  mogul. 
Street-corner  newsboy,  educated  to 
eighth  grade.  Founded  road  con- 
struction company  1916;  later,  real 
estate  development  firm,  acquired 
5,000  Florida  acres;  added  2  Ohio 
newspapers.  Left  fortune  in  trust 
1956  divided  among  adversarial  sons: 
Harry  ran  newspapers;  Leonard,  con- 
struction; William,  real  estate.  After 
mother's  death  1977,  brothers'  feud- 
ing ended  in  fistfights,  lawsuits.  Exas- 
perated probate  judge  liquidated 
trust  1986.  Brothers  say  life  now 
"much  better;  all  at  peace,  all  getting 
along."  Today  the  family  believed 
worth  at  least  $750  million,  possibly 
much  higher:  "It's  just  three  families 
each  running  their  own  pot." 

Hoyt 

NYC  area,  Santa  Fe.  After  Princeton, 
Henry  Hamilton  Hoyt  left  successftil 
import-export  business.  Entered  fa- 
ther-in-law's company,  maker  of  Car- 
ter's Litde  Liver  Pills.  By  1929  man- 
aging director;  bought  control  anon- 
ymously, cut  dividends.  Enlisted 
chemist  John  Wallace  to  develop  new 
products:  Arrid  deodorant,  Nair  hair 
remover,  Rise  shaving  cream.  During 
WWII:  foot  powder  for  Gis.  "Liver" 
dropped  from  pills  after  17  year  gov- 


ernment suit  resolved  1959.  Grew 
through  acquisitions  from  1960s. 
Carter- Wallace  stock  spurred  by  aids 
scare:  Trojan  condoms  acquired 
1985,  now  over  50%  market  share. 
Henry  Sr.  died  last  year  at  95.  Sons 
Henry  Jr.  and  Charles  run  company. 
Family  shares  recendy  worth  $625 
million. 


Hughes 

Fortune  built  by  legendary  tycoon 
Howard  Hughes  Jr.  Father  patented 
oil-well  drill  bit  1909;  Jr.  inherited 
age  18;  made  movies,  set  flying  re- 
cords, created  Hughes  Aircraft, 
owned  twa,  dabbled  in  Hollywood. 
Turned  weird,  secretive.  Died  1976, 
no  will,  no  immediate  family.  Bulk  of 
fortune  in  Howard  Hughes  Medical 
Institute.  Cousin  William  Lummis 
took  over  Summa  Corp.;  assets  esti- 
mated $168  rrillion  1976.  Five-year 
search  for  heirs,  dozens  of  ftumy 
claims;  built  up  real  estate;  today  still 
holding  900  acres  la,  developing 
25,000  acres  near  Las  Vegas.  Hughes 
hated  lawyers,  but  law  firms  may  be 
biggest  beneficiaries.  Lummis  next  at 
about  3.5%.  Over  100  people  share  in 
estate;  over  $500  million  distributed. 


Hunting 

Idema 

Wege 

Steelcase.  Grand  Rapids,  Mich.  Peter 
Wege  (d.  1944),  sheet  metal  worker 
and  holder  of  6  patents,  got  idea  for 
fireproof  metal  office  ftirniture; 
launched  own  firm  1912.  Big  success 
with  first  metal  wastebasket.  Pros- 
pered 1920s,  surN-ived  Depression. 
Patented  modem -day  suspension 
cabinet  1934.  Changed  company 
name  to  Steelcase  1954.  Henr>' 
Idema  (d.  1951 )  one  of  original  inves- 
tors. Da\id  Hunting  (now  99)  joined 
after,  brought  other  investors.  Be- 
came sales  chief,  now  board  member. 
Henr\''s  son  Walter  (d.  1979)  set  up 
financial  controls;  daughter  Mar>' 
married  current  chairman,  Robert 
Pew,  68.  Policies:  tight  control,  quali 
tA'  design;  gcxxi  pay,  benefits  in  non 
union  shop;  aggressive  marketing;  in- 
dependent— exclusive  dealerships 
(over  500).  Leader  in  office  ftirniture : 
fiscal  1991  sales  $2.24  billion  world 


cw 
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wide.  Corporate  culture  encourages 
creativity;  actively  aquired  small  de- 
sign firms  to  produce  more  interest- 
ing furniture.  Three  families  share 
company  valued  at  S2  billion. 

Irvine 

Inheritance,  lawsuits.  Middleburg, 
Va.;  Corona  Del  Mar,  Calif.  James 
Irvine  built  Orange  County  catde  em- 
pire. Son  James  Jr.  farmed.  When  heir 
James  III  died  of  tuberculosis  mid- 
30s,  Jr.  set  up  foundation  run  by 
business  cronies  with  54%  of 
120,000-acre  ranch;  drowned  suspi- 
ciously 1947.  Second  son  Myford, 
gambler,  died  of  "self-inflicted"  gun- 
shot wounds.  James  Ill's  widow  Ath- 
alie ,  daughter  Athalie  ( "Joan" )  inher- 
ited 22%.  Joan,  58,  filed  over  20 
lawsuits  for  asset  mismanagement; 
won.  Joined  Taubman- Allen- Bren 
(see  all);  Irvine  Ranch  buyout  1977, 
sold  11%  for  $76  million,  reinvested; 
held  11%  new  company.  Bren  bought 
control  1983;  Joan  sued  for  better 
price;  recendy  got  over  $250  million 
in  setdement.  She,  mother  share  esti- 
mated $350  million. 

Jenkins 

Publix  Super  Markets.  Lakeland,  Fla. 
George  Washington  Jenkins,  84, 
worked  for  Piggly-Wiggly  for  4  years, 
then  "hitchhiked  to  Florida  in  1924 
with  $7  in  his  pocket."  Founded  Pub- 
lix 1930,  named  after  a  movie  theater 
chain:  "My  father  liked  that  name," 
says  Howard,  one  of  George's  5  living 
children  (1  son  deceased).  Bv  1950, 
21  stores;  by  1991,  386,  aU  Florida. 
Chairman  Howard,  40:  "Florida  is 
the  fastest- growing  state  in  the  coun- 
try, and  we  didn't  feel  like  we  should 
grow  any  faster  than  that."  But  now  2 
stores  under  construction,  planned  in 
Georgia.  Company's  66,000  employ- 
ees own  all  Publix  shares;  1990  sales 
of  $5.8  billion.  Family's  portion 
worth  over  $640  million. 

Jordan 

Boston  origin.  Retailing,  publishing. 
With  $1, 14-year-old  Eben  Jordan  set 
oflffi-om  Danville,  Me.  1836  for  Bos- 
ton. Worked  as  a  farmhand,  errand 
boy.  In  1851  started  retailer  Jordan 
Marsh  with  partner  Ben  Marsh  (even- 


tually sold  to  Allied  Stores).  Invested 
wisely:  funded  Charles  Taylor's  (see 
family)  revived  Boston  Globe.  Jor 
dan's  heirs  still  hold  big  piece  of 
umbrella  Affiliated  Publications. 
Family  shared  in  killing  in  1980s  from 
Affiliated's  investment  in  McCaw 
Cellular,  1989  spinoflf.  Prominent 
Jordan:  Dorothy  (Mrs.  Randolph  A. 
Kidder),  2  children.  Family  trust  still 
has  about  13  million  shares  Affiliated, 
1 1  million  McCaw;  trust  terminates 
1996,  when  stock  will  be  distributed 
to  family.  Shares  recendy  tipped  scales 
at  $645  million. 


Kaskel 

NYC.  Father  Alfi-ed  (d.  1968)  buUt 
Doral  Hotel  &  Country  Club,  Miami; 
bought  four  rundown  ntc  hotels  ear- 
ly 1960s.  Son  Howard  now  runs 
3, 000 -room,  respected  Doral  chain. 
Also  Carol  Management,  runs  apart- 
ments NYC,  Chicago,  Conn.;  also 
prime  NYC  office  space.  Nephew  Ste- 
ven Schragis  launched  Carol  Publish- 
ing and  Birch  Lane  Press  1989.  Kas- 
kels  paid  $60  million  for  Westchester 
hotel/conference  center  1986.  Lost 
1987  Kansas  City  Southern  takeover 
bid,  sold  11%  1988  for  no  gain.  Col- 
league: Howard,  54,  "doesn't  have 


the  personality'  of  a  raider."  Real  es- 
tate recession  took  toll  on  holdings 
shared  by  Howard,  2  sisters:  Family 
estimate  down  to  $400  million. 


KeUey 

Honolulu.  Roy  Cecil  Kelley,  use  ar- 
chitecture grad,  arrived  Hawaii  1929. 
Designed  landmarks,  homes.  Bor- 
rowed $10,000,  built  first  apanment 
house  1933.  Witnessed  Pearl  Harbor 
attack  fi-om  rooftop.  "Wizard  of  Wai- 
kiki"  foresaw  islands'  potential  as 
middle-class  "tourist  factor)'."  Built 
first  hotel  1947  planning  on  high 
occupancy,  low  rates:  "Our  whole 
attitude  was  utilitarian."  Utilitarian- 
ism successful  enough  to  build  9,000- 
room  Outrigger  Hotel  chain, 
Hawaii's  largest  (owns  15,  manages 
11);  growing  mainland  presence.  Re- 
cendy purchased  a  southern  Califor- 
nia Clarion  hotel  (business  clientele). 
Roy,  86,  retired;  son  Richard,  58, 
Harvard -trained  pathologist,  now  in 
charge.  Family  fortune  estimated  at 
$400  million. 


Kennedy 

Boston  origin.  Joseph  Patrick  Kerme- 
dy  (d.  1969)  rose  from  modest  south 


Fred  Smith:  winning,  but  getting  An,p^d  by  technology 

Smith  trounc«d  the  Postal  S«rvic«  wKh  overni^  air  package  delivery.  It  worited 
brilliantly:  Federal  Exprees  monitored  everything  by  computers,  from  the  instant  the 
driver  put  the  package  in  the  truck.  But  cheap  fax  machines  everywhere  zapped  his 
ZapMail  faxing  service  and  cost  Fed  Ex  $350  million.  Now  the  company  is  spending 
heavily  as  It  tries  to  grow  overseas. 
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;o>ri>n  beginnings  to  bank  president 
i^e  25.  Wall  Street  speculator,  went 
hort  before  1929  crash,  liuge  gains. 
I^ter  outlawed  own  trading  methods 
as  first  head  sec.  Married  Rose  Fitz- 
gerald, daughter  of  Boston  mayor 
(Honey  Fitz),  1914.  From  9  children 
emerged  political  dynasty,  tragedy. 
Son  Joe  killed  World  War  II;  daughter 
Rosemary  retarded.  John  F.,  senator, 
President,  and  Robert  F.,  senator, 
attorney  general,  both  assassinated. 
Edward    M.,    senator,    presidential 
chances  destroyed   at  Chappaquid- 
dick.  William  Kennedy  Smith,  Jo- 
seph's grandson,  awaits  Palm  Beach 
rape  trial.  Family  wealth  apparendy 
less  than  previously  believed  (see  p. 
34):  now  estimated  some  $350  mil- 
lion, paying  bills  of  more  than  50 
Kennedys. 


King 

Short  Hills,  N.J.,  nyc,  Calif,  et  al. 
Charles  King  (d.  1972)  pioneer  radio 
syndicator  1930s,  formed  TV  syndica- 
tion company  King  World  Produc- 
tions 1964.  Sons  Roger,  Michael  took 
over  early  1970s.  Hit  bigtime  1980s 
with  syndication  rights  to  Wheel  of 
Fortune,  Jeopardy!,   Oprah  Winfrey; 
top  3  syndicated  shows.  Also  produce 
tabloid  journalism  show  Inside  Edi- 
tion; new  Candid  Camera  this  fall. 
Sixteen-hour  workdays  not  uncom- 
mon for  brothers.  Roger,  47,  chair- 
man; Michael,  43,  president  and  CEO; 
Diana,  42,  vice  president  and  treasur- 
er; Richard,  50,  director.  Sister  Karen 
quit  1986,  eldest  brother  Robert  sold 
out  for  $1.7  million  before  company 
went  public  1984.  Widi  35%  stock, 
etc.,  worth  at  least  $500  million.  "We 
do  our  homework." 

Kleberg 

King  Ranch,  Tex.  Richard  King 
(1824-85),  Rio  Grande  steamboat 
captain,  bought  Spanish  land  grants 
south  Texas  1850s,  started  country's 
most  famous  ranch.  Bulk  (over 
800,000  acres)  to  daughter  and  hus- 
band Robert  Kleberg.  Formed  King 
Ranch  Corp.  Descendants,  with  Ex- 
xon, developed  big  oil  finds.  Family 
built  up  ranches  Argentina,  Venezue- 
la, Spain,  Morocco,  Australia  (7.6 
million  acres),  Brazil.  Nonfamily 
member  Leroy  Denman,  chairman  of 


King  Ranch,  sold  all  overseas  except 
Brazil.  Family  clash  led  to  buyout, 
departure  of  former  managers  Roger 
Shelton,  Belton  Kleberg  Johnson 
mid-1970s.  Stephen  (Tio)  Kleberg 
runs  daily  operations.  Robert's  de- 
scendants believed  worth  about  $1 
billion. 


Kohler 

Kohler,  Wis.,  et  al.  John  M.  Kohler 
bought    iron    foundry    1873;    sold 
enameled  hog  scalder  as  inexpensive 
bathtub  to  swelling  immigrant  mar- 
ket; expanded  to  other  bathroom  fix- 
tures. Son  Walter  thought  big:  insti- 
tuted 50 -year  plan  (this  one  worked, 
unlike  Mao's),  brought  in  Frederick 
Law  Olmsted's  firm  (designer  nyc's 
Central   Park)    to   design   company 
town;    the    governor   of  Wisconsin 
1929-31.  Walter  Jr.   also  governor 
1951-57.  Uncle  Herb  took  over  firm 
1940s,  and  ran  until  his  death  in 
1968;  weathered  bitter  UAW  strike 
1954-62.  Herb  Jr.,  52,  former  hippie, 
chairman    1972.    "Hipness"   didn't 
hurt:  sales  now  estimated  over  $1.3 
billion.  However,  the  company  car- 
ries much  debt.  Family  fortune  esti- 
mated over  $500  million. 


Lawrence 

NYC  area.  Heirs  of  Sylvan  Lawrence 
(ne  Cohn),  whose  great- grandpar- 
ents began  nyc  real  estate  empire 
1860s.  Sylvan  tuice  college  dropout, 
sold  bikes  for  father-in-law.  Drug- 
store soda  jerk   1946;  big  brotiier 
Seymour  Cohn    (which  see)  invited 
Sylvan    into    real    estate.    Togetiier 
launched  impressive  Manhattan  em- 
pire; at  peak  12  million  sq.  k.  office 
space.  Seymour:  "Being  brothers,  we 
had  a  tremendous  edge.  We  went  to 
work  together,  we  came  home  to- 
gether. We  always  worked  Saturdays. 
Sundays  we'd  talk  real  estate."  Sylvan 
d.   1981   (cancer),  many  properties 
sold  for  nearly  $800  million.  Sey- 
mour: "1  never  looked  at  it  as  if  we 
were  two  people.  We  were  one."  Syl- 
van's  heirs'  worth  estimated  at  least 
$390  million. 

LiUy 

Indianapolis,  et  al.  Descendants  of 
Colonel  Eli  Lilly,  Ci\il  War  veteran, 
opened  Lilly's  Laboraton-  1876.  Son 
Josiah  took  over  1901,  introduced 
first  commercial  insulin  1920s.  His 
two  sons  first  to  mass-produce  Salk 


David  (left)  dnd  Charles  Koch,  victors  in  the  family  feud 
Fred  Koch,  their  father,  developed  a  refining  process  that  started  the  famiry's  vast 
private  fortune.  But  he  couldn't  figure  out  how  to  keep  his  four  boys  from  battling  over 
everything  from  sports  to  business.  Charies  and  David's  solution:  They  bought  out 
their  two  brothers  in  1983  and,  billionaires  now,  have  long  lived  far  apart.  Charles  is  In 
Wichita  at  company  headquarters,  David  in  New  Yorli. 
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150  Year  Old  Technology  Weds  Silicon 
Valley's  Most  Glamorous  Star. 

If  you  think  of  microfiche  as  a 
medium  relegated  to  the  basement 
archives,  then  you  need  to  dust  off  your 
view  of  what's  happenir^  at  Anacornp. 

We  recently  marrieothe  old  reliaBle 
microfiche  to  the  most  glamorous  graph- 
ics capabilities  that  today's  computer 
chips  can  muster  in  the  world's  fastest, 
most  efficient,  most  productive  informa- 
tion and  image  management  (I  &.  IKl) 
system :  TheDatagraphiXXFP  2000^ . 

You  Can  Put  AWhole  Library 
In  A  File  Cabinet* 

ThenewXFP  2000 
has  spawned  a  won- 
drous storage  fiche 
called  "Wonder 
Fiche."  It  has  all  the 
advantages  of  space 
and  paper  savings  that 
alone  may  pay  for  the 
cost  of  the  system. 


The  Wonder  Fiche  Digests 

Data  Faster  Because 

It  Takes  Ferocious  Bytes. 

Our  system  is  software -driven, 
designed  to  double  the  throughput  of 
con^)etitive  micro^phics  setups. 
Speod  andproducti  vity  are  enhanced. 
And  with  features  like  Advanced 
Function  Indexing^^  and  Anatrieve"™ , 
sorting  and  retrieval  of  microfiche  is 
virtually  automatic. 

What  You  Put  In 
Is  What  You  Get  Out. 

The  "Advanced  Function  Plat- 
form" of  the  XFP  2000  enables  one  to 
duplicate  forms  and  documents  with 
the  same  graphics  as  the  original.  It 
offers  enhanced  graphics  capabilities 
with  the  ability  to  replicate  a 
variety  of  fonts,  forms,  signa- 
tures, logotyp)es,  invoices  and 
statements  which  have  the 
"branded"  and  "corporate- 
look"  of  the  original.  No  wonder 


nearly  all  of  America's 
1,000  largest  cor- 
porations nave  a 
relationship  with  us. 

It  Ain't  The  Same 
Old  Fiche  Story. 

Fiche  and  chips  can 
be  a  blue  chip  investment 
for  your  company.  For 
iiiformation  on  owning  an  Anacomp 
I  &.  IM  system,  or  on  how  we  can  handle 
your  needs  through  one  of  our  service 
bureaus,  write  J.  Mark  Woods,  E.V.P., 
Anacomp,  lnc.j3060  Peachtree  Road, 
N.W.,  Suite  1 700,  Atlanta,  Georgia 
30305.  Or  call  404-262-2667. 

THE  IMAGE  OF  THE  FUTURI 

anacomii 

01991  Anacomp,  Inc.  Anacomp  and  DMagraphlXiRragiMcnd 
tndnnaricsa^ Anacomp.  Inc.  Dw^iphiXXIP 2000 (aJ XFP 
2000),  A<Kw>ced  hatction  Indextaig  mJ  Anacnevc  ■«  tndnnaria 
of  Anacomp,  Inc. 


BMILY  FORTUNES 


.^^zinc  1950s.  Company  mar- 

.eied  first  drug  based  on  gene-splic- 
ng,  Humuiin,  1982.  Total  1990  rev- 
enues: S5.2  billion.  But  also  legal 
problems  1970s,  1980s:  Oraflex,  des, 
Darvon.  Nonfamily  management. 
Vast  family  philanthropies:  Lilly  En- 
dowment, set  up  1937,  $2  billion 
trust  for  Indiana  educational,  reli- 
gious development.  Family  vague  on 
stockholdings:  If  diversified  out  of 
Lilly  into,  say,  DJIA,  might  be  worth 
only  SI  billion.  If  held  on  to  original 
Lilly  shares,  over  $2  billion. 


L^es 

Tampa,  New  Orleans  et  al.  Descen- 
dants of  Dr.  Howell  Tyson  Lykes  (d. 
1907),  who  inherited  500  acres  near 
Brooks\iUe,  Fla.;  became  rancher 
1870s.  With  7  sons,  amassed  fortune 
raising,  shipping  cattle  to  Cuba. 
Lykes  brothers  diversified  1940s:  in- 
surance, real  estate,  steelmaking,  nat- 
ural gas,  banking,  citrus,  ocean  ship- 
ping. Lost  Cuban  acreage  in  Castro 
takeover.  Merged  steel  operations 
with  LT\'  Corp.  1978;  escaped  mosdy 
unscathed  fi-om  lt\'  crash  1986.  Fam- 
ily bought  famed  steamship  line  back 
fi-om  LTA'  1983.  Own  some  350,000 
acres  Glades  Count\',  Fla.;  250,000 
acres  Texas  ranchland.  Great-grand- 
son Thompson  Lykes  Rankin,  51, 
heads  empire.  Some  200  family  mem- 
bers quietly  share  estimated  $565  mil- 
lion fortune. 


Mack 

NTC  et  al.  Descendants  of  Philip 
Mack,  Russian  immigrant  who 
founded  construction/demolition 
company  at  turn  of  centur\^:  "He  got 
his  startup  capital  by  putting  his  mon- 
ey under  the  mattress."  Son  H.  Bert, 
grandsons  built  Mack  Co.  into  pio- 
neer suburban  commercial  develop- 
ment firm;  industrial  sites  N.J.  Mead- 
owlands  1960s,  office  parks  1970s. 
Now  control  over  11  million  sq.  ft. 
industrial  space,  5  million  sq.  ft.  office 
space  N.Y.,  N.J.,  Pa.,  Fla.,  Ariz. 
Slowed  down  development  1987, 
ahead  of  real  estate  bust:  "The  time  to 
buy  an  umbrella  is  when  the  sun  is 
shining."  Backed  Paul  Bilzcrian 
Hammermill  bid  1986,  split  $58  mil- 
lion profit;  also  Arkansas  Best  1988. 
Estimated  S300  million  or  more. 


Marriott 

Washington,  D.C.  Heirs  of  J.  Willard 
Marriott  Sr.  (d.  1985),  rancher's  son 
bom  in  Marriott,  Utah;  family  among 
early  pioneers.  Worked  way  through 
college.  Married  1927,  moved  to 
Washington,  D.C,  with  wife  started 
A&w  root  beer  stand.  Pioneered  air- 
line catering  1937.  Opened  first  hotel 
1957;  start  of  worldwide  conglomer- 
ate of  hotels,  restaurants,  etc.  Bought 
Howard  Johnson  Co.  1985.  Wife, 
sons  run  company.  Concentrating  on 
lodging,  contract  services  (airport, 
toll-road  concessions);  selling  ofi^ res- 
taurant, food  service  (Roy  Rogers  res- 
taurants 1990,  airplane  catering 
1989).  Family's  stock,  other  assets 
worth  some  $690  million.  Bill  Jr.:  "I 
have  to  make  sure  we  do  things  right. 
It's  my  name  over  the  door." 

McClatchy 

Sacramento  et  al.  Decendants  of  Irish 
immigrant  James  McClatchy,  briefly 
reporter  for  N.Y.  Tribune  under  Hor- 
ace Greeley;  went  West  1849.  Four 
businessmen  founded  the  Sacramen- 
to Bee  1857,  James  editor  same  year; 
acquired  one-third  for  SI, 800  in 
1866,  family  had  ftill  ownership  by 
1883.  Sons  C.K.  and  Valentine  edi- 
tor, publisher  respectively;  C.K. 
bought  out  brother;  died  1936. 
C.K-'s  son  Carlos,  daughter  Eleanor 
ran  papers  until  Eleanor's  death 
1980.  Her  nephew  Charles  took  pub- 
he  1988;  died  suddenly  1989. 
Charles'  brother  James  chairman, 
publisher.  Company  now  1 1  dailies,  8 
nondailies.  Family  stock  recendy 
worth  over  S500  million. 

McGraw 

MC  et  al.  Descendants  of  James  H. 
McGraw  Sr.,  schoolteacher  who  sold 
magazine  subscriptions  on  side 
1800s.  Took  piece  of  failing  transpor- 
tation magazine  1888  in  lieu  of  un- 
paid commissions.  Bought  more 
transportation,  electricitv'  magazines. 
Teamed  with  John  Hill,  owner  2  simi 
iar  publications,  1909,  formed 
McGraw  Hill.  Hill  died  1917.  By  late 
1920s  20  magazines,  book  business. 
John's  grandson  Harold  W.  McGraw 
Jr.,  retired  chairman;  noted  for 
thwarting  SI   billion  American  Ex- 


press takeover  attempt  1979.  Har- 
old's son,  Harold  (Terry)  W. 
McGraw  III  executive  vice  president, 
heir  apparent.  Family  split  into  many 
factions,  takeover  talk  still  around, 
but  still  controls  about  20%,  recently 
worth  nearlv  5470  million. 


Mead 

Consolidated  Papers.  Wisconsin  Rap- 
ids, Wis.  George  W.  Mead  (d.  1961 ), 
Illinois  fiomiture  salesman,  sought  to 
setde  father-in-law's  estate  1902; 
sought  qualified  paperman  to  run  hy- 
droelectric, paper  conglomerate  to  no 
avail;  stayed  59  years.  Son  Stanton  ran 
company  1950-66,  modernized;  con- 
servationist, philanthropist.  Grand- 
son George  II  joined  company  1952, 
succeeded  father  as  president  1966; 
navigated  lean  early  1970s  imtil  main 
customer,  magazine  industrv',  recov- 
ered. Company  still  has  first  coated 
paper  account,  also  Forbes.  Today 
again  tough  market,  paper  surplus: 
"We're  selling  verv'  hard."  Aggressive 
$800-million-plus  capital  spending 
featuring  2  paper  machines.  Neariy  80 
family  members  share  stock  recendy 
worth  over  S645  million. 


Mellon 

Pittsburgh  area.  Founding  father  An- 
drew MeUon  arrived  U.S.1818.  With 
brother  bought  farmland.  Died  1856. 
Son  Judge  Thomas  Mellon  studied 
law,  attended  Western  U.  Invested  in 
coal,  real  estate.  Started  T.  Mellon  & 
Sons,  predecessor  of  today's  Mellon 
Bank.  Common  Pleas  Judge,  quit 
1869:  "...  I  was  making  too  great  a 
pecunian*  sacrifice."  His  sons  An- 
drew, Richard  B.  turned  father's 
holdings  into  one  of  three  largest 
American  fortunes  pre-W\Vl  (with 
Rockfellcr,  Vanderbilt).  Andrew 
leader  in  creating  financial  instiru 
tions,  venture  capital  (Alcoa,  Kop- 
p>ers.  Gulf  Oil,  etc.).  U.S.  Trcasun.- 
Secrctan  1921  32;  reduced  national 
debt  ftx>m  S24  billion  to  S16  billion. 
Exonerated  after  death  1937  of  in- 
come tax  fi^ud  charges.  R.B.'s  son, 
Richard  King  Mellon,  managed  the 
family  businesses  for  30  years,  central- 
ized control  of  fortune  in  Pittsburgh. 
Revitalized  Pittsburgh:  Sl60-mil- 
lion  plus  Mellon  funds  to  Camcpc 
Mellon,    Universin.    of   Pittsburgh. 
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Famih'  tbrtunc,  prudentK'  managed, 
should  exceed  S4.3  billion.  (Str  vari- 
,yus  MelUmSy  ScaifCy  May,  Conover, 
Curriers.) 


Milstein 

NTC  and  Scarsdale,  N.Y.  Morris, 
founder  Circle  Floor  Co.  1919; 
floored  ntc  landmarks:  Rockefeller 
Center,  United  Nations,  etc.  Sons  Se\ - 
mour,  Paul  helped  out:  Paul  later 
headed  Circle;  Se\Tnour  ran  Mastic 
Tile  Corp.  of  America,  both  sold  by 
late  196()s.  Dove  into  real  estate  with 
684- unit  Dorchester  Towers  apart- 
ments 1964.  Milstein  Properties  built 
up  hotels,  10,000  apartments,  offices, 
etc.  Took  o\er  United  Brands  1975; 
ran,  sold  for  S40  million  profit  1985. 
Bought  ailing  Emigrant  Saxings  Bank 
1986.  Recent  real  estate  woes:  default- 
ed on  S 1 00  million  mortgage  for  Nor- 
mandie  Court;  restructured.  Sexinour 
sa>-s  company  financialh'  strong,  hon- 
oring nonrecourse  debt.  Net  worth 
mav  still  exceed  S425  million. 


Murphy 

Murphy  Oil  Corp.  El  Dorado,  Ark 
Banker  Charlie  Sr.,  "Mr.  Charlie"  ( d. 
1954),  built  100,000-acre  timber 
tarming  empire;  discovered  oil  Loui- 
siana 1920s.  Son  Charlie  Jr.  invested 
S5,000  gift  fi-om  grandfather  in  own 
oil  company.  Took  o\er  Murph\-  Oil 
at  21  after  fether  suffered  stroke;  had 
to  forgo  college  but  taught  self  clas- 
sics, languages.  Built  integrated  com- 
pany with  international  reserves,  re- 
fineries through  mergers,  explora- 
tion, reinvestment.  Now  70,  still 
chairman.  Three  sons,  3  other  rela- 
tives in  business;  1  daughter  not.  Se- 
cret of  famih-  company:  ''See  that 
your  sisters  marry  outstanding  men." 
Family  owx\s  26%  Murphy  stock,  Ar- 
kansas-Louisiana timberland.  Esti- 
mated worth;  S405  million. 

Nordstrom 

Nordstrom,  Inc.  Seattle.  Descen 
dants  of  John  W.  Nordstrom  (d. 
1963 ),  Swedish  immigrant  who  went 
West  in  1888  as  logger,  miner.  Made 
S 1 3,000  in  1 896  Klondike  gold  rush. 
Opened  a  small  shoe  store  in  Seattle 
1901.  By  1963  John's  sons  had  built 
company  into   largest   independent 


U.S.  shoe  chain  (27  stores).  Moved 
into  fashion  retailing  1960s,  went 
public  1971;  now  nationwide. 
Grandsons  John  N.  and  James  F.  both 
cochairmen;  cousin  Bruce  A.  also  co- 
chairman.  "We  outscr\ice,  not  out- 
smart." Recenth'  named  4  nonfamily 
members  as  copresidents,  promoted  2 
fourth -generation  Nordstroms.  Fam- 
ily shares  worth  around  51 .5  billion. 

Norris 

Lennox  International.  Descendants 
of  D.W.  Norris,  owner  Marshall  town 
(Iowa)  Tunes- Republican,  who 
helped  father-in-law  get  job  1904  by 


pa\ing  $40,000  to  buy  coal -furnace 
operations  from  machinist- inventor 
David  Lcrmox.  Pioneered  sheet  metal 
furnaces;  business  boomed  when 
country'  went  for  central  heating.  Son 
John  Norris  developed  oil  and  gas 
furnaces  1930s.  Now  estimated  sales 
are  more  than  $1  billion  annualh-; 
company  subsidiaries  include  Heat- 
craft  Inc.  and  .\rmstrong  Air  Condi- 
tioning. Founder's  grandson  John  Jr. 
took  charge  1980.  Company  stock 
passes  steadily  to  around  175  family 
members  as  gifts;  Norris  claims,  "You 
start  with  a  luck\'  gene  pool."  The 
family  is  worth  an  estimated  S430 
million. 


mr  1 

•  w«i  as  awybody  in  itoalmakjng  Ms  way 
to  a  MMior  MHpira.  Now  come  the  assot  laiet  to  pay 
down  cnishing  junk  debt.  A  Mg  question:  Can 
Pacalian  make  what  s  loft  of  RovkM  i^atfcia  is  tiM 

wodd  of  troody  packatfag,  ■HriMttat  aad  iBHiga? 
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FAMILY  FORTUNES 


O'Connor 

Victoria,  Tex.  Descendants  of  Thom- 
as O'Connor  (d.  1887),  Irish  immi- 
grant who  arrived  Texas  early  1830s, 
fought  in  Lone  Star  War  of  Indepen- 
dence 1836.  Built  up  400,000-acre 
rancliing  empire  southern  Texas. 
Two  sons  expanded,  added  200,000 
acres  out  of  state,  developed  Braford 
catde  (better  adapted  to  Gulf  Coast 
climate).  In  mid-1930s  discovered 
"Tom  O'Connor"  oilfield  on  land, 
one  of  largest,  most  productive  in 
Texas.  Family  also  owns  some  2  mil- 
lion shares  Victoria  Bancshares — a 
place  to  keep  the  money.  Steeped  in 
ranching  tradition,  now  adding  pres- 
ervation. Senior  family  member: 
"We're  just  caretakers  for  the  next 
generation."  About  30  O'Connors 
share  fortune  believed  worth  over 
$450  million. 

Pew 

Philadephia  origin.  Joseph  Newton 
Pew  Sr.  founded  Sun  Co.  (a.k.a.  Sun- 
oco) 1886,  developed  technique  to 
capture  and  pipe  previously  wasted 
natural  gas;  bought  into  legendary 
Spindletop  1901;  died  at  desk  1912. 
Son  J.  Howard  (d.  1971)  president 
1912-47,  returned  as  chairman  1963- 
70.  Last  Pew  to  run  firm.  R.  Anderson 
Pew,  54,  great-grandson  of  founder, 
heads  Sun  subsidiary.  Robert  C.  Pew 
married  Steelcase  heiress  (see  Hunt- 
in0,  Idema,  We£je)\  runs  that  compa- 
ny. Staunch  Republicans,  Presbyteri- 
ans, dispersed  nationwide.  Pew  Char- 
itable Trusts  among  largest  U.S.: 
education,  health  services,  etc.;  assets 
managed  through  Glenmede  Trust. 
Hundreds  of  family  members  own  4% 
Oryx  Energy,  4%  Sun  Co.,  etc.  esti- 
mated $515  million. 

Phipps 

Pittsburgh  origin.  Henry  Phipps,  son 
of  Philadelphia  cobbler,  became  ac- 
countant to  steel  titan  Andrew  Carne- 
gie, then  business  partner;  got  $50 
million  when  Carnegie  sold  steel  mills 
to  J. P.  Morgan  1901 .  Created  Besse 
mcr  Group  1907  (sentimental:  name 
of  moneymaking  steel  process)  to 
oversee  3  banks,  including  Bessemer 
Trust  designed  for  five  Phipps  chil- 
dren. Bc;  later  garnered  other  clients. 


grew  exponentially.  Now  manages 
over  $8  billion:  $1.8  billion  belongs 
to  Phippses.  In  fifiJi  generation,  over 
100  heirs  including  Guests,  Man- 
nings, Martins,  mostiy  N.Y.,  Fla.  Liti- 
gation galore  over  Group's  tight  con- 
trol of  family  fortune.  Other  real  es- 
tate, shipping,  oil,  gas  interests  bring 
family  wealth  to  some  $2.5  billion. 

Pigott 

Seattie.  Descendants  of  William  Pig- 
ott Sr.  Made  railway  cars  and  trailers 
for  Northwest  logging  industry; 
1905:  founded  Pacific  Car  &  Found- 
ry. Built  tanks,  tugs  WWII.  Son  Paul 
later  ventured  into  heavy-duty  trucks. 
Now,  as  Paccar,  produces  "Rolls- 
Royces"  of  trucking  industry,  Peter- 
bilt  and  Kenworth  class -8  trucks.  Rev- 
enues last  year  $2.6  billion,  down  21% 
in  recession.  This  year,  down  nearly 
24%  more  first  half  Awaiting  turn  in 
economy.  Family  maintains  estimated 
40%.  Added  poison  pill  against  possi- 
ble black  knight,  Harold  Simmons 
(which  see).  Grandson  Charles,  61, 
Paccar  CEO,  chairman.  James,  54,  left 
firm  over  10  years  ago.  More  than  30 
heirs  share  Paccar  recendy  worth  over 
$740  million. 

Pitcaim 

Bryn  Athyn,  Pa.  et  al.  Progenitor  John 
Pitcairn  from  Scotland;  launched 
glassmaking  plant  on  Allegheny  River 
1883;  built  ppc;  d.  1916".  Raymond 
took  over  business;  Thecxiore  became 
missionary;  Harold  helped  create 
autogiro.  Sons  pooled  inheritance  in 
family  trust.  Discontented  later  gen 
crations  sold  rrt;  shares  1985.  Started 


Walter  Jr.  (left)  and 
Rottert  Haas 
Waiter's  Oak- 
land A'sfalterad, 
but  the  family's 
Levi  Strauss  Dock- 
ers hit  a  homer  in 
a  new  growth  mar- 
ket: aging,  thick- 
ening boys. 


Pitcaim  Financial  Management 
Group.  Began  managing  outside 
money  1989;  now  over  $1.3  billion 
assets  (required  outsiders'  minimum, 
$4  million),  ppg  up,  Pitcaim  now 
repurchasing.  Family  assets  estimated 
at  least  $950  million,  some  evidence 
suggests  $1.2  billion.  "The  Pitcaims 
survived  because  they  have  a  ver\' 
strong  family  culture,  a  ver\'  strong 
familv  ethic." 


Pulitzer 

St.  Louis  et  al.  Descendants  of  Joseph 
Pulitzer  (1847-1911),  Hungarian 
immigrant  in  St.  Louis  after  Civil  War, 
bought  bankrupt  Dispatch  1878  for 
$2,500;  stressed  muckraking,  yellow 
journalism.  Eventually  merged  with 
Post;  bought  out  parmer.  Built  chain. 
Started  first  grad  school  for  joumal- 
ism,  Columbia,  1903;  also  Pulitzer 
awards.  Now  Pulitzer  Publishing 
owns  3  daily,  20  weekly  papers.  In 
broadcasting  since  1922;  now  7  net- 
work-affiliated  TV*  stations,  2  radio,  1 
satellite  network.  Grandsons  Joseph 
Jr.,  77.,  Michael,  61,  Da\id  Moore, 
67,  repulsed  eftbrts  by  outsider  Al 
Taubman  (which  see)  to  buy  shares 
from  discontented  family  members, 
bought  out  dissidents  for  5187  mil- 
lion 1986.  Family  fortune  exceeds 
$570  million. 


Reed 

Seattle  et  al.  Family  descended  ftxim 
Sol    G.    Simpson    who    cofoundcd 
Simpson  Timber  1890.  "Sleepy  lum- 
ber company"  until  1950s  when  di 
versified  into  papcrmaking.  Rcputa 
tion  for  shrew  dly  bu\ing  timber  prop- 
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4.94% 

Current  Yield' 


The  Strong  Municipal  Money  Market 
Fund  was  ranked  #1  out  of  116  short- 
term,  tax-exempt  funds  for  the  past  year  by 
Upper  Analytic^  Services.*  The  Fund  seeli 
to  provide  high  income,  helps  cut  your  taxes, 
and  offers  money  market  safety.  \bu  also  get: 

•  24-hour  personalized  service 

•  No  sales  or  redemption  charges 

•  Telephone  purchase  privileges 

•  Free  check  writing 

CALL  1800  368-1030 

24  hours,  toll-free. 

Strong  Municipal 
Money  Market  Fund 

pa  Box  2920,  Milwaukee,  WI 53201 


STRONG 


'  Rank  is  for  the  period  8/30/90  -  8/30/91.  ^Based  on  the  31  %  federal  tax  rate.  ^Annualized 
historical  yield  is  for  the  7  days  ended  9/13/91  and  is  no  guarantee  of  future  performance.  Yields 
will  fluctuate  and  may  be  subject  to  state  and  local  taxes  and,  depending  on  your  tax  status,  the 
Alternative  Minimum  Tax.  An  investment  in  the  Fund  is  neither  insured  nor  guaranteed  l^  the 
U.S.  government,  and  there  can  be  no  assurance  that  the  Fund  will  be  able  to  maintain  a  stable  net 
asset  value  of  $1.00  per  share.  For  more  complete  information,  including  expenses,  call  or  write 
for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money.  FBM2U091 
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If  you  like  the  Trib 

when  you're 

travelling,  why  not 

get  it  at  home? 

Now  the  International  Herald 
Tribune  offers  same  day 
delivery  in  many  U.S.  citie.s. 

For  your  daily  international 
briefing  -  with  features  on 
travel,  fashion,  global 
investing  and  nuich,  nuieh 
more,  call  us  toll  free: 

I-8(M)-«a2-2884 


Sorkins'  Directories  Inc. 

Business  information.  St.  Louis, 
Kansas  City  and  Wichita.  Foun- 
ders: Pam  and  Murray  Sorkin. 
Idea:  wouldn't  it  be  great  to  have 
a  book  wherein  you  could  look 
up  any  significant  enterprise  in 
a  city  and  find  its  address,  phone, 
sales,  number  of  employees,  year 
founded,  a  description  of  its 
business,  and  complete  listings 
of  its  owners,  officers,  key  per- 
sonnel and  directors?  They 
checked — no  such  book  existed 
in  any  city.  Result:  Sorkins' 
Directory  of  Business  <Si  Govern- 
ment, first  published  in  St.  Louis 
1984;  expanded  to  Kansas  City 
1987,  Wichita  1989,  Chicago 
scheduled  for  1992,  more  cities 
to  follow.  Spinoffs:  Sorkins'  on 
Disk,  Sorkins'  Mailing  Lists, 
Sorkins'  ExecPak  Co-op  Mail- 
ings, Sorkins'  Magazine.  Editors 
get  information  directly  from 
companies  with  proofs  sent  out 
quarterly;  telephone  follow-up, 
extensive  editing  and  proof 
reading.  Result:  highest  quality 
information  available.  Vox  infor- 
mation call  314-966-8226. 


erties  at  fire-sale  prices,  replanting  for 
long  term.  Today  over  750,000  acres 
West  Coast  timberiand,  including 
200,000  acres  redwood.  Value  rising 
with  exports  to  Asia,  environmental 
pressure  to  limit  cutting  public  lands. 
Great-grandson  William  Reed  52, 
chairman,  chief  executive  since  1971. 
In  1987,  after  3-year  legal  squabble, 
last  few  nonfamily  shares  bought  out; 
former  owners  kicking  selves  over 
price.  Fewer  than  50  descendants 
now  own  company  believed  worth  $1 
billion  or  more. 


Richardson 

Greensboro,  N.C.,  Connecticut,  et 
al.  Descendants  of  teacher  turned 
pharmacist  Lunsford  Richardson, 
bought  drugstore  1890s  for  $450. 
Began  to  develop  home  remedies  un- 
der Vicks  name  he  saw  in  magazine  ad 
for  Vick's  Seeds.  Founded  Vicks  Fam- 
ily Remedies,  predecessor  of  Richard- 
son-Merrell,  with  life  saxings  of 
$8,000,  1905.  Son  renamed  key 
product  Vicks  VapoRub;  sales  surged 
during  Spanish  influenza  epidemic 
1918-19.  Wrote  1919:  "I  had 
dreamed  dreams  of  a  worldwide  busi- 
ness." Richardson-Merrell  (prescrip- 
tion drugs)  sold  to  Dow  Chemical 
1981  for  $80  million  stock.  Richard- 
son-Vicks  (Clearasil,  Nyquil,  Va- 
poRub) merged  with  white  knight 
Procter  &  Gamble  1985.  Close  ties 
among  family,  now  thought  worth 
over  $750  million. 


Rockefeller  (John  D.) 

NYC,  et  al.  Descendants  of  John  D. 
Rockefeller,  world's  first  billionaire, 
founder  Standard  Oil.  Frugal  ac- 
counting clerk  who  invested  in  mer- 
chant grain  business  1858;  put 
$4,000  into  oil  refining  1863.  Did 
better  than  okay:  7  years  later  Stan- 
dard Oil  of  Ohio;  went  on  to  form 
legendary  monopob'.  Furor  led  to 
Standard  Oil  trusi  breakup  1911.  To 
marr>'  Abby  Aldrich,  only  son  John  Jr. 
gave  her  father  long,  earnest  recita- 
tion of  his  financial  prcxspccts  (Mr. 
Aldrich  was  won  over).  Between 
them,  r\vo  John  D.'s  gave  over  $1 
billion  to  charir\' — when  a  billion  was 
still  a  billion,  jr.  had  6  children: 
daughter  Abby,  sons  I.D.  3rd,  Nel- 
son, Winthrop  (all  deceased)  and  sur- 
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Now  there's  a  whole  new  generation  of  ATMs  that  will  take  you  into  the  future.  Introducing 
the  /  Series  from  InterBold.  •  Only  the  /  Series  is  totally  modular.  So  it  allows  you  to 
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it.  •  Only  the  /Series  is  so  reliable,  it  has  a  99%  availability  guarantee*  -  nobody  else  comes 
close.  •  Only  the  /  Series  is  backed  by  a  service  organization  dedicated  to  serving  the  needs 
of  the  financial  industry.  •  And  only  the  /Series  comes  com- 
plete with  130  years  of  security  expertise  built  in.  •  So  don't 
wait  for  tomorrow.  Call  us  today  at  1-800-999-3600.  •  Ask 
for  more  information  on  the  /Series.  It's  generations  ahead. 
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FAMILY  FORTUNES 


i,g  sons  Laurance,  David  (which 
:c).  John  D.  IV  (Jay),  one  of  4  chil- 
dren of  John  D.  3rd  (d.  1978),  was  W. 
Va.  governor  1977-84,  now  U.S.  sen- 
ator (spent  over  $12  million  on  1984 
race),  has  considered  presidential  bid 
1992.. Nelson  (Rocky)  d.  1979,  left  6 
children;  4 -term  liberal  GOP  New 
York  governor,  3 -time  contender  for 
presidency.  Ford's  vice  president. 
Combined  family  fortune  estimated 
$5  billion  or  more. 

RockefeUer  (WiUiam) 

Greenwich,  Conn.;  nyc  et  al.  Some 
75  descendants  of  William  Rockefel- 
ler (1841-1922),  easygoing  brother 
of  John  D.  Ran  Standard  Oil  of  N.Y. 
(now  Mobil)  until  trust- busted  1911. 
Had  up  to  12.5%  of  trust,  plus  exten- 
sive stock  portfolio;  director  of  about 
50  public  companies.  Two  sons  mar- 
ried daughters  of  James  Stillman, 
head  of  National  City  Bank  of  N.Y. 
(now  Citibank).  William's  grandson 
married  niece  of  Andrew  Carnegie. 
Two  daughters  married  into  McAl- 
pin,  Dodge  fortunes.  Family  holds 
blue-chip  stocks,  land  in  Greenwich. 
Sold  Cranston  Print  Works  (textile 
printing)  to  employees  1987.  Some 
assets  managed  by  Andrew  Rockefel- 
ler, 61,  William's  great-grandson. 
Net  worth  estimated  $300  million. 


Rose 

NYC.  Jerusalem -born  David  (d.  1986) 
cofounded  Rose  Associates  with 
brother  Samuel  (d.  early  1960s)  in 
Bronx  1920s,  then  Manhattan.  One 
of  New  York's  oldest,  biggest  apart- 
ment builders,  managers;  now  run  by 
Samuel's  sons:  Frederick  builds, 
Daniel  plans,  Elihu  manages  (all  Yal- 
ies);  also  2  of  their  children  in  the 
business.  Lesson  from  father,  uncle: 
"The  best  fertilizer  is  the  farmer's 
shadow  on  every  piece  of  property." 
Apartments,  offices,  hotels,  shop- 
ping centers  on  East  Coast.  "They're 
sitting  in  a  fortunate  position,  with- 
out debt."  Converted  some  3,000 
Manhattan  apartments  to  co-ops, 
condos.  Avoid  public  eye.  Frederick 
gave  $15  million  for  Lincoln  Center 
arts  complex.  "The  world  needs  a 
Lincoln  Center  more  than  another 
shopping  mall."  Believed  over  $400 
million. 


Rosenwald 

NYC  et  al.  Inheritance.  Julius  Rosen- 
wald (d.  1932)  moved  to  nyc  from 
hometown  Springfield,  111.;  opened 
small  clothing  factory.  Invested 
$35,000  in  Sears,  Roebuck  &  Co., 
bought  out  Alvah  Roebuck  1895, 
Richard  Sears  1913.  Pioneered  mail 
order;  became  world's  largest  retailer 
(now  supplanted  by  Wal-Mart).  Do- 
nated $50  million  to  educational,  oth- 
er causes.  Five  children  sold  most  of 
Sears  stake,  diversified  into  real  estate, 
cable  TV,  magazines,  etc.  Son  Lessing 
(d.  1979)  former  Sears  chairman,  do- 
nated art  to  Library  of  Congress. 
Daughter  Editii  Stern  (d.  1980)  civil 
rights  activist.  Son  William,  88,  runs 
investment  firm,  American  Securities 
Corp.;  chairman  United  Jewish  Ap- 
peal. Over  100  heirs  share  fortune 
believed  at  least  $450  million. 


Sammons 

Dallas.  Heirs  of  Charles  A.  Sammons 
(d.  1988),  founder  Sammons  Enter- 
prises. Built  mixed  bag  of  businesses: 
life  insurance,  cable  TV,  etc.  Born 
Oklahoma  1898,  orphaned  early, 
raised  by  aunt;  moved  to  Piano,  Tex. 
1918  to  trade  hay  and  grain:  "I 
couldn't  find  a  job  and  I  didn't  know  a 
business."  Invested  profits  in  bank 
stock;  bank  went  bust.  Entrepreneur 
then  started  insurance  business;  Re- 
serve Life  Insurance  Co.  Dallas  1938. 
Later  tried  cable;  now  over  900,000 
subscribers.  Arranged  estate  to  avoid 
dismembering  company:  60%  in 
foundations,  10%  in  ESOP;  30%  in 
trust  for  descendants — only  daugh- 
ter, her  nearly  20  children  and  grand- 
children. Very  low  profile  family  esti- 
mated at  least  $500  million. 


Sandler 

s&Ls.  Husband-wife  team  founded 
Golden  West  Financial  Corp.,  based 
Oakland,  Calif,  1962  with  $4  million 
investment:  Herbert,  New  York  law- 
yer; Marion,  Wall  Street  analyst. 
Shared  simple  dream:  slice  of  residen- 
tial mortgage  market.  During  fist- 
buck  1980s,  "Wall  Street  crucified 
us."  No  longer.  Golden  West  doing 
just  fine.  Herb,  59,  is  the  big- picture 
partner;  Marion,  60,  thrives  on  finan- 
cial analysis.  Sticking  mostly  wiih  ad- 
justable-rate  mortgages;  tight  con- 


trol, no  frills,  no  corporate  jet.  Mar- 
ion's brother,  Bernard  Osher,  built 
auction  house  Butterfield  &  Butter- 
field,  now  considered  third  behind 
Sotheby's  and  Christie's.  The  three 
own  14%  Golden  West  recentiy  worth 
$360  million. 


Scripps  (E.W.) 

Cincinnati  origin.  Descendants  of 
populist  Edward  Wyllis  Scripps,  who 
at  24  launched  Cleveland  Press  1878. 
"Damned  old  crank,"  founded  UPI, 
built  nation's  once-largest  newspaper 
chain,  Scripps  Howard.  Many  proper- 
ties since  sold  or  folded.  Family  feud- 
ed: bitter  split  1900s  from  half-broth- 
er James  who  formed  competing  firm; 
E.W.'s  grandson  James  G.  left  to 
found  separate  Scripps  League;  other 
grandson  John  P.  departed  1928  to 
establish  own  chain  (remerged  with 
others  1986).  Original  E.W.  Scripps 
Co.  went  public  1988.  United  Media 
syndicate  ("Peanuts,"  "Garfield," 
etc.);  19  dailies;  80%  Scripps  Howard 
Broadcasting  (9  TV,  5  radio,  cable). 
E.W.'s  32  descendants'  stock,  other 
assets  worth  some  $1.4  billion. 

Scripps  (J.£.) 

Detroit  area  et  al.  James  Edmund 
Scripps  (1835-1906),  English  immi- 
grant, came  to  Illinois  in  1844.  Creat- 
ed "people's  preis":  short,  simple 
stories  for  hoi  polloi,  watershed  break 
from  contemporar>'  elitist  papers.  Be- 
gan Detroit  News  1873;  sold  farm  to 
pay  vast  debt.  Big  success;  started 
chain.  Messy  rift  with  half-brother 
(see  above)  early  1900s.  Formed  Eve- 
ning News  Association  \ia  mergers. 
Separate  chain  founded  by  George 
Booth,  Scripps  executive  who  mar- 
ried into  family.  Heirs  ran  companies 
separately,  profitably.  Bcx>th  Newspa- 
pers sold  1976;  FN.\  sold  to  Gannett 
1985.  This  year,  2  sides  of  Scripps 
tamily  had  reunion — last  one  100 
years  ago.  Over  100  descendants 
share  estimated  $900-million-plus. 

Searle 

C^hicago.  Great  grandfither  Gideon 
Searle  b(^ut;ht  Indiana  dmnstore  after 
Cavil  War,  built  early  daigstorc  chain. 
As  G.D.  Searie,  made  phamuceuri- 
cals  from  1888.  Gideon's  grandson 
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John  ran  huge  moneymaker  1936- 
66:  Dramamine,  first  oral  contracep- 
tive, etc.  Under  his  son  Daniel  (ceo 
1966-77)  company  stalled;  brought 
in  Donald  Rumsfeld,  former  Defense 
Secretary,  who  saved  company;  Food 
&  Drug  Administration  approval 
aspartame  (marketed  as  Nutrasweet). 
Sold  out  to  Monsanto  1985.  Siblings 
Daniel,  65  (recendy  sold  art  collec- 
tion for  $34  million);  William,  63; 
Suzanne,  60,  oversee  investments. 
Recendy  broke  up  venture  capital 
firm.  Earl  Kinship  Capital  Corp.  Fam- 
ily fortune  still  believed  worth  at  least 
$800  million. 


Segerstrom 

Orange  Co.,  Calif  Charles  John  Se- 
gerstrom arrived  U.S.  fi-om  Sweden 
1882  with  wife,  1 1  kids.  Tenant  farm- 
ers on  40  Orange  Co.  acres;  bought 
more  land  with  4  youngest  sons;  d. 
1928.  By  1950s  C.J.  Segerstrom  na- 
tion's leading  grower  large  lima 
beans.  Developed  some  real  estate: 
industrial  space,  shopping  centers,  of- 
fices. Firm  now  headed  by  grandson 
Henry,  68;  mother  Nellie  Ruth,  93; 
cousin  Harold  Jr.,  63.  "They  never 
made  a  decision  and  left  the  room 
unless  [they  all]  supported  it."  Built 
nation's  largest  mall.  South  Coast 
Plaza,  Costa  Mesa,  Calif.  1967:  2.7 
million  square  feet,  annual  sales  over 
$600  million.  Three  partners  in  very 
private  company  with  equity  estimat- 
ed over  $375  million. 

Smith 

Chicago.  Banking  family  with  signifi- 
cant stake  in  Northern  Trust  backed 
two  Swedish  toolmakers  who  found- 
ed Illinois  Tool  Works  1912.  Smiths 
eventually  assumed  control  of  tool 
company,  later  expanded  into  fasten- 
ers. Today  also  makes  packaging  sys- 
tems, medical  and  computer  supplies, 
engineering  components.  Developed 
plastic  6-pack  carrier  1960s.  Recendy 
acquired  Eagle  Industries  division, 
DeVilbiss,  a  manufacturer  of  industri- 
al finishings  and  coatings.  iTW's  1990 
sales  topped  $2.5  billion.  Family  still 
active:  Edward  Byron  Smith,  82,  on 
board;  Harold  Jr.,  57,  chairs  execu- 
tive committee.  Smiths'  28%  ITW, 
18.5%  Northern  Trust,  recendy 
worth  at  least  $1.2  billion. 


William  Ziff:  focusing  on  a  new  empire 

He  has  ran  the  family  magazine  publishing  business,  now  called  Ziff  Communica- 
tions, since  he  was  24.  in  1985  he  soM  most  of  the  old  titles,  but  he  kept  and  added  to 
the  computer  magazines — including  the  biggest,  PC  Magazine  (circ.  800,000).  In  less 
than  a  decade  the  company  has  risen  to  number  one  in  the  U.S.  and  number  two 
worMwide  in  computer  publishing  revenues,  and  made  its  owner  a  billionaire. 


Smith  (Charles  £.) 

Washington,  D.C.  Patriarch  Charles, 
90,  Russian  immigrant,  began  build- 
ing in  Brooklyn;  ruined  in  Depres- 
sion. Moved  to  D.C.  Lost  shirt  again, 
considered  job  bar  &  grill;  wife  talked 
him  out  of  it.  Built  apartments.  Son 
Robert  joined  father  1950.  Assem- 
bled land:  railroad  yard  in  Arlington 
now  vast  Crystal  City  development. 
Now  own  16.5  million  sq.  ft.  com- 
mercial space;  22,000  residential 
units  D.C.  area.  Charles  retired  to 
philanthropy  (Jewish  charities,  Geo. 
Washington  U.).  Forgave  $120,000 
mortgage,  gave  $20,000  cash  to  re- 
tired Justice  William  Brennan  Jr. 
Business  run  by  son  Robert,  63,  son- 
in-law  Robert  Kogod,  50s.  Three 
share  one  of  D.C. 's  biggest  real  estate 
empires,  estimated  $800  million. 

Smith  (Dee  Glen) 

Smith's  Food  &  Drug  Centers.  At  age 
7,  Dee  Glen  Smith  (d.  1984)  began 
working  in  family's  mom-and-pop 
grocery  Brigham  City,  Utah,  1933. 
Went  into  family  business  1945  for 
good.  By  1968  eight  stores;  during 
1970s  began  acquiring,  expanding 
into  surrounding  states.  Developed 


food-fair  concept,  gaining  exposure 
and  goodwill  at  celebrit> -filled  annual 
events.  Offered  combination  of  low- 
priced  goods,  not  all  foods,  conve- 
nient locations.  Company  went  pub- 
lic 1989,  now  runs  over  100  super- 
markets and  supermarket/drugstores 
in  the  Southwest  and  Mountain 
states.  Dee's  sons  run  company:  Jef- 
frey, chairman  since  1988;  Richard, 
now  president;  Fred,  director.  Fami- 
ly's stock,  proceeds  ft-om  stock  sales, 
recendy  worth  over  $390  million. 

Stroh 

Detroit.  German  brewer  Bernhard 
Stroh  arrived  Detroit  1850  with 
$150;  delivered  beer  door-to-door  in 
wheelbarrow.  Family  company  sur- 
vived Prohibition  selling  ice  cream 
(still  docs  in  Michigan,  Ohio,  Illi- 
nois). Great-grandson  Peter,  now 
CEO,  led  acquisition  of  f&m  Schacfcr 
1981  for  $70  million,  Schlitz  1982 
for  $500  million.  Competition 
tough,  beer  revenues  down  (low- 
priced  brands  include  Old  Milwau- 
kee, Schlitz),  sold  interest  in  Spain's 
largest  brewers'  1990  for  reported 
$335  millit)n,  recently  sold  tacilit)'  in 
Texas.  Peter  very  active  in  anti-alco- 
hol-abuse campaign.  Also  real  estate: 
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'.Kvcloping  large  facility  downtown 
Detroit.  Over  30  family  shareholders 
hold  estimated  $500  million  interest. 


Stmrt 

LA;  NYC;  Belkvuc,  Idaho  et  al.  Grand- 
father Elbridge  Amos  Stuart  founded 
Carnation  Co.  1889  Kent,  Wash. 
Paid  $25,000  for  evaporated  milk 
process;  supplied  prospectors  en 
route  to  Yukon.  Down  the  road:  Cof- 
feemate.  Instant  Breakfast,  Friskies, 
etc.  Sold  to  Nesde  1985.  Grandson 
Dwight,  68,  divorced  4  times;  5  chil- 
dren. Company  president  1972-83; 
decided  to  sell  family's  33%  shares  to 
Nesde  while  in  alcohol  detox  treat- 
ment. Brother  Elbridge,  74,  married 
to  noted  paleontologist  Marion  But- 
ler Stuart;  3  children.  Carnation  VP  to 
1961;  lives  on  isolated  Idaho  ranch. 
Two  cousins  live  very  privately  in 
California.  Family  believed  worth 
some  $800  million. 


Stiyker 

Medical  supplies.  Kalamazoo,  Mich. 
Grandchildren  of  Stryker  Corp. 
founder  Homer,  an  orthopedic  sur- 
geon. Company  grew  by  pioneering 
specialty  stretchers,  hospital  beds  and 
medical  equipment.  Products  now 
also  include  orthopedic  implants, 
drills,  saws,  etc.,  often  used  by  ortho- 
pedic surgeons.  Sales  grew  to  $281 
million  1990,  up  24%.  International 
sales  29%:  80  countries,  most  volume 
in  Europe  and  Far  East.  Three  siblings 
Ronda,  Patricia  and  Jon  share  family 
trust.  Patricia  and  Jon  not  active  in 
company.  Ronda,  36,  a  director;  also 
trustee,  Kalamazoo  College.  Rising 
stock  split  5  times  1980s,  first  1990s 
split  June.  Family  trust  holds  24%, 
recently  at  50  times  earnings;  priced 
at  $370  million. 


Sulzberger 


The  New  York  Times  Co.  NYc:.  Pro- 
prietor of  Tennessee  newspaper, 
Adolph  S.  Ochs,  bought  ailing  New 
York  Times  1896  for  $75,000.  Built 
Times  to  one  of  world's  most  respect- 
ed newspapers.  Only  child  Iphigene 
married  Arthur  Hayes  Sulzberger 
1917,  son  of  cotton  merchant. 
Adolph  died  1935,  Arthur  took  (wcr. 
Followed  by  Iphigcnc's  son-in-law, 


1961,  who  died  1963;  dien  Iphi- 
gene's  son  Arthur  Ochs  (Punch) 
Sulzberger.  Revamped  staff,  newspa- 
per, expanded  coverage.  Diversified: 
other  papers,  magazines,  electronic 
media.  His  son,  Arthur  Jr.,  deputy 
publisher.  Iphigene  died  Feb.  1990; 
Punch  now  presides  over  family  trust, 
stock  worth  about  $500  million. 


Swig 

San  Francisco.  Heirs  of  Ben  Swig, 
Bostonian  partner  with  Jack  Weiler 
(see family).  Jack  stayed  NYC,  Ben  to  SF 
1946.  Extremely  philanthropic: 
"Give  it  away  while  you're  alive,  be- 
cause there  are  no  pockets  in 
shrouds."  Families  built,  bought 
commercial,  hotel,  residential  proper- 
ties. Swig,  Weiler  &  Arnow  now  con- 
trols over  5  milUon  sq.  ft.,  mostiy 
office  space  NYC,  sf.  Swigs  own  posh 
SF  Fairmont  Hotel,  4  sister  Fairmonts 
nationwide,  bought  out  "non- 
growth -oriented"  Weilers'  50% 
1982.  D.C.  Fairmont  in  works.  Ben's 
sons:  Richard,  66,  chairman;  Mel,  74, 
does  the  real  estate.  Brother-in-law 
Richard  Dinner,  70,  retired.  "We're 
being  very  cautious  in  this  market." 
Estimated  worth  $400  million. 


Taylor 

Publishing.  Boston  origin.  Ailing 
Boston  Globe  resuscitated  1872  by 
General  Charles  H.  Taylor  with  ftind- 
ing  from  Eben  Jordan  (see  family). 
Exercised  option  from  Jordans  to  buy 
half  Globe  managed  by  three  succes- 
sive Taylor  generations,  now  largest 
New  England  paper.  William  O.,  59, 
great-grandson,  chairman  umbrella 
Affihated  Publications.  FiftJi  genera- 
tion well  up  in  company.  Prescient 
1981  investment  in  cellular  phone 
startup,  McCaw  Cellular,  boosted 
stock  manifold;  McCaw  spun  off"  to 
shareholders  1989;  family  members 
sold  most  of  their  McCaw  stock.  With 
nearly  19%  Affiliated,  McCaw  pro- 
ceeds, 100-member  clan  has  plenty  to 
write  about:  estimated  at  least  $455 
million. 


Temple 

DiboU,  Tex.  origin.  Descendants  of 
Thomas  Louis  I>atanc  Temple  Sr., 
owner     7,000     East     Texas    acres. 


founder  Southern  Pine  Lumber  Co. 
1893.  Son  Arthur  inherited  200,000 
acres,  company  saddled  with  debt  at 
father's  death  1934;  survived.  Grand- 
son Arthur  Jr . ,  now  7 1 ,  drove  compa- 
ny on  to  half- million -acre  forest, 
1973  earnings  $9.6  million;  devel- 
oped innovative  selective  harvesting 
methods.  Merged  with  Time  Inc. 
1973;  Arthur  Jr.  Time  vice  chairman 
1978-83.  Temple-Inland  spun  off 
1984.  Retired  this  year  as  chairman; 
now  chairman  emeritus.  Opposed 
Warner  Communications  deal,  quit 
Time  board  1989.  Temple-Inland  ex- 
panding mortgage  banking,  s&Ls. 
Son  Arthur  III  (Buddy),  49,  now  runs 
family  real  estate  investments.  For- 
tune estimated  over  $710  million. 


Turner 

Grills,  sports  apparel,  Coca-Cola 
stock.  Columbus,  Ga.  W.C.  Bradley 
founded  company  of  same  name 
1885,  currentiy  in  real  estate,  timber- 
land.  Sports  Fantasy  apparel  stores 
and  manufacturing;  also  barbecue 
grills.  Now  controlled  by  grandchil- 
dren William  B.  Turner,  68;  Sarah 
Turner  Butier,  Elizabeth  Turner 
Corn.  Next  generation:  W.B.  Jr.,  39, 
is  president;  Stephen  Turner  Buder, 
40,  chairman,  ceo.  Also  family  invest- 
ments: 10%  Synovus  Financial,  etc.; 
0.6%  Coca-Cola  stock  since  early  in 
century.  Bradley-Turner  Foundation 
supports  religious,  educational  chari- 
ties. "Specializing  in  their  own  back- 
yard," explains  employee,  and  worth 
over  $400  million  doing  so. 

Upjohn 

Kalamazoo,  Mich.  Descendants  of 
William  Erastus  Upjohn  who  got  pill- 
making  patent,  began  Upjohn  Pill  & 
Granule  Co.  1885.  Brothers  joined; 
company  grew  fast;  changed  name  to 
the  Upjohn  Co.;  William  later  bought 
out  brothers.  In  1929  appointed 
nephew  Laurence  president  and  step- 
son Donald  Gilmorc  vice  president 
1930.  William  died  1932.  Family  ap 
pointed  first  nonfamily  chaimian 
1987.  William  Part'et,  great  grandson 
of  William  Erastus,  now  president. 
Company  states  it  will  stay  indcpcn 
dent,  despite  takeover  mmors.  Fami 
Iv's  15%  recentlv  worth  over  $1.2 
billion. 
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Imagine  A  3-Second  Plain  Paper  Fax 
That  Cuts  Faxing  Costs  By  60%* 


RICOHFAX7000D 


RicohHasMadelt  A  Reality 

Imagine  a  plain  paper  fax  that  transmits  up  to 
seven  times  faster  than  your  present  fax .  ^^^ 

You  will  be  able  to  fax  an  entire  page  ^^*" 
at  letter  quality  resolution  of  400  dots  ^^^  free 
per  inch  in  just  three  seconds.  ^'•'^^ 

Imagine  being  able  to  send  a  fax  to  up  to 
59  locations  simultaneously 

Consider  the  incredMe  savings  you  could  receive 
in  both  communications  and  labor  costs. 

Call  1-800-63-RICOH,  ext.  1279  and  make  it  a  reality. 

And  if  you  call  now  we'll  send  you  a  free  video 
that  illustrates  how  much  the  revolutionary 
RICOH  FAX7000D  could  mean  to  your  business. 

Where  Imagination  Becomes  Reality 

1-800-63-RICOH 

ext.  1279 

Woflitwidt  F3c$ifnilt  Sponsor 
1992  Olympic  Games 


*  Based  on  an  actual  test  of  batch  transmissions  of  large  quantities  of  documents  sent  from  New  Jersey  to  Tokyo. 
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Ivca!  estate.  Honolulu.  Descendants 
of  Curtis  Perry  Ward — Kentuckian 
Vv'ho  sailed  to  Hawaii  in  1853 — and 
part- Hawaiian  wife  Victoria  Robin- 
son. Hobnobbed  with  Hawaiian  roy- 
alty'. Ward  ran  very  profitable  horse 
and  carriage  company,  but  also  had 
eye  for  real  estate.  He  bought  land — 
to  build  Southern- style  homes — later 
turned  into  an  estate  called  Victoria 
Ward  Ltd.  Ward  daughters  married 
Hustaces  and  Wodehouses,  heirs  con- 
trol the  estate — now  65  acres  of  prime 
urban  Honolulu  commercial,  indus- 
trial properties.  Estate  incorporated 
1930,  fiinctions  as  leasing/man- 
agement company.  Edward  C.  Hus- 
tace,  72,  manager  and  director  since 
1946  of  estate  estimated  worth  $500 
million. 


Watson 

Armonk,  N.Y.  origin.  Family  de- 
scended from  Thomas  John  Watson, 
"World's  Greatest  Salesman,"  born 
1874.  Started  $6 -a- week  bookkeeper 
job;  president  Computer-Tabulat- 
ing-Recording  Co.  1914.  Bought 
shares.  Renamed  International  Busi- 
ness Machines  1924.  Created,  domi- 
nated markets  for  punch  card  ac- 
counting equipment;  saw  commercial 
potential  early  Univac  computer. 
Died  1956,  age  82.  Thomas  Jr.  only 
one  of  4  children  still  living.  Ran  IBM 
to  1971,  built  ComputerAge:  main- 
frames to  silicon  chips.  Today,  Thom- 
as Jr.,  77 ^  sails,  flies  stunt  planes  at 
Maine  estate.  No  Watson  at  company. 
IBM  losing  market  share,  stock  down. 
Family  believed  to  still  own  shares 
wordi  some  $500  million.  "Think." 

Weiler 

NYC.  Family  of  Jack  Weiler,  87,  son  of 
Ukrainian  Talmudic  scholar,  operat- 
ed in  NYC  while  partner  Ben  Swig  (see 
family)  handled  Boston,  then  SF.  Top 
lease  broker  for  big  retail  chains 
1940s,  1950s.  Pair  invested  in  prop- 
erties. Now  Swig,  Weiler  &  Arnow 
owns  some  5  million  sq.  ft.  office 
space.  Sold  half  of  Fairmont  Hotel 
chain  to  Swigs  1982.  Still  partners  in 
all  else.  Jack  devoted  to  Jewish  chari- 
ties: "Philanthropy  comes  first,  ahead 
of  my  business."  Built  homes  for  Is- 


raeh  immigrants  aftier  WWII.  Son 
Alan,  57,  company  attorney,  actively 
involved;  son-in-law  Robert  Arnow, 
67,  also  active.  Conservative  Weilers 
share  fortune  estimated  at  $300  mil- 
lion. "Take  us  off  the  list,  you  won't 
hurt  our  feelings." 

Weyei'haeuser 

St.  Paul,  Tacoma,  et  al.  German  im- 
migrant Frederick  Weyerhaeuser 
(1834-1914)  bought  employer  saw- 
mill out  of  bankruptcy  1857  with 
brother-in-law.  Expanded;  logged 
swath  in  north  central.  Pacific  states. 
Acquired  900,000  acres  at  $6/acre 
from  railroad  pioneer  James  Hill 
1900;  formed  Weyerhaeuser  Co. 
Business  empire  included  some  200 
related  companies  (biggest:  Podatch) 
with  interlocking  directorates.  Infuri- 
ated muckrakers,  Teddy  Roosevelt. 
Today  environmentalists  call  compa- 
ny "best  of  s.o.b.s."  Great-grandson 
George,  65,  retired  as  CEO  in  July;  first 
time  in  company's  91  years  not  run  by 
family  member.  Some  250  family 
members  share  10%  of  company,  oth- 
er assets;  estimated  worth  some  $920 
million. 


Whitder 

Southern  California.  Descendants  of 
Mericos  H.  (Max)  Whittier,  co- 
founder  Belridge  Oil  1911  with  4 
partners:  bought  option  on  property 
in  Bakersfield  when  he  found  oil  seep- 
ing from  ground;  president  until 
death  1925.  Son  Leland  president 
1965-79.  Two  families  sold  out  to 
Texaco,  Mobil  1930s;  Whittier, 
Buck,  Green  families  sold  to  Shell  for 
$3.6  billion  1979.  Max's  4  children 
got  $475  million  after  taxes  (last  sur- 
viving child,  N.  Paul,  died  in  August). 
Family  has  oil  company,  M.H.  Whit- 
tier Corp.  Charitable  family:  Max's 
daughter  gave  eye  institute  to  Scripps 
Foundation,  Asia  Complex  to  San 
Diego  Zoo.  Fortune  should  be  $650 
million,  if  kept  up  with  inflation. 

Wirtz 

C'hicago.  Heirs  of  Arthur  Wirtz,  son 
of  Chicago  policeman,  built  fortune 
in  Chicago  real  estate  beginning 
1922;  by  1927  owned  or  managed  80 
lakefront  buildings.  With  grain  specu 


lator  James  Norris  bought  more  at 
Depression  prices.  Brought  skater  So- 
nja  Henie  to  U.S.  1936,  acted  as 
financial  adviser,  producer.  Acquired 
string  of  sports  arenas,  including 
Madison  Square  Garden;  split  up  by 
antitrust  suit  1957.  Died  1983.  El- 
dest son  Wilham,  62,  manages  fami- 
ly's liquor  distributorship  (among 
largest  Minnesota,  Illinois),  real  es- 
tate, banking,  hotel  interests.  Also 
Chicago  (hockey)  Blackhawks,  share 
of  (basketball)  Bulls.  New  Chicago 
sports  complex  ran  afoul  local  com- 
munity. Believed  worth  $550  million. 

Wolfe 

Columbus,  Ohio,  et  al.  Descendants 
of  brothers  Robert  and  Harry,  who 
amassed  fortune  ft"om  Wear- U -Well 
shoes.  Family  entered  media:  bought 
Columbus  Dispatch  1905;  much  later 
2  TV,  2  radio,  Ohio  magazine.  Also 
banking,  real  estate.  Grandson  Edgar 
Jr.  died  in  plane  crash  1975.  Edgar  III 
died  of  AIDS  1985;  family  feud  over 
estate.  Republican  family,  considered 
Ohio  political  institution.  Avoid  pub- 
lic eye.  "The  unwritten  family  policy 
has  been  not  to  get  too  far  out  fi-ont 
on  things."  Grandson  John  W.,  63; 
his  cousin  John  F.  (publisher,  CEO  of 
Dispatch),  direct  14-member  family's 
affairs.  Ohio  magazine  faltering;  rest 
of  media  alive  and  well.  Dispatch, 
broadcast  outfits,  stock  make  up  for- 
tune estimated  over  $500  million. 


Tates 

Artesia,  N.M.  First  commercial  wells 
on  New  Mexico  side  of  Permian  Basin 
drilled  by  oilman  Martin  Yates  Jr. 
1921.  Family  legend:  dr\'  well  after 
dry  well  until  his  wife  picked  site;  then 
hit  gusher.  Built  rapidly  1920s:  con- 
structed pipeline,  rcfincr\-.  Sold  refin- 
ery during  Depression.  Martin's 
sons — HarN'cy,  Saint  Clair  Pe\ton 
(S.P.),  Martin  111  and  John — joined 
business,  fiarther  built  up  Yates  Petro- 
leum. Har\'ey  left  1963  after  disas- 
trous foray  into  mming  forced  sellout 
to  his  brothers;  bounced  back,  rebuilt 
oil  fortune  as  Harvey  Yates  Co. 
(Heyco).  Third  generation  following 
second,  active  in  family  business  or  on 
own  (Haney  Jr.  nins  CikMa  F.nerg>' 
Co.).  Total  family  net  \\ox\\\  estimat 
ed  $440  million. 
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In  1913,  when  football  history  was  made,  Allendale 
had  been  tackling  loss  control  problems  for  78  years. 


Notre  Dame  at  Army.  A  tough  fight.  Until  Notre  Dame 
unleashed  its  secret  weapon-  the  forward  pass.  In  the  last  half 
quarterback  Gus  Dorais  and  star  receiver  Knute  Rockne  dazzled  the 
crowd.  Thirteen  passes,  10  completions.  And  when  Notre  Dame 
engineered  its  35-13  triumph  over  Army,  Allendale's  engineers  had 
been  leading  a  winnirm  team  for  78  years. 

Today  at' Allendale,  we  continue  to  shape  the  history  of  loss  con- 


trol with  engineering,  training,  research  and  testing,  responsivene; 
and  fairness  m  the  way  we  do  business.  After  a  century  and  a  half 
that  part  of  our  philosophy  is  not  about  to  change.  Allendale 
Insurance.  P.O.  Box  7500.  Johnston,  Rhode  Island  02919. 

Allendale  Insurance  Factory  Mutual  Systen 

Over  150  years  of  progress  and  stability. 
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it's  hard  to  get  to  the  top,  and  it's  not  easy  to  stay  there, 
in  the  last  year,  47  individuals  dropped  off  The  Four 
Hundred.  Of  these,  41  were  pushed  off  by  economic 
setbacks  or  were  surpassed  by  other  achievers. 

For  whom 
the  slope 
was  slippeHest 


Died 

Blaustein,  Morton.  Baltimore. 
Trained  geologist,  chairman  of  his 
family's  American  Trading  &  Produc- 
tion Corp.  (extensive  interests  oil  and 
gas,  real  estate,  tankers,  manufactur- 
ing, investments).  He  choked  to 
death  while  eating,  age  64.  Fortune 
was  believed  to  be  worth  some  $700 
million. 

Greenewalt,    Margaretta    du    Pont. 

Greenville,  Del.  89.  Survived  by  hus- 
band, president  Du  Pont  1948-62. 
Portif)n  of  inherited  wealth  left  to  her 
siblings,  all  of  them  children  of  Irenee 
du  Pont  Sr.  (see  du  Pont  family) . 

Heinz,  Henry  John  III.  Pox  Chapel, 
Pa.  Republican  senator  since  1976, 
heir  to  H.J.  Heinz  food  fortune.  Died 
age  52  when  a  plane  he  was  flying  in 
collided  with  a  helicopter.  One  of 
the  country's  richest  politicians:  per- 
sonal holdings  worth  over  $500 
million  1990. 

Palcy,  William  S.  NYC,  Southampton. 
Built  group  of  small  radio  stations 
into  CBS.  C'ompany  problems  aboil, 
allied  with  Laurence  Tisch  (which  see) 
1986,  returned  to  company  as  chair 
man  1987.  Remained  active  despite 
bad  health  until  death  October  1990 
at  age  89;  fortune  estimated  $460 
million. 


Weinberg,  Harry.  Honolulu.  Was  one 
of  largest  individual  landowners  on 
island.  Died  November  of  bone  can- 
cer, age  82.  All  but  $3  million  of 
estimated  $950  million  estate  was  left 
to  Harry  and  Jeanette  Weinberg 
Foundation. 

Woodner,  Ian.  nyc.  Architect,  devel- 
oper, art  collector  died  Nov.  1  of 
heart  attack,  age  87.  Helped  design 
Central  Park  Zoo,  1939  World's  Fair. 
Important  collector  of  Old  Master 
drawings,  other  artworks.  Estimated 
$310  million  1990. 

Declined 

Brown,  Harold.  Boston.  66.  Move 
into  oftke  buildings  at  peak  1980s 
prices  made  him  vulnerable  to  North- 
east's real  estate  debacle.  After  Chap- 
ter 1 1  filing  in  March,  Brown  restruc- 
tured debt.  CxMiieback  possible  some- 
day. Maybe. 

Clark,  Alfred  James.  Fiaston,  Md.  63. 
Clark  Construction  Group  not  con 

structive  enough,  Washington,  D.(^ 
real  estate  power's  net  worth  may  no 
longer  be 'as  high  as  $275  million  in 
soft  real  estate  market. 

Cohen,  Arthur  G.  Kings  Point,  N.Y. 
61.  Estimated  over  $300  million 
1990,  but  combination  of  real  estate 
recession  and  real  estate  debt  levels 


believed  to  put  him  well  below  mini- 
mum this  year. 

Cox,  Edwin  Lochridge  Sr.  Dallas.  70. 
With  oil,  gas  production,  values 
down,  believed  too  far  below  1990's 
$300  million  estimate  this  year. 

Grain,  Gertrude  Ramsay.  Chicago.  80. 
Estimated  S275  million  in  1990. 
Continuing  publishing  recession  fur- 
ther depressed  magazine  values,  even 
at  Crain  Communications. 

Daniels,  Bill.  Denver.  7 1 .  A  casualty  of 
declining  cable  T\'  valuations.  Dan- 
iels' cable  systems,  networks  (Prime 
Ticket,  etc.)  now  believed  well  below 
the  $325  million  estimated  last  year. 

Dreiseszun,  Sherman  W. 

Morgan,  Frank  Sherman 

Uncle,  nephew.  Kansas  C'in.',  Mo.  67 

and  64.  Benseen  real  estate  assets  and 

banks,  their  cupboards  arc  kx)king  a 

little  barer  this  year. 

Duchossois,  Richard  Lxiuis.  70.  Bar- 

rington  Hills,  111.  I.,ist  year  estimated 
$350  million.  But  railcar  manutaciur 
ing  slump,  uninspired  management, 
emphasis  on  unprofitable  racecourse 
explain  tall  from  list. 

Flatlcy,  Thomas   John.   60     Milton, 
Mass.  Irish  immigrant  invested  pri 
marilv  in  New  Ennland  real  estate,  last 
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Results  for  the  first  half  of  1991 ,  from  CS  Holding  -  the 
worldwide  financial  service  Group  based  in  Switzerland. 


fCyf        k    0    I  fi    i  *^^ 


CS  Holding's  consolidated  results  for  the  first  half  of 
1991  show  a  positive  trend  in  earnings,  which  were 
largely  unaffected  by  the  generally  lethargic  pace  of 
economic  activity.  All  Group  companies  contributed  to 
this  success: 


Credit  Suisse 


Leu  Holding  Ltd. 


CS  First  Boston,  Inc. 


Electrov^att  Ltd. 


Fides  Holding 


CS  Life 


Group  companies  active  in  banking  report  a  marked 
improvement  in  profits,  compared  not  only  with  last 
year  but  also  with  the  impressive  results  of  1989. 

CS  First  Boston  has  recovered  from  the  difficulties  it 
encountered  in  1990  and  records  a  much  higher-than- 
expected  net  profit  for  the  first  half  of  this  year. 

The  improved  conditions  on  the  US  capital  market 
enabled  bridge  loans  to  be  scaled  down  considerably. 
Thus,  since  the  end  of  1990,  CS  Holding  has  been  able 
to  reduce  its  total  exposure  from  $  470  millions  to 
$  135  millions. 


NET  PROFIT 

UP  77 X 


TOTAL  ASSETS 
UP  16% 


RETURN  ON 
EQUITY  (ROE) 


sfrm 


sfrbn 


The  Credit  Suisse  Group,  the  Leu  Group,  the  CS  First  Boston  Group 
and  ail  companies  in  which  CS  Holding  has  either  a  direct  or  indirect 
interest  in  excess  of  50%  are  includea  on  a  fully  consolidated  basis 
while  the  Fides  Group,  CS  Life  and  the  Electrowatt  Group  are  in- 
cluded on  the  basis  of  the  equity  method. 


The  Group's  letter  to  its  shareholders  contains  further 
information  on  our  holding  structure  and  other  relevant 
details.  To  obtain  your  copy,  call  us  on  41-1  2  1  2  02  90 
or  fax  us  your  business  card  on  41-1  333  28  59. 


CS  Holding 
Talacker  42 
8021  Zurich 
Switzerland 
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year  estimated  at  $550  miHion;  re- 
vised debt  estimate,  wealc  market 
cliaiige  picture. 

Galbreath,  Daniel  Mauck.  Columbus, 
Ohio.  63.  Debt,  increasing  vacancy 
rates  created  cash  flow  problems,  par- 
ticularly on  property  developed,  ac- 
quired in  pricey  1980s.  Also  suits  on 
debt  defaults,  payout  on  recent  di- 
vorce setdement.  Net  worth  now  well 
below  minimum. 

Galesi,  Francesco.  60.  NYC.  Another 
casualty  of  real  estate  recession;  cheap 
properties,  net  of  estimated  leverage, 
now  believed  worth  about  half  last 
year's  $435  million. 

Gould,  Kingdon  Jr.  Laurel,  Md.  67. 
Great-grandson  19th-century  capi- 
talist Jay  Gould.  Current  tender  real 
estate  market  hurts  net  worth  estimat- 
ed $300  million  last  year. 

Kalikow,  Peter  Stephen,  nyc.  48.  Esti- 
mated over  $500  million  1990. 
Plunging  real  estate  values  forced 
Chapter  1 1  filing,  which  still  claimed 
$490  million  net  worth.  Owes  more 
than  $1  billion.  Banks  want  control  of 
all  properties,  including  New  York 
Post.  Off  our  list. 

Lemer,  Theodore  Nathan.  Chevy 
Chase,  Md.;  Palm  Springs.  65.  Even 
malls  believed  not-so-hot  values  this 
year;  sitting  on  development  plans  for 
land  around  Dulles  Airport. 

Mugar,  David.  Boston.  52.  Owns  CBS 
affiliate  in  Boston,  wnev-TV,  as  well  as 
radio  interests.  With  media  properties 
down  this  year,  believed  to  be  worth 
well  below  $275  million. 

Paulson,  Allen  Eugene.  Savannah,  Ga. 
69.  Repurchased  Gulfstream  Aero- 
space Corp.  1990  with  Forstmann 
Litde  for  $825  million;  heavy  debt 
forces  estimate  down  from  1990's 
$325  million. 

Paulucci,  Luigino  Francesco.  Sanford, 
Fla.  73.  Made  a  bundle  long  ago  with 
Chun  King  and  Jeno\s  pizza,  but  his 
Florida  real  estate  is  faltering  today. 
Orlando's  exclusive  Heathrow  devel- 
opment still  unfinished  after  nearly  9 
years.  Net  worth  now  estimated  $250 
million  or  so. 


Perdue,  Franklin  Parsons.  Salisbury, 
Md.  71.  Checks  with  industry'  experts 
suggest  Perdue  Farms  worth  substan- 
tially less  than  previously  thought. 

Pilaro,  Anthony  Martin.  Southamp- 
ton, N.Y.  55.  Duty  Free  Shoppers 
feeling  weakness  in  tourism,  rising 
costs  of  doing  business.  Pilaro's  10% 
share  now  believed  worth  well  below 
199 1's  minimum. 

Posner,  Victor.  Miami  Beach.  73. 
With  visible  stock  holdings  collapsing 
and  real  estate  in  decline,  what  we  can 
see  is  far  below  this  year's  minimum. 
But  watch  next  year. 

Sedwick,  Jud.  Butier,  Pa.  77 .  De- 
creased values  in  cable  TV  industry' 
slash  Jud's  1990  $315  million  esti- 
mate to  well  below  our  $275  miUion 
cutoff  this  year. 

Simon,  Herbert.  Indianapolis  et  al.  56. 
Shopping  mall  developer  splits  busi- 
ness with  brother  Mel  30/60.  This 
year,  Mel  estimated  at  $300  million, 
so. .  .  . 

Zuckerman,  Mortimer  Benjamin.  XYC 

et  al.  54.  Fortune  estimated  at  $375 
million  or  more  1990,  but  with  his 
real  estate  mostly  in  the  depressed 
Northeast,  equity  has  no  doubt 
shrunk  drastically. 

Left  behind 

Draper,  Irene  Carpenter  and  family. 

Montchanin,  Del.  80.  This  du  Pont 
and  family  not  clearly  worth  $275 
million  or  more.  Others  are  richer. 

Lunger,  Mary  Jane  du  Pont  and  family. 
Wilmington.  77 .  Another  rich  du 
Pont,  but  not  clearly  rich  enough 
this  year. 

McEvoy,  Nan  Tucker.  San  Francisco. 
72.  Her  share  San  Francisco  C^hroni- 
de,  etc.  still  believed  worth  $270 
million,  some  $5  million  below  1991 
cutoff. 

Mellon,  Richard  Prosser 
Mellon,  Seward  Prosser 
Milbury,  Cassandra  Mellon 

Ligonier,  Pa.  52;  49;  51.   These  sur 
viving  adopted  children  of  the  late 
Richard  King  Mellon  have  trusts  be 


lieved  worth  at  least  S800  million. 
But  that's  split  three  ways. 

Realigned 

Graham,  Katharine 
Graham,  Donald  E.  and  family 
Washington,  D.C.  Mother,  74,  son 
46,  share  control  of  Washington  Post 
Co.;  stock  recently  worth  S360  mil- 
lion. Cited  this  year  as  family  entr\'. 

Kaskel,  Howard,  nyc.  54.  Interests 
attributed  solely  to  him  in  previous 
years  reported  shared  equally  with  2 
sisters,  their  families.  Now  cited  in 
family  entry. 

Milstein,  Paul 

Milstein,  Seymour 

NTC.  69;  71 .  The  brothers'  NTC  hotels, 

apartments,   office    buildings   much 

less  valuable  this  year  in  the  real  estate 

recession,  but  worth  a  family  entn,'. 

Removed 

Disney,  Lillian  Bounds 
Lund,  Sharon  Disney 
Miller,  Diane  Disney 

L.\.  Walt  Disney  widow  Lillian, 
daughters  Diane,  58,  and  Sharon,  54, 
said  by  their  attorneys  to  have  "gift- 
ed" or  sold  numerous  family  Disney 
shares  over  the  years.  No  public  docu- 
mentation known;  removed  pending 
resolution. 

Gniss,  Joseph  S.  and  family.  NTC.  88. 

Revising  previous  double-counting 
of  some  oil  assets  cuts  estimated  value 
down  to  S270  million. 

Penske,  Roger.  Red  Bank,  N.J.  54. 
Cars  and  engines.  Former  race  car 
driver  who  bought  fledgling  Detroit 
Diesel  late  1980s.  Turned  company 
around.  His  percentage  ownership 
appears  less  than  originally  believed. 

Riklis,  Meshulam.  Beverly  Hills.  67. 
May  still  have  more  than  enough  to 
make  The  Four  Hundred,  but  known 
investments  are  the  troubled  Rixiera 
Casino  and  real  estate.  With  the  in- 
dustn'  in  a  slump  and  his  casino  suffer- 
ing cash  flow  problems,  he  is  off  the 
list  pending  fi.irthcr  inft>rmation  on 
his  wealth.  Skipping  his  Trump  Tow- 
er otlicc  with  rent  unpaid  another 
troublinu  simi.  ^ 
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Post! 


To  WinThe  Lai^est  CAD/CAM 
mtract  In  Histoid  We  Had  To  Pass 
A  Lot  Of  ScreenTests. 


No,  they  weren't  the  kind  of 
screen  tests  that  result  in  great 
Hollywood  movies.  But  as  you 
can  see,  they  produced  beautiful 
pictures  just  the  same. 

Marine  architecture.  Complex 
modeling  of  everything  from  pre- 
cision parts  to  entire  shipboard 
systems.  Finite  element  analysis. 
Combined  raster/ vector  data  ma- 
nipulation with  scanned  images. 
Structural  engineering  for  marine 
craft.  And  much,  much  more. 


From  ilcM^ii  .hkI  il(.-vcK)pmcnt  it) 

manufacturing  and  support,  Intergraph  offers  a 

CALS-compliant  approach  to  integrated 

product  data  management. 

You  see,  Intergraph  has  been 
doing  business  with  the  Federal 


Intergraph  s  Engineering  Modeling  System 

(I/EMS)  includes  a  complete  set  of  geometric 

and  mass  properties  analysis  tools. 

Which  helps  explain  why  the  U.S. 
Navy  awarded  us  the  CAD/CAM 
systems  and  services  contract  for 
the  Naval  Sea  Systems  Command 
(NAVSEA)  portion  of  its  estimated 
$2  billion  CAD-2  program. 

For  Intergraph 's  $362  million 
contract  — the  largest  of  its  kind 
ever  awarded— NAVSEA  required 
off-the-shelf, state-of-the-art  prod- 
ucts for  the  design,  construction, 
maintenance,  overhaul,  alteration 
and  repair  of  Navy  ships  and  ship- 
board systems.  Our  commercially 
proven,   interactive   graphics   sys- 


integrated  applications  —  are  just 
vAiat  the  Navy  needs  to  make  and 
keep  everything  shipshape. 

To  find  out  how  your  company 
can  benefit  from  the  advantages  we 
offer— from  microCAD  on  PCs  to 
sophisticated    systems    solutions— 


Intergraph 's  Vehicle  Design  System  supports 

the  design,  manufacturing,  and  construction 

of  integrated  ship  systems  and  structures. 

call  703-264-5600  if  you  are  a  Fed- 
eral customer.  Or  call  800-826-3515, 
if  you  are  a  commercial  customer. 
In  Canada,  call  403-250-6100. 
We'll  be  more  than  happy  to  show 
you  an  example  of  screen  tests  in 
which  we've  played  a  starring  role. 

INTERGRAPH 
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Some  of  the  people  who  slipped  off  The  Forbes  Four 
Hundred  didn't  slipoff  very  far.  Others,  meanwhile,  keep 
moving  up  and  are  knocking  at  the  gate. 

Maybe  after 
the  recession^ 


Lowell  Jay  Milken 

In\'estments,  junk  bonds.  Los  Ange- 
les. 42.  Married,  3  children.  U.  Cali- 
fornia Berkeley,  ucla  Law  School. 
Short  stint  as  lawyer;  joined  Drexel 
Burnham  Lambert,  brother  Michael 
1978  in  fledgling  junk  bond  opera- 
tion. Became  brother's  behind-the- 
scenes  right-hand  man.  Advised  on 
tax  law,  managed  side  investments: 
real  estate,  securities.  Salar\'  1984-87 
over  SI 00  million.  Involved  in  nu- 
merous partnerships  with  brother.  In- 
dicted for  racketeering.  Mike  bar- 
gained with  prosecutors — demanded 
charges  against  LoweU  be  dropped  for 
guilty  plea.  Government  obliged  (but 
Drexel  suing  both).  Mike  jailed;  Low- 
ell free.  And  rich.  Net  worth  believed 
nearly  S275  million;  his  lawyers  deny. 

Jennifer  Johnson  Duke 
James  LoHng  Johnson 

Princeton,  N.J.  Two  youngest  chil- 
dren of  John  Seward  Johnson  (d. 
1983).  Father  inherited  portion  of 
Johnson  &  Johnson  pharmaceuticals 
empire  and  set  stage  for  enormous 
1986  legal  batde  between  his  6  chil- 
dren and  third  wife  Barbara  Piasecka 
Johnson  (which  see).  Jennifer  and 
James  each  got  S6.2  million;  main 
wealth  from  1944  family  trusts.  Jenni- 
fer: Jacksonville,  Fla.  50.  Divorced, 
remarried;  2  children  from  first  mar- 
riage. Portrait  photographer.  Un- 
touched trust  worth  at  least  S275 
million.  James:  Hunterdon  Count}', 
N.J.,  East  Hampton,  N.Y.  46.  Mar- 
ried; 2  children,  4  stepchildren.  Oper- 
ates farm;  skilled  painter.  ^-Vlso  5275 
million.  Total  for  5  living  children, 
$980  million. 


Kai^ten  Solheim 

Golf  clubs.  Phoenix.  80.  Married,  4 
children.  Born  Bergen,  Norway;  son 
of  cobbler.  To  U.S.  1913.  Universit)- 
of  Washington,  engineering,  1  year; 
ran  out  of  money.  Ran  shoe  repair 
shop  1930s;  sold  cooking  utensils 
during  \\^\TI.  Joined  ge  1953; 
helped  develop  first  portable  T\',  rab- 
bit-ear antenna.  Took  up  golf  1954; 
got  hooked.  Fixed  putting  game  with 
own,  improved  putters.  Named  clubs 
Ping,  for  sound  when  striking  ball. 
Pros  bought:  Boros,  Nicklaus.  Added 
irons  1969.  Had  son  drive  car 
lOOmph,  hung  clubs  out  window  to 
test  air  drag.  Sales  estimated  over 
SI  10  million,  margins  I't'n'high.  .\lso 
aluminum  parts  for  defense,  space 
shuttle.  Net  worth  estimated  S270 
million. 

Frank  Sherman  Morgan 
Sherman  W.  Dreiseszun 

Nephew,  uncle.  Real  estate,  banks. 
Kansas  Cit\',  Mo.  Frank:  64.  Di- 
vorced, 5  children.  Sherman:  67. 
Married,  2  children.  Frank  (son  of 


European  immigrant)  traveling  sales- 
man, fatherless  in  high  school,  Na\y 
storekeeper  third  class  W'VMI.  Quit 
college,  joined  youthfiil  L'ncle  Sherm 
manufacturing  women's  sportswear 
1950;  duo  started  first  Kansas  Citi- 
bank and  shopping  center  1964;  work 
intensely,  privately:  "It's  like  they're 
married."  Banks  now  have  assets  over 
S4  billion,  though  one  propcrt)'  re- 
centiy  taken  over  by  RTC;  real  estate 
worth  at  least  S200  million.  Morgan 
tanatic  sports  enthusiast.  Two  control 
\isible  assets  through  myriad  trusts, 
straw  men;  pair  worth  at  least  S540 
million. 

Mortimer  Benjamin 
Zuckerman 

Real  estate,  nyc,  Washington,  D.C., 
Aspen.  54.  Single.  Born  Montreal, 
father  a  candy  and  tobacco  w  holcj^al- 
er;  2  law  degrees  [ including  Harvardi, 
Wharton  Nl.B.A.  loined  CaKn,  Cab 
ot  &  Forb>es  1962,  made  S5  million  in 
5  years.  Launched  Boston  Properties 
1970;  pal  Fdward  Lmde  joined  to 
build  warehouse,  office  space  Boston, 
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Bil 


302 


Forbes  400  ■  CXtobcr  2 1 .  1991 


Washington,  D.C.  Later  NYC.  Now 
over  11.5  million  square  feet.  Devel- 
opments for  N.AS.\,  Comptroller  of 
C^urrency,  federal  judician,'  in  works. 
Second  career,  publisher:  bought  At- 
lantic Monthly  1980;  U.S.  News  & 
World  Report  1984  (with  real  estate); 
sold  building  to  Japanese  for  unprece- 
dented S490/sq.  ft.  1987.  Becoming 
"a  voice  in  public  affairs."  Amid  real 
estate  decline,  may  still  exceed  $265 
million. 

BiU  Daniels 

enable  lA'.  Denver.  71.  Four  divorces, 
2  stepchildren.  Navy  fighter  pilot 
WWII,  Korea;  astounded  by  T\'  in 
Denver  restaurant  1952,  found  oil- 
men to  back  coaxial  cable  system  wir- 
ing local  living  rooms.  By  1958,  dom- 
inant industr\'  banker,  broker:  "I 
would  leave  town  on  Christmas  Day 
to  do  a  deal."  Business  fell  from  1980 
as  competition  stiffened.  Admitted 
drinking  problem  to  employees  1985; 


detoxed  at  Betty  Ford  Clinic, 
emerged  to  rebuild.  Sold  bulk  of  cable 
operations  1988  to  L'.\H,  portion  of 
brokerage  to  employee  group;  cur- 
rently building  new  sports  ner^vorks 
(Prime  Ticket  and  Prime  Network). 
Gave  $10  million  to  U.  of  Denver  for 
M.B.A.  program  emphasizing  ethics. 
Estimated  over  S265  million. 

Franklin  Parsons  Perdue 

Chickens.  Salisbur)',  Md.  71.  Twice 
divorced,  remarried;  4  children  from 
first  marriage.  Quit  teachers  college 
to  join  father's  egg  business.  Switched 
to  broilers  1940;  post -WWII  chicken 
boom  put  many  feathers  in  company 
coffers.  Added  feed,  processing;  cre- 
ated one  of  first  integrated  chicken 
operations;  then  built  industr^^'s  first 
brand  name.  Perdue  nation's  4th- 
largest,  1990  sales  $1  billion.  Frank 
celebrity'  from  own  ads:  "It  takes  a 
tough  man  to  make  a  tender  chick- 
en." So  tough  he  met  with  nyc  godfa- 


ther Paul  Castellano  to  block  union 
organizers  1980.  Stepped  doun  as 
chief  executive  in  1988.  Frank's  90% 
estimated  $260  million. 

Anne  Hendricks  Bass 

Divorce,  nyc.  50.  Split  \\ith  Sid  Bass 
1989  after  21 -year  marriage;  2 
daughters.  Indianapolis-born,  sur- 
geon's daughter;  Vassar.  Self-pro- 
claimed perfectionist,  "Sharing  beau- 
ty' with  family  and  friends  is,  in  part,  a 
responsibility."  Former  Fort  Worth 
socialite,  now  Manhattan  socialite: 
International  Council  of  Museum  of 
Modern  Art;  Board  and  Executive 
Committee  nyc  Ballet;  "I'm  there  to 
support,  I'm  there  to  believe  in  the 
artists  and  let  them  flourish."  Person- 
al best  staging  fijndraising  galas: 
$650,000.  Settlement  with  Sid  in- 
cluded 1.38  million  shares  Disney 
stock,  $5  million  Fifth  Ave.  apart- 
ment; Degas,  Rothko,  Monet.  Net 
worth  estimated  $260  million.       ^U 
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Had  you  invested  in  the  public  companies 
underlying  many  of  the  fortunes  in  the  first 
Forbes  Four  Hundred  issue  (and  held  on), 
your  net  worth  would  be  getting  up  there,  too. 

Goattails  to  ride 


By  Wendy  Tanaka 

In  this,  our  tenth  year  of  publishing 
The  Forbes  Four  Hundred,  we 
thought  we'd  see  how  the  publicly 
owned  stocks  behind  the  fortunes  on 
our  first  issue's  list  have  performed 
over  the  decade.  The  results  are  im- 
pressive. That  first  edition  included 


fortunes  based  on  the  61  publicly  held 
stocks  listed  below.  As  a  group,  they 
have  risen  295%  (excluding  divi- 
dends), compared  with  220%  for  the 
S&P  500.  To  put  it  another  way:  Had 
you  invested  $100,000  in  each  of 
these  61  issues  when  you  picked  up 


the  very  first  Forbes  Four  Hundred  in 
the  fall  of  1982,  your  S6.1  million 
would  now  be  S24  million.  Invested 
in  the  s&r  500,  the  principal  would 
have  grown  to  SI 9. 5  million. 

Only  four  of  those  original  stocks 
that  are  still  traded  are  down.  Wang 
Labs  is  off  84%  since  1982.  The  oth- 
ers— DWG,  Pennsylvania  Engineering 
and  s\'¥ — are  linked  to  abrasixe  finan- 
cier Victor  Posner.  (When  Man-  Kay 
Cosmetics  went  private  and  A.C. 
Nielsen  was  acquired,  their  last  public 
trades  were  below  their  1982  prices.) 
All  the  rest  are  up,  at  least  a  bit.  Fifh' 
have  outpaced  inflation;  some  have 
been  extraordinary'  winners.  Among 
the  latter:  Warren  Buffett's  Berkshire 
Hathaway,  up  1,462%;  Leslie  Wex- 
ner's  Limited,  up  2,072%;  Sam  Wal- 
ton's Wal-Mart,  up  2,138%.  ^ 


Time  will  tell 

k. 

Name/company 

1991  value  of 

% 

Name/company 

1991  value  of 

% 

$100,000  investment 

change 

$100,000  investment 

change 

■  Abercrombie/Cameron  Iron  Works 

$139,583 

40% 

Mandel/Premier  Industrial 

$457,851 

358% 

Albertson/Albertson's  Inc. 

834,356 

734 

Marriott/Marriott 

188.401 

88 

■  Belfer/Beico  Petroleum 

171,795 

72 

Mitchell/Mitchell  Energy  &Dev 

133,085 

33 

Blaustein/Crown  Central  Petro 

1,211,429 

1111 

Moore/Intel 

435.338 

335 

Brown/Brown-Forman 

331,343 
1,562,500 

231 

■  Nielsen/AC  Nielsen 

94,835 

-5 

Buffetf  Berkshire  Hathaway 

1462 

Olsen/Digital  Equipment 

156,740 

57 

Busch/Anheuser-Busch 

535,579 

436 

Paley/CBS 

339,247 

239 

Cox/Dow  Jones 

156,122 

56 

■  Perot/Electronic  Data  Systems 

256.934 

157 

■  Darrin/Automatic  Switch 

133,977 

34 

Petrie/Petrie  Stores 

204,348 

104 

De  Menil/Schlumberger 

204,930 

105 

Posner/DWG 

95.200 

-5 

Disney/Walt  Disney 

807,018 

707 

Posner/NVF 

2.174 

-98 

Dorrance/Campbell  Soup 

868,874 

769 

Posner/Pennsylvania  Engineering 

1.087 

-99 

Du  Pont/El  Du  Pont 

401,106 

301 

■  Robins/AH  Robins 

251,667 

152 

Ford/Ford  Motor 

504,167 

404 

■  Rogers/Mary  Kay  Cosmetics 

80.420 

-20 

Fuqua/Fuqua 

204,310 

104 

Rollins/Rollins  Inc 
■  Shakarian/General  Nutrition 

237.365 
176.923 

137 

Galvin/Motorola 

275,258 

175 

77 

■  Getty/Getty  Oil 

237,762 

138 

Singieton/Teledyne 

354.687 

255 

Graham/Washington  Post 

576,101 

476 

Smith/General  Cinema 

180.653 

81 

Grainger/WW  Grainger 

441,468 

345 

■  Taper/First  Charter  Fmancial 

204.310 

104 

Heinz/Heinz 

710,662 
229,703 

611 

Thorne/Commerce  Clearing  House 

120.720 
563.636 

21 

Hess/Amerada  Hess 

130 

Turner,  Ted/Turner  Broadcasting 

464 

Hewlett,  Packard/Hewlett-Packard 

194,756 

95 

■  Turner,  Tom/Sigmor 

104.478 

5 

Hilton/Hilton  Hotels 

225,784 

126 

Vollum/Tektronix 

145.988 

46 

Jobs/Apple  Computer 

544,000 

444 

Walton/Wal-Mart 

2.237.762 

2138 

■  Keck/Superior  Oil  Co. 

148,963 

149 

Wang/Wang  Labs 

16.495 

-«4 

■  Kerkorian/MGM/UA 

127,778 

28 

■  Wasserman/MCA 

289.051 

189 

Kerkorian/MGM  Grand  Hotel 

175,439 

75 

WeisyWeis  Markets 

334.756 

235 

Kieckhefer/Weyerhaeuser 

141,548 

42 

Wexner/Limited 

2.172.298 

2072 

Knight,  James/Knight-Ridder 

302,857 

'203 

Woodruff/Coca-Cola 

934.545 

834 

Knight,  Phiiip/Nike 

211,828 

112 

Zimmerman/Pic  N  Save 

197.101 

97 

Kroc/McDonalds 

398,104 

298 

Total 

$23,977,195 

295% 

■  For  all  merged  or  acquired  companies,  the  1991  price  is  based  on  per-share  value  at  time  of  transaction. 

Nearly  all  these  stocks  had  a  controlling  stockholder  with  an  owner's  interest  in  their  progress  in  1982. 
Is  their  superior  overall  performance  chance?  After  ten  years,  it  seems  unlikely. 
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THERE  WHEN  IT  COUNTS. 


Oil  spills  are  everybody's  enemy. 
That's  why  a  global  oil  giant  has 
engaged  Hull  and  Cargo  Surveyors, 
Inc.,  a  Continental  subsidiary,  to 
inspect  its  chartered  tank  barges 
and  help  avoid  spills. 

"We7/  inspect 
some  2,000  vessels 
a  year,"  says  prin- 
cipal surveyor 
Stan  Smith.  "We're 
the  only  nation- 
wide marine  ser- 
vice organization 
with  that  kind  of 
expertise" 

Ottenng  a  wealth  of  marine 
inspection  experience  to 
Continental  insureds  and  others, 
experts  like  Stan  carefully  check 
potential  leak  points  such  as 
cargo  piping,  valves  and  machin- 
ery.They  pay  special  attention 
to  pollution-control  equipment 
such  as  containment  booms, 
absorbent  material  and  on-deck 
containment  provisions.  Because 
preventing  spills  on  vessels  is 
much  better  than  cleaning  them 
up  on  the  beach. 

Continental  has  a  lot  of  dedi- 
cated people  like  Stan.  People 
who  are  there  when  it  counts. 
People  who  have  helped  make 
us  a  leading  property/casualty 
insurer  and  a  strong,  solid  com- 
pany.They're  why  for  over  1 35 
years,  we've  met  our  obligations 
to  our  insureds,  our  employees, 
our  distributors  and  shareholders. 


^(ffP  Continental 
M^  Insurance. 


inc  runoca  ruun  nununcu 


Rules  of 
the  chase 


Our  ESTIMATES  of  people's  net  worth 
are  deliberately  conservative.  It  is  pos- 
sible to  say  with  some  confidence  that 
a  person  is  worth  more  than  a  given 
amount;  it  is  often  extremely  difficult 
or  impossible  to  establish  exacdy  how 
much  more.  Our  basic  operating 
principle  is  to  think  in  terms  of  how 
much  a  prudent  buyer,  knowing  what 
we  know,  might  be  willing  to  pay  for  a 
person's  net  assets. 

To  arrive  at  coherent  estimates  of 
wealth,  Forbes  adopts  a  number  of 
basic  rules: 

■  Blocks  of  publicly  traded  stock  arc 
priced  at  the  market  close  on  Sept.  4. 

■  Privately  held  companies  are  usually 
valued  according  to  estimated  earn- 
ings or,  preferably,  cash  tlow,  and  to 
prevailing  ratios  for  similar  companies 
in  similar  businesses. 

■  When  earnings  and  cash  flow  aren't 
known  or  are  suspect,  we  adopt  rule- 
of- thumb  conventions  common  to 
the  relevant  industry.  Television  and 
radio  stations,  cable  systems  and  some 
newspapers  are  valued  for  us  by  au- 
dioritativc  media  brokers  who  track 


them  professionally  (see  Acknowledg- 
ments, p.  303). 

■  Among  oil  and  gas  producers  we 
rarely  go  beyond  putting  fair  valua- 
tion on  their  reserves,  to  be  conserva- 
tive. Some  oil  and  real  estate  mag- 
nates have  substantial  assets  not  in 
their  own  names,  so  in  one  or  two 
cases  we  were  forced  to  rely  on  con- 
sensus estimates  of  knowledgeable 
peers.  These  estimates,  naturally,  are 
treated  cautiously. 

Often  it  isn't  even  clear  exacdy  who 
owns  a  great  fortune.  It  is  frequently 
parked,  at  least  partly,  in  the  names  of 
the  immediate  family  or  concealed  in 
private  investment  companies.  Or, 
more  difficult  to  find,  it  is  held  in 
trusts,  where  separate  elements  of 
ownership  (control  of  principal,  re- 
ceipt of  in<"ome,  power  to  name  heirs, 
etc.)  arc  deliberately  spread  among 
different  people  to  defend  against  in 
hcritancc  tax  laws. 

■  In  the  matter  of  trusts  and  other 
intrafamily  arrangements,  we  prcxecd 
on  a  case-by-case  basis,  applying  com 
mon  sense.  Mt)st  plainly  exist  to  earn 


out  a  normal  pattern  of  in- 
heritance (to  husbands, 
wives  or  offspring)  and  to 
minimize  inheritance  taxes. 
We  look  at  who  controls 
the  wealth.  Trusts  are  gen- 
erally attributed  to  the  per- 
son who  created  the  wealth, 
if  still  alive  and  in  control; 
or  to  the  principal  control- 
ling family  member  or 
members  (and  not  the  fam- 
ily lav\yers). 

Obversely,  spendthrift 
trusts,  which  are  meant  to 
keep  control  out  of  the 
hands  of  beneficiaries,  are 
not  credited  to  the  benefi- 
ciaries; only  estimated  trust 
income  is  counted. 

Lawyers  sometimes  say  a 
trust  is  "owned"  by  those 
who  ultimately  will  receive 
the  principal.  Usually,  that 
means  the  next  generation  of  the 
family  in  question.  But,  in  fact,  the 
next  generation  often  has  no  power  to 
spend  or  invest  principal  or  to  dis- 
burse income  to  themselves.  Some  are 
still  children;  some  heirs  may  be  yet 
unborn. 

It  is  difficult  to  take  such  "owTier- 
ship"  seriously,  or  to  count  so  power- 
less an  "owner"  as  one  of  the  richest 
people  in  .America.  It  is  true  that  a 
controlling  person's  powers  may  be 
weakened  by  the  limitations  of  a  trust. 
But  ever)  other  parr\\s  claim  to 
present  ownership  is  far  weaker  still. 

Irrevocable  charitable  trusts  and 
foundations  are  not  counted. 

Wealth  in  the  names  of  sptnises  and 
other  innncdiatc  family  members  is 
sometimes  assigned  to  the  principal 
f\mil\  member.  Where  a  familv  mem- 
ber's shares  arc  sufficient  ti>  entitle 
him  or  her  to  a  place  ami>ng  the 
richest  pet>ple  in  .\merica,  however, 
we  generalh  list  him  or  her  separately. 
And  wc  do  the  same  with  immediate 
famih'  members  split  bv  divorce  or 
cnher  iniernal  famih  vlitVcuiues     ■■ 
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A  natural  byproduct 

of  our  business  strategy 

.  has  been  steady 

consistent  dividend  growth. 


ALLTEL  Corporation 
offers  exceptional 
opportunities  for 
investors  seeking  security 
and  growth  potential. 
For  example,  we've 
increased  the  dividend  for 
30  consecutive  years  since 
the  company's  founding. 

And  our  five-year 
average  total  annual 
return  of  11% 
outperformed  the  S&P 
and  the  Dow,  as  well  as 
our  peer  group  of  the 
nation's  14  largest 
telecommunications 
companies. 

Thanks  to  a  strateg)^  of  enhancing  our  core  telephone 
business  while  diversifying  into  high  growth  areas  like 
information  services,  cellular  telephone  and  product 
distribution,  the  future  also  looks  bright. 

For  more  information  on  our  thriving  company,  write  or  call 
for  a  copy  of  our  annual  report. 

^SIUXEL 

CORPORATION 

Telecommunications  •  Cellular  •  Product  Distribution  •  Information  Services 
For  more  information,  call  (501)  661-8999  or  write  to:  ALLTEL  Investor  Relations  •  One  Allied  Drive  •  Little  Rock,  AR  72202 
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Name 


Albertson,  Joseph  Albert 

Alexander,  Norman  E. 

Alibritton,  Joe  Lewis 

Allen,  Charles  Jr. 

Allen,  Herbert 

Allen,  Herbert  Anthony 

Allen,  Paul  Gardner 

Andersen  family 

Anderson,  John  Edward 

Andreas,  Dwayne  Orville  and  family 

Annenberg,  Walter  Hubert 

Anschutz,  Philip  Frederick 

Anthony,  Barbara  Cox 

Argyros,  George  Leon 

Arison,  Ted 

Arrillaga,  John 

Ashton,  Alan  C. 

Autry,  Orvon  Gene 

Avery,  Alice  O'Neill  and  family 


Page 


196 
238 
247 
241 
241 
241 
152 
275 
238 
256 
162 
184 
160 
269 
156 
249 
218 
264 
264 


Residence 


Boise,  Idaho 

Scarsdale,  N.Y. 

Houston 

NYC 

NYC 

NYC 

Mercer  Island,  Wash. 

Bayport,  Minn. 

Bel  Air,  Calif. 

Bal  Harbour,  Fla. 

Wynnewood,  Pa. 

Denver 

Honolulu 

Newport  Beach,  Calif. 

Tel  Aviv,  Israel 

Palo  Alto,  Calif. 

Orem,  Utah 

Los  Angeles 

Los  Angeles 


Age 


Worth 
($mil) 


Primary  sources 


85 

930 

Albertson's  Inc. 

77 

455 

Sequa  Corp. 

66 

400 

Media 

88 

430 

Stock  market 

83 

430 

Stock  market 

50 

430 

Stock  market 

38 

2,400 

Microsoft 

750 

Windows 

74 

450 

Beverage  distribution 

73 

335 

Archer  Daniels  Midland 

83 

1,600 

Publishing 

51 

1,000 

Oil 

68 

2,000 

Inheritance  (Cox  Enterprises) 

54 

290 

Real  estate 

67 

2,300 

Cruise  ships 

53 

365 

Real  estate 

49 

600 

WordPerfect 

84 

300 

Broadcasting 

74 

300 

Inheritance  (real  estate) 

r« 


B 


Bacardi  family 

275 

Puerto  Rico  etal. 

750 

Liquor 

Ballmer,  Steven  Anthony 

200 

Bellevue,  Wash. 

35 

850 

Microsoft 

Bancroft  family 

275 

NYC 

1,500 

Inheritance  (Dow  Jones) 

Baoudjakdji,  Millicent  V. 

198 

Los  Angeles 

51 

440 

Inheritance 

Bass,  Anne  Hendricks  t 

303 

NYC 

50 

Divorce 

Bass,  Edward  Perry 

195 

Fort  Worth 

46 

940 

Oil 

Bass,  Lee  Marshall 

168 

Fort  Worth 

35 

1,350 

Oil 

Bass,  Robert  Muse 

162 

Fort  Worth 

43 

1,600 

Oil 

Bass,  Sid  Richardson 

168 

Fort  Worth 

48 

1,350 

Oil 

Bastian,  Bruce  W. 

218 

Orem,  Utah 

43 

600 

WordPerfect 

Batten,  Frank  Sr. 

218 

Virginia  Beach,  Va. 

64 

600 

Publishing                                             '  ' 

Bean  (Gorman)  family 

275 

Freeport,  Me. 

400 

L.L.  Bean 

Bechtel,  Stephen  Davison  Jr.  and  family 

168 

San  Francisco 

66 

1,300 

Engineering 

Behring,  Kenneth  Eugene 

256 

Blackhawk,  Calif. 

63 

330 

Developer 

Belfer,  Arthur  Bejer  and  family 

240 

NYC 

83 

450 

Oil 

Belk  family 

275 

Charlotte,  N.C. 

450 

Retailing 

Bennett,  William  Gordon 

230 

Las  Vegas 

66 

500 

Circus  Circus  Enterprises 

Benson,  Craig  • 

242 

Rochester,  N.H. 

36 

345 

Cabletron  Systems 

Berkley,  William  Robert 

259 

Greenwich,  Conn. 

45 

320 

Food  processing 

Berry,  Jack  Monteith  Sr.  and  family 

264 

Winter  Haven,  Fla. 

74 

300 

Citrus  grower 

Berry,  John  William  Sr. 

241 

Dayton,  Ohio 

69 

440 

Yellow  Pages 

Binger,  Virginia  McKnight 

265 

Wayzata,  Minn. 

75 

300 

Inheritance  (3M) 

Bingham  family 

275 

Louisville 

350 

Newspapers 

Blaustein,  Morton  K.a 

298 

Baltimore 

Deceased 

Inheritance  (oil) 

Block  family 

276 

NYC  area 

700 

Pharmaceuticals 

Bluhm,  Neil  Gary 

232 

Winnetka,  III. 

53 

500 

Real  estate 

Borg,  Malcolm  Austin 

262 

Englewood,  N.J. 

53 

300 

Publishing 

Bredin,  Octavia  Mary  du  Pont  and  family 

248 

Greenville,  Del. 

78 

375 

Inheritance  (Du  Pont  Co.) 

Bren,  Donald  Leroy 

178 

Newport  Beach,  Calif. 

59 

1.100 

Real  estate 

Brennan,  Bernard  F. 

247 

Winnetka,  III. 

53 

390 

Montgomery  Ward 

Brittingham  family 

276 

Dallas 

470 

Dai-Tile  Group 

Broad,  Eli 

254 

Los  Angeles 

58 

335 

Housing,  insurance 

Bronfman,  Edgar  Miles  Sr. 

156 

NYC 

62 

2.300 

Seagram  Co. 

Brown  family 

276 

Louisville 

1.000 

Liquor 

Brown,  Harold  ■ 

298 

Boston 

66 

Real  estate 

Brown,  Jack  E. 

258 

Midland,  Tex. 

66 

325 

Oil 

Buffett,  Susan  Thompson  * 

252 

Omaha 

59 

350 

Berkshire  Hathaway 

*  New  entry,  i^  Returnee.  ■Dropout.  tNear 

miss. 
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Name 

Buffett,  Warren  Edward 
Bullitt  family 
Busch  family 
Butt,  Charles  C. 


Page 

Residence 

Age 

Worth 
($mil) 

Primary  sources 

151 

Omaha 

61 

4,200 

Stock  market 

276 

Seattle 

400 

Broadcasting 

276 

St.  Louis 

1.300 

Inheritance  (Anheuser-Busch) 

248 

San  Antonio 

Tex. 

53 

380 

Grocery  stores 

Cafaro,  William  Michael  and  family 

216 

Hubbard,  Ohio 

78 

655 

Shopping  malls 

Campbell  family 

276 

Hawaii  et  al. 

675 

Real  estate 

Cargill,  James  R. 

200 

Minneapolis 

67 

835 

Inheritance  (Cargill.  Inc.) 

Cargill,  Margaret 

200 

La  Jolla.  Calif. 

71 

835 

Inheritance  (Cargill.  Inc.) 

Carlson,  Curtis  LeRoy 

188 

Long  Lake,  Minn. 

77 

1.000 

Entrepreneur 

Caruth  family 

276 

Dallas 

500 

Inheritance  (real  estate) 

Carver,  Lucille 

242 

Muscatine,  Iowa 

74 

420 

Inheritance  (Bandag,  Inc.) 

Chambers,  Anne  Cox 

160 

Atlanta 

71 

2.000 

Inheritance  (Cox  Enterprises) 

Chandler  family 

278 

Los  Angeles  etal. 

1.300 

Times  Mirror  Co 

Chase,  David  Theodore 

250 

West  Hartford.  Conn. 

62 

355 

Real  estate 

Clapp,  Norton  and  family 

253 

Seattle 

85 

350 

Inheritance  (Weyernaeuserj 

Clark  family 

278 

Cooperstown,  N.Y. 

390 

Singer  Manufacturing  Co. 

Clark,  Alfred  James  ■ 

298 

Easton,  Md. 

62 

Construction 

Cohen,  Arthur  G.  ■ 

298 

Kings  Point,  N.Y. 

60 

Real  estate 

Cohn,  Seymour 

248 

Palm  Beach  County,  Fla. 

81 

390 

Real  estate 

Colket,  Tristram  C.  Jr.  -A 

204 

Taoli,  Pa. 

53 

285 

Campbell  stock 

Collier  family 

278 

Naples,  Fla.  etal. 

1.000 

Real  estate 

Comer,  Gary  Campbell  ^ 

265 

Chicago.  III. 

63 

300 

Lands'  End 

Congei,  Robert  J. 

260 

Fayetteville.  N.Y. 

56 

310 

Shopping  malls 

Connell,  Grover 

258 

Westfield.  N.J. 

74 

325 

Comnrodities 

Conover,  Catherine  Mellon 

272 

Washington,  D.C. 

55 

275 

Inheritance 

Cook,  Jane  Bancroft 

234 

Cohasset,  Mass. 

79 

480 

Inheritance  (Dow  Jones) 

Cook,  William  Alfred 

218 

Bloomington.  Ind. 

60 

600 

Catheters 

Cooke,  Jack  Kent 

184 

Middleburg.  Va. 

78 

1,000 

Real  estate 

Cooke,  Phoebe  Hearst 

198 

San  Francisco 

64 

440 

Inheritance 

Coors  family 

278 

Golden,  Colo. 

415 

Beer 

Copley,  Helen  Kinney 

216 

La  Jolla,  Calif. 

68 

640 

Publishing 

Coulter,  Wallace  Henry 

204 

Miami  Springs,  Fla. 

79 

800 

Blood 

Cowles  (Gardner)  family 

278 

Minneapolis,  NYC  etal. 

525 

Newspapers 

Cowles  (William)  family 

280 

Spokane 

450 

Newspapers 

C^x,  Edwin  Lochridge  Sr.  ■ 

298 

Dallas 

70 

Oil 

Cox,  John  Lee  " 

230 

Midland,  Tex. 

66 

500 

Oil 

Grain,  Gertrude  Ramsay  ■ 

298 

Chicago 

80 

Publishing 

Crown,  Lester  and  family 

164 

Wilmette,  III. 

66 

1.600 

Inheritance 

Cullen  family 

280 

Houston 

500 

Oil 

Culverhouse,  Hugh  Franklin 

258 

Tampa.  Fla. 

72 

325 

Real  estate 

Currier,  Andrea  B. 

263 

The  Plains.  Va. 

35 

300 

Inheritance 

Currier,  Lavinia  M. 

263 

The  Plains.  Va. 

34 

300 

Inheritance 

Currier,  Michael  S. 

263 

NYC 

30 

300 

Inheritance 

D 


Dabah,  Morris  and  family  •  244 

Daniels.  Bill  It  298.303 
Darden,  Constance  Simmons  du  Pont  and  family   248 

Dart,  William  A.  •  228 

Davenport.  Elizabeth  Lupton  246 

Davidson.  William  Morse  208 

Davis.  James  Elsworth  244 

Davis,  Marvin  Harold  170 

Davis,  Shelby  Cullom  224 

Dayton  family  280 

DeBartolo,  Edward  John  164 

Dedman.  Robert  Henry  Sr.  212 


NYC  66  420 

Denver  71 

Norfolk.  Virginia  87  375 

Sarasota.  Fla.  64  500 

Lookout  Mountain.  Tenn.  58  400 

Bloomfield  Hills.  Mich.  68  710 

Jacksonville.  Fla.  84  400 

Beverly  Hills  66  1.300 

Tarrytown.  N.Y.  82  580 

Minneapolis  1,000 

Boardman,  Ohio  82  1,400 

Dallas  65  700 


Gitano  Group 
Cable 

Inheritance  (Du  Pont  Co.) 
Dart  Container 
Coca-Cola  bottler 
Guardian  Industries 
Winn-Dixie  Stores 
Oil.  real  estate 
Investnient  banking 
Dayton  Hudson 
Shopping  centers 
Country  clubs 


♦  New  entry.  <r  Returnee.  ■Dropout,  t  Near  miss. 
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Hxne 

DeU.  Mtchaei  * 

de  Menil  famiijr 

DeVos.  RichaRi  llaran 

de  Young  famiiy 

Otsney,  Lillian  Bounds  ■ 

Disney.  Roy  Edvafd 

Dixon,  Fitz  Eugene 

Dolan.  Charles  Francis 

Donnelley  family 

Dorrance.  Bennett 

Dorrance.  John  T.  Ill 

Draper.  Irenes 

Dretseszun.  Sherman  W.  ■  t 

Duda  family 

Duke.  Doris 

Duke.  Jennifer  Johnson  " 

du  Pont  (Pierre  Samuel  II)  family 

du  Pont,  Alexb  Felix  Jr.  and  family 

du  Pont,  Irenee  Jr.  and  family 

du  Pont,  Willis  Harrington  and  family 

Duchossois,  Richard  Louis  ■ 

Dust,  David  M. 

Dust.  Royal  H. 

Durst  Seymour  B. 

Dyson,  Charles  Heniy 


Earhart  Anne  Catherine  Getty 
Edson.  John  Orin 

Ellis.  Alpheus  Lee 
Ellison.  Lawrertce  J. 
Engelhard,  Jane  B. 
Evans,  James  Emmett 
Evans,  Thomas  Mellon 


Page 

264 
280 
151 
280 
300 
235 
247 
241 
280 
170 
170 
300 
298.302 
280 
206 
302 
280 
252 
248 
264 
298 
272 
272 
272 
232 


Residerice 

Austin.  Tex. 
Houston.  NYC 
Ada,  Mich. 
San  Francisco  et  al. 
Los  Angeles 
Los  Angeles 
Lafayette  Hill,  Pa. 
Oyster  Bay,  N.Y. 
Chicago  or^n 
Paradise  Valley,  Ariz. 
Devil's  Tower.  Wyo. 
Montchanin.  Del. 
Kansas  City.  Mo. 
Oviedo.  Fla. 
Somerville.  N  J. 
Jadtsonville,  Fla. 
Wilmington,  Del. 
Wilmir^lton.Del. 
Montchanin,  Del. 
Palm  Beach.  Fla. 
Barrington,  III. 
Chappaqua,  N.Y. 
Scarsdale.  N.Y. 
NYC 
NYC 


249 

San  Francisco  Bay  area 

228 

Seattle 

246 

Tarpon  Spnngs,  Fla. 

249 

Atherton,  Calif. 

250 

Far  Hills,  N  J. 

264 

Dade  City,  Fla. 

269 

NYC 

Age 

Worth 

Primary  sources 

($mil) 

26 

300 

Cc-r.-r-s 

445 

-     -     :e 

65 

2.900 
750 

- 

71 

-   _                    -          - 

61 

470 

^    - 

68 

400 

- 

65 

440 

-  ■- 

985 

'  5 

45 

1,250 

47 

1.250 

^'  z-  W  Vz     .-      _1-      ,.__ 

80 

Inheritance  (Du  Pont  Co.) 

67 

Shopping  centers 

325 

Apiculture 

78 

750 

Inheritance 

50 

Johnson  &  Johnson 

8.600 

Inheritance  (Du  Pont  Co.) 

85 

350 

Inheritance  (Du  Pont  Co.) 

71 

375 

Inheritance  (Du  Pdnt  Co.) 

55 

300 

Inheritance  (Du  POnt  Co.) 

70 

Manufactuniig 

66 

275 

Real  estate 

74 

275 

Reales.dte 

78 
82 

275 
500 

Real  estate 

CongkMiieiatoi 

39 

365 

Inheritance  (oil) 

59 

525 

Manufacturing 

85 

400 

Banking 

47 

365 

Oracle  ^fstems 

73 

360 

Inheritance 

91 

300 

Citrus  grower 

81 

300 

Investments 

Famier,  Richard  T.  • 

247 

Indian  Hill,  Ohio 

56 

395 

CinlasCofpL 

Feency.  Charles  F. 

200 

London.  England 

60 

850 

Duty  Free  Shoppers 

Field.  Frederick  W.  (Ted) 

212 

Beveriy  Hills 

39 

700 

Infientance  (department  stores) 

riekl.ManhalV 

212 

L^ce  Forest  IIL 

50 

450 

Inheritance  (department  slows) 

Hrefflan.Paul 

216 

Newton.  Mass. 

47 

625 

Reebok 

Firestone  family 

281 

Akron.  Ohio 

300 

Tws 

Fisher.  Donald  George 

208 

San  Francisco 

63 

735 

The  Gap 

Fisher.  Doris  F. 

208 

San  Francisco 

60 

735 

The  Gap 

Fisher,  John  J.  • 

208 

San  Francisco 

30 

280 

The  Gap 

Fisher,  Lawrence 

241 

NYC 

81 

440 

Real  estate 

Fisher.  Max  Martin 

254 

Frwklin.  Mich. 

83 

340 

Oil 

Fisher.  Robert  J.  it 

206 

San  Francisco 

36 

295 

The  Gap 

Fisher.  WiMamF.* 

208 

San  Francisco 

34 

280 

The  Gap 

Fisher.  Zachary 

241 

NYC 

80 

440 

Real  estate 

FlatJey.  Thooas  John  ■ 

298 

Milton.  Mass. 

60 

Real  estate 

Rint  Lucile  du  Pont  and  family 

248 

Greenville.  Del. 

76 

375 

Inheritance  (DuPMCol) 

Ford.  Josephine  Day  and  family 

777 

GrcKV  Pointe  Farms.  Mich. 

68 

340 

Mientance  (Ford  Motor  C&) 

Ford,  William  Cl^  and  family 

222 

Gfpsse  Pointe  Shores.  Mich. 

66 

600 

Inheritance  (Ford  UoJor  Co  1 

rorman,  mcfiaei  NooerT 

266 

Bel  Av.  Calif. 

56 

300 

Theaters 

Franchetti,  Ame  and  family 

224 

Seal  Cove.  Me. 

705 

325 

MilMen&Co. 

Freemw.  Mansfield 

222 

Greenshoro.  VI. 

% 

425 

bBuance 

Friboug.  Michel  «Ml  family 

180 

NYC 

78 

1.100 

Grain  trader 

Frost  PhiiNpO 

254 

Miami 

54 

340 

310 
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Name 


Page 


Residence 


Age 


Worth 
($tnJI) 


Primary  sources 


Galbreath,  Daniel  Mauck  ■ 

300 

Columbus,  Ohio 

62 

Real  estate 

Galesi,  Francesco  ■ 

300 

NYC 

60 

Real  estate 

Gallo,  Ernest 

262 

Modesto.  Calif. 

82 

300 

Wine 

Gailo,  Julio 

262 

Modesto,  Calif. 

81 

300 

Wine 

Galvin,  Robert  William 

250 

Barrington  Hills,  III. 

69 

355 

Motorola 

Gates,  Charles  Cassius  Jr.  and  family 

246 

Denver 

70 

400 

Gates  Corp. 

Gates,  William  Henry  III 

150 

Seattle 

35 

4,800 

Microsoft 

Gaylord,  Edward  Lewis 

180 

Oklahoma  City 

72 

1.100 

Broadcasting 

Geffen,  David 

196 

Malibu,  Calif. 

48 

880 

Music 

Getty,  Caroline  Marie 

249 

San  Francisco 

34 

365 

Inheritance  (oil) 

Getty,  Eugene  Paul  (J.  Paul  Jr.) 

252 

London,  England 

59 

350 

Inheritance  (oil) 

Getty,  Gordon  Peter 

168 

San  Francisco 

57 

1.300 

Inheritance  (oil) 

Glazer,  Guilford 

247 

Beverly  Hills 

70 

400 

Real  estate 

Goldman,  Lillian 

270 

Millneck,  N.Y. 

69 

280 

Inheritance 

Goldman,  Rhoda  H.  and  family  -k 

206 

San  Francisco 

67 

365 

Levi  Strauss  stock 

Goodson,  Mark  Les 

247 

NYC 

76 

400 

Game  shows 

Gore  family 

281 

Newark,  Del. 

500 

Gore-Tex 

Gottwald,  Bruce  Cobb 

260 

Richmond,  Va. 

58 

315 

Ethyl  Corp. 

Gottwald,  Floyd  Dewey  Jr. 

260 

Richmond,  Va. 

69 

315 

Ethyl  Corp. 

Gould,  Kingdon  Jr.  ■ 

300 

-Laurel,  Md. 

66 

Real  estate 

Graham  family 

281 

Washington  D.C. 

360 

Washington  Post  Co. 

Graham,  Donald  E.  and  family  ■ 

300 

Washington,  D.C. 

46 

Washington  Post  Co. 

Graham,  Katharine  ■ 

300 

Washington,  D.C. 

74 

Washington  Post  Co. 

Grainger,  David  William  ^ 

269 

Skokie,  III. 

63 

290 

W.W.  Grainger 

Green,  Pincus 

196 

Zug,  Switzerland 

57 

800 

Commodities  trader 

Greenberg,  Maurice  (Hank) 

222 

NYC 

66 

585 

American  International  Group 

Greenewalt,  Margaretta  Lammot  du  Pont  ■ 

298 

Greenville,  Del. 

Deceased 

Inheritance  (Du  Pont  Co.) 

Gruss,  Joeseph  S.  ■ 

300 

NYC 

88 

Oil 

Guccione,  Robert  Chas.  Jos.  Ed.  S. 

260 

NYC 

59 

310 

Publishing 

Gund  family 

281 

Cleveland  origin 

1,300 

Inheritance 

H 


Haas,  Fritz  Otto 

234 

Ambler,  Pa. 

76 

470 

Rohm  &  Haas 

Haas,  John  Charles 

234 

Villanova,  Pa. 

73 

485 

Rohm  &  Haas 

Haas,  Josephine  and  family  -k 

206 

San  Francisco 

60s 

440 

Levi  Strauss  stock 

Haas,  Peter  E.  Jr  and  family  -k 

206 

San  Francisco 

44 

300 

Levi  Strauss  stock 

Haas,  Peter  E.  Sr  and  family  •^ 

206 

San  Francisco 

73 

760 

Levi  Strauss  stock 

Haas,  Robert  D.  &  family  • 

206 

San  Francisco 

49 

280 

Levi  Strauss  stock 

Haebler  family 

282 

NYCetal. 

555 

International  Flavors  &  Fragrances 

Hall,  Donald  Joyce 

198 

Mission  Hills,  Kans. 

63 

860 

Hallmark  Cards 

Hamilton,  Dorrance  Hill 

204 

Wayne,  Pa. 

63 

790 

Inheritance  (Campbell  Soup) 

Hammons,  John  Quentin 

268 

Springfield,  Mo. 

69 

300 

Real  estate 

Harbert,  John  Murdoch  III 

225 

Birmingham,  Ala. 

70 

560 

Construction 

Hardie,  Mary  Jane  Hoiles 

246 

Marysville,  Calif. 

69 

400 

Newspapers 

Hardy,  Joseph  Alexander  III  and  family 

265 

Farmington.  Pa. 

68 

300 

Building  supplies 

Hearst,  David  Whitmore  Jr. 

198 

Los  Angeles 

46 

440 

Inheritance 

Hearst,  George  Randolph  Jr. 

198 

Los  Angeles 

64 

440 

Inheritance 

Hearst,  Randolph  Apperson  Jr. 

198 

NYC 

75 

875 

Inheritance 

Hearst,  William  Randolph  Jr. 

198 

NYC,  NY. 

83 

875 

Inheritance 

Heinz,  Henry  John  III  ■ 

298 

Fox  Chapel.  Pa. 

Deceased 

H.J.  Heinz  Co. 

Heinz,  Teresa  F.  • 

241 

Fox  Chapel,  Pa. 

53 

445 

H.J.  Heinz  Co. 

Helmsley,  Harry  Brakmann 

170 

NYC 

82 

1.300 

Real  estate 

Herb,  Marvin  -k 

240 

Chicago 

54 

450 

Coca-Cola  bottler 

Hess,  Leon 

212 

NYC 

77 

690 

Amerada  Hess  Corp 

Hewlett,  William  Redington 

188 

Portola  Valley,  Calif. 

78 

1,000 

Hewlett-Packard 

Heyman,  Samuel  J.  -k 

180 

New  York 

52 

1.100 

GAFCorp 

Hill,  Margaret  Hunt  and  family 

184 

Dallas 

75 

1.000 

Inheritance  (oil) 

Hillenbrand  family 

282 

Batesville,  Ind.  et  al. 

1.100 

Caskets 

♦  New entry.  *  Returnee.  "Dropout.  tNearmiss. 
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Hillman,  Henry  Lea 
Hillman,  Howard  Butcher 
Hillman,  Tatnall  Lea 
Hixon  family 

Hobby,-  Oveta  Gulp  and  family 
Holies,  Harry  Howard 
Hollingsworth,  John  D. 
Horvitz  family 
Hostetter,  Amos  Barr  Jr. 
Houghton,  Amory  Jr.  * 
Howard,  Robert  Staples 
Hoyt  family 

Hubbard,  Stanley  Stub 
Huffington,  Roy  Michael 
Hughes  (Howard)  family 
Huizenga,  H.  Wayne  * 
Hunt,  Caroline  Rose 
Hunt,  Johnnie  Bryan  ■m' 
Hunt,  Ray  Lee  and  family 
Hunting  family 
Huntsman,  Jon  Meade 


Page 


Residence 


Age 


Worth 
($mil) 


Primary  sources 


151 

Pittsburgh 

244 

Greenwich,  Conn. 

244 

Radnor,  Pa. 

282 

Pasadena 

240 

Houston 

246 

Santa  Ana,  Calif. 

216 

Greenville,  S.C. 

282 

Cleveland  area 

232 

Boston 

242 

Corning,  N.Y. 

232 

Rancho  Santa  Fe,  Calif 

282 

NYC  et  al. 

264 

St.  Mary's  Point,  Minn. 

244 

Houston 

282 

Calif.,  Nev. 

270 

Fort  Lauderdale,  Fla. 

228 

Dallas 

269 

Goshen,  Ark. 

174 

Dallas 

282 

Grand  Rapids,  Mich. 

238 

Salt  Lake  City 

72 

3,300 

Industrialist 

57 

415 

Inheritance 

53 

415 

Inheritance 

770 

Electronic  connectors 

86 

450 

Media 

75 

400 

Newspapers 

73 

550 

Textile  machinery 

750 

Inheritance  (media) 

54 

500 

Cable  TV 

65 

420 

Corning 

67 

500 

Publishing 

625 

Carter-Wallace 

58 

300 

Broadcasting 

73 

400 

Oil 

500 

Inheritance  (Hughes  Aircraft) 

53 

290 

Blockbuster  Entertainment 

68 

525 

Inheritance  (oil) 

64 

295 

Trucking 

48 

1,250 

Inheritance  (Oil) 

670 

Steelcase 

54 

450 

Plastics 

at 

11" 
W 


Icahn,  Carl  Celian 
Idema  family 
Hitch,  Michael  • 
Ingram,  Erskine  Bronson 
Irvine  family 


J 


215 

Bedford,  N.Y. 

55 

660 

Financier 

282 

Grand  Rapids,  Mich. 

670 

Steelcase 

272 

Troy,  Mich. 

60 

280 

Little  Caesar  Pizza 

225 

Nashville,  Tenn. 

59 

550 

Barges 

283 

Va.,  Calif. 

350 

Inheritance 

Jacobs,  Jeremy  Maurice  234  East  Aurora,  N.Y. 

Jacobs,  Richard  E.  259  Lakewood,  Ohio 

Jamail,  Joseph  Dahr  Jr.  253  Houston 

Jenkins  family  283  Lakeland,  Fla. 

Jobs,  Steven  Paul  253  Woodside,  Calif. 

Johnson,  Barbara  Piasecka  196  Princeton,  N.J. 

Johnson,  Edward  Crosby  III  and  family  178  Boston 

Johnson,  James  Loring  t  302  East  Hampton,  N.Y. 

Johnson,  Samuel  Curtis  174  Racine,  Wis. 

Jordan  family  283  Boston  origin 

K 


51 

500 

Sports  concessions 

66 

320 

Shopping  centers 

65 

350 

Pennzoil  settlement 

640 

Publix  Super  Markets 

36 

350 

Computers 

54 

940 

Inheritance 

61 

1,100 

Investment  management 

46 

Johnson  &  Johnson 

63 

1,150 

Johnson  Wax 

645 

Inheritance 

Kalikow,  Peter  Stephen  ■ 
Kaskel  family 
Kaskel  Howard  ■ 
Kauffman,  Ewing  Marion 
Keck,  Howard  Brighton 
Keck,  William  Myron  II 
Keinath,  Pauline  MacMillan 
Kelly  family 
Kelly,  William  Russell 
Kerkorian,  Kirk 
Kennedy  family 
King  family 
Kleberg  family 
Kluge,  John  Werner 
Knight,  Philip  Hampson 
Koch,  Charles  de  Ganahl 
Koch,  David  Hamilton 


300 

NYC 

283 

NYC 

300 

NYC 

208 

Mission  Hills,  Mo. 

253 

Los  Angeles 

253 

Los  Angeles 

200 

Unknown 

283 

Honolulu 

230 

Troy,  Mich. 

195 

Beverly  Hills 

283 

Boston  origin 

284 

NYCetal. 

284 

King  Ranch,  Tex. 

150 

Charlottesville,  Va 

168 

Hillsboro,  Ore. 

160 

Wichita,  Kans. 

160 

NYC 

47 

Real  estate 

400 

Inheritance  (real  estate) 

54 

Real  estate 

75 

725 

Marion  Laboratories 

78 

350 

Superior  Oil  Co. 

49 

290 

Superior  Oil  Co. 

57 

560 

Inheritance  (Cargill,  Inc.) 

400 

Hotels 

85 

500 

Kelly  Services 

74 

965 

Investments 

350 

Inheritance 

500 

King  World  Productions 

1.000 

Inheritance 

77 

5.900 

Metromedia 

53 

1.350 

Nike,  Inc. 

55 

1.800 

Inheritance 

51 

1,800 

Inheritance 

*  New  entry.  A- Returnee.  ■Dropout.  tNearmiss. 
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Age 

Worth 
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Primary  sources 

Koch,  Frederick  Robinson 

232 

NYC,  Monaco,  N.Y. 

57 

500 

Inheritance  (oil  services) 

Koch,  William  Ingraham 

232 

Palm  Beach,  Fla. 

51 

500 

Inheritance  (oil  services) 

Kohlberg,  Jerome  Spiegel  Jr. 

244 

Mount  Kisco,  N.Y. 

66 

400 

Leveraged  buyouts 

Kohler  family 

284 

Kohler,  Wis.  origin 

500 

Plumbing  fixtures 

Kravis,  Henry  R. 

238 

NYC 

47 

450 

Leveraged  buyouts 

Krehbiel,  John  Hammond  Sr.  and  family  -a 

242 

Lisle,  III. 

85 

430 

Molex  stock 

Kroc,  Joan  Beverly 

188 

Rancho  Santa  Fe,  Calif. 

63 

1,000 

Inheritance  (McDonald's) 

Landegger,  Carl  Clement 

249 

NYC 

61 

365 

Paper  mills 

Landegger,  George  Francis 

249 

Rye  Brook,  N.Y. 

54 

365 

Paper  mills 

Lauder,  Estee 

216 

NYC 

ageless 

600 

Cosmetics 

Lauder,  Leonard  Alan 

216 

NYC 

58 

600 

Cosmetics 

Lauder,  Ronald  Steven 

216 

NYC 

47 

600 

Cosmetics 

Lauren,  Ralph 

212 

NYC 

52 

675 

Apparel 

Lawrence  family 

284 

NYC  area 

390 

Inheritance  (real  estate) 

Lawrence,  M.  Larry 

260 

San  Diego 

65 

315 

Real  estate 

Lebensfeld,  Harry 

250 

NYC 

87 

350 

UIS,  Inc. 

LeFrak,  Samuel  Jayson 

164 

NYC 

73 

1,400 

Real  estate 

Lennon,  Fred  A. 

218 

Chagrin  Falls,  Ohio 

85 

600 

Valves 

Lerner,  Alfred  •• 

269 

Shaker  Heights,  Ohio 

58 

290 

Real  estate,  banking 

Lerner,  Theodore  Nathan  ■ 

300 

Chevy  Chase,  Md. 

65 

Real  estate 

Lesher,  Dean  Stanley 

249 

Orinda,  Calif. 

89 

360 

Publishing 

Levine,  Robert  * 

242 

Stratham,  N.H. 

33 

425 

Cabletron  Systems 

Lewis,  Reginald  F.  • 

254 

NYC 

48 

340 

Beatrice  International 

Lilly  family 

284 

Indianapolis  etal. 

1.000 

Pharmaceuticals 

Lindemann,  George  L. 

224 

Greenwich,  Conn. 

55 

560 

Cable,  cellular 

Lindner,  Carl  Henry  Jr.  and  family 

204 

Cincinnati 

72 

800 

Insurance 

Littlefield,  Edmund  Wattis  v 

268 

Burlingame,  Calif. 

77 

300 

General  Electric 

Litwin,  Leonard  <t 

272 

NYC 

75 

275 

Real  estate 

Louis,  John  Jeffery 

225 

Winnetka,  III. 

66 

545 

Inheritance  (Johnson  Wax) 

Ludwig,  Daniel  Keith 

174 

NYC 

94 

1,200 

Shipping 

Lund,  Sharon  Disney  &  family  ■ 

300 

Los  Angeles 

54 

Inheritance 

Lunger,  Mary  Jane  du  Pont  ■ 

300 

Wilmington,  III. 

76 

Inheritance 

Lupton,  John  Thomas 

246 

Lookout  Mountain,  Tenn. 

65 

400 

Coca-Cola  bottler 

Lurie,  Robert  Alfred 

235 

San  Francisco 

62 

480 

Inheritance 

Lykes  family 

286 

Tampa,  New  Orleans  et  al. 

565 

Shipping 

Lyon,  William 

253 

CotodeCaza,  Calif. 

69 

350 

Real  estate 

M 


Mack  family 

286 

NYC  etal. 

300 

Real  estate 

MacMillan,  Cargill 

200 

Palm  Springs,  Calif. 

64 

560 

Inheritance  (Cargill,  Inc.) 

MacMillan,  John  Hugh  III 

200 

Hillsboro  Beach,  Fla. 

63 

560 

Inheritance 

MacMillan,  Whitney 

200 

Minneapolis 

62 

560 

Inheritance  (Cargill,  Inc.) 

MacMillan,  W.  Duncan 

200 

Wayzata,  Minn. 

61 

560 

Inheritance  (Cargill,  Inc.) 

Magness,  Bob  John 

240 

Englewood,  Colo. 

67 

450 

Cable  TV 

Malkin,  Judd  David 

232 

Winnetka,  III. 

53 

500 

Real  estate 

Malone,  Mary  Alice  Dorrance 

170 

Coatesville,  Pa. 

41 

1,250 

Inheritance  (Campbell  Soup) 

Mandel,  Jack  N. 

248 

Shaker  Heights,  Ohio 

79 

390 

Premier  Industrial  Corp. 

Mandel,  Joseph  C. 

248 

Lyndhurst,  Ohio 

77 

385 

Premier  Industrial  Corp. 

Mandel,  Morton  L. 

248 

Shaker  Heights,  Ohio 

70 

385 

Premier  Industrial  Corp. 

Manoogian,  Richard  Alexander 

270 

Grosse  Pointe  Farms,  Mich. 

55 

280 

Masco 

Marion,  Anne  Burnett  Sowell 

256 

Fort  Worth 

52 

330 

Inheritance 

Maritz,  William  Edward  and  family 

246 

St.  Louis 

62 

400 

Maritz  Inc. 

Markkula,  Armas  Clifford  Jr. 

212 

Woodside,  Calif. 

49 

675 

Apple  Computer 

Marriott  family 

286 

Washington  D.C. 

690 

Inheritance  (hotels) 

Mars,  Forrest  Edward  Jr. 

160 

McLean,  Va. 

60 

2,000 

Candy 

Mars,  Forrest  Edward  Sr. 

160 

Las  Vegas 

late  80s 

2,000 

Candy 

Mars,  John  Franklyn 

160 

Arlington,  Va. 

56 

2,000 

Candy 

Marshall,  Barbara  Hall 

198 

Kansas  City,  Mo. 

68 

430 

Inheritance  (Hallmark  Cards) 

*  New  entry,  ts- Returnee.  ■Dropout.  tNearmiss. 
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Marshall,  James  Howard  II 

225 

Houston 

Mathile,  Clayton  Lee  • 

240 

Dayton,  Ohio 

May,  Cordelia  Scaife 

225 

Ligonier,  Pa. 

May,  Irene  Sophie  du  Pont  and  family 

248 

Wilmington,  Del. 

May,  Peter 

222 

NYC 

McCaw,  Bruce  R.  ^ 

234 

Seattle 

McCaw,  Craig  0. 

234 

Bellevue,  Wash. 

McCaw,  John  EIroy  Jr.  ti 

234 

Seattle 

McCaw,  Keith  W.  ii 

234 

Seattle 

McClatchy  family 

286 

Sacramento  etal. 

McCulloch,  A.  Donald  Jr. 

259 

Bryn  Mawr,  Pa. 

McEvoy,  Nan  Tucker  ■ 

300 

San  Francisco 

McGlothlin,  James  and  family 

228 

Bristol,  Tenn. 

McGovern,  Patrick  Joseph 

232 

Nashua,  N.H. 

McGraw  family 

286 

NYC  etal. 

McLane,  Robert  Drayton  Jr. 

254 

Temple,  Tex. 

Mead  family 

286 

Wisconsin  Rapids,  Wis. 

Mellon  family 

286 

Pittsburgh  area 

Mellon,  Paul 

200 

Upperville,  Va. 

Mellon,  Richard  Prosser  ■ 

300 

Ligonier,  Pa. 

Mellon,  Seward  Prosser  ■ 

300 

Ligonier,  Pa. 

Mellon,  Timothy 

272 

Manchester,  N.H. 

Meyer,  August  Christopher 

264 

Champaign,  III. 

Milbury,  Cassandra  Mellon  ■ 

300 

Ligonier,  Pa. 

Milken,  Lowell  J.  t 

302 

Los  Angeles 

Milken,  Michael  Robert 

208 

Dublin,  Calif. 

Miller,  Diane  Disney  ■ 

300 

Los  Angeles 

Milliken,  Gerrish  and  family 

224 

Greenwich,  Conn. 

Milliken,  Minot  and  family 

224 

NYC 

Milliken,  Roger  and  family 

224 

Spartanburg,  S.C. 

Mills,  Alice  Francis  du  Pont  and  family 

252 

Middleburg,  Va. 

Milstein  family 

287 

NYC  area 

Milstein,  Paul  ■ 

300 

NYC 

Milstein,  Seymour  ■ 

300 

NYC 

Mitchell,  George  Phydias 

218 

Houston 

Monaghan,  Thomas  Stephen 

247 

Ann  Arbor,  Mich. 

Moncrief,  William  Alvin  (Tex)  Jr. 

272 

Fort  Worth 

Moody,  Robert  Lee  and  family 

242 

Galveston,  Tex. 

Moore,  Gordon  Earle 

224 

Santa  Clara  County,  Calif 

Moore,  Jerry  J. 

269 

Houston 

Moores,  John  Jay 

241 

Sugar  Land,  Tex. 

Moran,  James  Martin 

212 

Hillsboro  Beach,  Fla. 

Morgan,  Frank  Sherman  ■  t 

298,  302 

Kansas  City,  Mo. 

Morris,  William  Shivers  III 

253 

Augusta,  Ga. 

Mugar,  David  Graves  ■ 

300 

Boston 

Murdoch,  Keith  Rupert 

180 

NYC 

Murdock,  David  Howard 

168 

Bel  Air,  Calif. 

Murphy  family 

287 

El  Dorado,  Ark. 

N 

Naify,  Robert  Allen  >> 
Newhouse,  Donald  Edward 
Newhouse,  Samuel  Irving  Jr. 
Nordstrom  family 
Norris  family 
Norris,  Diana  Strawbridge 

o 


Age 

Worth 

Primary  sources 

($mil) 

86 

525 

Oil 

50 

450 

lams  pet  food 

63 

525 

Inheritance 

90 

375 

Inheritance  (Du  Pont  Co.) 

48 

300 

Leveraged  buyouts 

45 

340 

McCaw  Cellular 

42 

480 

McCaw  Cellular 

40 

360 

McCaw  Cellular 

38 

345 

McCaw  Cellular 

500 

Newspapers 

44 

320 

Diet  centers 

72 

Inheritance 

51 

515 

Coal 

54 

500 

Publishing 

470 

McGraw-Hill 

55 

345 

McLane  Co. 

645 

Consolidated  Papers 

4,300 

Inheritance 

84 

800 

Inheritance 

52 

Inheritance 

49 

Inheritance 

49 

275 

Inheritance 

91 

300 

Broadcciting 

51 

Inheritance 

42 

Junk  bonds 

45 

700 

Financier 

57 

Inheritance 

74 

325 

Textiles 

75 

325 

Textiles 

75 

570 

Textiles 

78 

350 

Inheritance  (Du  Pont  Ck).) 

425 

Real  estate 

68 

Real  estate 

70 

Real  estate 

72 

600 

Oil 

54 

400 

Pizza 

71 

275 

Oil 

56 

420 

American  National  Insurance 

62 

585 

Intel  Corp 

63 

300 

Shopping  centers 

47 

440 

BMC  Software 

73 

700 

Toyota 

64 

Real  estate 

57 

350 

Newspapers 

52 

Inheritance  (broadcasting) 

60 

1,100 

Publishing 

68 

1,350 

Investments 

405 

Oil 

» 


258 

San  Francisco 

69 

320 

Tele-Communications 

152 

NYC 

62 

2.800 

Publishing 

152 

NYC 

63 

2.800 

Publishing 

287 

Seattle 

1.500 

Retailing 

287 

Ma;shalltown,  Iowa 

430 

Lennox  International 

204 

Palm  Beach,  Fla. 

52 

320 

Campbell  stock 

O'Conner  family 
O'Neill,  Richard  Jerome 


288 
264 


■*•  New  entry,  ti^  Returnee.  ■Dropout.  tNearmiss. 
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Victoria,  Tex. 

San  Juan  Capistrano.  Calif. 
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450  Inheritance 
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Packard,  David 

162 

Los  Altos  Hills,  Cahf. 

79 

1,700 

Hewlett-Packard 

Paley,  William  S.  ■ 

298 

NYC 

Deceased 

CBS.  Inc. 

Pamplin,  Robert  Boisseau  Sr.  ir 

262 

Portland.  Ore. 

79 

300 

Textiles 

Park,  Roy  Hampton 

228 

Ithaca,  N.Y. 

81 

515 

Park  Communications 

Parker,  Jack 

268 

NYC 

76 

300 

Real  estate 

Paulson,  Allen  Eugene  ■ 

300 

Savannah,  Ga. 

69 

Guifstream  Aerospace  Corp. 

Pauiucci,  Luigino  Francesco  ■ 

300 

Sanford,  Fla. 

73 

Food  processing 

Pearson,  Edith  du  Pont  and  family 

264 

Montchanin,  Del. 

79 

300 

Inheritance  (Du  Pont  Co.) 

Peery,  Richard  Taylor 

249 

Palo  Alto,  Cahf. 

51 

365 

Real  estate 

Peltz,  Nelson 

222 

Palm  Beach,  Fla. 

49 

600 

Leveraged  buyouts 

Pennington,  Claude  (Doc)  and  family 

252 

Baton  Rouge,  La. 

91 

350 

Oil 

Pennington,  William  Norman 

230 

Reno,  Nev. 

68 

400 

Circus  Circus  Enterprises 

Penske,  Roger  ■ 

300 

Red  Bank.  N.J. 

53 

Auto  distributorship 

Perdue,  Franklin  Parsons  ■  t 

300, 303 

Salisbury,  Md. 

71 

Chickens 

Perelman,  Ronald  Owen 

162 

NYC 

48 

1,800 

Leveraged  buyouts 

Perenchio,  Andrew  Jerrold 

215 

Bel  Air,  Calif. 

60 

655 

Television 

Perot,  Henry  Ross 

156 

Dallas 

61 

2.200 

Electronic  data  management 

Perry,  Claire  Eugenia  Getty 

249 

Irvine,  Calif,  area 

37 

365 

Inheritance  (oil) 

Petersen,  Rot)ert  Einar 

265 

Beverly  Hills 

65 

300 

Publishing 

Petrie,  Milton 

184 

J^YC 

89 

1.000 

Petrie  Stores 

Pew  family 

288 

Philadelphia  origin 

515 

Inheritance 

Phipps  family 

288 

Pittsburgh  origin 

2.500 

Inheritance  (steel) 

Pictet,  Marion  MacMillan 

200 

Geneva,  Switzerland 

58 

560 

Inheritance  (Cargiil,  Inc.) 

Pigott  family 

288 

Seattle 

740 

Inheritance  (Paccar) 

Pilaro,  Anthony  Martin  ■ 

300 

Southampton,  N.Y. 

54 

Duty  Free  Shops 

Pitcairn  family 

288 

BrynAthyn,  Pa.  etal. 

950 

Inheritance 

Pohlad,  Carl  Ray 

208 

Minneapolis 

76 

740 

MEI  Corp. 

Posner,  Victor  ■ 

300 

Miami  Beach 

72 

Financier 

Price,  Solomon  ■> 

254 

La  Jolla.  Calif. 

75 

335 

Price  Co. 

Pritzker,  Jay  Arthur 

156 

Chicago 

69 

2.250 

Financier 

Pritzker,  Rol)ert  Alan 

156 

Chicago 

65 

2.250 

Financier 

Pulitzer  family 

288 

St  Louis  etal. 

570 

Inheritance  (publishing) 

R 


Rainwater,  Richard 

250 

Fort  Worth 

Rangos,  John  G.  Sr. 

225 

Pittsburgh 

Redstone,  Sumner  Murray 

152 

Newton  Center,  Mass. 

Reed  family 

288 

Seattle  etal. 

Reid,  Elizabeth  Ann 

198 

Denton,  Tex. 

Reinhart,  DeWayne  B. 

248 

La  Crosse,  Wis. 

Resnick,  Burton  Paul 

267 

NYC  &  Rye.  N.Y. 

Reynolds,  Donald  Worthington 

195 

Las  Vegas 

Rhoads,  D.  Dean 

263 

North  Palm  Beach,  Fla 

Rich,  Marc 

196 

Zug,  Switzerland 

Rich,  Robert  Edward  Sr. 

244 

Point  Abino,  Ontario 

Richardson  family 

290 

Greensboro,  N.C.  etal. 

Riklis,  Meshulami 

300 

Beverly  Hills  &  NYC 

Rinker,  Marshall  Edison  (Doc)  and  family 

262 

Palm  Beach,  Fla. 

Roberts,  George  R. 

238 

San  Francisco 

Robinson,  Jesse  Mack 

250 

Atlanta 

Rockefeller  (John  D.)  family 

290 

NYC  etal. 

Rockefeller  (William)  family 

292 

Conn..  NYC  etal. 

Rockefeller,  David  Sr.  and  family 

178 

NYC 

Rockefeller,  Laurance  Spelman 

196 

NYC 

Rockefeller,  Winthrop  Paul 

200 

Winrock  Farm.  Ark. 

Rollins,  Orville  Wayne 

196 

Atlanta 

Rose  family 

292 

NYC 

Rosenberg,  Ruth  Blaustein  and  family 

266 

Baltimore 

Rosenwald  family 

292 

NYC  etal. 

47 

350 

Investments 

62 

545 

Waste  management 

68 

2.800 

Movie  theaters 

1,000 

Inheritance  (timber) 

69 

430 

Inheritance  (Hallmark  Cards) 

71 

390 

Food  wholesaler 

54 

300 

Real  estate 

85 

950 

Publishing 

64 

300 

Industrialist 

56 

900 

Commodities  trader 

78 

400 

Food  products 

750 

Inheritance  (Richardson-Vicks) 

66 

Finance 

88 

300 

Cement 

48 

450 

Leveraged  buyouts 

68 

355 

Banking 

5.000 

Inheritance  (oil) 

300 

Inheritance  (oil) 

76 

1.100 

Inheritance 

81 

900 

Inheritance 

43 

850 

Inheritance 

79 

930 

Entrepreneur 

400 

Real  estate 

92 

300 

Inheritance  (oil) 

450 

Inheritance  (Sears.  Roebuck) 

*  New/ entry,  t^r  Returnee.  ■  Dropout,  t  Near  miss. 
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Name 

Rowling,  Reese  Mcintosh  and  family  it 

Rudin,  Jack 

Rudin,  Lewis 

Rust,  Eleanor  Francis  du  Pont  and  family 

Ryan,  Patrick  George 


Sakioka,  Roy  and  family  -k 

Sammons  family 

Sandler  family 

Sarofim,  Fayez  Shaiaby 

Saul,  B.  Francis  II 

Scaife,  Richard  Mellon 

Scharbauer,  Clarence  Jr. 

Schwan,  Marvin  Maynard 

Scripps(E.W.)  family 

Scripps  (J. E.)  family 

Searle  family 

Sedwick,  Jud  ■ 

Segerstrom  family 

Sharp,  Peter  Jay 

Shorenstein,  Walter  Herbert 

Silliman,  Mariana  du  Pont  and  family 

Simmons,  Harold  Clark 

Simon,  Herbert  ■ 

Simon,  Melvin 

Simon,  William  Edward 

Simplot,  John  Richard  and  family 

Singleton,  Henry  Earl 

Skaggs,  Leonard  S.  Jr. 

Slavik,  James  Donald  and  family  ie 

Smart,  Richard  Palmer  Kaleioku 

Smith  family 

Smith  (Charles  E.)  family 

Smith  (Dee  G.)  family 

Smith,  Delford  Michael  -k 

Smith,  Richard  Allen 

Solheim,  Karsten  t 

Solomon,  Russell 

Solow,  Sheldon  Henry 

Sommer,  Viola 

Sorenson,  James  LeVoy 

Soros,  George 

Spangler,  Clemmie  Dixon  Jr.  and  family 

Spanos,  Alexander  Gus 

Spelling,  Aaron 

Stahl,  Stanley  Irving 

Steinberg,  Saul  Philip 

Stempel,  Ernest  E.  * 

Stephens,  Jackson  Thomas  and  family 

Stephens,  Wilton  Robert  and  family 

Stern,  Leonard  Norman 

Strawbridge,  George  Jr.  a 

Stroh  family 

Stryker  family 

Stuart  family 

Sulzberger  family 

Swig  family 


Page 


Residence 


235 

Corpus  Christ!,  Tex. 

218 

NYC 

218 

NYC 

248 

Thomasville,  Ga. 

256 

Chicago 

258 

Costa  Mesa,  Calif. 

292 

Dallas 

292 

Oakland,  Calif. 

258 

Houston 

259 

Chevy  Chase,  Md. 

225 

Shadyside,  Pa. 

240 

Midland,  Tex. 

195 

Sioux  Falls,  S.D. 

292 

Cincinnati  origin 

292 

Detroit  area  et  al. 

292 

Chicago  etal. 

300 

Butler,  Pa. 

293 

Orange  Co.,  Calif. 

257 

NYC 

268 

San  Francisco 

248 

Montchanin,  Del. 

180 

Dallas 

300 

Indianapolis 

268 

Indianapolis 

267 

New  Vernon,  N.J. 

234 

Boise,  Idaho 

224 

Los  Angeles 

234 

Salt  Lake  City 

253 

Irvine,  Calif. 

265 

Honolulu 

293 

Chicago  origin 

293 

Washington,  D.C. 

293 

BrighamCity,  Utah 

228 

McMmnville,  Ore. 

238 

Chestnut  Hill,  Mass 

302 

Phoenix,  Ariz. 

269 

Sacramento 

246 

NYC 

266 

Great  Neck,  N.Y. 

212 

Salt  Lake  City 

195 

NYC 

258 

Charlotte,  N.C. 

235 

Stockton,  Calif. 

269 

Holmby  Hills,  Calif. 

252 

NYC 

260 

NYC 

224 

Hamilton,  Bermuda 

238 

Little  Rock.  Ark. 

238 

Little  Rock,  Ark. 

174 

NYC 

204 

Chester  County,  Pa 

293 

Detroit 

294 

Kalamazoo,  Mich. 

294 

Loo  Angeles,  NYC 

294 

NYC 

294 

San  Francisco 

Age 

Worth 

Primary  sources 

($mil) 

63 

465 

Oil  and  gas 

67 

600 

Real  estate 

.64 

600 

Real  estate 

84 

375 

Inheritance  (Du  Pont  Co.) 

54 

330 

Insurance 

92 

325 

Real  estate 

500 

Cable  TV 

360 

Golden  West  Financial  Corp. 

62 

320 

Money  mangement 

59 

315 

Banking 

59 

550 

Inheritance 

66 

450 

Inheritance  (oil,  land) 

62 

950 

Ice  cream 

1,400 

Inheritance  (newspapers) 

900 

Inheritance  (newspapers) 

800 

Inheritance  (G.D.  Searle) 

76 

Cable 

375 

Real  estate 

61 

330 

Real  estate 

76 

300 

Real  estate 

80 

375 

Inheritance  (Du  Pont  Co.) 

60 

1,100 

Investments 

57 

Shopping  centers 

65 

300 

Shopping  centers 

63 

300 

Leveraged  buyouts 

82 

500 

Potatoes 

74 

565 

Teledyne 

68 

495 

American  Stores 

39 

350 

W.W.  Grainger 

78 

300 

Inheritance 

1,200 

Illinois  Tool  Works 

800 

Real  estate 

390 

Smith's  Food  &  Drug  Centers 

60 

500 

Air  carriers 

66 

460 

General  Cinema  Corp. 

80 

Ping  golf  clubs 

66 

290 

Tower  Records 

63 

400 

Real  estate 

late  60s 

300 

Inheritance  (real  estate) 

71 

700 

Medical  devices 

61 

975 

Money  manager 

59 

325 

Investments 

68 

480 

Real  estate 

68 

295 

Television 

67 

350 

Real  estate 

52 

315 

Financier 

75 

325 

AIG 

68 

450 

Investment  banking 

84 

450 

Investment  banking 

53 

1.200 

Pet  supplies 

54 

275 

Inheritance  (Campbell  Soup) 

500 

Inheritance  (beer) 

370 

Medical  supplies 

800 

Inheritance  (Carnation  Co.) 

500 

New  York  Times  Co. 

400 

Real  estate 

Taper,  Sydney  Mark 

*  New  entry,  a  Returnee. 
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Beverly  Hills 


90 


325 


First  Charter  Financial  Corp. 
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Name 

Page 

Residence 

Age 

Worth 
($mil) 

Prinfiary  sources 

Tauber,  Laszio  Nandor 

228 

Potomac,  Md. 

76 

500 

Real  estate 

Taubman,  A.  Alfred 

218 

Bloomfield  Hills,  Mich. 

66 

600 

Real  estate 

Taylor  family 

294 

Boston  origin 

455 

Inheritance  (publishing) 

Taylor,  Jack  Crawford 

249 

St.  Louis 

69 

365 

Auto  rental 

Temple  family 

294 

Diboll,  Tex.  origin 

710 

Inheritance  (timber) 

Terra,  Daniel  James 

235 

Chicago 

80 

470 

Lawter  International 

Thalheimer,  Louis 

266 

Baltimore 

47 

300 

Inheritance  (oil) 

Thorne,  Oakleigti  Blakeman 

270 

Millbrook,  N.Y. 

59 

285 

Commerce  Clearing  House 

Tisch,  Laurence  Alan 

178 

NYC 

68 

1.150 

Loews  (^rp. 

Tisch,  Preston  Robert 

178 

NYC 

65 

1.150 

Loews  Corp. 

Turner  family 

294 

Columbus,  Ga. 

400 

W.C.  Bradley 

Turner,  Robert  Edward  (Ted)  III 

164 

Roswell,  Ga. 

53 

1.400 

Turner  Broadcasting  System 

Tyson,  Barbara 

206 

Fayetteville,  Ark. 

42 

550 

Tyson  Foods 

Tyson,  Donald  John 

u 

Ueltschi,  Albert  Lee 

206 

Springdale,  Ark. 

61 

765 

Tyson  Foods 

222 

Irving,  Tex. 

74 

590 

FlightSafety  International 

Upjohn  family 

V 

Van  Andel,  Jay 

294 

Kalamazoo,  Mich. 

1,260 

Inheritance  (Upjohn  Co.) 

151 

Ada,  Mich. 

67 

2,900 

Amway 

van  Beuren,  Hope  Hill 

204 

Middletown,  R.I. 

57 

710 

Inheritance  (Campbell  Soup) 

Vogel,  Jacqueline  Mars 

160 

Bedminster,  N.J. 

52 

2,000 

Candy 

w 

Wagner,  Cyril  Jr. 

258 

Midland,  Tex. 

57 

325 

Oil 

Walton,  Alice  L. 

150 

Rogers,  Ark. 

42 

4,400 

Inheritance  (Wal-Mart  Stores) 

Walton,  James  Lawrence 

188 

Bentonville,  Ark. 

69 

1,000 

Wal-Mart  Stores 

Walton,  Jim  C. 

150 

Bentonville,  Ark. 

43 

4,400 

Inheritance  (Wal-Mart  Stores) 

Walton,  John  T. 

150 

San  Diego 

46 

4,400 

Inheritance  (Wal-Mart  Stores) 

Walton,  Sam  Moore 

150 

Bentonville,  Ark. 

73 

4,400 

Wal-Mart  Stores 

Walton,  S.  Robson 

150 

Bentonville,  Ark. 

47 

4,400 

Inheritance  (Wal-Mart  Stores) 

Ward  family 

296 

Honolulu 

500 

Real  estate 

Ward,  Louis  Larrick 

242 

Kansas  City,  Mo. 

71 

425 

Russell  Stover  Candies.  Inc. 

Washington,  Dennis 

228 

Missoula,  Mont. 

57 

500 

Entrepreneur 

Wasserman,  Lewis  Robert  <! 

250 

Palm  Springs,  Calif. 

78 

350 

MCA 

Watson  family 

296 

Armonk,  N.Y.  origin 

500 

International  Business  Machines 

Weber,  Charlotte  Colket 

204 

Ocala,  Fla. 

48 

700 

Inheritance  (Campbell  Soup) 

Wege  family 

282 

Grand  Rapids,  Mich. 

670 

Steelcase 

Weiler  family 

296 

NYC 

300 

Real  estate 

Weinberg,  Harry  ■ 

298 

Honolulu 

Deceased 

Real  estate 

Weis,  Robert  Freeman 

235 

Sunbury,  Pa. 

72 

400 

Weis  Markets,  Inc. 

Weis,  Sigfried 

235 

Lewisburg,  Pa. 

75 

475 

Weis  Markets.  Inc. 

Wexner,  Bella 

234 

Columbus,  Ohio 

77 

490 

The  Limited.  Inc. 

Wexner,  Leslie  Herbert 

152 

Columbus,  Ohio 

54 

2,500 

The  Limited,  Inc. 

Weyerhaeuser  family 

296 

St.  Paul,  Tacomaetal. 

920 

Inheritance  (timber) 

Whitney,  Betsey  Cushing  Roosevelt 

206 

Manhasset,  N.Y. 

83 

775 

Inheritance 

Whittier  family 

296 

Southern  Calif. 

650 

Inheritance  (oil) 

Wirtz  family 

296 

Chicago 

550 

Inheritance  (real  estate) 

Wolfe  family 

296 

Columbus,  Ohio  etal. 

500 

Inheritance  (newspapers) 

Woodner,  Ian  ■ 

298 

NYC 

Deceased 

Real  estate 

Wrigley,  William 

Y 

Yates  family 

z 

Zell,  Samuel 

241 

Lake  Geneva,  Wis. 

58 

430 

Wrigley's 

296 

Artesia,  N  M 

440 

Oil 

244 

Chicago 

50 

400 

Real  estate 

Ziff,  William  Bernard 

170 

Manalapan,  Fla. 

61 

1.250 

Publishing 

Zuckerman,  Mortimer  Benjamin  ■  t 

300,  302 

NYC 

54 

Real  estate 

*  New  entry,  t^  Returnee.  ■Dropout.  tNearmiss. 
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Everybody  knew  you  couldn't  sell  computers  by  mail  order.  Everybody  knew 
it  except  for  young  Michael  Dell  and  the  handful  of  lucky  folks  who  backed 
Dell  Computer  in  its  early  days. 

The  kid  who 
turned  computeirs 
into  commodities 


By  Claire  Poole 

Shown  his  writeup  in  his  1983  high 
school  yearbook,  Michael  Dell 
groans.  He's  hunched  over  a  comput- 
er, his  eyes  hidden  behind  the  glare  of 
his  bottle-thick  glasses.  A  nerd  if  ever 
there  was  one. 

Nerd  no  longer,  Dell  at  26  wears 
contact  lenses  and  fashionable  suits. 
He  and  his  wife,  Susan,  work  out  on 
mountain  bikes  and  ski  all  the  big 
resorts.  Dell  is  also  about  $300  mil- 
lion richer  than  he  was  in  1983.  Only 
in  America.  Only  in  computerland. 

Dell  has  made  The  Forbes  Four 
Hundred  after  just  eight  years  as 
founder  of  Dell  Computer  Corp., 
based  in  Austin,  Tex.  As  much  as 
anyone,  he  can  take  credit  for  turning 
the  personal  computer  into  a  com- 
modity. Dell  was  one  of  the  first  to 
make  inexpensive  IBM  clones.  He  pio- 
neered the  practice,  now  fairly  wide- 
spread, of  selling  and  servicing  com- 
puters by  telephone  and  through 
mail-order  catalogs.  By  cutting  his 
marketing  and  distribution  costs,  Dell 
was  able  to  undersell  manufacturers 
like  IBM  and  Compaq  Computer,  and 
retailers  like  Computerland  and  jwp 
Busincssland. 

In  the  beginning  we  at  Forbes  were 
skeptical  (Mar.  7,  1988).  Would  peo- 
ple buy  computers  by  mail?  From  a 
23-year-old.^ 

They  would  and  they  did. 

Dell  C'omputcr  is  now  an  interna- 
tional company  with  sales  expected  by 
analysts  to  surpass  $760  million  in  the 
fiscal  year  ending  Feb.  3.  While  most 
computer  companies  are  in  trouble 
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with  earnings,  Dell's  are  expected  to 
double,  to  nearly  $46  million. 

Michael  Dell  isn't  yet  as  rich  as 
Apple  cofounder  Steven  Jobs  or  Mi- 
crosoft's Bill  Gates,  but  he's  well 
ahead  of  where  they  were  when  they 
were  26.  After  taking  Dell  Computer 
public  in  1988  and  cashing  out  nearly 
$16  million  worth  of  the  stock  over 
the  last  year,  he  still  owns  a  35%  stake 
worth  $300  million.  He's  made  a  few 
others  rich  or  richer,  too.  Among 
them:  E.  Lee  Walker,  a  venture  capi- 
talist who  helped  Dell  run  the  compa- 
ny in  its  early  years;  and  one  of  Dell's 
directors,  George  Kozmetsky,  co- 
founder  and  a  director  of  Teledyne. 

Dell's  lucky  backers  were  smart 
enough  to  realize  that  this  apparent 
nerd  was  actually  a  brilliant — and  de- 
termined— businessman.  Even  as  a 
kid  growing  up  on  the  west  side  of 
Houston,  he  wanted  to  "make  more 
money  than  any  other  kid  in  school." 
To  help  finance  his  stamp  collection, 
he  went  to  work  at  1 2  as  a  water  boy 
and  dishwasher  at  a  Chinese  restau- 
rant. In  his  seventh-grade  math  class, 
Dell  met  his  first  computer.  He  was 
13.  By  the  time  he  was  16,  he  had 
saved  $2,000  to  buy  an  Apple  II  E — 
which  he  then  took  apart  to  see  how  it 
worked. 

Workmg  after  school  as  a  salesman 
of  subscriptions  to  the  Houston  Post, 
he  found  that  recently  married  cou- 
ples were  the  best  prospects.  He  be- 
gan collecting  newh^veds'  names 
from  marriage  licenses  filed  at  the 
count)  courtht)use,  creating  a  rudi 


mentary  database  and  pitching  the 
names  with  personalized  subscription 
solicitations.  At  18  Dell  was  setting 
sales  records  at  the  Post  and  making 
$18,000  a  year. 

Dell's  folks — ^Alexander,  an  orth 
odontist,  and  Lorraine,  a  stockbro- 
ker— were  pleased  but  perplexed. 
Dinner-table  talk  typically  revolved 
around  the  stock  market  and  the  price 
of  oil,  so  they  were  happy  Michael  was 
interested  in  making  money.  But 
what  about  an  education?  That  mat- 
tered, too.  So  they  shipped  him  oft" to 
the  Universit\'  of  Texas'  Austin  cam- 
pus in  the  fall' of  1983. 

However,  Michael  regarded  the 
campus  as  more  of  a  market  than  a 
fount  of  learning.  He  bought  an  IB.\1 
Pc:  and  soon,  between  classes,  was 
putting  together  hard-drive  kits,  con- 
sisting of  a  hard  drive,  soft^va^e  and 
cables  to  be  used  to  upgrade  an  iB.\t 
Pc:,  and  selling  them  to  computer 
enthusiasts  around  Austin.  Before  his 
first  semester  \\  as  in  er,  he  was  bu\nng 
computer  dealers'  excess  inventories 
of  IBM  PCs  at  cost,  and  selling  them 
through  the  kxal  newspaper  and  na- 
tional computer  magazines.  With  lit- 
tle or  no  o\erhead  he  could  undercut 
computer  retail  stores. 

By  the  time  his  second  semester 
rolled  around,  Dell  was  grossing  big 
monev — $30,000  in  Januarv, 
$80,000  by  April.  Dell  was  19. 

Then  his  parents  paid  him  a  surprise 
visit.  He  rushed  to  hide  the  comput 
ers  sttKkpiled  in  his  dorm  nx^m.  Into 
his  roi>mmate\s  bathtub  they  went. 
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UPGRADE  OUR 
C0MPU1ER. 


upgrade  our  personal  computer.  Why 
even  the  person  who  wrote  this  ad 
could  do  it. 

In  fact,  the  most  difficult  part  ma\ 
be  describing  how  easy  it  is.  But  let's 
try.  First  you  unplug  the  processor 


For  the  advertising  impaired,  this 
is  a  picture  of  a  piece  of  cake.  And 
"a  piece  of  cake"  is  an  expression 
that  means  very  easy.  Now, 

we're  sorry  that  we're  being  so 
simplistic  about  this,  but  we're 

just  trying  to  , 
dramatize  how 
very  easy  it  is  to 


cartridge.  The  one  marked  i386™SX, 
let's  say.  Then  you  plug  in  a  new 
processor  cartridge.  The  one  marked 
i486™SX,  let's  say.  There  now, 
that  wasn't  so  bad  was  it? 

Want  to  try  it  again?  Unplug  the 
486SX,  and  plug  in  a  1486^"  cartridge. 
Or  a  year  or  so  when  they  come 
up  with  the  next  generation  of  pro- 
cessor technology,  you  can  unplug  your  present  cartridge 
and  plug  in  that  one. 

Of  course,  the  upgrading  doesn't  stop  there.  You  can 
add  more  storage  by  swaping  out  the  the  hard  drive 
module.  And  switching  from  40MB  to  110,  200, 
or  400MB  drives  is  as  easy  as  pie. 
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Then  you  can  upgrade  monitors,  add  a  modem, 
switch  printers,  and  things  lilce  that,  with  easy  access 
ports  that  malce  it  simple  as  say  riding  a  bicycle. 

Well,  you  get  the  idea.  The  Option  from  Tandon 
is  a  very  easy  machine  to  upgrade.  Which  said  a 
slightly  different  way,  means  you  don't  have  to  get 
rid  of  your  old  computer  every  time  you  want  the 
latest  technology. 

Of  course,  to  make  your  life 
even  simpler  we  offer  things 
like  a  24-hour  information  hotline, 
to  help  you  with  any  request  you 
might  ever  have,  a  one  year 
limited  warranty  written  in  simple 
English,  even  a  30  day  no  questions 


asked  return  policy,  should  you  for  any  reason  not  find 
life  with  your  Tandon  Option  simple  enough. 

Any  questions?  Call  1-800-800-8850.  And  you'll 
reach  an  actual  person  you  can  talk  to.  We  think  you 
can  take  it  from  there. 
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f  Dell  at  age  18 
I  He  was  already 
I  making  $18,000  a 
I  year  hawking 
I  newspaper  sub- 
I  scriptionsto 
newiyweds  by 
using  a  computer. 
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Where  are  your  schoolbooks,  son,  the 
parents  wanted  to  know.  He  hadn't 
bothered  to  buy  any.  Dell  and  his 
parents  came  to  an  agreement:  If  Dell 
finished  all  his  spring  courses,  he 
could  run  his  business  in  the  summer. 
If  the  business  didn't  fly,  he'd  have  to 
return  to  school  in  the  fall. 

Dell  started  his  new  business  as  PC's 
Ltd.,  leasing  1,000  square  feet  of 
cheap  office  space  in  Austin,  advertis- 
ing in  newspapers  and  computer  trade 
magazines,  and  he  was  selling 
$180,000  worth  of  computers  a 
month  by  September. 

Nice,  but  the  margins  were  thin. 
Dell  could  do  much  better  if  he  could 
manufacture  his  own  machines.  "It 
became  very  obvious,"  he  says.  "If  we 
could  design  our  own  computers,  and 
sell  them  direcdy  to  the  customer 
with  better  support  than  the  dealers 
offered,  we  would  have  an  incredible 
business." 

He  hired  a  small  team  of  engineers 
to  design  his  own  ibm  clone,  moved 
into  a  larger  space  and  hired  workers 
to  assemble  the  clones.  His  telemar- 
keters were  soon  offering  machines 
for  as  little  as  $795,  about  40%  less 
than  what  IBM  charged.  In  fiscal  1986, 
his  first  year  selling  Dell-dcsigncd  PCs 
by  mail,  revenues  quintupled,  to  $34 
million. 

You  may  wonder  how  a  21 -year- 
old  could  run  a  $34  million  business. 
He  couldn't.  Dell  got  help.  E.  Lee 
Walker,  now  50,  an  Austin  venture 
capitalist  who  had  been  involved  in 
numerous  startups,  came  on  board  in 
early  1986  as  a  consultant,  later  be- 
coming president  and  chief  operating 


officer.  "Lee  helped  me  get  around 
the  potholes,"  says  Dell.  "Sometimes 
he  was  my  father,  sometimes  he  was 
my  brother.  We  were  very,  very 
close." 

Walker  helped  Dell  plan  ahead. 
That  meant  raising  working  capital. 
Just  one  week  after  the  Oct.  19, 1987 
stock  market  crash,  Goldman,  Sachs 
raised  $21.5  million  for  Dell  Com- 
puter in  a  private  placement.  The 
following  June,  Dell  went  public,  sell- 
ing 3.5  million  shares  of  new  stock  for 
$30  million.  Dell  still  owned  80%  of 
the  stock,  but  the  company  had  the 
money  it  needed  to  capitalize  on  its 
initial  success. 

With  cash  in  hand,  Dell  moved 
beyond  mail-order  selling  into  selling 
machines  to  corporations.  A  small 
direct-sales  team  was  assembled  in 
1988,  but  it  was  no  lavish  operation. 
The  salespeople  were  told  to  do  most 
of  their  business  via  telephone.  Crack- 
ing corporate  business  turned  out  to 
be  tougher  than  Dell  expected.  An- 
ticipating big  orders  from  corpora- 
tions for  his  machines,  Dell  loaded  up 
on  DRAM  chips.  Wlien  the  sales  didn't 
come  through  as  fast  as  hoped  and 
chip  prices  subsequently  fell  70%,  in- 
ventories ballooned  to  $104  million. 
Dell  tried  to  work  through  the  in\cn- 
tory  instead  of  taking  a  charge  against 
earnings,  but  he  wasn't  able  to  recoup 
the  cost.  That  made  for  a  bad  year, 
with  earnings  plunging  from  $14.4 
million  in  fiscal  1989  to  $5.1  million 
in  fiscal  1990. 

That  taught  Dell  the  importance  of 
inventor}'  control.  He  enlisted  the 
help  of  recent  hires  Glenn  Hcnr\, 


head  of  manufacturing  and  r&d,  and 
James  Daniel,  chief  financial  officer, 
to  keep  a  tighter  rein.  "I'm  guilt>'  of 
doing  too  much,  and  I'm  guilty  of  not 
seeing  mistakes  coming,"  says  Dell. 
"What  I'm  not  guilty  of  is  making  the 
same  mistake  twice." 

In  the  end,  the  corporate  venture 
paid  off.  Today  nearly  half  of  Dell's 
sales  are  generated  by  major  corpo- 
rate, government  and  educational  ac- 
counts, including  the  Resolution 
Trust  Corp.,  the  World  Bank  and  MCi. 

Skeptics  said  Europeans  would 
never  buy  computers  by  mail.  Again 
Dell  proved  the  skeptics  wrong.  Last 
year  international  sales  were  34%  of 
Dell's  business.  Dell  Computer  now 
has  subsidiaries  in  ten  countries  and 
last  April  began  shipping  from  a  new 
assembly  plant  in  Limerick,  Ireland. 

Last  year  E.  Lee  Walker  had  to 
resign  because  of  a  painful  back  ail- 
ment. Dell  reccntiy  hired  Morton 
Meyerson  as  an  adviser.  Meyerson  is 
former  president  of  Electronic  Data 
Systems,  H.  Ross  Perot's  old  systems- 
integration  company  now  owned  by 
General  Motors. 

What  now.'  Dell  knows  that  if  he 
stands  still,  a  low-overhead  upstart 
can  take  business  from  him  just  as  he 
took  business  from  IBM  and  Compaq. 
So  he  is  pushing  Dell  Computer  to 
add  more  value  to  the  basic  machines 
it  sells.  Dell  salespeople,  for  example, 
now  sell  computer  systems  tailored  to 
a  customer's  needs  by  adding  soft- 
ware programs  from  Lotus,  Micro- 
soft, Mead  Data  Central  and  other 
suppliers.  "We  \\ant  to  be  suppliers  of 
entire  systems,"  Dell  says. 

At  the  same  time  he  is  moxing  to 
broaden  his  distribution  by  selling  in 
stores.  With  computer  superstores 
thriving,  Dell  last  year  inked  a  deal 
with  Dallas- based  CompL^SA  (for- 
merly Soft  Warehouse),  and  last  Au- 
gust with  the  well  known  office 
equipment  chain.  Staples,  Inc.  The 
goal  is  to  sell  Dell  computers  in  these 
stores  at  prices  not  much  higher  than 
mail-order  customers  pay. 

Can  Dell  Computer  keep  its  posi- 
tion as  a  low-cost  manufacturer  and 
distributor  in  this  more  complex  side 
of  the  business?  That's  the  next  big 
test  Michael  Dell  faces.  Regardless,  he 
has  alread>'  made  quite  a  mark  for 
himself  in  the  histor>'  of  the  computer 
business.  ^ 
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"How's  the  new  proposal?" 


"Finished': 


"C'mon,  the  research  alone. . :'    "That  was  the  easy  part'.' 
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"Days  ago.  We  were  first'.' 


"Hey,  are  we  talking  some  kind  of  secret  weapon  here?" 


The  answer  is  in  Dialog. 


Information— complete,  precise,  up- 
to-the  minute.  It's  your  most  powerful 
business  tool.  Find  exactly  what  you 
need  to  know  fast  in  Dialog,"  the  wodd's 
first  and  largest  electronic  library.  We 
offer  over  400  diverse,  detailed  data- 
bases readily  accessible  online  via 
computer  and  modem,  many  even 


on  compact  disc.  You  probably  won't 
have  to  look  anywhere  else.  See  your 
Information  Specialist  about  Dialog. 
Or  call  for  a  free  kit  on  Dialog  infor- 
mation for  your  industry. 


l-8()0-3-DIALOG 


Outside  U.S.,  4/5-858-3785.  Fax  415-858-7069. 


Dialoz  Business  Tools:  For  marketing, 
finance,  manufacturing,  and  manage- 
ment. Full-text  industry  reports,  financial 
tables,  worldwide  company  data,  market 
data,  patents  and  trademarks,  techni- 
cal articles,  current  news.  From  DS^.B, 
SSiP,  Predicast,  Teikoku,  McGraw-Hill, 
Knight-Ridder,  and  many  other  sources, 
many  updated  daily,  even  continuously. 


DIALOG  INFORMATION  SERVICES,  INC. 

A  KNIGHT-RIDDER  COMPANY 
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During  a  summer  job  someone  asked  John  Moores  if  he  wanted 
10  be  a  computer  programmer.  "I  said,  'What's  a  programmer?' " 
recalls  Moores.  The  rest  is  wealth-creating  history. 

"Fm  stm  floored" 


By  William  P.  Barrett 

It  is  a  sunny  August  morning  in  the 
trendy  mountain  town  of  Santa  Fe, 
N.M.  John  Moores  is  spending  a  few- 
days  doing  some  serious  pottery  buy- 
ing around  the  time  of  the  famous 
Indian  Market  weekend. 

Several  weeks  earlier — "I  can't  re- 
member when  exactly,"  Moores  says, 
laughing — he  actually  worked  part  of 
a  day  in  his  office  at  BMC  Soft\\are 
(estimated  fiscal  1992  revenues,  SI 80 
million),  the  Houston-area  computer 
company  he  founded  in  1980  and 
where  he  now  ser\'es  as  chairman.  "I 
guess  I  only  work  about  half  the  time 
now,"  says  the  47-year-old  Moores. 
"I've  been  phasing  out  for  a  few 
years." 

BMC  Software  is  doing  extremely 
well.  So  is  Moores.  With  the  stock 
(traded  over-the-counter)  at  a  recent 
price  of  SOVi,  his  controlling  29%  is 
worth  more  than  S360  million.  That 
doesn't  include  the  proceeds  of  an 
estimated  S95  million  or  so  worth  of 
shares  that  he  and  his  familv  have  sold 
since  1988. 

"I  never  envisioned  an\thing  like 
this,"  says  the  soft-spoken  Moores,  a 
shy  smile  spreading  beneath  his  owl- 
ish glasses.  "1  mean,  1  knew  1  was  onto 
something.  But  I'm  still  floored." 

What  he  was  onto  was  a  niche  in  the 
computer  business:  softiware  that 
helped  IBM  mainframe  computers 
work  better,  faster  and,  ultimately, 
longer.  "IBM  is  so  big  that  it  can't  do 
ever\'thing  exactly  right,"  Moores 
says.  "We  exploit  the  inefficiencies." 

Moores  was  no  boy  computer  ge- 
nius. He  spent  a  "normal"  middle- 
class  childhood,  as  he  puts  it,  mostly 
around  Houston.  Moores'  inspira- 
tion was  his  father,  C^W.  Moores  Jr.,  a 
newspaper  photographer  turned  pub 
Heist  who  sidelined  at  night  as  a  jazz 
musician.  Says  M(K)res  of  his  father, 
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who  died  last  month,  "He  was  the 
hardest-working  person  I  have  ever 
known." 

After  he  married  his  high  school 
sweetheart,  Rebecca  Baas,  at  age  19, 
Moores  and  his  bride  attended  the 
hometown  Universit\'  of  Houston. 
He  majored  in  economics.  It  was 
while  in  college  in  1963,  during  a 
summer  job  his  father  helped  him  to 
get  at  Great  Southern  Life  Insurance 
Co.,  that  Moores  first  encountered 
the  technological  fiiture.  "Someone 
asked  me  if  I  wanted  to  be  a  compute!" 
programmer,"  Moores  says.  "1  said, 
'What's  a  programmer.-'  " 

But  he  learned  fast,  and  found  he 
liked  this  new  field.  That  led  to  a  job 
with  IBM  at  various  places  around  the 
countrN'.  Returning  to  Houston  in 
1968,  he  eventually  left  IBM  for  a 
programming  job  at  Shell  Oil  Co.  that 
involved  less  travel  and  allowed  him 
and  his  wife  to  raise  two  kids  while 
taking  law  courses  at  the  Universit>'  of 
Houston.  "I  learned  I  didn't  want  to 
be  a  lawyer,"  he  says.  Still,  he  and  his 
wife  were  admitted  to  the  Texas  bar. 

Moores'  great  moment  of  inspira- 
tion came  w  hile  he  was  working  with  a 
giant  mainframe  at  Shell.  "It  always 
took  so  long  for  the  computer  to 
respond  to  a  command,"  Moores  re- 
calls. "I  figured  there  had  to  be  a 
better  way."  Working  largely  on  his 
own  time,  Moores  wrote  a  program 
called  Optimizer  that  speeded  up  re- 
sponse time.  He  gave  it  to  Shell  Oil 
royalt\'  free  but  hired  a  marketing 
company-to  sell  it  nationally.  He  actu- 
ally made  some  mone\'. 

In  1978,  entrepreneurial  urges  by 
now  tugging  at  him,  Moores  quit 
Shell.  "I  was  kind  of  faceless  in  the 
group,"  he  says.  "And  I  don't  like 
large  organizations."  At  first,  Mtxires 
w  (irked  on  his  ow  n  as  a  consultant  to 
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help  program  Superior  Oil  Co.'s 
computers.  A  few  months  later  he 
formed  an  unincorporated  partner- 
ship called  BMC  with  two  other  pro- 
grammers, Scott  Boulette  and  Daniel 
Cloer — the  B  and  C  of  bmc. 

Initially,  they  programmed  com- 
puters for  big  companies  while  run- 
ning an  employment  agency  for  out- 
of-work  programmers.  "I  thought 
there  might  be  some  synergy," 
Moores  says  now.  But  there  wasn't, 
and  the  partnership  foundered. 

As  it  was  breaJcing  up,  Moores  in- 
corporated BMC  Software  in  1980, 
with  himself  as  its  sole  owner.  His 
focus  would  be  software.  His  wife 
drew  up  the  papers,  which  put  the 
initial  capitalization  at  $1,000. 
"That's  the  minimum  amount  you 
needed  in  Texas  for  a  corporation," 


Moores  at  rest 
"I  never 
envisioned 
anything  iiite 
this." 


that  could  be  pitched  in  a  snappy  two- 
minute  spiel,  "easy  to  understand," 
Moores  says. 

His  company  was  in  a  highly  com- 
petitive business,  but  its  unusual  com- 
pensation and  telemarketing  tech- 
niques seemed  to  give  it  an  edge.  In 
August  1986  Moores  gave  the  firm's 
100  employees  a  block  of  stock  in  the 
still  private  company.  "It  was  a  tre- 
mendous godsend,"  he  says  of  the 
stock  award.  "It  got  people  to  focus 
on  the  bottom  line." 

Moores  and  his  employees  finally 
hit  it  big  in  August  1988,  when  bmc 
Sofi^vare  went  public.  Suddenly, 
Moores  and  family  were  worth  $70 
million  on  paper,  plus  the  net  from 
around  $18  million  already  sold  in 
private  transactions  or  in  the  public 
offering.  Today  the  stock  he  gave 


Moores  says.  "We  actually  started  it 
with  nothing."  But  he  had  some  soft- 
ware programs  in  the  works,  and  first- 
year  revenues  topped  $1  million. 

With  Boulette  and  Cloer  out  of  the 
picture,  Moores  recruited  a  high 
school  friend,  Richard  Hosley,  to 
market  the  software  to  other  compa- 
nies, bmc:  Software  ran  into  problems 
by  trying  to  develop  too  many  prod- 
ucts. As  time  went  on,  Moores  and  his 
team  focused  their  efforts  on,  as  he 
puts  it,  "only  those  programs  that 
could  make  us  money."  The  company 
attracted  top  notch  software  writers 
by  paying  larger- than -normal  royal- 
ties. To  find  the  ftmds  for  this,  BMc: 
Software  started  peddling  these  high- 
end  programs  over  the  telephone 
rather  than  in  person.  Telemarketing 
$50,000  programs  isn't  easy.  But  bmc 
Software  concentrated  on  products 


BMC's  employees  is  worth  $150  mil- 
lion— an  average  $1.5  million  per 
worker. 

It  was  when  the  public  offering  was 
being  prepared  that  Moores  decided 
to  wind  himself  down.  "My  ego 
didn't  require  that  I  be  CF.c)  of  a  public 
company,"  he  says.  "I  never  wanted 
to  stand  up  and  talk  at  25  analysts' 
meetings.  I  thought  somebody  else 
could  do  it  a  lot  better." 

In  the  near  future  Moores  expects 
to  step  down  as  bmc:'s  $250,000-a- 
year  chairman,  too,  the  better  to 
spend  more  time  at  his  homes  in 
Colcjrado,  C>alifornia  and  Texas,  and 
with  his  collection  of  jazzy  cars  ("I 
never  pay  more  than  $100,000"). 

Hanging  o\  cr  this  otherNvise  inspir- 
ing tale  is  a  cloud — though  a  small 
one.  In  a  bitter  lawsuit  filed  five  years 
ago  and  still  pending,  Moores  was 


accused  of  using  his  legal  education  to 
take  advantage  of  ex -partners  Cloer 
and  Boulette  and  an  early  program- 
mer, Richard  Barry.  According  to 
court  papers  and  depositions,  Moores 
orally  promised  them  big  royalties  or 
equity  interests.  But  little  was  put  into 
writing  and,  the  plaintiffs  charge, 
agreements  were  broken. 

The  lawsuit  said  Moores  commit- 
ted legal  malpractice  by  doing  person- 
al legal  work  for  the  indixiduals  but 
not  protecting  their  interests  by  draft- 
ing written  agreements.  The  plaintiffs 
contend  Moores  discouraged  them 
from  seeking  outside  counsel  by  say- 
ing he  considered  such  a  request  an 
attack  on  his  character. 

Last  year  Boulette  and  Cloer  set- 
ded  out  of  court,  receiving  a  joint 
payment  estimated  at  less  than 
$500,000.  But  Barn's  suit  continues. 
Also  still  suing  are  the  now  di\'orced 
spouses  of  two  company  employees. 
They  claim  that  Moores  plotted  with 
their  former  spouses  to  cut  down 
divorce  setdements  by  falsely  labeling 
their  compensation  as  salan'  and  dis- 
cretionary' bonus  (none  of  which,  un- 
der Texas  law,  goes  to  a  divorcing 
spouse)  instead  of  as  royalt>',  half  of 
which  does  go  to  the  spouse. 

Moores  denies  the  allegations,  es- 
pecially those  touching  on  promises 
and  the  quality'  of  his  legal  adxice.  But 
he  acknowledges  that  the  paperwork 
during  the  early  days  was  minimal. 
"Things  were  hectic,"  he  says. 

In  any  event,  since  he  became  rich, 
Moores  has  gone  out  of  his  way  to 
become  charitable.  He  and  his  wife 
have  donated  more  than  S15  million 
to  their  alma  mater,  the  Universit\'  of 
Houston.  They'\e  also  given  more 
than  $10  million  to  stan  the  River 
Blindness  Foundation,  dedicated  to 
fighting  a  waterbornc  sight-depri\ing 
illness  found  in  Africa  and  Sc^uth 
America.  Moores  heard  abtiut  the 
malady  from  his  brc:)thcr,  an  optome- 
trist. "A  simple  pill  will  prevent  it,"  he 
says.  "The  hard  part  is  getting  the  pill 
over  to  these  places."  So  the  founda- 
ti(Mi  concentrates  on  the  logistics  of 
arranging  shipments. 

Enjoying  his  gcxxi  fortune,  iMoorcs 
savs  he  has  no  urge  to  tr\  to  start 
another  business.  Hxplains  NUx^rcs  as 
he  gets  up  to  go  tor  another  Indian 
Market  potter>-  shopping  session  in 
Santa  Fe:  "Tm  havinu  tiin."  ^ 
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"Did you  see 
the  cartoon 
where  the  guy 
says  to  his  wife. . ." 


w 


HEN  you  mail  the  special  coupon 
below,  you'll  be  able  here- 
after to  answer  yes. 


Yes,  you  saw  the  cartoon. 

Yes,  you  saw  what  Terrence  Rafferty  wrote 
about  the  movie. 

Yes,  you  caught  Edith  Oliver's  and  Mimi  ICra- 
mer's  reviews  of  the  shows. 

Yes,  you  follow  Whitney  Balliett  on  jazz,  Arlene 
Croce  on  dance,  Andrew  Porter  on  classical 
music  and  Adam  Gopnik  on  the  art  world. 
Along  with  Holly  Brubach  on  fashion,  Connie 
Bruck  on  business  and  Naomi  Bliven  or  George 
Steiner  on  books. 

Yes,  you  relish  the  way  Elizabeth  Drew,  Andy 
Logan,  John  Newhouse  and  others  report  on 
politics.  Not  to  mention  the  all-round  reporting 
of  observers  like  Ian  Frazier,  Jane  Kramer, 
Calvin  Trillin,  Mark  Singer,  Susan  Sheehan  and 
Paul  Brodeur. 

Yes,  you  delight  in  the  work  of  poets  like  John 
Ashbery,  Amy  Clampitt,  James  Merrill,  W.S. 
Merwin,  Joseph  Brodsky  and  Czeslaw  Milosz. 

Yes,  you  revel  in  the  fiction.  Short  story  writers 
like  Garrison  Keillor,  Bobbie  Ann  Mason,  Mavis 
Gallant,  Cynthia  Ozick,  Alice  Munro,  Muriel 
Spark  and  John  Updike. 

Yes,  you  read  The  New  Yorker. 
Isn't  it  nice  to  be  in  on  it  all? 


r 


Get  it  for  the 
basic  rate  of  61.5^ 
a  meek  instead  of 
$1. 75  at  the  newsstand. 
Mail  this  coupon. 


PLEA5E  ENTER  MY  5UB5CRIPTION  FOR  32  I55UE5  AT  THE 
REGULAR  RATE  OF  /I9.69  AND  DILL  MY  CREDIT  CARD 

Charge  my 

□  MasterCard      □  ^^^A      Q  American  Express 


1 

AccoutU  No. 

Exfxdate 

Signature 

Name 

PtMsepriM 

Address 

Apt  No. 

m' 

State 

Zip 

D  Bill  me  direct  instead.  4Foe6 

D  Oh,  well.  Let's  make  it  easy.  Here's  my  check  for 
f  19.69  now  as  payment  in  full. 

Mail  To  THE  NEW  YORKER 

20  West  4.^ril  Street.  Ncv^  "^  ork.  N"^   10036-7440 
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■"Too  flashy  ain't  flashy  enough"  was  the  watchword 
of  the  limousine  business  in  the  1980s.  Limos  are 
still  being  made,  of  course,  but  in  smaller 
quantities  and  smaller  sizes. 


Where  did  all 
the  hot  tuhs  gol 


» 


By  Jerry  Flint 

Duke  Rudman,  a  Texas  wildcatter 
Forbes  estimates  is  worth  about  $200 
million  (Forbes,  Sept.  2),  is  the  excep- 
tion. He  is  into  limousines  the  way 
rich  people  are  widely  assumed  to  be. 
"I  got  three  on  my  hands  right  now," 
he  brags.  There's  the  Lincoln  Town 
Car  and  the  vintage  Rolls  (worth  may- 
be $1  million,  he  says,  but  it's  always 
laid  up).  But  Rudman's  newest  is  the 
mother  ot  all  limos:  a  Mercedes  560, 
sticker  price  around  $80,000,  that  is 
being  stretched  and  widened  and  out- 
fitted with  a  fold-out  bed.  "She'll  cost 
about  $  140,000,"  he  says,  after  all  the 
modifications  are  completed  on  the 
new  Bcnz. 

"On  a  scale  of  1  to  10  in  difficulty. 
Duke's  Mercedes  is  a  15,"  says  Rick 
Fugitt,  president  of  Corporate 
Coachworks  in  Springfield,  Mo., 
who's  doing  the  conversion  work. 
"There's  nothing  like  this  in  the 
world." 

Sadly,  Coachworks'  Fu- 
gitt adds:  "This  will  be  one 
of  the  last  of  the  handcraft- 
ed superluxur\'  vehicles 
built  in  this  countrx." 

Big-time  limo  spenders 
like  Rudman  are  a  dying 
breed.  Show  is  out  these 
days  and  low  -profile  func- 
tionality is  in.  In  1987-88 
the  production  of  limou 
sines  peaked  at  between 
4,000  and  5,000  a  year. 
This  year  fewer  than  1 ,500 
will  be  made.  Ihe  convert 
ers — who  take  the  basic 
Lincolns  or  C'adillacs  or 
Mercedes,  cut  them  in  half. 


add  sections  in  the  middle 
(the  "stretch")  and  customize 
the  interiors  of  the  limousines — 
are  vanishing. 

"Twent\'-four  months  ago  there 
were  50  coach  builders,"  says  Mat- 
thew Baines,  president  of  Limousine 
Werks  of  Schaumburg,  111.  "Today 
there  are  maybe  10,  with  3  or  4  of  us 
controlling  65%  of  the  business." 

Like  real  estate  developers  remi- 
niscing about  the  glory  days  of  build- 
ing downtown  Houston  or  Den\'er, 
limo  converters  talk  wistfiilly  of  the 
1980s.  Recalls  Baines:  "The  limou- 
sine took  off^in  1984.  Those  were  the 
days  of  Dallas  and  Dynasty — wild! 
We'd  build  gee-whiz  bars,  U-shaped 
lounge  areas." 

Sighs  Larry  Ulmer,  general  sales 
manager  of  Federal  Coach  in  Fort 
Smith,  Ark.:  "From  1984  to  1987, 
the  limos  were  color-keved  to  vour 
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The  1990s;  a  slight  stretch,  but  ever  so  discreet 
Darker,  fewer,  cheaper — about  $60,000. 


The  1980s:  no  understated  elegance 
Cost,  including  the  hot  tub,  $1  million. 


Learjet." 

"We  had  amenities  like  hot  tubs 
and  fold-out  beds,"  says  Gar\'  Forbis, 
president  of  National  Coach  Engi- 
neers at  Port  Sanilac,  Mich.  But  to- 
day, says  Forbis,  "everything  is  con- 
densed." Even  with  most  of  his  com- 
petitors gone,  his  order  backlog  is 
only  about  four  weeks,  less  than  half 
that  of  a  few  years  ago. 

The  cars  he's  converting  today  have 
less  stretch,  too.  Instead  of  80-inch 
stretches,  today's  limos  usually  ex- 
pand a  mere  8  inches  to  28  inches. 
That's  enough  to  make  a 
dirterencc  to  passengers 
(think  of  the  lcgrtx>m  dif- 
ference a  few  inches  make 
between  economy  and  first 
class  in  airline  seats),  but  it's 
hardly  ncniceablc  from  the 
outside — which  is  precisely 
the  point.  The  mixiified 
stretch  is  even  less  notice- 
able in  dark-colored  cars — 
w  hich  most  of  the  new  lim- 
os are. 

On  the  inside,  serious 
working  totals  have  re- 
placed showA  bars  and 
lounges.  Tcxlay's  limo 
comes  with  cellular  phones, 
faxes,  computers  .i  desk  or 
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Tlie  eye  travels  from  softly  rolling  cliffs,  over 
Hanalei  Bay  and  to  craggy  Bali  Hai.  Tnis 
could  only  oe  one  place  in  the  world.  45 
Koles  of  incomparaljle  golf.  Tne  brand-new, 
ultra-luxurious  Princeville  Hotel.  Secluded 
teacnes  and  every  water  sport   known   to 


man.  Nature's  atundance  is  everywhere. 
True,  you  won't  want  to  leave,  but  that's 
all  right,  if  your  heart  is  here,  the  rest  of 
you  may  as  well  stay,  too.  Princeville  Resort. 
You  cannot  remain  unchanged  by  the 
experience. 


Princeville  Resort 

K      A       L       A       I 


For  Resort  information,  caU  your  travel  agent  or  (800)  826-4400.  O.  write  Princeville  Re«,rt,  P.O.  Box  3040,  Princex-ille.  Kauai.  Hawaii  96722-30441 


V  titing  table,  reading  lamp, 

dictation  equipment.  Oh, 

maybe  a  TV- VCR  and  a  dis- 

;eet     bar — well     stocked 

ith  mineral  water. 

The  typical  limo  price? 
Mid-  to  high  $50s  for  a 
Lincoln  or  Cadillac,  not  in- 
cluding Congress'  new  10% 
luxury  tax,  which  apphes  to 
any  car  costing  over 
$30,000. 

There  are  even  economy 
limos,  if  that's  not  an  oxy- 
moron. Limousine  Werks' 
Baines  is  building  a  hand- 
some new  limo  from  the 
standard  Buick  Roadmas- 
ter.  The  basic  Roadmaster 
costs  around  $24,000, 
some  $8,000  less  than  a 
Cadillac  or  Lincoln.  After 
Baines  stretches  the  Road- 
master  60  inches  and  adds 
six-passenger  seating  and 
such  gadgets  as  TV,  inter- 
com and  vanity  mirrors,  he 
sells  it  for  $49,000,  around 
$10,000  less  than  a  similar- 
ly converted  Caddy  or 
Town  Car.  ^^^H 

Are  the  old  pleasure  pal- 
aces on  wheels  gone  completely.^  Fan- 
tasy dies  hard  in  California,  where  a 
few  grandiose  8 5 -inch  to  110-inch 
stretch  limos  with,  say,  circular  seat- 
ing and  dual  moon  roofs  are  still  being 
built,  sometimes  by  oudaw  converters 
who  choose  to  ignore  new  govern- 
ment regulations  on  such  cars. 

"Ostentation  doesn't  mean  any- 
thing in  California,"  says  Vince  Wolf- 
ington,  chief  executive  of  Washing- 
ton, D.C. -based  Carey  International, 
probably  the  largest  limo  provider  in 
the  world. 

But  most  of  Wolfington's  business 
comes  from  renting,  not  selling,  his 
limos.  "The  guy  who  makes 
$  1 00,000  can  rent  a  Town  Car  limou- 
sine for  four  hours  and  it  costs  less 
than  it  costs  to  rent  a  car  [for  a  day  ]," 
he  says.  Well,  almost.  His  rates  in  New 
York  run  from  $4S  to  $55  an  hour, 
depending  on  vehicle  size,  chauft'cur 
included.  And  you  don't  have  to  park 
a  limo. 

Barr>'  (Ultra)  vSmith,  an  auto  interi 
or  specialist   in    Manhattan,   stands 
ready  to  do  custom  woodworking, 
add  lots  of  leatherwork  and  do  heavy 


Putting  in  the  "stretch"  at  Limousine  Werks,  Schaumburg,  III. 

Total  limo  sales  are  down  from  5,000  a  year  In  1987-88  to  1,500  today. 


interior  redesign  in  cars  for  "people 
who  go  to  a  fine  designer  for  their 
homes."  Says  Smith,  who  has 
thought  quite  a  bit  about  the  limou- 
sine business:  "There  are  two  types  of 
cars  for  the  Nineties:  the  CEO  type  and 
the  EGO  type." 

A  CEO-type  limo,  he  explains,  "may 
have  up  to  four  telephones,  tooled- 
leather  trim,  fax  lines,  but  discreet." 
The  chief  executive  will  sit  facing 
forward.  There  could  be  U-shaped 
seating  for  aides,  possibly  a  center 
island  with  a  pull-out  writing  desk. 
There  might  even  be  a  built-in  paper 
shredder. 

"People  love  moving  things  with  a 
button — a  panel  opens  up  to  reveal  a 
TV,  it  swivels  and  there's  a  bar,"  says 
Smith.  His  c:ko  t>'pe  customer  would 
pay  up  to  $20,000  for  such  embellish- 
ments in  a  hmousine. 

What  about  the  HtHvrype  car  cus- 
tomer? For  him,  says  Smith,  "we  may 
have  mood  lighting;  a  500-watt,  10- 
speaker  audio  video  system;  blue 
lights  to  create  a  glow;  a  mouton  mg; 
.seats  trimmed  in  ostrich."  Ostrich? 
"If  you  have  ostrich  shoes,  it's  quite 


an  effect."  Smith's  bill  could  run  as 
high  as  $45,000. 

Both  CEO  and  EGO  cars  would 
probably  sport  some  James  Bond- 
type  security  options,  like  the  hidden 
spodight  that  can  be  aimed  into  the 
eyes  of  a  trailing  driver.  (Cost  for  the 
option:  over  $2,500.) 

While  there  will  always  be  a  handful 
of  customers  for  such  vehicles,  the 
limousine-conversion  business  is  fall- 
ing victim  not  only  to  the  current 
austerity  fad,  but  also  to  something 
plent>'  of  people  of  means  have  alw  ays 
considered:  the  tyranny  of  some  luxu- 
ry possessions.  For  instance,  Minne- 
apolis billionaire  Curtis  Carlson, 
who's  in  the  hotel,  restaurant,  travel 
and  sales  promotion  businesses,  sa\'s 
he  can't  imagine  why  anyone  would 
ever  consider  buying  a  chauffcurcd 
limousine. 

"I've  got  less  stress  if  I  don't  pay  a 
guy  who's  sitting  waiting  for  me," 
says  the  77-ycar-old  Carlson.  "I  just 
get  in  my  Cadillac.  I'm  l^  minutes 
from  my  office.  I  push  this  buttiMi  that 
opens  the  garage  dtH>r.  I  park  bv  the 
office.  Whv  do  I  need  a  driver?"    Hi 
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More  and  more  of  America's  wealthiest 
individuals  are  addressing  their  money 
and  time  to  the  problem  of  educating 
the  inner  cities'  poorest  kids. 

Raising  the 
levels  of  hope 
and  expectations 


By  Sandy  Sheehy 


Self-m\de  Patrick  Taylor,  54,  is  one 
of  Louisiana's  toughest  and  richest 
oilmen.  His  tie,  his  suspenders  and  his 
oversize  diamond  cufflinks  all  sport 
his  companN'  motif— a  knobby  T- 
shaped  well  fitting  known  to  drillers  as 
a  Christmas  tree.  His  wholly  owned 
Taylor  Energ)-  is  one  of  the  fastest- 
growing  independent  oU  producers  in 
the  country,  with  14  offshore  rigs  in 
the  Gulf  of  Mexico.  Forbes  estimates 
Taylor's  worth  at  SI 85  million,  and 
regards  him  as  a  future  contender  for 
The  Forbes  Four  Hundred. 

But  Taylor  is  also  a  committed 
philanthropist  specializing  in  the  edu- 
cation of  poor  kids.  Like  many  suc- 
cessful Americans,  Taylor  credits 
what  he  has  done  with  his  life  to 
education.  He  had  to  work  hard  for 
his.  In  1955  he  hitchhiked  to  Baton 
Rouge  with  S55  in  his  pocket  to  get 
into  then-tuition-free  Louisiana  State 


Patrick  Taylor  with  some  of  "Taylor's  Kids"  in  New  Orleans 
"Indirect  lighting  never  had  an  impact  on  learning." 
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University,  v/here  he  earned  a  degree 
in  petroleum  engineering. 

"I  wanted  that  college  education," 
he  says.  "J  was  qualified,  and  they 
didn't  turn  me  away." 

Like  a  lot  of  bootstrap  millionaires, 
Taylor  once  thought  that  if  he  could 
make  it  himself,  anyone  could.  He 
changed  his  mind  three  years  ago  after 
speaking  to  a  class  of  183  "problem" 
eighth-graders  at  a  middle  school  in  a 
New  Orleans  neighborhood  plagued 
by  drugs  and  crime. 

Taylor  was  struck  by  their  predica- 
ment. Their  teachers  seemed  capable 


of  those  183  seventh-  and  eighth- 
graders  who  graduated  from  high 
school  with  a  B  or  better  grade  aver- 
age and  wanted  to  go  on  to  college. 
His  adopted  class  called  themselves 
Taylor's  Kids  and  received  T  shirts 
emblazoned  with  his  trademark  T- 
shaped  well  fitting  with  a  mortar- 
board hung  off  one  arm.  Twenty-six 
of  that  original  class  are  high  school 
seniors,  on  track  to  go  to  college. 

A  year  later,  Taylor  launched  his 
New  Orleans  project.  Together  with 
17  other  businessmen,  he  pledged  a 
$1,000  annual  stipend  to  any  New 


Winifred 

Rhodes-Bea  (left) 
and  Eugene  Lang, 
"I  Have  a  Dream" 
sponsors 
She  leveraged 
family  money 
and  social 
connections  to 
help  further  his 
idea. 


and  committed  and  the  kids  bright 
enough.  But  suppose  they  did  gradu- 
ate from  high  school.  What  then.' 
lx)uisiana's  state  universities  were  no 
longer  free.  The  simple  economic  fact 
was,  these  kids  probably  wouldn't  be 
able  to  afford  college.  And  they  knew 
it.  Taylor  figured  they  didn't  need 
new  curriculums,  new  teachers,  new 
physical  plant.  "Indirect  lighting  nev- 
er had  an  impact  on  learning,"  says 
Taylor.  What  they  needed  was  an 
incentive. 

Taylor  decided  the  best  incentive 
was  an  open  door  to  college.  So  he 
decided  to  provide  college  tuition, 
books,  living  expenses  and  $1,000  a 
year  "walking-around  money"  to  any 


Orleans  high  school  student  entering 
college  from  a  family  living  below  the 
poverty  level  (in  this  case,  $13,000  a 
year).  The  cost.'  One  million  dollars, 
but  only  part  of  it  came  from  Taylor. 
"I  probably  had  the  million  dol- 
lars," he  says.  "But  1  wanted  the 
students  to  know  that  the  money  was 
coming  from  the  community's  corpo- 
rate leaders.  I  wanted  it  to  say,  'We 
believe  in  you.  We're  willing  to  invest 
in  you.  Because  we  want  to  hire 
you.'  "  St)  he  raised  the  money  for 
Project  New  Orleans  from  chief  exec- 
utives around  the  cir\';  he  gives  a  list  of 
their  names  and  their  college  degrees 
and  majors  to  ever>'  student  receiving 
a  grant.  To  date,  over  400  New  Or- 


leans students  have  received  support 
from  Taylor's  various  initiatives. 
"We've  laid  out  a  pathway  to  success 
for  people,"  he  says. 

Now  he's  going  further  still.  Using 
political  as  well  as  personal  capital, 
Taylor  has  traveled  250,000  miles  in 
the  last  two  years,  proselytizing  for 
the  Taylor  Plan — free  state  college 
tuition  for  kids  with  satisfactory 
achievement  test  scores,  a  2.5  grade - 
point  average  in  a  good  curriculum, 
and  a  family  income  below  $25,000. 
Already  he's  persuaded  legislatures  in 
Louisiana,  Texas,  New  Mexico,  Indi- 
ana, Arkansas,  Florida,  Oklahoma  and 
Maryland  to  sign  on.  Now  he's  after 
the  other  42  states,  and  an  endorse- 
ment fi-om  his  friend  George  Bush. 

Taylor,  who  spends  around  80%  of 
his  time  on  opening  college  doors  for 
poor  but  motivated  kids,  believes  that 
if  children  enter  kindergarten  know- 
ing they  can  go  on  to  college,  many 
will  apply  themselves  all  along  the 
way.  On  the  other  hand,  if  they  think 
high  school's  a  dead  end,  then  school- 
work  will  look  less  attractive  than 
drugs,  alcohol,  gangs  and  irresponsi- 
ble sex.  "If  you  want  them  to  go 
somewhere,"  says  Taylor,  "the  most 
important  thing  you  can  do  is  to  open 
the  gate  at  the  other  end." 

Taylor  doesn't  claim  his  idea  is 
original.  Ten  years  ago  New  York 
lawyer  and  businessman  Eugene  Lang 
promised  a  sixth -grade  class  at  his  old 
East  Harlem  elementarv'  school,  P.S. 
121,  that  he'd  pay  tuition  for  any  of 
them  who  made  it  into  college.  This 
year,  that  original  class  of  61  pro- 
duced its  first  two  college  graduates 
and  33  others  entered  college,  while 
45  of  them — 75% — have  earned  high 
school  diplomas.  That  compares  with 
a  75%  dropout  rate  for  the  average 
sixth-grade  class  at  that  schcxjl. 

Lang's  "I  Have  a  Dream  Founda- 
tion" has  encouraged  other  indi\id- 
uals  to  adopt  classes.  The  require- 
ment: a  minimum  commitment  of 
$350,000  and  six  years  of  personal 
invoKement  with  the  kids  and  their 
schcKil.  I  Have  a  Dream  now  reaches 
10,000  kids  in  43  cities. 

Mrs.  Winifred  Rlnxies-Bca,  an 
heiress  to  C'alifomia's  Whittier  family 
oil  fortune,  set  up  an  I  Have  a  Dream 
program  in  Los  Angeles  in  1987.  She 
sponsored  51  students  herself  and 
persuaded    other    memlx'rs    of  the 
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They're  regular  passengers  on  overseas  flights 
to  Hong  Kong,  Bangkok,  and  Tai  Pei.  Are  frequently 
en  route  to  the  shores  of  Lake  Ontario  to  return  an 
historic  summer  resort  to  its  1920's  grandeur.  Have 
been  left  under  the  desk  during  countless  lunchtime 
runs.  But  underneath  it  all,  they'd  rather  be  sailing. 

The  Monza  from  Bostonian.  As  worn  by  Patrick 
Brady,  entrepreneur,  sailor,  runner,  and  partner  in  the 
importing  firm  of  Cyrk  International,  Gloucester,  MA. 
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BOSTONIAN 

They'll  take  you  as  far  as  you  want  to  go. 


For  the  retailer  nearest  you,  call  1-800-345-2786. 


^■.y<p»wn*rEyy--^  > 


Whuttier  tiamily,  and  the  family  foun- 
dations, to  sponsor  205  others.  Then 
she  exercised  her  social  leverage  and 
brought  in  more  rich  southern  Cali- 
fornians.  She  can  now  take  credit  for 
nearly  800  children  in  I  Have  a  Dream 
classes-^-children  from  schools  with 
the  lowest  reading  and  math  scores  in 
the  city. 

One  flaw  she  has  noticed:  The  sixth 
grade  is  too  late  to  begin.  "If  they 
haven't  started  reading  by  the  end  of 
the  second  grade,  these  kids  drop 
out,"  Rhodes  Bea  says.  "Not  literally 
right  then,  but  the  information  stops 
coming  in."  She  wants  to  begin  at 
kindergarten. 

She's  also  trying  an  experiment: 
sending  nine  low-income  boys  to 
Verbum  Dei,  a  Catholic  school  in 
Watts.  "I  cannot  tell  you,"  Mrs. 
Rhodes-Bea  says,  "how  much  I  think 
of  Catholic  education." 

Others,  too,  think  discipline,  indi- 
vidual attention  and  emphasis  on  ba- 
sic academic  skills  make  Catholic 
schools  a  good  choice  for  educating 
poor  kids  from  broken  families  and 
violent  neighborhoods.  A  definitive 
study  published  by  University  of  Chi- 
cago sociologist  James  Coleman  in 
1987  (Public  and  Private  Schools:  The 
Impact  of  Communities,  Basic  Books) 
showed  that  kids  from  similar  disad- 
vantaged backgrounds  did  far  bet- 
ter— in  terms  of  both  test  scores  and 
dropout  rates — if  they  went  to  paro- 
chial schools  than  if  they  went  to 
public  schools  or  even  nonparochial 
private  schools. 

"A  lot  of  it  was  due  to  the  demands 
made  on  students,"  says  Coleman. 
"Instead  of  taking  business  math, 
they  take  geometry  and  algebra.  This 
runs  counter  to  the  idea  that  demands 
are  inimical  to  students'  welfare." 

Yet  in  most  older  American  cities, 
enrollments  at  the  inner-city  Catholic 
schools  have  been  falling  as  the  Irish, 
Italian,  Polish  and  other  ethnic  fam- 
ilies the  schools  have  traditionally 
served  have  moved  to  the  suburbs. 
There  is  plenty  of  room  in  them  for 
poor  but  deserving  kids. 

No  one  has  done  more  to  put 
Catholic  schools  together  with  disad- 
vantaged students  than  New  York's 
Peter  Flanigan,  managing  director  of 
investment  bankers  Dillon,  Read. 
Flanigan,  whose  father  was  chairman 
of  Manufacturers  Trust  Co.,  received 


his  own  Catholic  education  at  the 
posh  Portsmouth  Abbey  school  in 
Rhode  Island.  His  was  a  privileged 
background — but,  "not  so  far  from  a 
grandfather  who  arrived  barefoot 
from  Ireland  not  to  know  that  educa- 
tion is  the  only  way  out  of  poverty." 
Flanigan  saw  that  New  York's  arch- 
diocese was  closing  inner-city  schools 
for  lack  of  money  and  students.  So  he 
started  his  Student/Sponsor  Partner- 
ship. Under  it,  sponsors,  mostly 
young  professionals  and  business 
people  in  their  late  twenties  to  early 
forties,  commit  themselves  to  sending 
poor  black  and  Hispanic  kids  through 


Getting  involved 

Interestedin  finding  out  more  about 

the  innovative  education  programs 

discussed  in  this  article?  Here  are 

their  addresses  and  phone  numbers: 

I  Have  A  Dream  Foundation 

330  Seventh  Ave.,  20th  floor 

New  York,  N.Y.  10001 

212-736-1730 

Student/Sponsor  Partnership,  Inc. 

24  E.  38th  St. 

New  York,  N.Y.  10016 

212-545-0341 

The  Patrick  F.  Taylor  Foundation 

P.O.  Box  53009 

New  Orleans,  La.  70153-3009 

504-593-8400 

Most   large   cities   have   Adopt-A- 

School  Programs,  now  usually  called 

Business/Education     Partnerships. 

Any  in  your  area  can  be  contacted 

through  your  school  district. 

four  years  of  high  school  at  17  New 
York  religious  schools  (16  Catholic, 
one  Lutheran).  Average  cost:  $2,300 
a  year,  which  is  what  it  costs  the  no- 
frills  Catholic  schools  to  educate  a 
child,  payable  in  fijll  or  in  part  by  the 
sponsor.  Equally  important,  the 
sponsors  are  expected  to  give  time  as 
well  as  money,  calling  the  student 
every  month  and  visiting  with  him  or 
her  at  least  four  times  a  year. 

Most  of  the  Student/Sponsor  Part- 
nership program's  600  sponsors 
aren't  Catholic  themselves,  but  they 
believe  in  the  schools'  effectiveness 
with  kids  from  chaotic  backgrounds. 
The  results  confirm  their  beliefs. 
About  75%  of  the  104  kids  who  have 
gone  through  the  program  graduated 
from  high  school;  91%  of  those  went 
on  to  college.  "Good  colleges  will 


reach  for  these  kids,"  says  Flanigan, 
"provided  they  get  the  basic  skills 
they  need  in  high  school." 

Most  people  tr)'ing  to  do  some- 
thing about  educating  the  poor  agree 
that  personal  involvement  with  the 
kids  makes  a  huge  difference — it  con- 
nects students  to  a  more  successftil 
world  and  opens  their  horizons. 

Adanta's  Guy  Millner  understands 
this.  His  father  owned  and  ran  a  gas 
station  in  an  affluent  part  of  Daytona, 
Fla.  Millner  says  he  was  inspired  by 
the  success  of  his  classmates'  parents 
who  were  lawyers,  doctors  and 
wealthy  business  people.  He  worked 
his  way  through  college  in  the  Fifties, 
and  went  on  to  establish  the  Norrell 
Corp.,  a  temporary  personnel  agency 
that  has  grown  to  offices  in  41  states 
and  $450  million  in  revenues. 

Millner  believes  that  public  schools 
can  still  educate,  but  that  the  students 
have  to  be  motivated.  His  involve- 
ment with  education  started  in  1988, 
when  he  agreed  to  put  his  company  in 
the  Atianta  area's  Adopt-A-School 
Program.  The  idea  was  that  local  busi- 
nesses would  donate  computers  and 
other  equipment  to  their  adopted 
schools,  and  lend  employees  to  coun- 
sel kids  on  career  days.  But  when 
Millner  went  to  Cedar  Groves  High 
School  in  a  minorit}'  Atianta  neigh- 
borhood, he,  too,  saw  the  students 
needed  to  feel  they  could  break  out  of 
poverty.  So  Millner  pledged  550,000 
of  his  own  money  to  send  any  kid 
graduating  ft-om  the  Cedar  Grove 
classes  of  1992,  1993  or  1994  widi  a 
2.7  grade  point  average  to  either  near- 
by DeKalb  College  or  Georgia  State 
University'.  As  in  Flanigan's  and 
Lang's  programs,  he  makes  sure  he 
and  his  employees  Wsit  the  school 
frequently.  He  enlists  peer  pressure  by 
printing  up  special  "Top  40"  T  shirts 
and  throwing  a  dinner  for  the  best 
students  in  the  class  and  their  parents. 

In  just  three  years,  Millner  says,  he 
has  seen  some  startling  results,  sat 
scores  at  Cedar  Grove  are  up  100 
points.  Millncr's  explanation:  Now 
that  the  kids  know  they  can  get  a 
college  education  if  they  work  for  it, 
thcN're  doing  the  work  the>-  need  to 
do  to  get  ready. 

"We  have  raised  the  level  of  hope," 
savs  Millner,  "and  that  has  raised  [the 
students'  ]  level  of  expectations."  And 
hope  is  what  it  is  all  about.  ^ 
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Tlte  richest  man  in  Poland 

r  low  CAPITALISTIC  is  Poland?  Judging 
by  its  equivalent  of  The  Forbes  Four 
Hundred,  published  by  a  weekly 
called  W/?ro;:f("Direct"),  not  very.  Of 
the  100  Polish  tycoons  in  Wprost,  the 
2  richest  aren't  even  in  Poland.  One  is 
Johnson  &  Johnson  heiress  Barbara 
Piasecka  Johnson  (which  see),  lately  of 
Princeton,  N.J.  The  other  is  a  Paris, 
France- based  tennis  player  turned  art 
collector  named  Wojciech  Fibak;  the 
paper  pegs  his  net  worth  at  about  $50 
million. 

Number  three  is  the  genuine  arti- 
cle: Warsaw- based  entrepreneur  Piotr 
Buchner,  48.  He  owns  a  dozen  firms, 
which  make  textiles,  plastics,  drugs, 
cosmetics  and  packaging  and  employ 
2,000  Poles.  But  he  says  that  most  of 
his  income  now  is  from  consulting  for 
foreign  companies  wanting  to  do 
business  in  Poland.  Wprost  \^on\  put 
a  number  on  his  net  worth.  Buchner, 
who  spoke  with  Forbes  by  phone 
while  vacationing  in  the  south  of 
France,  says  only  that  he  makes  "sev- 
eral million  dollars  a  year." 


Buchner  followed  his  father  fi-om 
Poland  to  Switzerland  in  the  early 
1960s,  studied  chemistry  and  became 
a  consultant  to  drug  manufacturers. 
When  the  floundering  communist 
government  relaxed  business  regula- 
tions in  a  vain  attempt  to  rescue  the 
economy  in  the  late  1970s,  Buchner 
moved  back  to  do  business. 

In  the  early  days,  he  says,  he  could 
hire  Poles  for  an  average  $50  a  month 
to  make  apparel  and  packaging  salable 
in  the  West.  But  today  wages  and 
most  other  prices  have  been  decon- 
trolled and  Biichner's  costs  have  run 
up  drastically.  Margins  at  his  factories 
have  been  squeezed  to  a  skimpy  5% 
from  30%  a  decade  ago.  But  he's  not 
complaining. 

One  of  Poland's  lingering  prob- 
lems (and  it  is  a  problem  not  unique 
to  Poland)  is  envy  and  dislike  of  those 
Poles  who  are  starting  businesses  and 
making  money.  After  the  Wprost  100 
came  out,  the  paper  published  a  letter 
to  the  editor  that  read,  in  part:  "Why 
are  you  writing  about  the  rich  at  all  if 
we  are  all  so  poor.>" 


Sighs  Buchner:  "Rich  people  like 
me  are  not  loved."  It  will  take  time 
before  some  Poles  figure  out  that 
Poland  already  knows  how  to  be 
poor.  The  trick  now  is  to  learn  how  to 
become  rich.  -Katarzyna  Wandycz 

Magnum  force 

Marchesa  Katrin  Theodoli  builds 
her  Magnum  brand  boats,  one  of  the 
boating  world's  ultimate  status  sym- 
bols, in  Miami  but  sells  nearly  all  of 
them  in  Europe — where  the)-  cost 
some  15%  more  because  of  delivery 
costs  and  taxes. 

Magnums  combine  the  speed  of  an 
offshore  racing  boat  and  the  comfort 
and  stability  of  a  good-size  yacht. 
They  can  cruise  at  over  50mph;  the 
superpowered  90-footer  can  reach  an 
astounding  90mph.  They  are  a  hot 
item  among  superrich  Europeans — 
the  Agnelli  family  and  the  King  of 
Sweden  are  among  Theodoli's  happy 
customers. 

The  line  is  priced  fi-om  560,000  for 
the  low-budget  27-footer  up  to  S4.5 
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Labor  costs  are 
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up,  says  Poland's  richest  man,  but  he's  not  complaining. 
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FAST  FOOD 
FOR  OMNIVORES 


New  cars?  Omnivores  just  eat  them  up. 

OMNI  magazine's  percentage  of  new  car  buyers  in  the 
past  two  years  is  higher  than  Time.  Newsweek  .Sports 
Illustrated  and  U.S.  News.* 

And,  as  you'd  expect  with  a  group  so  dedicated  to 
the  latest  and  most  innovative,  Omnivores  are  always 
on  the  lookout  for  the  cutting  edge  in  the  automotive  field. 

Just  as  OMNI  editorial  satisfies  their  hunger  for 
the  new  and  exciting,  your  advertising  in  OMNI  satisfies 
their  appetite  for  the  products  and  services 
you  offer;  such  as  computers,  travel,  electronics, 

•  Hall  1990  MRl  Study 

For  a  FREE  COPY  of  the  latest  issue  send  this  ad  to: 

Marcia  Schultz,  General  Media.  1965  Broadway,  2nd  Floor,  New  York,  NY  10023. 


photo  equipment,  business  equipment, 
alcoholic  beverages  and  tobacco. 

Omnivores  are  young,  well-educated 
and  dedicated  spenders.  Their  median  age 
is  33.1;  62%  attended  or  graduated  college. 
Their  median  household  income  is  $43,181 , 
higher  than  Time.  U.S.  News.  Discover. 
People,  and  Sports  Illustrated. 

Given  their  fast  wheels,  Omnivores  aren't 
easy  to  catch. 

Except  in  the  magazine  they  feed  on. 


Dfina 


SMlTtVGREENLAND,  INC 
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million  for  the  90-foot  Pininfarina- 
designed  "Europa." 

Originally  conceived  by  Donald 
Aronow,  who  also  developed  the 
Donzi  and  Cigarette  boats,  Magnums 
are  perfect  for  lunching  at  St.  Tropez 
and  then  making  Portofino  in  three 
hours,  well  before  dinner. 

The  Marchesa  and  her  late  hus- 
band, Filippo,  were  the  exclusive  dis- 
tributors for  Magnum  in  Europe. 
They  bought  Magnum  Marine  in 
1976  for  roughly  $1.5  million,  when 
the  previous  owners  didn't  want  to 
build  larger  boats.  This  year  Theo- 


doli,  who  says  she's  "fortyish," 
should  sell  between  1 5  and  20  boats, 
for  around  $15  million. 

While  the  Marchesa  has  sold  boats 
to  Nelson  Peltz  (which  see)  and  for- 
mer tycoon  William  Farley,  she 
doesn't  do  nearly  as  well  among 
Americans  as  Europeans.  Why  not? 
Americans  don't  do  as  much  offshore 
cruising  as  Europeans.  Moreover, 
Magnums  are  status  symbols — some- 
thing many  rich  Americans  are  less 
interested  in  these  days,  when  people 
seem  to  be  down  on  the  rich. 

-Katherine  Weisman 


Katrin  Theodoli 
Her  ultimate 
status  symbols 
are  made  in  Miami 
but  sell  in 
Europe. 


Charles  Israel 
Banker  to 
the  Aspenites. 


Banker  to  the  moguls 

What  do  Rupert  Murdoch,  Leonard 
Lauder,  Sol  Price  and  76  other  mem- 
bers of  The  Forbes  Four  Hundred 
have  in  common?  A  banker  by  the 
name  of  Charles  Israel,  who  runs  tiny 
Pitkin  County  Bank  (assets,  $90  mil- 
lion) and  owns  5.3%  of  its  stock. 

The  bank  is  in  Aspen,  Colo.  The 
resort  has  other  banks,  but  the  really 
big  money  seems  to  like  Charles  Israel 
and  Pitkin  County  Bank.  A  hail-fel- 
low-well-met type,  Israel,  59,  often 
turns  up  at  the  parties  thrown  by  his 
big  depositors,  the  better  to  meet  and 
win  over  new  customers.  Once  he  gets 
their  deposits,  he  works  hard  to  keep 
them.  For  example,  if  you  open  a 
$50,000  Pitkin  money  market  ac- 
count, you  can  join  Pitkin's  534  Club. 
Israel  describes  it  as  a  concierge  ser- 
vice for  the  rich — 534  Club  employ- 
ees will  make  hotel  or  restaurant  reser- 
vations, or  even  take  your  car  to  the 
mechanic. 

Born  in  New  York,  Israel  started  his 
career  in  Macy's  management  pro- 
gram. He  eventually  started  his  own 
clothing  business  with  his  brother, 
which  they  sold  for  $10  million  in 
1972,  then  settled  in  Aspen  to  enjoy 
the  good  life.  He  occupied  himself 
making  second- mortgage  loans  to  lo- 
cals and  eventually  invested  some 
$500,000  in  what  was  then  Aspen 
Bankshares,  an  unprofitable  local 
bank.  In  an  attempt  to  save  the  bank 
and  his  investment,  he  cominced 
some  other  investors  to  buy  it,  and 
soon  found  himself  the  bank's  new 
chief  executive. 

What  did  he  know  about  banking? 
Not  much,  but  he  already  had  lots  of 
friends.  He  gave  himself  a  six-month 
crash  course,  travehng  around  the 
countA'.  "I  got  all  the  bankers  I 
knew  to  teach  me  how  to  run  a  bank," 
Israel  says. 

Teachers  and  pupil  can  take  their 
bows.  Today  Pitkin  is  one  of  the  most 
profitable  banks  in  the  country'.  Last 
year  it  earned  $1.5  million — 23%  on 
cquit)',  2.02%  on  visscts.  Scvcnt>  per- 
cent of  Pitkin's  loans  are  mortgages, 
about  half  for  second  homes;  but 
most  arc  personally  guaranteed  by 
high  net-worth  indi\  iduals,  who  gen- 
erally pay  their  bills. 

Now  Israel  is  ready  to  branch  out. 
Recently  he  ttxik  Pitkin  public,  sell- 
ing 600,000  shares  to  raise  $4  mil- 
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A  Singular  Expression  of  Regard. 

This  prestigious,  hardbound  edition  of  AMERICAN 
HERITAGE,  gold-embossed  with  your  company's 
logo,  reaches  the  people  most  important  to  your 
business  eight  times  a  year.  Stylishly.  Compellingly. 
Entertainingly!  Four  times  a  year,  insert  your 
personal  message,  as  well.  Minimum  order:  25 
gifts.  Also  special  corporate  rates 
and  volume  discounts.  Signed 
gift  announcements  sent  in  your 
name,  too! 

Call  William  K.  Rogers,  Jr.  at  (212)  206-5106 
for  more  information. 


Please  tell  me  more  about  giving 
American  Heritage  as  a  corporate  gift. 


FR1021 


My  name 

• 

- 

Title 

Company 

Street  &  No. 

City 

State 

Zip 

Telephone  No. 

Please  send  this  coupon  to: 

William  K.  Rogers,  Jr.. AMERICAN  HERITAGE. 

A  Division  of  Forbes  Inc. . 

60  Fifth  Avenue. New  York,  NY  10011 


IGURES 


iiofj  in  new  capital.  He  is  thinking 
about  opening  new  types  of  Pitkin 
banks  in  other  destination  resort 
towns  like  Jackson  Hole,  Wyo.  or 
Scottsdale,  Ariz. — places  well  trav- 
eled by  his  Aspen  friends  and  cus- 
tomers. -Thomas  Bancroft 

Back  on  track 

Thomas  Monaghan  didn't  have 
much  luck  selling  Domino's  Pizza, 
the  5,500-oudet  pizza  delivery  chain 
he  started  31  years  ago.  He  has  taken 
Domino's  off  the  block  because  the 
bids  he  got  were  too  low.  His  asking 
price?  Monaghan  wouldn't  say,  but 
industry  analysts  put  it  at  as  much  as 
$1  billion.  The  bids?  "They  were 
about  a  third  of  what  I'd  hoped  to 
get,"  says  Monaghan,  "and  about 
half  of  what  I  would  accept."  Mona- 
ghan, 54,  says  he  now  plans  to  keep 
Domino's.  At  least  for  the  time  being. 
Monaghan  has  to  start  worrying 
about  the  business  more.  During  the 
1980s  Monaghan,  who  was  raised  in  a 
Catholic  orphanage,  indulged  some 
consumer  fantasies  as  he  bought  base- 
ball's Detroit  Tigers,  a  lodge  on  an 
island  in  Lake  Huron,  more  than  100 
cars  (including  an  $8  million  Bu- 


Tom  Monaghan  of  Domino's  Pizza 

"I  should  be  impressing  God  and  not 

other  people." 


gatti),  a  passel  of  Frank  Lloyd  Wright 
furniture,  and  much  else.  "1  spent 
money  like  a  drunken  sailor,"  Mona- 
ghan says.  "I  thought  I  could  have 
everything  in  this  world  and  every- 
thing in  the  next  world,  too." 

Monaghan,  a  devout  Catholic, 
woke  up  to  the  realization  that  there  is 
more  to  life  than  toys.  "Everything 
about  me  was  pride,  going  way  back 
to  my  childhood,"  he  says.  "I  was 
always  the  most  competitive  in  sports. 
Why?  I  wanted  to  impress  people.  I 
didn't  do  it  because  God  wants  me  to 
do  it,  I  did  it  because  others  did.  1 
came  to  the  conclusion  that  1  should 
be  impressing  God  and  not  other 
people." 

Monaghan  sold  the  Rolls-Royce 
limousine  and  the  helicopter  and  halt- 
ed construction  on  a  $5  million 
house.  He  formed  a  group,  called 
Legatus,  of  fellow  Catholic  chief  ex- 
ecutive officers,  to  share  ideas  on  how 
to  strike  a  balance  between  running  a 
company  and  living  a  good  Christian 
life.  Now  four  years  old,  Legatus  has 
more  than  600  members  across  the 
country. 

At  Domino's,  business  was  slow 
early  in  the  year,  because  of  competi- 
tion and  recession,  but  it  has  since 
picked  up.  "We  lost  the  focus  while  I 
was  off  track,"  says  Monaghan. 

Deals  with  Burger  King  to  sell 
Domino's  Pizza  inside  the  fast-food 
oudets,  as  well  as  a  mall  concept  called 
Pizzazz!,  will  be  halted  as  Monaghan 
concentrates  on  Domino's  basic  busi- 
ness: delivering  pizza.  He  wants  bet- 
ter recruiting  and  training  programs 
and  better  site  selections. 

"It's  easy  to  get  distracted  from 
what's  important,"  says  Monaghan. 
"We  got  into  pan  pizza  and  a  lot  of 
other  stuff — we  even  started  growing 
our  own  mushrooms.  Those  were  all 
distractions  that  take  away  from  what 
we  do  best — delivery. "-John  Harris 


From  stables  to  greens 

Virginia  Mc;Knight  Bingkr  (which 
see),  heir-to  her  father's  3M  fortune, 
and  her  husband  James,  former  Hon- 
eywell chairman,  had  to  take  a  hard 
look  at  their  well  known  horse  stable, 
Tarton  Farms  in  Ocala,  Fla.,  back  in 
1987.  Tarton  was  started  in  19S8  by 
Virginia's  father,  William  McRnight, 
former  head  of  v^M.  It  prtxluced  its 


share  of  winners,  and  became  regard- 
ed by  some  as  one  of  the  country's 
best  horse-breeding  farms.  V^ginia 
inherited  it  in  1978. 

She  rarely  visited,  but  her  husband 
James  did.  Then,  in  1986,  new  tax 
laws  eliminated  much  of  the  tax-shel- 
ter value  of  breeding  horses.  Profits 
evaporated  from  the  industry'. 

In  1987  Binger,  always  a  clear- 
thinking  businessman,  sold  off  S30 
million  worth  of  Tarton  Farms' 
breeding  horses,  ahead  of  the  worst 
decline  in  horse  prices.  But  what  of 
Tarton  Farms  itself?  Other  horse 
farms  were  already  on  the  market,  and 
prices  were  falling.  He  was  receptive 
to  offers,  but,  says  Binger,  as  a  horse 
farm  Tarton  Farms  "isn't  property 
that  has  any  reason  to  be,  at  this 
point." 

Yet  the  land  is  still  potentially  valu- 
able. The  Bingers  have  formed  an 
investor  group  to  develop  Tarton 
Farms  into  upscale  homes  and  villas 
and  a  golf  course.  They  plan  to  dot  an 
initial  425  acres  (of  over  700)  with 
houses  and  fairways — "the  type  of 
change  desired  by  the  cit}'  fathers," 
comments  Binger,  75.  Bet  on  the 
Binger  fortune  to  make  it  to  the  next 
generation.       -Lisa  Coleman    ^M 


James  and 
Virginia  Binger 
Taxrefonn 
eliminated  their 
stable's  tax- 
shelter  benefits. 
Today's  plan: 
golf  and  homes. 
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Dealerscope  Merchandising  Products  of  the  Month 


Spectra  Merchandising  International,  Inc. 
YEP-100,  YEP-200,  YEP-300,  YEP-400 


Spectra  Merchandising  International,  Inc.  has 
introduced  an  exciting  new  line  of  electronic 
products  designed  exclusively  for  use  by 
children  under  the  IMA  YOUTHTRONICS 
banner.  Of  the  12  models  recently  introduced, 
those  already  available  include  the  YEP-100 
Walkie-Talkie  Set,  YEP-200  Personal  Stereo 
Cassette  Player  with  Headphones,  YEP-300 
Sing-Along  Cassette  Recorder,  and  YEP-400 
AM/F"TVI  Stereo  Cassette  Entertainment  System 
with  Detachable  Speakers  (pictured).  These 
units  are  manufactured  in  compliance  with  the 
ASTM  Standards  for  Toy  Safety,  in  accordance 
with  the  Consumer  Product  Safety 
Commission  guidelines  for  use  by  children. 
They  are  made  with  extensive  use  of  heavy 


ABS  plastic  for  maximum  durability  and  are 
virtually  indestructible.  All  feature  a  One- Year 
Limited  Warranty.  Suggested  Retail  Prices 
range  from  $14.99  to  $79.99.  For  further 
information,  contact  Mr.  Thomas  E.  Bishop, 
National  Sales  Manager,  Spectra 
Merchandising  International,  Inc.,  3425  N. 
Kimball  Ave.,  Chicago,  IL  60618-5505; 
(312)463-1030. 


Millenium 
Power  System 
ChargeManTw 
Rapid  Charger 

Power       this 

season's    gift 

giving  with  the  new 

ChargeMan'"  Rapid 

Charger  outfit  from 

the    Millenium 

Power    System. 

Including  a  3-5  hour 

charger  and  two  AA 

Millenium   Power 

Cells,  ChargeMan'^' 

is  a  perfect  companion 

for  personal  headset  stereos,  toys  and  photo 

accessories.   Call  1-800-CAN  POWR  for  the 

retailer  nearest  you. 


FUJIX  Video  Projector  —  P-40U 

Fuji  Photo  Film  U.S.A.,  Inc.'s  P-40U  is  an  ultra- 
compact  video  projector  weighing  less  than  a 
pound  and  is  slightly  larger  than  a  standard 
VHS  tape.  It  can  be  used  with  any  camcorder, 
VCR  or  video  disc  player  that  has  a  video 
output  terminal  to  project  an  image  up  to  40 
inches.  Fujix's  P-40U  has  a  suggested  retail 
price  of  $799.  For  more  ii\formation,  contact 
Customer  Relations,  Fiyi  Photo  Film  U.S.A., 
Inc.,  555  Taxter  Road, 
Elmsford,  NY  10523. 


L'Ancona  Model  B-lOO  AA^ 
Furniture 


Pioneer  Laser  Entertainment 
CLD-V820  Home  Entertainment  System 


Pioneer  Laser  Entertainment  incorporates 
digital  signal  processing  and  surround  sound 
capabilities  into  its  new  Laser  Karaoke 
combination  player,  model  CLD-V820.    The 


new  home  entertainment  system  allows 
consumers  to  eryoy  Laser  Karaoke  video  sing- 
along  at  home  and  play  all  sizes  of  compact 
discs  (CDs)  and  LaserDiscs  (LDs).  In  addition 
to  playing  the  over  1,000  Laser  Karaoke 
songs  available  on  disc,  the  new  player 
will  also  remove  the  vocal  tracks  from 
most  CDs.  The  CLD-V820  also  possesses 
such  features  as  two-sided  play,  and  a 
digital  signal  processor  that  creates  three 
different  .sound  environments  including  a 
concert  hall,  nightclub  and  outdoor  arena 


Model  B-lOO  (L'Ancona)  features  include 
European  quality  craftsmanship  and  styling 
manufactured  in  Italy;  all  metal,  heavy  gauge 
construction;  four  rolling  casters  for  easy 
moving;  high  impact  thermo  finish;  shipped  KD 
with  simple  assembly.  This  unit  is  designed  to 
hold  TV  monitors  up  to  25"  with  dimensions  of 
28''W  X  28  1/2"H  x  17  1/4''D.  For  the  name  of 
the  nearest  dealer,  call  BELL'OGGETTI, 
(908)  972-1333. 


Go  Video  Dual-Deck  VCR-2 

The  Dual-Deck  VCR-2  makes  tape  dubbing 
easy.  Make  perfect  copies  merely  by  inserting 
a  blank  tape  in  one  deck,  your  home  video  in 
another,  and  pressing  "Copy  Tape"!  Record 
two  different  shows  at  one  time;  record  the 
same  program  on  two  tapes  simultaneously; 
watch  a  pre-recorded  tape  while  taping  a  TV 
show;  edit  tapes  to  delete,  rearrange,  or 
combine  scenes  firom  deck  #1  onto  a  new  tape 
deck  #2.  VCR-2's  HQ-COPY  circuitry 
automatically  intervenes  to  adjust  color  and 
detail.  Copies  are  virtually  indistinguishable 
from  the  original.  VCR-2  also  offers  easy-to- 
follow,  on-screen  programming,  l6-event 
timer,  and  155-channeI  tuner.  Includes  intra- 
red  remote  that  controls  all  functions  from 
your  chair.  V669  VCR-2  —  $799.  Call  (800) 
622-522 1  for  more  information. 


^'/^c  co^ 


U^aiGTSCOpe        ^^  ^^  Marketing  Magazine  for 

MGr CnanCilSin^  consumer  Electronics  and  Major  Appliance  Retailers 


Editorial  Offices:   401  North  Broad  Street  •  Philadelphia,  PA  19108  •  (215)238-5300 


Land . . .  wbat  else  can  give  you  so  much  irieasnre  now  and  tor  jiears  to  comet 


T^e  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-coimtry  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  stan  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  1WJ9 
Ft.  Garland,  CO  81 133. 


Obtain  the  Property  Reporl  required  by  Federal  law  and  read  it  before  sinnnr ,  it  v  ■\ 

fudged  the  merits  or  value.  i(  any,  o(  this  property  Equal  Credit  and  Hoi  • 

statement  has  been  died  with  Ihe  Secretary  ol  Slate  ol  the  Slate  ot  Ne*  ^ 

o(  the  sale  or  lease  or  otter  (or  sale  or  lease  by  the  Secretary  of  S-  ■• — •-  ■• 

upon  the  merits  ol  such  offering   A  copy  of  the  offeiiny  stdti 

Ranches  NYA86  153  A  statement  ol  Record  tiled  with  the  N^  . 

tobeofferedloNew  Jersey  residents,  but  does  not  pass  upon  T;,  ri, -tilt.  01  vaijo  OLtan      ^   .. 

Offering  Statement  and  read  il  before  signing  anything  NJA  #606860(M  CO.  Florida  AD  20537 
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Don't  think  you  can  increase  your  yields  without  raising 
your  risk.  Mortgage-backed  obligations  are  credit  safe 
but  carry  major  market  risk. 

Good  yield, 
market  risk 


Ben  Weberman  is  a  columnist 
for  Forbes  magazine. 


Investors  searching  for  yields  to  re- 
place expiring  bond  and  money  mar- 
ket returns  arc  snapping  up  huge 
quantities  of  mortgage -backed  secu- 
rities. They  are  available  in  short-term 
forms  to  substitute  for  lower-yielding 
money  market  investments.  They  also 
come  in  intermediate-  and  long-term 
maturities  to  compete  with  U.S. 
Treasurys. 

Mortgage -backed  securities — is- 
sues collateralized  by  pools  of  mort- 
gages— come  in  several  varieties. 
Some  are  straightforward  pooled,  so- 
called  pass- through  obligations,  in 
which  the  investor  receives  all  interest 
and  principal  repayments  made  by  the 
holders  of  underlying  mortgages. 
Others  have  been  securitizcd  into  col- 
lateralized mortgage  obligations,  di- 
vided into  several  classes  of  issues  with 
stepped  priority  to  receive  interest 
and  principal  repayments.  Thus,  ma- 
turities can  be  short,  intermediate  or 
long  term.  Some  have  fixed  rates, 
others  are  adjustable. 

Mortgage-backed  securities  have 
great  credit  ratings.  Most  are  AAA  in 
quality,  the  highest  possible  obtain- 
able and  just  short  of  a  U.S.  Treasury 
obligation  in  quality  rating.  And  most 
of  them  carry  yields  of  about  80  to 


100  basis  points  above  Treasurys  of 
comparable  maturities. 

But  remember  that  interest  on 
mortgage -backed  securities  is  subject 
to  state  tax,  while  interest  on  Treasury 
debt  is  exempt  in  nearly  every  state.  So 
they  rnight  be  more  appropriate  for 
tax-deferred  accounts  such  as  Keoghs 
and  IRAS.  Moreover,  mortgage - 
backed  securities  also  carr)'  significant 
market  risk:  Their  values  can  rise  or 
fall  sharply  as  interest  rates  move. 
That  is  because  there  is  considerable 
uncertainty  about  when  the  mortgage 
pool  will  mature.  More  on  that  later. 

Probably  the  best  thing  to  stick  to  is 
the  plain-vanilla  variet)',  such  as  gnma 
30-year  pass-through  pools.  But  even 
in  this  circumstance,  it's  necessary  to 
distinguish  among  issues  by  coupon. 

The  average  life  of  the  issue  will 
depend  on  how  quickly  people  pay  off 
their  mortgages  and  what  rate  they're 
currendy  paying.  In  the  case  of  CMOs 
the  life  is  influenced  by  its  claim  priori- 
ty. People  obviously  tend  to  refinance 
when  rates  fall.  Current  mortgage 
rates  average  8%%.  Thus,  8%  gnmas, 
representing  a  pool  of  8^2%  mort- 
gages, are  likely  to  have  a  weighted 
average  life  of  9.4  years.  At  the  same 
time,  a  10%  GNMA  has  a  weighted 
average  life  of  7.4  years.  The  diflbr- 
ence  in  life  is  based  on  projected 
prepayments.  The  12%  gnma  has  a 
weighted  average  life  ofonly  4.7  years. 

Let's  look  at  price  and  yield  for  a 
fiirther  understanding  of  risk  and  re- 
turn. The  gnma  8%  series  trades  at 
98i%2  to  yield  8.35%,  while  the  10s 
sell  at  10631/32  to  yield  8.62%,  if  the 
projected  life  is  correct.  A  rush  of 
prepayments — which  is  quite  possible 
by  those  holding  c;nma  10V2%  mort- 
gages— would  shorten  the  period 
during  which  the  investment  may  be 


retained. 

More  im 
ments  an 
100,eventi. 

106^/32,    woulu 

loss  of  investor  pnii 

Laurence  Fink,  chic. 
Blackstone    Financial    Ma. 
would  therefore  advise  inves. 
stick     to     mortgage -backed     p. 
through  issues  earning  9%  coupons 
or  lower.   He   suggests  use  of  the 
relatively    new    type    of  short-term 
mortgage -backed  mutual  funds  as  a 
higher-yielding  alternative  to  money 
market  mutual  funds,  which  pay  only 
5.5%  or  less.  Blackstone  manages  two 
new    short-term    mortgage    mutual 
fijnds  to  sell  to  those  looking  for  more 
than  the  low  yields. 

One  is  the  Blackstone  Government 
Income  Trust  and  the  other  is  the 
Dean  Witter  Premier  Income  Trust. 
They  have  durations  of  two  and  three 
vears,  respectively,  and  offer  SHC  yields 
of7.5%and7.1%. 

Michael  Waldman,  managing  di- 
rector of  mortgage  research,  Salomon 
Brothers,  says  straightfor\\'ard 
planned  amortization  class  collateral- 
ized mortgage  obligations  (PAC 
CMOS),  are  worthwhile  for  invest- 
ment. A  CMO  is  created  by  redirecting 
the  cash  flow  of  interest  and  principal 
repayments.  Most  payments  are  di- 
rected first  to  the  shortest  tranche. 
When  that  has  been  redeemed,  the 
cash  flow  goes  to  the  next-shortest 
tranche.  And  so  on  until  all  have  been 
paid  oflf.  This  is  a  technique  for  giving 
mortgage  securities  a  more  predict- 
able maturity' . 

Short-term  mortgage  fiinds  are  a 
more  recent  phenomenon;  they  are  a 
compromise  between  an  intermedi- 
ate-term corporate  fijnd  and  a  day-to- 
day money  market  fiind.  A  lot  of  the 
new  short- mortgage  tnists  have  heaNA' 
portfolio  representation  of  .\rms — ad- 
justable-rate mortgages.  They  may 
also  have  short-maturit)'  fixed-rate 
CMO  tranches. 

Lewis  Ranieri,  who  heads  Hyperi- 
on Capital  Management,  recom- 
mends purchase  of  fiinds  that  have 
shorter  maturity  mortgage  issues. 
His  new  fiind,  the  Ranieri  Shearson 
Adjustable  Rate  U.S.  Government 
Fund  II,  has  a  duration  of  a  year,  a 
distribution  rate  of  7.79%  and  a  30- 
day  SEC  yield  of  8.32%.  j 
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lynamic  economy,  today's  winners  can  be 
lOrrow's  losers— and  vice  versa.  Here  are  a  couple 
losers  that  should  become  winners. 


Unloved  and 
undervalued 


BY  KENNETH  L  FISHER 


Kenneth  L.  Fisher  is  a  Woodside,  Calif. -based 
money  manager.  He  has  written  two  books:  The 
Wall  Street  Waltz  and  Super  Stocks. 

Each  year  some  folks  join  The 
Forbes  Four  Hundred,  and  others 
drop  off  it.  The  dropouts  fall  into 
three  main  groups.  First  are  the  Disas- 
ters. Donald  Trump  and  the  Hunt 
brothers  come  to  mind.  From  a  posi- 
tion most  folks  would  call  "having  it 
all,"  these  dropouts  shoot  big,  have 
big  egos  and  make  visible,  nondiversi- 
fied  and  risky  moves,  usually  on  lever- 
age, to  try  to  become  richer  than  rich. 
F^ventually  they  push  their  luck  too 
hard,  and  .  .  .  disaster  strikes.  Good- 
bye to  The  Four  Hundred. 

Then  comes  the  Slow  Bleeder  vari- 
ety of  dropout.  This  includes  most  of 
the  great  fortunes  of  the  early  20th 
century — the  "shirtsleeves  to  shirt- 
sleeves in  three  generations"  crowd. 
These  heirs  often  try  to  justify  their 
position  in  life  by  running  their  in- 
vestments without  any  real  know- 
how — usually  steering  their  assets  on 
a  different  route  from  Daddy's  so  they 
can  put  their  own  mark  on  their 
wealth,  making  it  "theirs." 

As  often  as  not,  these  people  are 
swayed  by  lavish  lives,  pride,  vanit)'  or 
social  issues  and  not  by  acumen.  Their 
wealth  dwindles  slowly  but  surely  and 
may  even  vanish. 


Finally  come  the  Passive — the  rich 
who  get  richer,  but  too  slowly  to  keep 
up  with  the  Joneses.  Tending  toward 
too  timid,  these  folks  won't  allow 
themselves  heavy  exposure  to  wealth- 
building  assets  for  fear  of  taking  a  risk. 
They  may  be  rich,  but  their  kids  prob- 
ably won't  be  after  inflation  and  taxes. 

What's  the  moral  here?  I  think  it  is 
quite  simple:  Stick  with  things  you 
know  and  understand  and  do  them 
aggressively  enough  so  you  can  keep 
up  with  the  Joneses.  If  you  want  to 
invest  outside  your  own  expertise  or 
don't  have  any  expertise,  get  profes- 
sional help  so  you  don't  one  day  find 
yourself  feeling  like  a  member  of  the 
formerly  rich. 

I  know  and  understand  stocks,  es- 
pecially smaller,  overlooked  and  un- 
derloved  value  stocks.  Here  are  a  few 
that  appeal  to  me  now: 

Outboard  Marine  (17),  the  recre- 
ational boat  and  motor  maker.  It's 
cheap  at  75%  of  book  value,  35%  of  its 
annual  revenue  and  about  7  times 
what  its  earnings  should  be  after  the 
recession  is  over.  It's  strong  in  its  basic 
business  and  in  excellent  financial 
condition.  But  the  real  surprise  is 
likely  to  be  growth,  which  almost  no 
one  expects.  As  the  baby  boomers 
become  middle -agers  in  the  1990s, 
the  market  for  big-ticket  recreational 
items  like  om's  should  grow  strongly. 

Which  is  the  same  reason  I  think 
recreational  vehicles  and  motor 
homes  should  do  better  in  the  1990s 
than  in  the  1980s.  Skyline  (15)  is  a 
stock  almost  no  one  expects  anything 
from.  It  has  been  flat  for  ten  years  and 
its  earnings,  like  those  of  ever\'one  in 
its  industn ,  got  bombed  in  the  reces 
sion.  Yet  I  think  the  1990s  will  be  tar 
kinder  to  Skyline  than  the  1980s 
were.      It     can     certainlv     finance 


growth — no  long-term  debt,  almost 
no  short-term  debt  and  SI  10  million 
in  cash.  Yet  the  whole  company  sells 
for  a  price  tag  of  only  SI  50  million.  I 
think  it  should  easily  double  by  1995. 

As  Rodney  Dangerfield  would  say: 
5C7  Systems  {7^  o-t-c)  gets  no  respect. 
But  I  think  it  should.  It  is  the  leading 
circuit  board  "stuffer"  for  the  com- 
puter industn' — which  has  had  rough 
times  just  lately.  But  the  computer 
industry's  growth  will  come  back. 
The  stock  has  been  hurt  by  the  per- 
ception among  some  investors  that 
SCI  Systems'  chief  executive,  Olin  B. 
King,  is  no  darn  good — self-centered 
and  dictatorial — and  that  no  one 
worth  his  salt  wants  to  work  for  him. 

So,  they  think  chief  operating  offi- 
cer Eugene  A.  Sapp  is  some  sort  of  sap 
just  for  being  there.  I  disagree.  Sapp  is 
an  excellent  executive  and  I  think 
King  is  a  major  asset,  not  a  liabilit)'. 
His  customers  tell  me  no  one  is  better 
in  the  business  than  King,  and  while, 
yes,  he  has  had  a  lot  of  employee 
turnover,  that  hasn't  stopped  him 
from  growing  the  firm  tenfold  in  size 
since  "1982. 

I  think  the  real  reason  so-called 
sophisticated  investors  don't  like  sci 
is  that  the  stock  isn't  any  higher  than  it 
was  in  1982,  when  they  were  over- 
valuing King  and  his  crew  at  2  times 
annual  revenue  and  5  times  Ixxik 
value.  They  got  bagged — they  did  it 
to  themselves.  They  think  the  same 
guy  and  firm,  1 0  times  larger,  are  now 
worth  only  15%  of  re\cnue,  75%  of 
bcuik  value  and  about  7  times  what  SCI 
will  earn  after  the  recession  is  historv'. 

This  mispercepiitMi  on  the  part  of 
some  in\  estors  creates  an  t>piHirtunit)" 
for  others.  sc:i  Systems  is  in  a  far 
striMiger  positi(Mi  today  than  it  was  in 
1982,  b\  \irtuall\  an\  measure.      ^ 
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METEK,  INC.  N 

AMETEK  RAISES  THIRO  QUARTER  DIVIDEND, 

MARKS  42ND  CONSECUTIVE  YEARLY  INCREASE 

New  York,  NY — The  board  of  directors  of  AMETEK,  Inc. 
/sa-AME)  has  declared  an  increase  in  the  industrial 
inufacturer's  quarterly  dividend,  raising  the  third  quar- 
s  payout  to  17  cents  per  share  from  the  previous  quarterly 
:e  of  16  cents  per  share. 

The  increase,  to  an  indicated  annual  rate  of  68  cents  per 
ue,  makes  1991  the  forty-second  consecutive  year  in 
oh  AMETEK  has  increased  its  dividend  payments  to 
ckholders,  a  unique  record  among  New  York  Stock 
change-listed  industrial  manufacturers,  according  to  the 
jmpany's  president  and  chief  executive  officer,  Walter  E. 

Slankley.  "Beginning  in  1950.  AMETEK  has  increased  its  total 

cash  payments  to  its  stockholders  every  year,"  Mr.  Blankley 

said. 
The  increased  third  quarter  dividend  of  17  cents  per  share 

IS  payable  on  September  30  to  stockholders  of  record 

September  16,  1991. 
(Contact:  Darrah  Ribble,  AMETEK,  INC.,  Station  Square 

Two,  Paoli,  PA  19301.  Phone:  (215)  647-2121.) 


CLEARLY  CANADIAN  BEVERAGE  CORPORATION  0-V 

«      ANNOUNCES  FOURTH  QUARTER  AND  YEAR  END  RESULTS 

FISCAL  1991  EARNINGS  PER  SHARE  OF  $0.51 
VANCOUVER,  B.C.,  AUGUST  28,  1991— CLEARLY  CANADIAN 
BEVERAGE  CORPORATION  (NASDAQ  Symbol:  CLCDF;  VSE 
Symbol:  CLV)  today  announced  results  for  the  fourth  quarter 
and  year  ended  June  30, 1991. 

Sales  for  the  fourth  quarter  ended  June  30, 1991  increased 
286%  to  US  $26,312,201  compared  to  US  $6,824,725 
reported  in  the  fourth  quarter  of  fiscal  1990.  For  the  fourth 
quarter  of  fiscal  1991,  the  Company  reported  net  income  of 
US  $2,756,181  or  US  $0.24  per  share,  compared  with  net 
income  of  US  $21,957  or  US  $0.00  per  share,  reported  in  the 
comparable  quarter  of  fiscal  1990. 

For  the  year  ended  June  30, 1991 ,  sales  increased  252%  to 
US  $61,197,443  compared  to  US  $17,372,812  reported  in 
fiscal  1990.  The  Company  reported  net  income  of  US 
$5,910,171  or  US  $0.51  per  share.  During  fiscal  1990,  the 
Company  reported  a  net  loss  of  US  $1,208,243  or  US  $0.13 
per  share. 

Douglas  L.  Mason.  President  of  CLEARLY  CANADIAN 
BEVERAGE  CORPORATION,  stated,  "During  fiscal  1991,  we 
achieved  our  goal  of  completing  the  distribution  network  in 
the  United  States.  This  achievement,  coupled  with  height- 
ened consumer  demand  for  our  product  in  established  areas, 
enabled  the  Company  to  attain  record  revenues  and  our  first 
fiscal  year  of  profitability." 

"Demand  for  Clearly  Canadian  remains  strong,  a  trend  we 
believe  will  continue  during  fiscal  1992  as  we  increase  our 
advertising  and  promotional  activities,"  Mason  continued. 
"Management  will  also  direct  its  attention  to  expanding 
international  awareness  of  the  brand.  These  activities  will  be 
funded  in  part  by  the  proceeds  of  our  recently  completed 
financing.  We  remain  confident  that  fiscal  1992  will  be 
another  record  year  for  the  Company." 

CLEARLY  CANADIAN  BEVERAGE  CORPORATION,  produces 
and  markets  Clearly  Canadian'"  a  line  of  natural  and 
flavored  sparkling  mineral  waters.  Through  distribution 
agreements.  Clearly  Canadian"  is  sold  throughout  the 
United  States,  Canada.  Japan  and  England. 


For  more  information  or  the  company's  annual  report, 
contact:  Daniel  B.  Evans.  Director  of  Investor  Relations, 
Clearly  Canadian  Beverage  Corp.,  1700-355  Burrard  Street, 
Vancouver,  B.C.  Canada  V6C  2G8.  Phone  (604)  683-0312. 


TJ  SYSTEMS  CORPORATION  0 

TJ  Systems  Earns  $592,580  For  Second  Quarter; 
$923,513  For  First  Six  Months 
HAUPPAUGE.  NY— August  9,  1991— TJ  Systems  Corpo- 
ration (NASDAQ:  TJSY)  announced  today  that  it  earned 
$592,580,j)r  12-cents  per  share,  on  revenue  of  $3,945,492 
for  its  second  quarter  ending  June  30.  1991  compared  to 
earnings  of  $62,732,  or  two  cents  per  share,  on  revenue  of 
$2,666,523  for  the  same  period  last  year.  The  company 
said  it  earned  $923,513  or  24-cents  per  share,  on  revenue 


of  $6,211,399  for  the  six  months  also  ending  June  3( 
1991.  compared  to  earnings  of  $613,494,  or  20-cents  o 
revenue  of  $6,211,433  for  the  same  period  a  year  ago.   i 

Theodore  J.  Orlando,  TJ  Systems'  president  said,  "We  ar 
pleased  with  the  second  quarter  results,  especially  whe 
they  are  compared  to  our  first  quarter  numbers.  Reveni 
increased  from  $2,265,907  to  $3,945,492.  an  increase 
$1,679,585  or  74  percent,  and  earnings  increased  fori 
$330,933  to  $592,580.  an  increase  of  $261,647  or  7 
percent." 

The  company  said  its  per  share  calculations  were  base 
on  a  "weighted  average,"  using  3,000,000  shares  for  z 
periods  in  1990,  3,008,482  for  the  first  quarter,  4,847,24 
for  the  second  quarter,  and  3,909.893  for  the  first  s 
months  of  1991.  The  company  said  it  has  6,919.137  tot 
shares  outstanding  on  August  9,  1991. 

(Contact:  Edward  Williamson,  Williamson  &  Associate 
800-992-6616. 
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w  T  he  first  event  is  the  United  States'  decisive  rejection 
or  die  isolationism  that  dominated  its  policymaking  in  the 
1 930s  and  1970s.  The  Persian  Gulf  war  sent  an  unmistak- 
able message:  We  won't  tolerate  aggression  that  threatens 
our  national  interests. 

In  peacetime,  we  can't  abandon  our  resolve.  If  the  U.S. 
withdraws  from  the  world,  evil  wins.  Our  responsibility 
isn't,  of  course,  to  be  the  world's  policeman;  it  is  to  be  the 
leader  of  the  free  world.  We  must  fulfill  that  responsibility 
by  encouraging  other  nations  to  adopt  freer  political  and 
economic  institutions  and  by  resisting  encroachments 
upon  our  own  liberty — at  home  and  abroad. 

■  The  second  event  that  is  helping  to  create  a  new 
world  order  is  the  high-tech  revolution.  Most  people 
regard  technolog)'  as  an  enemy  of  individual  freedom.  In 
reality,  technology  is  the  mortal  enemy  of  tyrants  and 
bureaucrats;  it  doesn't  suppress  ordinary  people — it  frees 
them  from  centralized  control  and  gives  them  unprece- 
dented power  over  their  own  destinies. 

As  George  Gilder,  Warren  Brookes  and  others  have 
pointed  out,  the  computer  chip  is  the  symbol  of  the  new 
liberating  technology  of  the  late  20th  century.  This  tiny 
invention,  made  of  "worthless"  sand,  is  extending  the 
reach  of  the  human  brain  the  way  machines  extended  the 
reach  of  human  muscle  150  years  ago. 

Superficially,  we  still  think  of  wealth  as  land,  as  piles  of 
gold,  as  material  goods,  and,  not  so  long  ago,  as  slaves  and 
serfs.  But  wealth  is  intangible.  What  is  oil,  for  instance.^  It  is 
simply  black  ooze.  You  can't  even  feed  it  to  camels.  What 
makes  oil  valuable  is  human  ingenuit)^  Similarly,  it  is  not 
the  pieces  of  the  computer  chip  per  se  but  the  uses  to  which 
you  can  put  them  that  make  for  real  wealth. 

■  The  third  event  is  the  failure  of  centralized  govern- 
ment. Everv^where,  communist  and  other  totalitarian 
governments  are  losing  control.  As  their  citizens  get  a 
litde  taste  of  freedom,  they  want  more.  Even  in  the  most 
closed  societies  a  person  can  fax  written  documents, 
receive  satellite  communications  and  transfer  billions  of 
dollars  in  an  instant  via  computer — in  such  an  environ- 
ment, how  can  repressive  regimes  do  more  than  postpone 
their  own  inevitable  collapse? 

It  comes  down  to  a  simple  choice:  Nations  can  imitate 
the  U.S.  and  adopt  freer  political  and  economic  institu- 
tions or  they  can  continue,  for  a  limited  time,  down  the 
old  path  of  slavery'  and  dictatorship. 

Another  thing  to  remember  about  the  new  world  order 
is  that  it  will  not  bring  about  political  unity;  it  is  quite 
likely,  in  fact,  that  we  will  see  political  disintegration  at 
the  same  time  that  we  see  more  economic  integration. 

In  Western  Europe,  economic  integration  is  imminent, 
but  political  integration  is  as  unrealistic  as  it  is  undesirable. 
Britain's  former  Prime  Minister  Margaret  Thatcher  fought 
against  the  kind  of  political  unification  and  bureaucratiza 
tion  that  they  had  in  mind  in  Brussels,  and  her  firm  stance 
appears  to  be  paying  off  now  that  her  successor,  Mr. 
Major,  has  appeared  on  stage  making  polite,  soothing 
noises  but  essentially  carrying  on  the  same  policies. 

In  the  vSoviet  Union  there  are  signs  that  meaningful 
economic  integration  is  on  the  way.  The  Baltic  countries, 
the  Ukraine  and  other  regions  may  follow  the  example 
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Finland  set  in  19 1 7  when  it  broke  away  from  the  Russian 
empire.  Today,  Finland,  with  fewer  than  6  million  people, 
is  one  of  the  more  prosperous  countries  in  the  West.  In  the 
new  world  order,  any  country — no  matter  how  small  or 
downtrodden — can  achieve  prosperity'. 

Requirements  for  Prosperity 

Whether  it  is  Eastern  or  Western  Europe,  Latin  America, 
the  Soviet  Union,  Asia  or  anywhere,  there  are  four  basic 
requirements  that  must  be  met  if  prosperity'  is  to  be 
achieved.  They  are  amazingly  simple,  but  all  too  often  the 
experts,  from  policymakers  to  economists,  ignore  them: 

■  The  first  requirement  is  that  a  countn,'  must  have  a 
sound  currency.  The  Soviet  Union's  desperate  attempt  to 
implement  perestrcika  proved  that  a  sound  currency'  isn't 
merely  an  option;  virtually  ever}'  Soviet  economic  reform 
failed.  Why?  Because  rubles  are  worthless. 

Germany,  lapan  and  Italy  were  in  just  such  a  state  of 
collapse  after  World  War  II,  but  their  miraculous  eco- 
nomic recoveries  were  all  preceded  by  currenc)'  reform. 
Unfortunately,  how  this  postwar  miracle  was  achie\ed  has 
been  all  but  forgotten.  Today,  cenTalized  organizations 
like  the  International  Monetary'  Fund  and  the  World 
Bank  typically  encourage  currency  devaluations  (and 
hence,  inflation)  and  disastrous  fiscal  policies. 

■  The  second  requirement  is  low  taxes  and  tariffs. 
Germany  and  lapan  reduced  their  tax  rates  in  the  late 
1940s  and  early  1950s,  and  Korea  did  so  in  the  1960s — 
all  saw  their  GNP  rise  dramatically.  Hong  Kong  is  also  an 
outstanding  example  of  what  such  incentives  can  do  to 
create  new  wealth  and  a  booming  economy.  High  taxes 
and  high  tariffs  don't  create  wealth — they  destroy  it. 

■  The  third  requirement  is  legally  protected  property' 
rights.  The  right  to  buy,  hold  and  sell  propert>'  lies  at  the 
heart  of  all  economic  activity'.  WTiat  about  a  debt-ridden 
country  like  Mexico  that  is  sitting  upon  vast  reser\es  of  oil: 
Why  didn't  it  prosper?  Because  nationalized  and  semi- 
nationalized  companies  control  oil  production,  just  as 
they  control  most  of  Mexico's  natural  resources.  Who 
wants  to  drill  for  oil  when  it  will  be  seized  by  the  state? 

■  The  fourth  requirement  is  minimal  bureaucratic  bar- 
riers for  setting  up  and  operating  businesses.  Many  coun- 
tries penalize  the  would-be  entrepreneurs,  who  are  the 
backbone  of  any  prosperous  economy.  Some,  like  the 
U.S.,  which  is  gradually  tightening  the  noose  around  the 
neck  of  its  small  businessmen,  need  to  deregulate;  some, 
as  the  Soviet  Union  [is  tr>ing  to  do],  need  to  completely 
restructure  their  economies  in  order  to  allow  any  degree 
of  meaningful  market  activity-. 

Nowhere  is  the  need  to  implement  these  basic  require- 
ments greater,  how  ever,  than  in  the  Third  World.  It  is  not 
capitalism  but  their  governments'  refusal  to  adopt  sound 
currencies,  low  taxes  and  tariff,  property-  rights  and 
minimum  bureaucratic  interference  that  condemns  Third 
World  nations  to  po\err\-,  debt  and  stagnation. 

If  vou  look  at  the  debt  burdens  of  Brazil  and  Mexico,  it 
is  not  their  level  of  indebtedness  that  is  the  real  problem. 
It  is  that  thev  are  overbureaucrati/ed,  ovenaxed  and 
overregulated. 

One  countr\  doesn't  need  to  exactly  imitate  another  to 
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succeed.  Not  all  prosperous  Third  World  nations  are 
identical,  and  not  all  have  the  same  degree  of  political  and 
economic  freedom.  Look  at  the  "tigers"  of  the  Pacific 
Rim — Hong  Kong,  Taiwan,  South  Korea  and  Singa- 
pore— they  operate  in  ver>'  different  ways  even  though 
they  share  a  general  commitment  to  free  market  policies. 

What  gains  has  the  emerging  new  world  order  brought 
for  the  Third  World  thus  far.'  Let's  turn  again  to  Latin 
America.  For  over  three  centuries  Latin  America  has 
suffered  under  the  yoke  of  economic  feudalism — you  also 
see  it  in  Africa,  the  Middle  East  and  the  Soviet  Union 
where  it  goes  by  a  different  name:  socialism.  But  in 
Mexico  the  Salinas  government  is  reducing  trade  barriers 
and  economic  regulations  and  is  reforming  the  tax  code. 
That's  why  Mexico  is  now  growing  at  a  rate  it  hasn't  seen 
in  ten  years. 

When  the  U.S. /Mexico  fi-ee  trade  agreement  is  signed, 
other  countries  will  undoubtedly  seek  to  join  the  new  free 
trade  zone,  and  there's  no  reason  Latin  America  couldn't 
be  experiencing  growth  rates  comparable  with  the  Pacific 
Rim's  by  the  end  of  the  decade.  A  number  of  Latin 
American  countries  are  readying  themselves  for  just  such 
an  economic  miracle:  Chile,  Venezuela,  Brazil  and  Peru. 

Lessons 

While  the  new  world  order  continues  to  develop  abroad, 
it  has  had  some  setbacks  in  the  U.S.  But,  despite  a  poor 
start  in  the  beginning  of  this  decade,  we  should  enjoy  one 
of  the  most  productive  periods  in  our  economic  histor\'. 

The  recent  recession  was  one  of  the  most  unnecessary 
downturns  of  the  postwar  era.  It  was  not  preceded  by 
inflation  or  by  a  rapid  rise  in  inventories,  and  it  wasn't 
brought  on  merely  by  the  Persian  Gulf  war.  Three  major 
mistakes  are  to  blame.  First,  the  Federal  Reser\'e  kept 
interest  rates  too  high  too  long.  When  the  economy  was 
booming  several  years  ago,  the  Fed  decided  to  raise 
interest  rates  with  the  express  purpose  of  slowing  it  down. 
That's  the  proper  way,  according  to  the  collective  wis- 
dom of  all  central  bankers,  to  fight  inflation. 

Compounding  that  error  was  a  second  one:  a  regula- 
tor)' reign  of  terror  unleashed  by  politicians  and  lawyers  in 
the  aftermath  of  the  S&L  and  junk  bond  scandals.  As  a 
result,  many  institutions  were  suddenly  unable  or  unwill- 
ing to  lend  to  otherwise  creditworthy  customers.  And 
then  the  U.S.  Treasury'  Department  went  on  one  of  its 
periodic  binges  tning  to  knock  the  value  of  the  dollar 
down.  Not  surprisingly,  the  dollar  fell,  unable  to  recover 
until  the  bureaucrats  backed  off  earlier  this  year. 

The  third  mistake  was  even  more  damaging.  With  an 
exquisite  sense  of  timing,  our  leaders  in  Washington 
decided,  just  as  we  were  slipping  into  a  recession,  to  call  for 
a  big  tax.  increase.  States  and  municipalities  have  been 
doing  the  same,  contributing  to  a  thus  entirely  avoidable 
economic  downturn.  Congress  also  failed  to  pass  a  capital 
gains  tax  cut.  The  rate  that  we  have  now — one  of  the 
highest  in  the  world — keeps  money  locked  into  old  invest- 
ments, stalls  innovation  and  new  technology  and  kills  off 
thousands  of  potentially  successftil  small  businesses. 

We  need  to  practice  what  we  preach  about  free  markets 
and  pay  more  atf.:ntion  to  the  four  basic  requirements  for 


prosperity'  in  the  new  world  order.  That's  where  we  can 
have  an  impKjrtant  impact  by  reminding  our  families, 
friends,  local  communities  and  state  and  national  represen- 
tatives that  freedom,  not  more  state  control,  is  the  key  to 
the  future.  Here  are  two  examples  of  realizable  reforms  (we 
can  substitute  many  others)  that  we  can  start  pushing  for 
right  now.  ( 1 )  Congressmen  should  be  forced  to  obey  the 
laws  that  they  pass  for  the  rest  of  us.  They  are  exempt  from 
some  very  basic  ones.  (2)  We  can  help  limit  government 
spending  by  pressuring  the  states  to  adopt  privatization 
programs  that  return  basic  services  to  the  private  sector. 

These  are  flanking  movements  rather  than  trench  war- 
fare. And  they  are  more  likely  to  succeed  than,  say,  trying 
to  slash  Social  Security'  or  the  entire  domestic  budget. 
And  they  do  affect  larger  issues. 

What  about  the  "underclass"  in  America.'  It  is  largely 
concentrated  in  the  inner  cities  and,  depending  on  whose 
numbers  you  believe,  ranges  from  5%  to  12%  of  the 
population.  Jack  Kemp  argues  that  while  we  have  a  free 
market  economy  for  about  90%  of  the  population,  we  have 
a  Soviet-st)'le  economy  for  this  underclass.  Economic  in- 
centives for  getting  out  of  it  are  few.  You  lose  a  lot  of  ben- 
efits. The  effective  tax  rate  if  you  start  to  earn  an  indepen- 
dent living  can  be  90%  to  100%.  And  the  rules  about  what 
you  can  do  ^\^th  your  own  money  are  severely  restrictive. 

The  problems  of  the  underclass  and  of  our  secular, 
often  nihilistic  culture  may  encourage  a  moral  rex'ival  in 
the  1990s.  In  1830  the  U.S.  suffered  from  a  per  capita 
drinking  rate  several  times  higher  than  it  is  today.  Then 
came  Temperance,  and,  unlike  Prohibition,  it  was  a 
voluntan,',  religiously  inspired  movement.  Ten  years  after 
it  began,  the  per  capita  drinking  rate  was  halved. 

Clearly,  people  do  respond  to  moral  messages.  Today 
it's  no  longer  an  "in"  thing  in  most  circles  to  smoke  pot 
or  shoot  up.  The  exception  is  in  the  irmer  cities  where 
heav)'  drug  use  can  be  linked  to  economic  deprivation 
and,  most  important,  to  the  lack  of  moral  instruction  that 
families  and  churches  can  provide. 

At  the  very  least  in  any  moral  revival,  you  can  give  people 
responsibility' — most  of  them  eventually  respond  to  it.  For 
those  who  claim  the  underclass  can't  accept  much  respon- 
sibility' because  they  can't  compete  in  a  world  where  there  is 
so  much  social  injustice  or  because  of  cultural/racial 
barriers,  there  is  plent\'  of  evidence  to  suggest  otherwise. 

A  hundred  and  fift\'  years  ago,  the  Catholic  Church 
sought  to  improve  the  deplorable  condition  of  Irish 
immigrants  in  the  cities.  The  acknowledged  experts 
claimed  that  the  Irish  were  too  backward,  too  ignorant  and 
"very  poor  human  material."  They  were  wrong.  When 
people  want  to  get  ahead,  it's  amazing  the  skills  they  can 
acquire.  In  the  Persian  Gulf,  our  enlisted  men  and  women, 
many  of  them  18-  to  20-year-olds,  learned  to  handle 
sophisticated  equipment  and  pull  off  complex,  demanding 
militar\'  maneuvers — and  23%  of  them  were  black. 

There  are  many  other  examples  that  prove  the  same 
point  here  and  around  the  globe.  A  restoration  of  moral 
values  is  possible  for  all  people,  not  just  for  the  privileged, 
not  just  for  members  of  one  racial  or  ethnic  group  or  of  one 
nation.  Of  everything  the  new  world  order  offers,  this  is 
perhaps  the  most  important  blessing  of  all.  ■■ 
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Ix)e\vs,  178,  215 
Luiik,  86 

Ixirimar  Telepictures,  170 
Ix)s  Angeles  Daily  News,  184 
I-os  Angeles  Herald  Examiner,  170 
Ix)s  Angeles  Kings,  56 
Ix)s  Angeles  Lakers,  56,   184 
Ix)tus  nevclopment,  318 
Ix)uisville  rimes,  275 
LTV,  286 
Lucky  Stores,  234 
William  Lvon,  253 


M  I  lie,  38 

MacAndrews  &  Forbes,  162 
Mack,  286 

MacMillan  Intormaiion,  269 
Macmillan,  162 
Macromedia,  262 
R.H.Macy,  340 
Magnum  Marine,  338 
Manulactureis  Hanover  Kank,  244 
252,  260 


Manufacturers  Trust,  332 
Marathon  Oil,  168,  254 
Marc  Rich,  196 
Marion  Merrcll  Dow,  208 
Maritz,  246 
Marmon  Ciroup,  156 
Marriott,  259,  286,  304 
Mars,  160 

Marshalltown  (Iowa)  Times- 
Republican,  287 
Marvel  Entertainment,  162 
Masco,  270 
Masco  Industries,  270 
Mastic  Tile,  287 
Material  Service,  102,   164 
Matsushita,  196 
Matsushita  Electric,  250 
MBNA,  269 
MCA  (Matsushita),  304 
McCall  Pattern,  254 
McCaw  Cellular 

Communications,  234,  283,  294 
McClatchy  Newspapers,  286 
McDonald's,  188,  234,  304 
McDonnell  Douglas,  196 
McGraw-Hill,  286 
MCI,  151,  318 
Mead  Data  Central,  318 
MEI,  208 

Mellon  Bank,  200,  286 
Mercantile  Stores,  224 
Merchandise  Mart/Apparel 

Center,  34 
Metro  Mobile  CTS,  224 
Metromedia,  150 
MGM  Grand  Hotel,  195,  304 
MGM-Pathe  C'ommunications,  152 

170,   195,  304 
Miami  Dolphins,  270 
Miami  Heat,  156 
Micron,  234 
Micron  Technology,  38 
Microsoft,  38,  86,  150 

152,  200,  318 
Midwest  Television,  264 
Miller  Brewing 

(Philip  Morris),  278 
Herman  Miller,  34 
Miller- Davis,  170 
Milliken,  224 
Milstein  Properties,  287 
Minnest)ta  Mining 

&  Manutacturing,  265,  342 
Minnesota  Northstars,  281 
Minnesota  Twins,  208 
Minnesota  Vikmgs,  208 
Mitchell  Energy 

&  Development,  218,  304 
Mitsubishi,  178 

Mobil,  184,  247,  253,  292,  296 
Mok\,  242 
Monsanto,  292 


Montana  Rail  Link,  228 
Montgomery  Ward,  247 
Moody  National  Bank,  242 
Morgan  Stanley,  184 
Morris  Communications,  253 
Motel  6, 238 

Motorola,  145,  250,  304 
Mountain  Capital,  253 
Mountleigh  Group,  222 
Murphy  Oil,  287 
Muzak,  212 


Nashville  Network,  180 

National  Amusements,  86,  152 

National  Can,  222 

National  Coach  Engineers,  328 

National  Health  Laboratories,  162 

National  Reinsurance,  162 

National  Review,  38 

NBC  (GE),  137,  241 

NCNB,246,  258 

Neiman  Marcus  Group,  238 

Nestle,  294 

New  England  Business,  232 

New  Republic,  278 

New  York  Giants,  178 

New  York  Jets,  212 

New  York  Post,  300 

New  York  Times,  62 ,  1 06 

New  York  Times,  278,  294 

New  York  Tribune,  137 

New  York  Tribune,  286 

News  Corp,  180,  241 

Newsweek  (Washington  Post),  280 

Next,  86,  253 

A.C.  Nielsen,  304 

Nike,  168,  216,  304 

Nippon  Yusen  Kaisha,  184 

Nomura  Research,  212,  359 

Nordstrom,  287 

Norfolk  &  Southern,  272 

Norrell,  332 

Northern  Pacific  Railroad,  106 

Northern  Trust,  293 

Norwegian  Caribbean  Lines,  1 56 

Nupro,218 

Nutri/System,  259 

NVE,  304 

NWA,  170 


Oakland  Athletics,  206 
Occidental  Petroleum,  IdS 
Ogdcn,241 

Oklahoma  Publishing,  180 
Olvmpia  &  York,  16 
Oracle  Systems.  38,  249 
Orion  Pictures.  150.  252 
Oaa  Energv.288 
Outboard  Marine,  ,^46 
Outrigger  Hotel.  283 


Owens-Illinois,  238 
Oxbow,  232 


Paccar,  288 

Pacific  Design  Center,  34 

R.B  Pamplin,  262 

Pan  Am,  222 

Panasonic,  86 

Panavision,  212 

Park  (Communications,  228 

Parsons  &  Whittemore,  249 

Payless  Drug  Stores  (  Kmart  j,  234 

Pcchiney,  222 

Pennsylvania 

Engineering,  304 
Penn  Mutual  Life  Insurance,  256 
J.C.  Penney,  150 
Pennington  Oil,  252 
Pennzoil,  168,  249,  253 
Penrod  Dnlling,  86,  250 
Penthouse  International,  260 
People,  38 

PepsiCo,  212,  238,  240 
Pel  Jue  Farms,  300,  303 
Perelman,  Linder,  Peltz,  208 
Perot  Systems,  1 56 
Petersen  Publishmg,  265 
Petne  Stores,  184.  304 
Phibro,  196 

Philadelphia  Phillies,  247 
Philip  Moms,  258,  264 
Phillips  Petroleum,  258 
Pic  'N'  Save,  304 
Piggly  VViggly,  283 
Ping,  302 
Pitcaim  Financial  Management 

Group,  288 

Pitkin  Counr\  Bank,  340 
Pittsburgh  Coke  &  (Chemical,  151 
Pittsburgh  Penguins,  164 
Polo  Ralph  Lauren,  212 
H.K.  Poncr.  269 
Portland  Trail  Bla/ers,  152 
PPG  Industries,  288 
Premier  Industnol,  248.  304 
Pncc,  254 

Price  Watcrhouse,  81,   168,  232 
Prime  Network,  303 
Prime  Ticket,  298.  303 
Pnt/ktT&  Prit/kcr.  156 
PriKter  &  Gamble.  l62.   188 

200,  228.  258.  :W 
Progrcs-sixT,  269 
Pnidcntial  Insuratue  ».  o 

ot Wnicrica.  98 
Puhliv  Sufxr  .Markets.  283 
Pulit/cr  !\iWishing.  288 
P\ramid.  260 


Quantum  FuihI,  |95 
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Quintann  Petroleum,  280 


Rjdisson  Hotels,  188 
Ralston  Purina,  225 
Rancho  Santa  Margarita,  264 
Reebok  International,  168,  216 
Reinhart  Institutional  Foods,  248 
Reinhart  Investments,  248 
Reliance  Insurance,  260 
Renficid  Importers,  34 
Republic  National  Bank 

of  New  York,  106 
Reserve  Life  Insurance,  292 
Resnick  &  Sons,  267 
Revlon,  162 
Rich  Products,  244 
Ridge  well's,  49 
Riggs  National  Bank,  247 
Rio  Grande  Industries,  184 
River  Cit)',  246 
Riviera  Casino,  300 
RJR  Nabisco  Holdings,  238,  258 
A.H.Robins,  304 
Rochester  Savings  Bank,  106 
Rockefeller  ("enter  Properties,  98 
Rockefeller  Group,  178 
Rockwell  International,  31 
Rohm  &  Haas,  234 
Roldiva,  225 

Rollins  C'ommunications,  196 
Rollins,  196,  304 
Rolls-  Royce  Motor  C",ars 

(Vickers),  14,  86 
Rose  Associates,  292 
Rosewood,  228 
Roy  Rogers  Restaurants 

(Marriott),  286 

Royal  Garibbean  Gruise  Lines,  156 
RI'G  Knerg>  SerNices.  196 
Rudin  Management,  218 
Russell  Stover  Candies,  242 
Rvan  Homes,  265 


Saatchi  &  Saatchi,  178 
Safeway  Stores,  196,  234,  2.38 
Salomon,  137,  151,  267,  345 
Sammons  Enterprises,  292 
San  Diego  ("hargers,  235 
San  Diego  Padres,  188 
San  Francisco  49ers,  164 
San  Francisco  Chronicle,  300 
San  Francisco  Giants,  235 
San  Jose  Jet  Center,  212 
Santa  Fe  Pacific,  16,  244 
Faye/.  Sarofim,  258 
Saturday  F.vminfl  Post,  86 
B.F.  Saul  Real  F^state  hnestment 
Trust,  259 
Scaife  Newspapers,  225 
Schcrinn  Plough,  254 


Schlumberger,  280,  304 

Schwan  Sales  Hnterprises,  195 

SCI  Systems,  346 

Scripps  Howard,  292 

Seagram,  156 

SeaLand,  180 

Sears,  Roebuck,  247,  292 

Seattle  Mariners,  269 

Seattle  Seahawks,  256 

Sequa,  238 

Sequoia  Ventures,  168 

Shamrock  Holdings,  235 

Shearson- Lehman,  347 

Shelby  Cullom  Davis,  224 

Shell  Oil,  324 

Shops  at  the  Mart,  34 

Sigmor,  304 

Signal  Oil,  225 

Sikorsky,  359 

Simpson  Timber,  288 

Singer  Manufacturing,  278 

Singer,  235 

Sky  ("hannel,  264 

Skyline,  346 

Smith's  Food  &  Drug  Centers,  293 

SohoOil,  121 

Sony,  86,  241 

Sotheby's  Holdings,  49,  218 

256,  292 
South  Coast  Plaza,  293 
South  Jersey  Yacht  Sales,  14 
Southeast  Toyota  Distributors,  12 
CD.  Spangler  Construction,  258 
A.G.  Spanos  Construction,  235 
Sports  Fantasy,  294 
Standard  Oil,  268,  290 
Staples,  318 

Staten  Island  Advance,  152 
Steelcase,  282,  288 
Stephens,  238 
Storcr  Communications 

(SCI  Holdings),  238 
Stroh  Brewer\',  293 
Stiykcr,  294 
Sunoco,  288 

Superior  Oil,  253,  304,  324 
Swig,  Weiler  &  Arnow,  294 
Synovus  Financial,  294 
Syntex,  102,  241 


Taconic  Group,  244 

Taft  Broadcasting,  162 

Tampa  Bay  Buccaneers,  258 

Tana  Oil  &  Gas,  235 

Tandy,  256 

Tappan,  215 

Target  Stores  (Dayton  Hudson),  244 

Tarton  Farms,  342 

Taylor  Hnergy,  332 

rektronix,86,  304 

lele-Communications,  240,  258 


Teledyne,  224,  258,  304,  318 
Teleprompter,  56 
Telcrate,  180 
Temple-Inland,  294 
Texaco,  162,   168,  215 

249,  253,  296 
Texas  Gas  Transmission,  1 5 1 
Textron,  232 
TGI  Friday,  188 
Thomson  Group,  225 
Thomson  Newspapers,  246 
TicketMaster,  156 
Time  Warner,  81,  86,   102,   196 

215,  241,  280,  294 
Times  Mirror,  278 
Times  Publishing,  162 
TLC;  Beatrice  International 

Holdings,  38,  238,  254 
Todd-AO,258 
Topa  Equities,  238 
Total-Cie  Frani,"aise  des  Petroles,  196 
Tower  Records,  269 
Toyota  Motor,  2 1 2 
Toys  "R"  Us,  184 
Trans  Canada  Pipelines,  347 
Tredegar  Industries,  260 
Triangle  Publications 

(News  Corp),  62,   162 
TriMas,  270 
Tropicana,  264 
Turnbull  &  Asser,  49 
Turner  Broadcasting 

System,  164,  304 
T\'  Guide  (News  Clorp),  86,  280 
'nVA(lcahn),  215,  282 
Twentieth  C"cntur\'  Fox  (News 

Corp),  152,  170 
Tyson  Foods,  206,  238 


U.S.  Nevvs  &  World  Report,  302 

UAL,  170 

UIS,250 

Union  Carbide,  180 

Uniroyal,  222,  280 

United  Artists 

Entertainment,  240,  258,  .303 
United  Brands  (American 

Financial ),  287 
L'nited  Ct)al,  228 
United  Dair\'  Farmers,  204 
United  Media,  292 
L'nited  States  Trust,  8 
L'nitrin,  224 
UmK-al,  258 
Upjohn,  212,  294 
USAir  Group,  160 
USX, 106,  215 


\alhi,  ISO 
l'(i;///v  hiiir.  38 


Varlen,  232 
\'iacom,86,   152,  264 
Victona  Bancshares,  288 
Victoria  Ward,  296 
V'lllauf  Voice,  174 


Wagner  &  Brown,  258 

Wal  Mart  Stores.  145,   150,   188 

235,  2.38,  244,  2.54,  292,  304 
Wall  Street  Journal,  38,  1 37 
Walttm  Enterprises,  150 
WAMD,  264 
Wang  Ijbs,  304 

Washington  Journalism  Review,  240 
Washington  Post,  281,  300.  .304 
Washington  Redskins,  56,   184 
Waste  Management,  86,   142,  270 
Waycrossc,  200 
Del  E  Webb,  230 
Weis  Markets,  235,  304 
Weldon  Tool,  218 
Wendy's,  259 
Wetterau,  347 

Weyerhaeuser,  253,  296,  304 
M.H.  VVhittier,  296 
William  Morris  Agency,  196 
Wilmington  Trust,  280 
Winn  Dixie  Stores,  244 
Winrock  Farms,  200 
WJIj\TV,247 
WNEV  TV",  300 
James  Wolfensohn,  34 
Wolverine  Flxploration,  250 
NS'ometco  C'able  (  Peachtree  Cable 

Holdings),  2.38 
Wometco,  244 
Woodbine  Development,  174 
W(H)lw()rth,  347 
WordPerfect,  218 
Worldmark  Group,  263 
Worthen  Banking,  238 
W'prost,  338 

WilluimWrigJey  Ir.,241 
WStiP  International,  267 


Tank,  195 

Yates  Petrt)leum,  296 
Har\ev  Yates,  29() 
Yellow  Pages.  241 
Young  &  Rubicam,  265 
Yves  .Saint  I  jurent,  250 


/itl  I  onimumcaiions,  170 
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NANCIAL  SERVICES 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  sfiow  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9) — including  some 
very  famous  names 
— which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  TheZweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance  of 
my  key  market  indicators  which 
helped  make  The  Zweig  Forecast 


*1  IN  PROFITS  for  the  whole  decade 
tnrough  12/90  among  all  advisory 
services  tracked  by 
Hulbert.  (Past  results 
do  not  guarantee 
future  results.)  Call  to- 
day for  bonus  Per- 
formance Ratings  and 
gift  book  with  your 
Zweig  Forecast  trial. 
Time  is  crucial.  ^^^^^  ^^^^^ 

Three-Month  Trial  $55. 
One  Year  $265.  Visa/MC. 
1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  1 1 793-0926 


r 


Receive  Value  Line 
foronly:]^Sr$55 

An  introductory  subscription  to  The  Value  Line 

Investment  Survey  brings  you  the  2000-page  Investors 

Reference  Service—  Value  Line's  most  recent  Ratings  and 

Reports  on  1700  stocks.  You  will  also  receive  anatyses  of 

about  130  stocks  each  week  for  10  weeks  for  ^6^  $5  5. 

Available  only  once  every  two  years  to  any  household. 

Your  subscription  to  Value  Line  may  be  tax-deductible. 

Consult  you  tax  advisor.  Send  check  or  money  order 

along  with  name,  address  and  zip  code  together 

with  this  ad  or: 

CaU  Toil-Free  1-800-833-0046 

(Ext.  2697-Dept.  316F21)  American  Express.  MasterCard 

or  Visa.  24  hours  a  day.  7  days  a  week.  30  day 

Money- Back  Guarantee.  Allow  4  weeks  for 

delivery.  NY  residents  add  sales  tax. 

Foreign  rates  upon  request. 

The  Value  Line  Investment  Soivey* 

711  Third  Avenue 
NY,  NY  10017 


CORPORATE  ITEMS 


STOCK 

RECOMMENDATIONS 

ON  CASSETTE! 


No  time  to  read 
stock  reports? 
We  will  supply  ,^ 
you  with  our  r*^ 
stock  recommen-C' 
dations  on  cassette,  so  you 
can  listen  while  driving  or 
whenever  you  please. 

STOCKS  TO  BUY 
NOW... 

If  you  want  to  hear,  or  read, 
what  stocks  Andrew  Lanyi's 
customers  are  buying  now, 
please  call  us  toll-free  at 
1-800-526-9401. 

Minimum  account:  $50,000. 

The  Lanyi  Division  of 

Ladenburg,  Thalmann  &  Co. 

540  Madison  Avenue 

New  York,  NY  10022 


zrr: 


zn 


PROTECT  YOUR  ASSETS 

with  2nd  to  die  survivorship  insurance  Use  to 

pay  estate  taxes  at  approx  2%  on  the  dollar 

No  healtti  or  age  restnctions  Call  lor  tree  repon 

R  A  Eisenberg  Associates 

15  Cypress  St  •  Ste  207  •  Newton  MA  0?159 

1-800-777-5765 


US! 
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Investment  Report 


Try  DSIR  for  immediate  access  to 


A  7-year  record  of  picking 
stock  market  leaders. 
Two  model  portfolios  with 
remarkable  results. 
Strategies  proving  low  risk 
can  net  better  returns. 
Pinpoint  stockpicking  as 
opposed  to  shotgun  choices. 
Easy-to-read  analyses  free 
of  technical  jargon. 


SEE  FOR  YOURSELF 

Four  issues  $39  One  year  $228 

Visa/MC    212-995-2963 

U.S.  INVESTMENT  REPORT 

25  Fifth  Ave,  4C,  NY,  NY  10003 


BUSINESS  OPPORTUNITIES 


YOUR  ULTIMATE 
JOB  SECURITY! 


Apply  your  management  skills 
to  a  business  you  own.  NEW 
manual  reveals  How  You  Can 
Buy     A     Business     Without 
Overpaying/   -    $27.95    ppd. 
Credit  card  orders  call  Free 
800-356-9315.  Mail  check  or 
card  number/exp.  to: 
The  Consultant  Press,  Ltd. 
163  Amsterdam  Ave.  #201 F 
New  York,  NY  10023 


S    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES.  FARMS  i  RANCHES 

FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCING' 

To  List  or  Buy  Call  Toll  Free  1  800-999-SALE 

NO  BROKERAGE  FEES 


GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 


Save 

50% 


FREE  CERTIFICATES! 

AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  and 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349-3765 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscaloosa,  Alabama  35403 


BUSINESS  OPPORTUNITIES 


MINI  PAYPHONES 
MAXI  PROFITS! 

The  pay  phone  comes  of  age. 
CNN  reports  "The  desk  top  size 
payphone  is  the  strongest  force  in 
the  payphone  industry  today."  It 
offers  convenience,  affordability 
and  high  profits.  Company 
establishes  locations.  Minimum 
capital  required  $22,500  for 
turnkey  operation.  Company 
financing  available  for  iarcer 
investments.  Call  1-800-999-1093 
I.TC.  LTD 


IT'SABOUTTIME! 
■BEER  DISTRIBUTORSHIPS  " 


A  marriage  ot  fv\«3  huge  indusfries. 
Beer  and  Vending  Now  legal  in  the 
U.S  Although  new  to  the  U.S..  its  "old 
news"  in  Japan.  Passive  investment 
opportunities  available  in  ALL  states 
Must  quality  Investments  from  $16k 
to  S1  million.  Call  (800)  «33-4«77 


EDUCATIONAL  SERVICES 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 
F«  WHt.  LNt  M<  teiimc 
Eiytfiwct  *  lit  CtessMM 


1-80(M23-3244 
FAX  (213)  471-6456 


t«f  FfME* 
Pacific  Western  I'niversity 


FREE  COLLEGE  TAPE 


•  EXTERNAL  DEGREES  • 
TOLL  FRII  *24  hn.  (800)  7S8-000S 

LA  SALLE  UMVCRSTV 


SNARING 


(SCARING 


BUSINESS  OPPORTUNITIES 


CORPORATE  ITEMS 


« 


Peak  Profits. 


Launch  an  independent 
business  with  Lindal 
Cedar  Homes,  the 
world's  most  popular 
premium  custom  houses. 

*  High  profit  margins. 

•  No  franchise  fees. 

•  World-class  sales 
support. 

*  Powerful  marketing. 
For  the  whole  story, 
please  call 

1-800-221-6063. 


ALindal  Cedar  Hoines 

RO.  Box  2M26.  Dept.  FGO,  Seattle,  \\A  98124 


PUBLICATIONS 


TAMING  THE  FUTURE. 

A  REVOLUTIONARY  BREAKTHROUGH 
IN  SCIENTIFIC  FORECASTING. 

Kenneth  E.  F.  Watt,  Ph.D.,  LL.D. 


Frustrated  and  impoverished  by  in- 
accurate forecasts?  I  test  forecasting 
models  against  enough  history  to 
ensure  accuracy  over  all  possible 
conditions  using  the  most  powerful 
available  computer  procedures.  Test 
results  and  projections  of  the  future 
displayed  in  82  graphs.  Surprises: 
Forecast  accuracy  is  possible  with 
simple  models  on  home  computers. 
The  future  is  determined  by  events 
decades  ago,  not  the  recent  past. 
Histoncal  change  is  controlled  by 
mechanisms  with  multi-decade  time 
delays  in  energy  resource,  capital  in- 
vestment and  demographic  cycles. 
This  explains   "long  wave".  Recent 


data  cannot  forecast  major  market 
turns.  Sensitivity  and  direction  of 
response  to  various  causes  change 
as  society  evolves.  Programs  are  in- 
cluded so  readers  can  experiment 
with  parameters  or  model  structure. 
Three  subsequent  volumes  explain 
completely  methods  and  software 
package  and  how  to  revolutionize 
investment,  corporate  and  govern- 
mental decision-making.  $40  soft- 
cover  California  residents  add  ap- 
propriate sales  tax.  Send  checks  and 
money  orders  to:  The  Contextured 
Web  Press,  25108  Marguerite  Park- 
way, Suite  B-457,  f^^ission  Viejo,  CA 
92692.  Allow  4-6  weeks  for  delivery. 


FRANCHISING 


FRAXCHISF  YOUR 

BUSINESS  S2,900 


IN  30  DAYS 

1  Year  Free  Consultation 

Top  Franchise  Pros. 


EXECUTIVE  GIFTS 


if 


J  FRAMCHISES 


THAT 
^SELL 


609-662-6446 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemstones  Free  wholesale  catalog  since 
1967'  Member  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville.  Kentucky  42345 

TOLL  FREE  1-800-626-8352 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 


•  !«■  10  ?r  models  ore  hond 
crofted  (rom  soW  nK^X)gor>r  »"* 
hondpoinfed  mortmgs  orxi  detoils 

•  Over  MO  models  m  slock 

•  Pnced  (lom  $99  50 

•  Sct'^oc^'Or'  3uoron*f^ 

CaH  1  800  950  9944 
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MMSOKfTMB 
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COMPUTERS 


irfmRRYmpc 


INDUSTRIESINC 


Our  15th  year  of  DISCOUNTS 

findy'  Computers 

Radio  Shack*  phones     ,  and  more 

Toll  Ree  800-231-3680 
22511  Kaly  Fwy  Katy  (Houston)  TX  77450 
1-713-392-0747     Fax  (713)  574-4567 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 


Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time  I  Minimum  order  ]ust  12  shirts,  for  a  price  list  and  catalogue 

P'""""^  1-800-274-4787 

The  Queensboro  Shirt  Company 

Dept  Fll,  119  N  llthSt.,Greenpoint.NY  11211 


IMAGE  BUILDERS 


Promote  your  business. ..Everyday 
low  prices  on...    ^ 


IMPRINTED    . 
COFFEE  IVIUGS 
AS  LOW  AS 
$1.29 


rrw^ 


^^-^  Ct)OOse  from 
~'  tiundreds  of  items. 
CALL  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


MAIL  ORDER 


StairUFT 


Model  SC 


Ride,  Don't  Climb. 

Ride  up  or  down 
stairs  quickly 
and  easily  witfi 
StairLIFT  Model 
SC,  the  single- 
seat  lift  from 
Inclinator  Co 
of  America  For 
more  informa- 
tion, write  today 

INCLINATOR 

COMPANY       Off    I    A  ■.•  t    B      ,     A 

Dept.  7  Ir 

P.O  Box  1557  V 

Harrisburg.  PA  17105-1557 


FURNITURE 


STAND      FOR     SUCCESS 


ERGOSOMICDESK 
Makciit  happca! 

Kxti.  HanVntidJ  Wii«lt 
NTT^r  Send  $100  NX  ...Ik, 

CaO:  rOS-34S-U70 
INTERTHOR.Ik.  •  lirkjd<Si  •  iMhn  ll«OI5] 


INTERNATIONAL  CONSULTING 


Control 

cYour 

Success 


TE.\  W.AYS  TO  DEVtLOP  YOl  R  Bl  SI- 
NLSS  IN  El  ROPE      SICCESSR  LLV 
is  a  practical  reference  &  decision 
making  tool,  written  by  .\merican 
&  European  businessmen 

T~T~N 
WAYS  TO 

DEVELOP  YOUR 
BUSINESS  IS 

EUROPE 

SUCCESSfULLY! 

To  optimize  your  European 
market  opportunities,  order  your 
copy  today  Credit  card  orders  call 
1-800-225-6633  or  send  check  for 

$18  QS  10 


CBM 


Cross  BofOor  Morogemem  itk: 

5445  Die  «3ri<w»av 

RsntrxDuse  Kx* 

Engiewocxl/ Denver  COSOni 


FURNITURE 


FREE  COLOR  CATALOG 


.•^^. ....,,.>,  Bookcases    Sr>"r! 

Matiogany  &  Other  Hardwoi 
Factory  Direct  Pr If 


i 


Time-N-TimberWoodcratters.Inc 

FB  Box355SiIverhillAL  36571 


1-800-368-3943 


Sicrea/Nissan  Knows 
what  it  takes  to 
stimulate  automobile 
sales  in  Mexico 


I 


71: 


I 
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Each  fortnight  over  185,000  primary 
subscribers  throughout  Latin  America 
read  VISION  (42,000  in  Mexico  alone). 
And  VISION  advertisers  reach  an 
audience  of  800,000  individuals  of 
measured  business  and  consumer 
influence  (1989  INRA  Audience 
Profile:  the  ninth  readership  study 
in  VISION'S  forty  year  history). 

For  additional  information  on  how  to 
reach  the  elite  in  Latin  America 
please  contact: 

VISION  INC. 

310  Madison  Avenue 

Suite  1412 

New  York,  NY  10017 

Tel.  (212)953-1308 

Fax  (212)  953-1619 


FIASHBACKS 


EDITED  DY  DERO  A.  SAUNDERS 


"The  more  things  change  .  .  ." 
70  years  ago  in  Forbes 

i  From  the  issue  of  Ocri .  15,  192 1 ) 
"There  is  only  one  direction  in 
which  the  government  can  drastically 
cut  down  expenditures,  namely,  by 
stopping  the  gigantic  outlays  on  ar- 
maments and  eventhing  connected 
therewith.  War  is  mankind's  greatest 
curse  today.  Another  world  war 
would  bring  destruction  beyond  all 
imagination.  Yet  the  world's  leading 
nations  are  all  feverishly  preparing  for 
more  war." 

"Despite  depression  and  unemploy- 
ment, savings  of  small  investors,  the 
Treasury'  Department  reports,  total 
S27  billion,  or,  based  on  population 
of  108  million,  per  capita  savings  of 
about  $250.  Approximately  S21  bil- 
lion of  this  sum  is  invested  in  govern- 
ment securities,  while  the  remainder 
is  on  deposit  in  more  than  30,000 
savings  banks." 


years  ago 


60 

(Fro.m  thkisslkofOct.IS,  1931 ) 
"This  writer,  while  freely  admitting 
that  short  selling  has  its  undisputed 
uses  in  normal  times,  ver\'  strongly 
believes  that  the  New  York  Stock 
Exchange  governors  should  tempo- 
rarily prohibit  this  form  of  betting 
that  the  depression  will  go  farther." 

-B.C.  Forbes 

"One  American  industry  now  res- 
cues what  used  to  be  blown  into  the 
air  and  turns  it  into  hundreds  of  mil- 
lions of  dollars  a  year.  Natural  gas, 
nothing  but  a  nuisance  until  a  few- 
years  ago,  is  now  captured  and  sold 
for  more  than  $400  million;  also  from 
this  same  ex-waste,  more  than  $150 
million  of  gasoline  is  produced  and 
marketed.  Sixteen  million  Americans 
now  enjoy  the  use  of  natural  gas." 


years  ago 


50 

(Fro.m  ini  issrioF  Oct  15,  1941) 
"The  mines  [  of  Cripple  Creek,  Colo.  ] 
were  drowning.  About  2,000  feet  be- 
low the  surface  stood  water.  Deep 
pumping  costs  money,  often  more 
money  than  a  mine  can  produce.  .  .  . 
But  [  Cripple  (  Tcek  ]  would  not  give  up 
without  a  bold,  breathtaking  tr\'.  It 
undertook  the  great  Carlton  tunnel 
and  this  summer  completed  it — the 


Colorado's  giant  Carlton  tunnel  re- 
opened flooded  mines,  opened  new  ones. 


longest  blind-end  tunnel  ever  driven 
and  at  the  same  time  the  most  gigantic 
'prospector's  hole'  ever  dug. 

"It  is  a  complete  success.  The 
mines  are  draining.  .  .  .  The  great 
bore,  drilled  six  miles  straight  into  the 
solid  rock  of  Pike's  Peak,  opens  a  new 
mining  area  of  30  square  miles  and  a 
quarter  mile  thick." 

"So  far,  toymakers  have  not  been  hit 
by  the  war.  Except  for  a  small  amount 
of  rubber,  they  use  only  nondefense 
materials.  And  with  Japanese  imports 
cut  off,  the  industry'  expects  this  sea- 
son's sales  to  top  last  year's  $240 
million  volume.  This  year's  sales 
theme:  'Toys  Build  Morale.'  " 

25  years  ago 

(From  rHHissLHOFOcr  15,  1966) 
"By  the  second  week  in  October, 
popular  stock  market  averages  were 
down .25%  from  their  Ecbruar)-  highs, 
making  this  the  worst  drop  since 
I962's  26%.  But  most  investors.  .  . 
were  sitting  with  paper  declines  a 
good  deal  worse  than  25%.  .  .  .  The 
[125]  largest  companies  in  26  major 
industries  ccnercd  in  our  Annual  Re- 
port on  American  Industr\'.  .  .  were 
down,  on  average,  a  full  33%  from 
their  1965-66  highs." 

"Life  insurance  has  become  the  na 
tion's  first  industry-  to  begin  reporting 
its  volume  in  trillions,  says  lusuraucc 
magazine,'  which  reported  that  life 
insurance  in  force  in  the  U.S.  hit  the 


SI  trillion  mark  last  month.  Insurance 
analysts  expect  the  figure  to  hit  $2 
trillion  by  1976.  .  .  ." 

10  years  ago 

(From  iHi  issLT  oi  ()(  1  12,  1981 ) 
"The  civilian  helicopter  market  is 
coming  into  its  own.  This  year  U.S. 
builders  will  deliver  an  estimated 
S700  million  worth  of  the  rotorcraft 
for  civilian  use,  more  than  double  the 
shipments  in  1975.  .  .  .  Civilian  sales 
in  the  U.S.  have  already  surpassed 
sales  to  the  militarx'." 


A  Sikorsky  S-76  helicopter  sails  past 
New  York's  World  Trade  Center. 


"The  oil  sheikhs  are  finding  lapan 
more  and  more  attractix  e  as  a  place  to 
bank  their  petrodollars.  A  suney  by 
Tokyo's  Nomura  Research  Institute 
found  that  last  year  total  oil-dollar 
investments  in  Japan  reached  $25  bil- 
lion, up  from  SIO  billion  in  1979.  By 
1985,  Nomura  figures,  the  number 
will  reach  $78  billion." 


Saudi  Arabia's  oil  boss  Sheikh  Yamani. 
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IHBUBHTS  ON  THflUSiMFSS  QF  LIFE 


Real  writers — that  is, 
capital  W  Writers — 

rarely  make  much  money. 
Their  bluest  reward  is 

the  occasional  reader's 

response.  .  .  . 

Commentators-in  -print 

voicin£[  bi^fat  opinions — 

you  mi^ht  call  us  small  w 

writers— ^et  considerably 

more  feedback  than  Writers. 

The  letters  I  personally 
find  most  flattering  are 

not  the  very  rare  ones  that 
speak  well  of  my  editorials, 

but  the  occasional  reader 
who  wants  to  know  who 
writes  them.  I  always 
happily  assume  the  letter- 
writer  is  implying  that 
the  editorials  are  so  good 
that  I  couldn't  have 
written  them  myself 


A  Text ... 

Knowest  thou  not  this 
of  old,  since  man  was 
placed  upon  earth, 
That  the  triumphing 
of  the  wicked  is 
short,  and  the  joy 
of  the  hypocrite  but 
for  a  moment? 
-Job  20:4-5 


-Malcolm  Forbes 


Sent  in  by  Esther  Lafair,  Phila- 
delphia, Pa.  What's  your  favor- 
ite text?  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Heredity:  the  thing  a  child 
gets  from  the  other  side 
of  the  family. 
-Marceline  Cox 

Heredity:  An  omnibus  in 
which  all  our  ancestors 
ride,  and  every  now  and 
then  one  of  them  puts  his 
head  out  and  embarrasses  us. 
-Oliver  Wendell  Holmes 

There  is  something  to  be 
said  for  government  by 
a  great  aristocracy  which 
has  furnished  leaders 
for  the  nation  in  peace 
and  war  for  generations; 
even  a  democrat  like  myself 
must  admit  this. 
-THEonoRi-  Roosevelt 

With  him  for  a  sire  and 

her  for  a  dam. 
What  should  1  be  but 

just  what  I  am? 

-Kdna  Sr.  VlNOENT  MiLLAY 
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There  are  many  kinds  of 
conceit,  but  the  chief  one 
is  to  let  people  know  what 
a  very  ancient  and  gifted 
family  one  descends  from. 
-Ben\'enuto  Cellini 

To  forget  one's  ancestors 
is  to  be  a  brook  without  a 
source,  a  tree  without  a  root. 
-Chinese  proverb 

I  don't  know  who  my 
grandfather  was;  I  am 
much  more  concerned  to 
know  what  his  grandson 
will  be. 
-Abraham  Linc;oln 


More  than  9.000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3.000  "Thoughts."  Price.-  $19.50.  Send 
check  and  order  to:  Forbes  Inc..  60  Fifth  Ave..  New 
York,  N.Y.  1001 1.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Genealogy:  A  perverse 
preoccupation  of  those 
who  seek  to  demonstrate 
that  tJieir  forebears  v\ere 
better  people  than  they  are. 
-Sydney  J.  PiARRis 

Genealog)-  An  account  of 
one's  descent  from  an 
ancestor  who  did  not 
particularly  care  to 
trace  his  own. 
-Ambrose  Bierce 

Man  is  descended  from  a 
hairy-tailed  quadruped, 
probably  arboreal  in 
his  habits. 
-Charles  Darwin 

Heredit}'  is  \\hat  sets  the 
parents  of  a  teenager 
wondering  about  each  other. 
-Laurence  J.  Peter 

The  proper  time  to  influence 
the  character  of  a  child  is 
about  a  hundred  years  before 
he  is  born. 
-Willl\m  R.  Inge 

If  you  would  civilize  a  man, 
begin  with  his  grandmother. 
-Victor  Hugo 

Many  a  family  tree  needs  trimming. 
-Kin  Hubbard 


It  is  indeed  desirable  to  be 
\\ell  descended,  but  the  glor>' 
belongs  to  our  ancestors. 

-Pl.LTARCH 

A  degenerate  n(.)bleman,  or  t)nc 
that  is  proud  of  his  birth, 
is  like  a  turnip:  there  is 
nothing  good  of  him  but 
that  which  is  underground. 
-Samuel  Butler 

Think  of  your  ancestors 
and  your  posterit>\  and  you 
will  never  marn-. 

-KiMKi  Mr.\iii>Rii 
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same.  Nothing 
1  must  check  everything.  It  causes 
me  problems-people  think 
I  don't  trust  anyone.'' 

—Giorgio  Armani 
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Afl  this  talk  about  stability. 
No  wonder  you're  so  nervous. 


Relax.  Since  1924,  our  approach  to  retirement  programs  has  been 
built  upon  the  single-minded  pursuit  of  quality. 

Our  unchanging  philosophy  of  pursuing  prudent  risks  plus  our  stria 
investment  guidelines  enable  our  clients  to  prosper,  whether  the 

market  rumbles  or  roars. 
They  are  also  why  our 
Connecticut  General 
Life  Insurance  Company 
has  consistently  earned 
among  the  highest  ratings 
from  Moody's,  Standard 
&  Poor's  and  A.M.  Best 
To  us,  however,  quality 
means  more  than  having 
excellent  financial  ratings. 

It  means  superior 
fixed  income  results,  with 
guarantees  backed  by 
capital  and  surplus  in 
excess  of  $1  billion.  An 
amount  that  puts  us  in 
the  top  1%  of  all  U.S.  life 
insurers.  It  means  providing  everything  you  need  to  run  a  401(k)  or 
pension  plan.  From  plan  design  to  ongoing  management.  All  of  which 
allows  us  to  achieve  a  93%  client  and  asset  retention  rate  year  after  year. 

For  further  information,  write  Byron  Oliver,  President,  CIGNA 
Group  Pension,  Dept  M-121,  RO.  Box  2975,  Hartford,  CT  06104. 
And  we  will  make  sure  that  you  never  get  bent  out  of  shape. 


We  get  paid  for  results! 
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Even  the  Japanese 
will  squirm. 
^^■i   59 


ON  THE  COVER 


"Dare  e  Togliere"  115 

By  Joshua  Levine 

Giorgio  Armani  pioneered  the  natural 

look  in  clothes.  He's  also  one  skilled 

businessman. 

Blood  In  The  Suites  85 

By  Howard  Rudnitsky 

A  few  years  ago  practically  anyone 
could  get  financing  to  build  hotels. 
Now  the  vultures  are  circling. 

Turmoil  In  The  Auto  Market        59 

An  interview  with  Maryann  Keller  by  Jerry  Flint 
An  astute  auto  analyst  predicts  that 
even  the  Japanese  will  squirm. 


COMPANIES/INDUSTRIES 


38 


Weyerhaeuser 

By  John  H.Taylor 

After  disappointing  shareholders  for 
ten  years,  it's  in  the  midst  of  yet 
another  restructuring.  Ho  hum. 

Mortgage  Servicing  40 

By  Matthew  Schifrin 

The  turmoil  in  the  thrift  industry  is 

creating  enormous  opportunities. 

Up  &  Comers:  QMS  94 

By  Claire  Poole 

Like  a  lot  of  other  tinkcrer-entrepre- 
neurs,  Jim  Busby  couldn't  manage 
success.  But  there's  a  happy  ending. 

Up  &  Comers: 

Octel  Communications  102 

By  Julie  Pitta 

Panic:  new  baby,  new  company,  great 

product — and  no  orders. 


Advanced  Micro  Devices  109 

By,  Julie  Pitta 

Jerrys  Sanders  won  a  battle.  Will  he 

lose  the  war? 

Fashion  127 

By  Zina  Sawaya 

Why  Seventh  Avenue  ain't  Avenue 

Montaigne. 

Randall's  Food  Markets  152 

By  Tom  Mack 

Can   a  very  rich   upscale   merchant 

move  successfully  downscale? 

Moviemaker:  Sam  Goldwyn  Jr.   174 

By  Kathryn  Harris 

At  65,  he  is  just  getting  into  his  stride. 

Regions:  Where  Crime  Pays         178 

By  William  P.  Barrett 

In  most  places,  rising  lawlessness  is 

bad  news.  Not  in  Huntsxiilc,  Tex. 


INTERNATIONAL 
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Volkswagen 

By  Peter  Fuhrman 

It  was  the  first  European  carmaker  in 
the  low  end  of  the  U.S.  auto  market, 
and  it  may  be  the  last. 

Playmates  International  49 

By  Andrew  Tanzer 

The  lucky  owner  of  the  Teenage  Mu 

tant  Ninja  Turtles  toy  license. 


Argentina  106 

By  Joel  Millman 

Why  exports  from  the  farm  sector  are 

starting  to  rise. 

Stolen  Lucre  120 

By  Vladimir  Kvint  and  Natalia  Darialova 

The  Soviets  aren't  broke.  All  thc\ 

have  to  do  is  find  the  party's  hidden 

loot. 

Chile's  Social  Security  158 

By  Rita  Koselka 

Its  hinds  are  privately  invested.   Is 

anyone  in  our  Congress  listening? 

Venezuela  Repents  169 

By  James  Cook 

The  nation  that  once  expropriated 
foreign  oil  companies  has  redisco\ 
ered  private  capital. 


MONEY  a  INVESTING 
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Latin  Debt 

By  Laura  Jereski 

Maybe    Walter   Wriston    wasn't    so 

dumb  after  all. 

Branch  Vinedresser  Again  108 

By  William  P.  Barret! 

He's   got   this  corporation,   and   it 

claims  to  own  oceans. 

The  Rockefellers  149 

By  Jonathan  Burton 

They  sure  haven't  U^st  their  touch. 
They  unloaded  Rockefeller  C'enter  on 
the  Japanese  at  the  top. 
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The  last  tir 

you  had  this 

kind  of  service 
you  were 

probably  living  with 

your  mother. 


ti 


I 


At  The  Fairmont  Hotel,  with  five  convenient 
locations,  our  staff  will  be  happy  to  pamper  you 
with  more  comforts  than  you'd  ever  get  at  home. 

Because  we'll  not  only  make  your  bed  (a  custom 
Serta®  mattress),  clean-up  after  you  (twice  daily), 
and  fix  your  meals  (with  a  choice  of  premier 
restaurants),  but  we'll  provide  many  in-room 
business  amenities  as  well.  Like  PC  dataports, 
dual-line  phones,  and  voice  mail.  All  at  a  price 
much  lower  than  you'd  expect. 


Business  travelers  are  also  encouraged  to  join 
our  President's  Club  free  of  charge.  Members 
receive  a  number  of  complimentar\'  benefits  such 
as  suite  upgrades,  guaranteed  room  reservations 
(with  48  hours  notice),  overnight  shoe  shine,  and 
more  with  every  stay  at  a  qualifving  room  rate. 

The  Fairmont  Hotel  inx'ites  you  to  disco\'er  the 
elegant  side  of  business  tra\'el,  and  experience  our 
impeccable  service.  You  don't  even  ha\e  to  send  a 
card  on  Mother's  Da  v. 


For  reservations,  call  your  travel  agent  or  Fairmont  at  1-800-527-4727. 
To  enroll  in  our  President's  Club,  call  1-800-522-3437. 


NEW  ORLEANS 


DALLAS 


SAN  JOSE/ 
SILICONVALLEY 


SAN  FRANCISCO 


CHICAGO 
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Intrpducmg  tte  19^^S.  The  best  sporting  Taeu 
ever  built,  with  the  best  warranty  Jaguar  has  ever  offered? 
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Some  say  it  was  the  1939  SS-100.  Others 
are  partial  to  the  1954  XK-120.  And,  of 
course,  a  most  compelling  argument 
could  be  made  for  the  celebrated  1963 
E-type.  But  the  time  has  come  to  put  all 
such  arguments  aside. 

Presenting  the  1992  XJS,  the  best 
sporting  Jaguar  ever  built. 

To  attain  that  lofty  status.  Jaguar 
engineers  incorporated  no  fewer  than 
1,200  refinements  into  the  new  XJS. 

They  range  from  a  new  fuel  manage- 
ment system,  that  enhances  its  legendary 
12-cylinder  performance,  to  a  redesigned 
interior  with  power  memory  seats. 
And  its  exterior  has  been  restyled  from 
its  European  headlamps  to  its  neutral 
density  taillights. 

Innovation  extends  even  to  the  man- 
ufacturing process,  the  most  advanced 
ever  instituted  by  Jaguar. 

All  of  which  means  we  can  now  offer 
the  best  warranty  in  Jaguar  history— 
four  years  or  50,000  miles— providing  a 
sense  of  security  that's  further  enhanced 
by  a  standard  driver's  side  airbag. 

Of  course,  there  may  be  those  who'd 
still  debate  the  issue.  But  at  Jaguar,  we 
think  the  new  XJS  settles  the  argument. 

For  your  nearest  dealer— who  can  pro- 
vide more  information  on  Jaguar's  limited 
warranty-call  1-800-4-JAGUAR. 

JAGUAR 
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Actress  Jodie  Foster  in  example 
of  Armani's  billion-dollar  talent 


To  give  and  to  take  away 

It  WOULD  have:  been  inconceivable  a 
few  decades  ago  for  Forbes  to  feature 
a  clothing  designer  on  its  cover.  Big 
business  was  steel,  real  estate,  machin- 
ery, tangible  stuff.  Designers  were  for 
the  fashion  pages.  Today  big  business 
is  as  likely  to  involve  an  idea,  a  con- 
cept, as  it  is  buildings,  capital  or  pat- 
ents. Thus  our  cover  story  on  Giorgio 
Armani.  While  his  firm  does  some 
manufacturing  and  a  good  deal  of 
retailing,  it  is  really  built  around  noth- 
ing more  solid  than  a  single  talented 
man's  taste.  That  talent  and  his  down- 
to-earth  sense  of  how  to  market  it 
have  made  a  billionaire  of  this  one- 
time freelance  designer.  "Dare  e 
togliere,"  by  Joshua  Levine,  begins 
on  page  115.  The  Italian  term  means 
"to  give  and  to  take  away,"  which  is 
Armani's  own  succinct  summation  of 
his  marketing  philosophy.  i^BlB 

When  the  going  gets  tough 

One  by  one,  European  car  manufacturers  pulled  out  of  the  low-and 
medium-price  segments  of  the  U.S.  auto  market.  Fiat,  Peugeot, 
Renault,  Sterling,  all  gone.  Only  Volkswagen  remains.  (It's  different 
in  luxury  cars,  where  Rolls,  Mercedes,  bmw  and  others  remain 
powerful  contenders.)  In  conceding  the  biggest  part  of  the  U.S. 
market  to  Detroit  and  the  Japanese,  the  Europeans  make  an 
embarrassing  confession:  that  they  cannot  produce  cars  capable  of 
competing  with  the  best  from  the  U.S.  and  Japan.  What's  to  blame? 
Protectionism.  In  "In  the  long  run  you  can't  hide  fi-om  competi- 
tion," Peter  Fuhrman  shows  how  protectionism  weakens  the  \er\ 
industries  it  is  designed  to  help.  Stor\'  starts  on  page  42. 

Edward  IV  was  a  deadbeat,  Carlos  Salinas  is  not 

In  1980  Walter  Wriston,  then  chairman  of  Citicorp,  was  defending 
huge  loans  made  by  U.S.  banks  to  developing  countries  and  Forbes 
reminded  him  that  the  dc'  Medici  family  was  ruined  in  the  13th 
century  when  King  FLdward  IV  of  England  stitfed  the  Florentine 
bankers  on  big  loans;  so  much  for  sovereign  nations  as  sound  risks. 
Wriston  responded  good-naturcdK'  that  Lorenzo  de'  Medici's  prob- 
lem was  that  he  spent  too  much  time  on  cultural  activities  and  not 
enough  running  his  bank. 

Suddenly,  in  1991,  much  of  that  lending  to  I^tin  .•\mcrican 
countries  looks  less  dumb  than  it  did  when  uc  cited  conventional 
wisdom  against  unconventional  Wriston.  In  "Gcxxl  news  at  last," 
Laura  Jereski  reports  on  the  rally  in  Latin  American  debt  securities, 
page  44.  So  I  asked  Wriston  whether  he  feels  vindicated.  He  dtx\s; 
"The  exciting  thing,"  he  replied, "  is  that  the  huge  resources  of  I.atin 
America  are  now  being  unleashed  through  a  tree  market  system.  The 
free  market  is  not  a  gringo  idea  now ;  it  has  w nrked  in  Mexico.  So  it  is 
spreading."  Assuring  a  brighter  t'uture  tor  the  y>oov  of  Latin  America, 
w  hile  incidentally  redeeming  what  looked  like  a  lot  of  bad  loans. 
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A  futuristic  interpretation  of  a  legendary  design: 
The  Movado  Sapphire  Museum  SD"  Watch. 

The  famous  Movado  Museum  dial,  a  registered 
trademark  of  the  Movado  Watch  Company,  repre- 
sents the  quintessence  of  the  modern  design  move- 
ment. Simple,  functional,  tasteful. 

Its  purity  of  design  has  won  it  a  place  in  the  per- 
manent collection  of  the  Museum  of  Modern  Art. 

It  is  a  "high  tech"  timepiece.  In  both  appearance. 
And  actuality 

A  synthetic  sapphire  crystal  forms  the  front  of  the 
case.  (With  hardness  second  only  to  a  diamond,  it  is 
virtually  scratch-resistant.)  A  technological  process 
permanently  adheres  it  to  the  invisible  black  bezel. 

The  case  becomes  one  with  the  bracelet  creating 
the  balanced  proportions  found  in  fine  sculpture. 

The  Movado  Sapphire  Museum  SD  is  strikingly 
thin.  Inside  is  an  electronic  quartz  movement  that  is 
accurate  to  within  60  seconds  a  year  It  never  needs 
winding. 

Like  all  Movado  Watches  it  enjoys  the  care  of 
Swiss  craftsmanship.The  Movado  Sapphire  Museum 
SD  Watch.  A  classic  for  now  and  future  time. 


MOVADO. 

The  Museunn  .Watch. 

BAILEY  BANKS  &  BIDDLE 
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Son  of  First  Jersey 

Brokerage  firms  with  ties  to  Robert 
Brennan  of  First  Jersey  Securities  infa- 
my (Forbes,  July  16,  1984)  seem  to 
have  a  knack  for  getting  into  trouble. 
The  latest  instance  is  New  York  City- 
based  Hibbard  Brown  &  Co.  Hib- 
bard's  staff  includes  Brennan's  son 
and  several  of  his  former  top  lieuten- 
ants. Its  more  than  400  brokers  in 
eight  states  make  markets  in  at  least 
two  companies  in  which  Brennan  has 
large  minority  stakes  (Dec.  24,  1990). 
Later  this  month  Delaware  securi- 
ties regulators  will  move  to  revoke  or 
suspend  Hibbard's  state  license  and 
may  hit  the  firm  with  over  $  1  million 
in  fines.  Delaware  found  that  Hibbard 


First  Jersey's  Robert  Brennan 

A  regulators'  raid  at  Hibbard  Brown. 


used  "dishonest  and  unethical"  tac- 
tics to  sell  stocks  of  dubious  value. 
Ohio  is  also  seeking  to  revoke  or 
suspend  Hibbard's  license. 

In  July  seven  states — Massachu- 
setts, New  Jersey,  Ohio,  Pennsylva- 
nia, Florida,  Missouri  and  Kansas — 
conducted  a  joint  raid  on  local  Hib- 
bard Brown  branches,  looking  for 
evidence  of  abusive  and  misleading 
sales  tactics,  unauthorized  trades  or 
excessive  markups.  One  result  of  the 
raid:  Missouri  regulators  issued  a 
cease-and-desist  order  against  Hib- 
bard for  violating  a  state  rule  that 
prohibits  brokers  from  pitching 
stocks  priced  under  $5  without  telling 
customers  the  bid  and  asked  prices. 
Another:  Florida  regulators  fired  otV 
an  administrative  complaint  to  Hib- 
bard alleging  it  was  not  keeping  ade- 
quate trading  and  other  office  records 
at  its  Palm  Reach  branch. 

Investigations  are  continuing  in 
each  of  the  states  that  conducted  the 
joint  raid.  "This  [penny  stock]  mar 


ket  is  a  lightning  rod  for  regulators," 
complains  Hibbard  President  Rich- 
ard Brown.  Echoes  Brennan,  "In  the 
securities  business  you  have  to  have 
some  regulation.  But  to  some  extent, 
there  has  been  a  bit  of  overkill." 

Final  act 

Union  Carbide  can  finally  close  the 
book  on  the  tragic  gas  leak  at  its 
Bhopal,  India  pesticide  plant.  The 
1984  disaster,  which  killed  over 
2,000  people  and  injured  tens  of 
thousands  more,  also  demolished 
Carbide's  stock  value.  That  led  to  an 
unsuccessful  raid  on  the  giant  chemi- 
cal company  by  GAP  Corp.'s  Samuel 
Heyman,  forcing  Carbide  to  load  up 
on  debt  and  sell  some  prize  operations 
(Dec.  10,  1990). 

Earlier  this  month  the  Indian  Su- 
preme Court  unanimously  upheld  a 
previous  settiement  requiring  Car- 
bide to  pay  $470  million  to  Bhopal 
victims  and  their  families;  since  Car- 
bide paid  the  money  two  years  ago, 
the  judgment  will  have  no  impact  on 
its  1991  earnings.  Other  conditions: 
If  the  payout  doesn't  cover  all  the 
victims,  the  Indian  government  must 
make  up  the  diflference.  Over  the  next 
eight  years,  government-owned  in- 
surance companies  must  provide  life 
and  medical  insurance  to  the  \ictims. 
Carbide  may  build  and  run  a  500-bed 
hospital  in  Bhopal.  The  decision  also 


Carbides  Bhooal  olant 

TtM  Ittigatiofi  is  finally  ov»r. 
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e  1991  Bankers  Trust  New  York  Corporation  and  its  aliikated  c^<fnpanies. 


Maybe  you're  building  cars.  Maybe  you're  building 
buildii^s.  Between  you  and  your  corporate  goals  lies  a 
complex  set  of  risks. 

Manage  the  risk,  and  you'll  prosper.  Ignore  it, 
and  you  won't.  Managing  a  business  is  almost  wholly  a 
matter  of  managing  risk. 

Here,  Bankers  Trust  can  help.  CXir  whc^  enter- 
prise is  dedicated  to  helping  clients  shed  risk  that  can 
hurt  them.  And  assume  risk  by  which  they  can  profit. 

We're  not  just  talking  traditional  risk:  currency. 


interest  rates,  commodity  prices. 

But  \t  your  market  share  is  menaced  by  imports, 
we'll  help  >xxj  neutralise  that  threat.  If  >'our  pension  funds 
are  lagging  their  liabilities,  we'll  help  you  fix  that,  too. 

Surprised?  Don't  be.  Our  unique  strength  is 
managing  virtually  ever\-  t\pe  of  global  risk. 

So  go  tor  the  thing*  uxxth  having.  Bankers  Trust 
can  help  put  them  well  %\ithin  your  grasp. 

QBankerslrust 

LEAD       FROM       STRENGTH. 


THE       SURPRISING 


State-of-the-art  high  resolution  color  displays  for  the  FAA. 


To  detect  wind  shear,  47  Terminal  Doppler  Weather 
Radar  systems  are  being  built  for  the  FAA. 
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CROV\f  DED  SKIES  ARE  IMOV\f  • 

At  any  given  moment,  thousands  of  planes  fill  the  world's  skies. 

And  Raytheon  is  helping  air  traffic  controllers  see  and  monitor  them  better  than  ever. 

We  are  involved  in  everything  from  modernizing  a  country's  entire  system,  as  we  are  now  doing  in  Canada,  to  working 

with  the  FAA  on  developing  totally  new  display  systems  for  their  Advanced  Automation  System,  as  well  as  a  radar 

that  warns  of  hazardous  wind  shear. 


At  Montreal's  Dorval  Airport,  Raytheon  radar  display  screens  are  used  for  landings  and  takeofts. 


1  *  •  • 
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OF      RAYTHEON 


Norway,  a  modernized  air  traffic  control  system  will 
klude  radars  from  Cossor. 


Support  services  for  the  U.S.  National  Airspace  System. 


Norway,  TrinidaiVTobago  or  over  the  busy  skies  of  Germany,  Raytheon  air  traffic  control  systems  are  helping  keep  the 
Ikies  safer  than  ever  before, 
e  world  of  Raytheon  is  full  of  surprises,  tf  s  quality  appliances  from  Amana,  Speed  Queen,  Caloric  and  Modem  Makl. 
's  Beech  Aircraft  It's  construction,  energy  and  environmental  services  from  Badger,  United  Engineers  &  Constructors  and 
arapids.  Inc.  And  it's  the  workl's  most  reliable  defense  systems,  including  Patriot 
more  information,  write:  Raytheon  Company,  141  Spring  Street,  texington,  MA  02173. 
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HOME  STRETCH 


./Vnnouncing  a  ne\A/  business  ap- 
proach to  Southern  Africa  — the  SAA 
"Stratosleeper."  Each  seat  is  custom- 
tailored  to  meet  your  needs,  not  the 
airline's.  You  get  more  room  to 
stretch  out,  lie  back  and  relax. 

En  route  to  Johannesburg  via  one 
of  our  1 0  European  Gateways,  or  Rio 
de  Janeiro,  \A/e'll  indulge  you  with  the 
kind  of  luxury  service  and  gourmet 
cuisine  that  sho\A/s  we  really 
mean  business. 

So  get  comfortable  and  let 
us  help  you  get  down  to  busi- 
ness with  a  copy  of  the  240- 
page  Doing  Business  \A/ith 
Southern  Africa. 

For  your  free  copy  just 
call  1-800-722-9675.  In 
New  York  (212)  826-0095 
or  see  your  travel  agent. 
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SOUTH  AFRICAN  AIRWAYS 


reinstated  criminal  charges  against 
Carbide  managers  that  \\'ere  dis- 
missed in  the  original  1989  settle- 
ment. Former  chairman  Warren  An- 
derson is  unlikely  to  return  to  India  to 
face  trial. 

-SUBRATA  N.  ChAKRAVARTY 

But  will  it  travel? 

Brenham,  Tex. -based  Blue  Bell  ice 
cream,  now  the  U.S.'  third-biggest 
brand,  may  be  Texas'  favorite,  but  will 
Mexican  and  Japanese  consumers  feel 
the  same  way  about  it? 

Privately  owned  Blue  Bell  Cream- 
eries (Jan.  22,  1990)  will  do  S200 
million  in  sales  this  year  and  is  looking 
for  new  markets.  Chairman  Edward 
Kruse  likes  Mexico  and  Japan,  which 
together  consumed  286  million  gal- 
lons of  ice  cream  last  year  (the  U.S. 
consumed  1.4  billion  gallons). 

South  of  the  Rio  Grande,  Paletas 


Blue  Bell's  Kruse  (right)  and  team 
Can  Mexicans  afford  his  ice  cream? 


Manhattan,  a  Guadalajara- based  pur- 
veyor of  frozen  fruit  bars,  plans  to  sell 
Blue  Bell  through  its  chain  of  roughly 
450  ice  cream  parlors.  A  one -scoop 
Blue  Bell  cone  will  sell  in  Mexico  for 
SI.  15,  more  than  nvo  hours'  mini- 
mum wage.  But,  says  Kruse,  ''the  top 
10%  of  [Mexico's]  population  is  still  a 
big  market  for  us." 

In  Japan,  Kruse  has  had  a  trade 
skirmish.  Last  month  he  found  that 
Ezaki  Glico,  a  firm  he'd  pre\iously 
held  talks  with,  had  registered  Blue 
Bell's  trademark  without  permission. 
After  Texas  Senator  Lloyd  Bentsen 
complained  on  Knisc's  behalf  to  the 
U.S.  Trade  Representative,  Ezaki 
Glico  retreated.  Kruse  is  now  talking 
with  another  Japanese  company,  Fuji- 
san,  about  distributing  the  brand  in 
that  potentially  tast)-  market. 

-Tom  Mac  k  ^ 
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ThelWay  to  Rent  a  Car: 


More  than  just  fast,Hertz1  Club  Gold'is  the  best  way  ever  to  rent  a  car. 


When  you  rent  from  Hertz,  you  expect  the  best 
service  in  the  business.  And  you  get  it  with  Hertz  #1 
Club  Gold  membership. 

With  Gold  Service*  there's  no  lines,  no  paperwork, 
nothing  to  slow  you  down.  You  go  straight  from  the 
courtesy  bus  to  our  exclusive  weather-protected  can- 
opy Your  name  in  lights  directs  you  to  your  car  with 
the  trunk  open  and  everything  ready  to  go.  One  quick 
check  at  the  gate  and  you're  on  your  way 

For  your  information:  Rate  available  at  partici- 
pating corporate  airport  locations  and  may  be  higher 
in  some  metro  areas.  Blackout  periods  apply  and 
availability  is  limited,  especially  in  peak  pericxls. 


Advance  reservations  are  required.  Standard  rental 
qualifications  apply  and  cars  must  he  returned  to 
renting  location.  Taxes  and  optional  items,  such  as 
refueling,  are  extra.  For  reserxations  call  your  Tra\'el 
Agent  or  Hertz  at  1-800-654-3131 


im 


Lincoln  or  similar  car 

mm 


adav 


Optional  LDW  813 
a  day  or  less 


Hertz  rents  Fbrds  and  other  fine  cars. 

»  REG  US  fM  OFF  C  HERTZ  SVSTEM.S  INC  1991 


AMERICAS  WHEELS 
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TDRBES  INFORMER 


The  perils  of  promodon 

Why  did  Dennis  Levine,  the  insider 
trader  turned  author,  end  the  promo- 
tional tour  for  his  book  Inside  Out  so 
abruptly  late  last  month?  It  seems  he 
couldn't  take  the  heat. 

One  particularly  hot  stop  was  an 
hour-long  interview  with  radio  veter- 
an Chuck  Ashman  on  KB  la,  the  influ- 
ential, 24-hour,  Los  Angeles  business 
news  station.  Trouble  was,  just  days 
before  the  kbla  interview,  60  Minutes 
revealed  that  the  supposedly  re- 
formed ex-con,  now  a  "business  con- 
sultant," was  introducing  business- 
men in  need  of  fiinding  to  shadowy 
Caribbean  corporations  and  ex-con- 
victs parading  as  potential  lenders. 
Levine's  fee:  $10,000  to  $25,000. 

Topic  A  on  Ashman's  show  was 
Levine's  new  career.  Ashman  says, 
"Levine  swaggered  in  like  John  Gotti, 
a  little  too  mellow,  a  litde  too  friendly, 
wearing  a  litde  too  much  gold."  Ash- 
man went  after  Levine  with  some 
tough  questions;  a  Forbes  editor  in- 
vited to  join  the  show  asked  some 
more  pointed  questions  about  Le- 
vine's shady  dealings,  past  and  pres- 
ent. Levine  slumped  in  his  chair;  his 
publicist  twitched. 

Show  over,  Levine  headed  for  the 
door.  But  waiting  outside  were  two 
Melvin  Belli  lawyers  who  had  flown  in 
from  San  Francisco  to  serve  him  with 
a  $20.4  million  lawsuit.  The  suit, 
brought  by  unhappy  Levine  clients, 
alleges  that  the  former  Drexel  banker 
and  his  cohorts  bilked  them  out  of 
$400,000  in  fees.  Levine  looked  for 
an  escape  route  to  avoid  being  served, 
but  there  was  none. 


Levine  skulked  home  to  New  York. 
The  book,  Los  Angeles  bookstore 
managers  say,  is  a  bust. 

-Gretchen  Morgenson 

What's  another 
million  or  two? 

Time  Warner  shareholders  are  still 
paying  for  the  botched  rights  offering 
in  June.  Last  month  the  company 
informed  shareholders  that  the  legal 
bill  for  the  proposed  settlement  of 
class  action  suits  challenging  the  of- 
fering was  $2.5  million.  It's  to  be 
shared  by  the  law  firms  that  represent- 
ed plaintiffs  against  Time  Warner. 
Not  bad  pay  for  about  a  month's 
work,  which  is  how  long  it  took  from 
when  the  suits  were  filed  until  Warner 
revised  its  rights  offering. 

-Lisa  Gubernick 


Grummey  loophole 

The  estate  of  Maria  Cristofani  has 
beaten  the  iRS  in  Tax  Court  and 
opened  a  new  and  wondrous  loop- 
hole in  gift  and  estate  taxes.  It  opens 
wide  the  normal  exclusion,  which  al- 
lows a  donor  to  give  $  1 0,000  a  year  to 
anyone,  tax  free.  Using  this  rule,  a 
couple  with,  say,  three  married  chil- 
dren and  six  grandchildren  could 
move  $240,000  out  of  their  estates 
per  year — a  convenient  planning 
technique.  The  rules  require  that  the 
gift  must  go  to  each  person.  The 
child's  portion  can't  go  to  a  parent  to 
use  on  a  child's  behalf 

The  Cristofani  twist  was  to  use 
what's  called  a  Crummey  trust.  Into 


No  escape  from  a  $20.4  million  lawsuit  for  Dennis  Levine 


this  she  put  biO,UUU  !u.  ^„.;.-.  of  her 
two  children  and  her  five  grandchil- 
dren. But  die  Crummey  trust  gives 
the  grandchildren  just  15  days  to 
withdraw  their  510,000.  If  that  dead- 
line is  missed,  the  money  then  goes  to 
the  grandkids'  parents.  In  Cristofani's 
case,  the  deadline  was  missed  and  the 
$50,000  she  had  given  as  a  gift  to  her 
grandchildren  reverted,  gift  tax  free, 
to  their  parents. 

"This  is  a  way  to  leverage  the 
$10,000  exclusion  and  still  avoid  gift 
tax,"  says  David  Roehr  of  the  ac- 
coimting  firm  Grant  Thornton  in 
Lincoln,  Nebr.  (Obviously,  says 
Roehr,  it's  so  large  a  loophole  that  the 
IRS  will  work  hard  to  plug  it  quickly. 
There's  no  guarantee  that  the  Tax 
Court  will  in  future  cases  nile  as  it  did 
in  Cristofani's.  But  for  aggressive  risk- 
takers  it's  a  case  worth  considering. 
-L\L'R.\  Salndfr^J 


Poor  Judd 

K'Dn  Mai  kin,  the  "M"  in  Chicago's 
IMR  Realt)',  had  hoped  Illinois  pt^liti 
cians  would  bail  him  owl  in  his  18- 
month     divt>rce     battle     with    wife 
Jeanne.  Hariier  this  vcar  the  Illinois 
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legislature  revised  the  state's  divorce 
law,  reinforcing  the  court's  right  to 
compensate  spouses  for  appreciation 
in  nonmarital  property,  like  Judd's 
extensive  real  estate  holdings.  Judd 
hired  a  lobbyist  to  get  that  law 
amended  to  limit  a  spouse's  compen- 
sation to  the  equivalent  of  a  reason- 
able salary. 

Judd's  amendment  passed  as  a  rider 
to  an  unrelated  bill.  But  last  month  it 
was  vetoed  by  Illinois  Governor  Jim 
Edgar,  who  said,  "this  change  unfair- 
ly limits  the  court."  The  governor 
also  objected  to  the  amendment  as 
special  legislation  designed  to  benefit 
one  part)'  in  a  pending  dissolution 
action.  But  to  appear  to  be  fair,  Edgar 
also  vetoed  the  original  divorce  bill. 
Still,  since  existing  law  favors  Jeanne, 
Judd  loses. 

-Marcia  Berss 

Who's  stiffing  whom? 

Recent  revelations  that  congressmen 
have  been  bouncing  and  kiting  checks 
and  not  paying  their  Hill  restaurant 
bills  brought  no  smiles  at  Service 
America  Corp.,  the  Stamford,  Conn.- 
based  caterer  that  operated  the  res- 
taurant through  August  and  is  owed 
$200,000  by  various  members  of 
Congress.  Ser\'ice  America  recently 
finished  a  yearlong  struggle  to  re- 
structure its  debt.  The  overleveraged 
outfit,  which  was  taken  private  in 
1987  for  some  $450  million  by  man- 
agement and  the  investment  bank 
Morgan  Lewis  Githens  &  Ahn,  owed 
nearly  $400  million  to  creditors  like 
General  Electric  Capital  Corp. 
Many  congressmen  complained 
that  the  lever- 
aged buyouts  of 
the  1980s  stiffed 
customers  and 
short-changed 
employees.  Fun- 
ny how  what 
goes  around, 
comes  around. 
-Jason  Zweic. 


For  the  long  term, 
think  Growth. 


If  you  had  invested  $10,000  in 
Twentieth  Century's  Growth 
Investors  fund  in  1976,  your 
investment  today  would  be 
worth  $226,845!  For  more 
complete  information  about 
Twentieth  Century's  no-load 
mutual  fiinds,  including 
charges  and  expenses,  call 
for  a  prospectus. 

A  $10,000  investment 
on  September  30,  1976 


Call  toll-free: 

1-800-345-2021 

Data  quoted  represents  past  performance.  Investment  return 
and  principal  value  will  fluctuate  and  redemption  value  may 
be  more  or  less  than  original  cost  Please  read  the  prospectus 
carefully  before  investing. 


P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


FBS 


No-Load  Family  of  Funds 


1991  Twmbrth  Century  Services,  Inc 


HRST1HEPAIN 

SPREADS  mnuGH 

YOUR  CHEST. 

HEN  IT  SPREADS 

THROUGH  YOUR 

FAMILY. 

Next  time  you  tell  yourself  that  your  high-cholesterol  diet  and 
smoking  are  no  one's  business  but  your  own,  think  about  the  people 
who  love  you.  To  learn  more,  contact  the  American  Heart  Association, 
7320  Greenville  Ave.,  Box  22,  Dallas,  TX  75231. 

You  can  help  prevent  heart  disease.  We  can  tell  you  how. 

American  Heart  Association  %p 


This  space  provided  as  a  public  service 


irty  fingernails. 

Dorft  be  surprised 

if  you  see  them  from 

time  to  time  at  Suzuki* 

On  management ♦  This,  after 

all,  is  a  company  created  by  engi- 

neers*  And  engineers,  as  a  rule,  are 

hands-on  people.  If  it  can  be  improved 
upon,  made  more  reliable,  more  efficient, 

more  durable,  an  engineer  will  try  to  make  it 
so.  It's  this  relentless  drive  that  has,  among  other 

things,  made  Suzuki  cars  and 
motorcycles  so  easy  to  drive 
relendessly  Our  sport/ 

utility  vehicles,  for 

example,  have  proven 

thenaselves  from  the 

isolated  backways  of 


C  1941  .^mcTKin  Stuub  Mom  C 


Suxub  4Hloar  Sttkldck*  4x4. 
ca^noctaDK. 


^H 


Saskatchewan  to  the  broad  avenues  of  Manhattan.  Nor  is  our 
off-road  activity  confined  strictly  to  roads.  Suzuki  also  builds 

outboard  motors ,  many  of  which  have  been  known 

to  far  outlast  the  boats  they  were  built  for.  We 

build  generators.  Pumps. 

Even  lawnmower  engines. 

And  in  so  doing,  the 

engineers  at  Suzuki 

have  in  turn  engineered 

something   equally 

impressive:  Suzuki  itself. 

A  company  with  over 

12,500  employees,  nearly  50  assembly  plants,  and 
operations  in  more  than  150  countries  the  world  over.  Its 
because,  at  Suzuki,  we  aren  t  afraid  to  get  our  hands  a  litde  dirty. 
Especially  if  that  helps  us  do  a  better  job  of  making  things  people 
can'twait  to  get  their  hands  on.         ^^^  SUZUICI 

A  company  built  by  engineers. 


^U^UK 


No 
can  touch  iKem. 


^^..iog.  taODg,  cofutandy 
r«  in  fompctiDoo.  no  one 


One  ot  our  tnoR  papular  ott-road 
vehiclM:  a  Suzuki  outboard  mocor 


READERS  SAY 


Bf  and  new 

Sir:  In  "The  trend  is  not  their  friend," 
(Sept.  16)  Forbes  questions  the  future 
value  of  branding.  Store  chains  have 
begun  manufacturing  better  products 
and  packaging  them  more  attractive- 
ly. They  have  marketed  themselves  to 
the  consumer  in  such  a  way  that  the 
store  and  its  products  are,  in  effect, 
becoming  brands! 
-John  F.  Stuart 
Blcick  Rock,  Conn. 

Paki  bashing 

Sir:  Re  your  editorial  on  "Paki  bash- 
ing" (Fact  and  Comment,  Sept.  2). 
Development  of  Pakistan's  nuclear 
research  program,  which  is  still  far 
behind  many  other  countries  such  as 
India,  could  be  easily  discontinued  if 
India  stops  its  threats  to  the  survival  of 
Pakistan,  opens  its  nuclear  program 
for  international  inspections  and 
stops  its  war  equipment  development 
program. 

-FiAZ  A.  Choudhri 
Niskayuna,  N.T. 

Wanted:  patent  examiners 

Sir:  I  was  deeply  concerned  by  the 
article  "Whose  invention  is  it 
anyway?"  (Au£[.  19).  This  year  the 
U.S.  Patent  &  Trademark  Office  will 
receive  over  165,000  patent  applica- 
tions and  issue  approximately  95,000 
patents.  We  have  not  "let  the  quality 
of  examination  slide."  In  fact,  the 
quality  of  the  patents  issued  is  gener- 
ally high.  As  you  note,  however,  we 
do  need  to  fijrther  increase  the  quali- 
ty. We  need  to  hire  and  retain  more 
qualified  examiners,  particularly  in 
several  areas  of  technology.  We  have 
asked  Congress  for  the  resources  to 
accomplish  these  goals. 
-Harry  F.  Manbkc;k  Jr. 
Assistant  Secretary  and  Commissioner 

of  Patents  &  Trademarks 
United  States  Department  of 

Commerce 
Washin£iton,  D.C. 

Food  or  drug^ 

Sir:  Rc  "Killer  acids"  (Sept.  2).  The 
big  question   is  why  it   takes  dead 
bodies  before  the  Food  &  Drug  Ad 
ministration   takes   enforcement   ac 
tion  against  supplement  manufactur 


ers  who  make  outrageous  and  un- 
founded    health    claims.     The     L- 
tryptophan  disaster  could  have,  and 
should  have,  been  avoided.  The  fact 
that  the  fda  chooses  to  treat  dietary 
supplements  as  foods,  despite  the  fact 
that  the  only  reason  people  take  them 
is  for  their  "perceived"  medical  use, 
defies  explanation. 
-Abbey  S.  Meyers 
Executive  Director 
National  Organization  for  Rare 

Disorders,  Inc. 
New  Fairfield,  Conn. 

Sir:  Studies  have  concluded  that  it 
was  not  tryptophan  but  a  contami- 
nant contained  in  a  few  batches  pro- 
duced by  a  single  Japanese  manufac- 
turer that  caused  the  ems  outbreak. 
But  the  FDA  is  using  the  tryptophan 
incident  as  an  excuse  to  increase  its 
regulatory  powers  over  all  amino  ac- 
ids. [David]  Kessler  is  a  power  freak. 
-DuRK  Pearson  and 
Sandy  Shaw 
Los  Angeles,  Calif 

Praying  for  profits 

Sir:  Re  your  article  on  Dennis 
Knight's  church  becoming  a  limited 
partner  in  Gordon  Rollert's  money 
management  business  ("God  bites 
mammon,"  Sept.  30).  Quite  by  acci- 
dent, or  maybe  by  design,  the  pho- 
tographer captured  the  cross  between 
Rollert  and  Knight  in  the  picture. 
-Dorothy  Christian 
Columbus,  Ind. 


Recession  relief 

Sir:  Re  "The  little  engine  that  can't" 
(Sept.  16).  Forbes'  perspective  is  that 
our  weakened  housing  industry  can- 
not pull  us  out  of  recession.  In  Cali- 
fornia, the  housing  industry'  could 
play  that  role — if  federal  regulations 
permitted.  The  complex  ramifications 
of  California's  Environmental  Quali- 
ty Act  have  created  a  building  approv- 
al process  which  can  drag  on  for  years, 
creating  prices  which  spiral  into  eco- 
nomic disaster  for  builders  and 
would-be  homeowners.  But  the  most 
critical  element  in  this  formula  for 
failure  is  the  credit  crunch,  which 
blocks  builder  access  to  capital. 
-Michael  A.  Hacic\rd 
Sacramento,  Calif. 

Sir:  Real  estate  and  the  economy  both 
will  recover  if  the  tax  incentives  lost  in 
1986  are  restorv;d.  But  I  am  afi-aid  we 
will  have  to  wait  until  after  1992 
because  tax  reform  will  be  seen  as  a 
giveaway  to  the  rich,  so  few  in  Con- 
gress will  support  it  before  an  election. 
-Bruce  W.  B.\llenger 
Real  Estate  Consultin£[  Group 
Coopers  ^Ly brand 
Los  An£ieles,  Calif. 

Standardize  policies 

Sir:  Although  a  consumer-oriented 
approach  to  the  purchase  of  health 
insurance  (Fact  and  Comment,  Sept. 
2)  has  undeniable  appeal  ft-om  a  fi-ee- 
market  perspective,  I  wonder  how 
viable  it  is  on  a  practical  level.  The 
bewildering  array  of  available  policies 
makes  intelligent  comparisons  nearly 
impossible.  Perhaps  the  answer  lies  in 
mandating  standard  policies. 
-John  S.  Vilianova 
Stamford,  Conn. 

Not  for  nothing 

Sir:    Re   your   article    on    Blenheim 
Group  n.c  ("The  exhibition  industrN': 
a  well-kept  secret,"  Sept.  30).  Bobbin 
is  not  a  controlled -circulation  trade 
magazine.  As  a  matter  of  fact,  it  is  the 
only  all-paid  magazine  in  our  indus- 
try The  magazine  spawned  the  trade 
show ,  not  the  otiier  w  ay  around. 
-M.\Ni'Ki  Gaf,t.\n 
Prcsidnit/i  IjitfF.xccutivc  Officer 
Bobbin  Blenheim  Inc. 
Columbia,  S.C 
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Few  gifts  inspire  as  many  handwritten  thank  you  letters. 

It's  difficult,  perhaps  impossible,  to  resist  putting  pen  to  paper  after  unwrapping  a  Parker.  It's 
easy,  however,  to  imagine  the  writer's  pleasure  as  your  gift  glides  effortlessly  across  the  page.  Not 
merely  communicating  a  message,  but  expressing  the  character,  style  and  personality  of  its  new  owner. 

A  Parker  will  achieve  this  without  leaking,  blotting  or  drying  up,  due  to  an  ink  collector  system 
engineered  to  0.75  of  one-thousandth  of  an  inch.  A  nib  which  is  cut  and  pressed  from  18  karat  gold.  .•Vnd  a 
ruthenium  tip,  which  is  four  times  harder  than  steel  and  ten  times  smoother.  (.\11  told,  it  still  takes  four 
days  to  make  a  Parker  nib.) 

It.  is  said  that  it  is  better  to  give  than  receive.  Give  a  Parker,  and  at  least  you'll  have  it  in  writing. 
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With  our insuradie  from  Chubb." 
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The  memories  of  a  home  that's  been  in  the  family  for  generations  can  never  be 
replaced.  But  a  replacement  insurance  policy  from  Chubb  can  restore  a  unique  property  should  it 
ever  be  damaged. 

Chubb  appraisers  carefully  note  unique  architectural  details  and  construction  materials, 
creating  a  valuable  record.  With  this  complimentary  inspection  and  an  estimate  of  your  true 
insurance  needs,  you  can  be  assured  that  your  home  will  not  only  be  covered  for  its     h 
replacement  costs,  but  the  replacements  will  be  as  authentic  as  possible.  Ask  your       H 
agent  or  broker  about  Chubb,  or  call  1  -800-36  CHUBB.  H 

For  promotional  purposes.  Chubb  refers  to  member  it^surers  of  the  Chubb  Gn^up  of  Insurance  Companies  who  issue  cox-etMe. 

C  \^K^h\,  ,s  proud, to  panicipate  in  "American  Playhouse,"  Watch  for  it  on  PBS,  Photographed  at  The  Point.  Saranac  Uke.  New  York. 
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JUST  you  AA/P 

scoresb/Fhmmm.-. 

/£R/  TEAAPTlNG. 


Few  Things  In  Life 
Are  As  Tempting  As  The 
Premium  Malt  Taste  Of  Scoresby  Scotch. 


FASTE  THE  TEMPTATION' 


VKRT  RARK  ^ 


OaUni 


^ 


DRINK  RIGHT.  DRINK  SMART  BE  RESPONSIBLE. 

Scoresby  Premium  Scotch  Whisky,  43%  AlcA'ol  (86  ProoO.  Imported  »nd  Bottled  by  Foreign  Vinuges,  Lake  Success,  NYC199I 
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Every  GE  enginj 
a  guarantee  you  c 


You  don't  have  to  read  the  fine  print 
Just  tell  your  GE  Tech  Rep  what  you  need. 
He'll  be  there,  doing  everything  he  can  to 
keep  your  engines  flying  on-time  and 
profitably  That's  his  personal  guarantee. 

But  at  GE,  we  also  know  every  airline  is 
diflferenL  So  an  engine  support  program 
right  for  one,  may  not  answer  the  needs  of 
another 

That's  why  we  have  Customer  Support 
tailored  especially  for  you. 

All  it  takes  to  get  started  is  a  call  to 
your  GE  Customer  Support  Manager,  or 
Dick  Papes  at  513-552-2100. 

With  the  details  of  your  fleet  and  oper- 
ating environment,  we'll  develop  an  engine 
support  program  personalized  to  meet  your 
airline's  special  needs. 

When  we  told  your  GE  Tech  Rep  what 
we're  doing,  he  said,  "It's  only  fitting. 

Support  is  the  bottom  line." 


.^ 


GE  Aircraft  Engines 

Koeping  tho  Promise 


\ 
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Other  Comments 


Strikes  in  His  Future 

Chicago  Cub  outfielder  Andre  Daw- 
son recendy  paid  a  $1,000  fine  for 
disputing  a  strike  call  by  umpire  Joe 
West.  On  the  memo  line  of  his  check 
Dawson  wrote,  "Donation  for  the 
blind." 
-Sports  Illustrated 

More  Lion  than  Bull 

Mikhail  Gorbachev  is  a  short, 
stocky,  nearly  bald  man  with  a  large 
purple  birthmark  on  his  forehead, 
which,  in  anyone  else,  would  be  con- 
sidered an  unsightiy  blemish.  But 
that  had  not  prevented  millions  of 
people  from  considering  Gorbachev 
not  merely  wise  or  good,  or  even  a 
great  man,  but  a  figure  of  compelling 
attractiveness. 

As  for  Yeltsin,  he'd  been  the  oaf, 
the  buffoon,  the  spoiler,  the  bull  in 
the  china  shop.  But  I  can  report  [that] 
physically  he  is  very  very  presidential. 
Well  over  six  feet,  Yeltsin  commands  a 
room  just  by  walking  into  it.  He's 
athletic,  not  flabby,  and  physically 
gracefiil,  not  bumbling.  Yeltsin  has  a 
deep,  gravelly,  distinctive  voice  which 
is  both  intimate  and  authoritative. 

"What  about  Gorbachev,"  [I  asked 
him.]  "Do  you  like  him?  Do  you  hate 
him.>  Can  you  work  with  him.^" 


"You  must  never  mix  up  your  per- 
sonal feelings  with  your  professional 
relations  when  you're  in  a  position 
like  mine,"  Yeltsin  said,  "because  the 
fi.iture  of  the  country  is  at  stake  and  is 
of  higher  importance  than  personal 
feelings." 
-T.D.  Allman, 
Vanity  Fair 

20%  Is  Waiting 

Showing  up  is  eighty  percent  of  life. 
-Woody  Allen, 

77;^  Quotable  Quote  Book 

by  Merrit  Malloy  and 

Shauna  Sorensen 

The  U.S.  or  Heaven 

Harrison  Salisbury,  visiting  Albania 
some  30  years  ago  for  the  New  Tork 
Times^  commented  somewhat  apoc- 
ryphally  that  "Albania  is  rushing  into 
the  14th  century."  Today,  Albania  is 
slowly  breaking  out  of  its  prison.  The 
press  cries  to  be  free — even  journal- 
ists working  for  State  journalism  and 
radio  yearn  to  be  independent.  Help 
here  can  go  a  long  way.  And  it  is 
mainly  to  the  U.S.  that  editors  and 
broadcasters  are  looking  for  this  help. 
In  the  words  of  one  prominent  edi- 
tor, not  long  out  of  internment  as  a 
political  prisoner:  "If  you  Americans 
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cannot  help  us,  then  we  can  only 
hope  that  God  will  provide  for  us." 
-Marvin  Stone, 
International  Media  Fund 

Stick  with  Stability 

Democrats  are  wrong  to  blame  their 
losses  on  candidates'  weaknesses  or 
the  opposition's  image-making  trick- 
ery. The  reason  they  keep  losing  is 
that  here,  as  in  other  democracies, 
most  voters  don't  switch  parties  un- 
less things  go  dreadftilly  wrong  and 
unless  the  party  in  power  fails  to 
provide  the  first  thing  citizens  de- 
mand fi-om  democratic  government: 
the  order  and  i^tability  that  give  peo- 
ple room  to  lead  their  personal  lives. 
-Michael  Barone, 
U.S.  News  &■  World  Report 


It  is  tune  I  stepped  aside 
for  a  less  experienced 
and  less  able  man. 

-Prof.  Scott  Elledge, 
on  his  retirement  fi-om 
Cornell  Univcrsit\' 


Third  Avenue  Royalty 

Out  for  a  walk  one  day  with  his 
grandmother,  whose  native  tongue 
was  German,  the  New  Yorker,  then  a 
child,  was  suddenly  impelled  to  ask 
her  what  a  notar\'  public  was.  Grand- 
ma thought  for  a  minute  and  then 
responded,  "It  is  a  kingdom." 

While  not  exactly  satistacton.',  the 
answer  did  stimulate  the  youthful 
imagination.  Hidden  somewhere  in 
side  each  cigar  and  stationcn-  store, 
he  reasoned,  there  must  be  a  man 
with  a  little  crown  on  the  back  of  his 
head,  smoking  a  cigar  and  niling  over 
w hatcvcr  kings  rule  over  when  their 
domain  consists  of  a  stationers'  store. 

One  day,  enlightenment  came  in  a 
flash.  "I  suddenly  realized  thai  she 
thought  I  was  asking  her,  'What  is 
not  a  republic."'  mu\  she  quite  reason- 
ably answered  that  what  is  not  a  re- 
public is  a  kingdom." 
-New  Tork  Times  ^ 
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"WE    DID    IT.    FIRST   TIME    ROUND.    AFTER   ALL   THOSE   YEARS   WE   SPENT 
TOGETHER  AT  SCHOOL,  I  KNEW  WE'D  MAKE  AN  UNBEATABLE  PARTNERSHIP. " 


Here  is  the  Omega  Constellation  in  stainless  steel  and  18  K  gold 


OMEGA 


Fine  Art  ty  Giving 


S    S    E    U    R 


THERIStllUVlLliAim 

ta  In  the  skies  over  four  continents  and  two  oceans 
there  is  now  a  place  where  international  business  cks  i 
being  redefined  ^^ 

Where  new,  substantially  wider  seats,  placed  no  ir 
than  an  arm's  length  from  the  aisle,  refresh  die  bodv:  An 
sophisticated  CD  audio  soothes  the  soul. 


/*/:  '  - 
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Where  celebrated  wines,  spirits,  and  award-winning 
sine  are  artfully  presented.  And  where,  on  die  upper 
^ks  of  our  vast  747  fleet,  you'll  travel  smoke-free.         « 
'  Introducing  Connoisseur  Class,^offered  only  by 
iited.  Where  attention  to  detail  ele\'ates  international 
Biness  class  to  its  highest  form  of  civility 


Available  November  1  on  all  our  flights  across  t 
.  .tlantic  and  on  most  United  flights  across  the  Pacific. 

Come  fly  die  airline  that's  uniting  die  world.  Come 
fly  the  friendly  skies.  ^^ , 

M  UniTGD  AIRLinES 


■'llWbJ' 


f^spl^^ 


V-- 


I     « 


\%  * 


This  is  the  key 

to  our  new 

Swiss  Bonk  Tower. 


This  is  the  key 

to  our  ongoing 

commitment  to  America. 


The  key  to  the  new  Swiss  Bank 
Tower,  10  East  50th  Street, 
located  in  the  heart  of  midtown 
Manhattan.This  new,  36-story 
addition  to  the  skyline  houses 
our  U.S.  headquarters  and  is 
a  reflection  of  Swiss  Bonk 
Corporation's  continued 
commitment  to  America. 


With  over  50  years  in  the  United  States,  Swiss 
Bank  Corporation  has  already  demonstrated 
its  commitment  to  America.  During  this  time  we 
hove  developed  a  thorough  understanding  of 
America's  financial  and  investment  needs— 
which  we  are  committed  to  continue  serving, 
now  and  in  the  future. 

Our  clients  have  access  to:  a  full  range  of 
corporate  and  commercial  banking  services,- 
international  trade  and  commodity  finance,- 
and  foreign  exchange,  money  markets,  pre- 
cious metals  and  government  securities  trad- 
ing. In  addition,  we  provide  the  private  investor 
with  a  full  range  of  services,  including  custom- 
tailored  portfolio  management. 
With  a  presence  in  34  countries  around  the 
world,  we  are  the  Swiss  bonk  with  the  most 
international  experience  and  the  largest  inter- 
national network.  You  con  rest  assured  that 
Swiss  Bonk  Corporation  possesses  the  experi- 
ence and  expertise  necessary  to  satisfy  your 
needs  both  here  and  abroad.  And  you  can 
enjoy  the  confidence  and  security  that  come 
from  working  with  a  triple-A  rated  bonk. 
Our  commitment  to  America  is  clear.  And 
our  new  Swiss  Bonk  Tower  serves  as  another 
key  to  this  ongoing  commitment— now  and  in 
the  future. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 


New  York    •    Chicago    •    Houston    •    Los  Angeles 
Miami    •    San  Francisco 


Gommentairy 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


TAIWAN'S  ROSY  FUTURE 


It  WAS  1979  when  the  U.S.  cut  its  formal  ties  with  Taiwan 
as  part  of  our  establishing  diplomatic  relations  with  main- 
land China.  It  seems  clear  now,  with  the  benefit  of  12 
years'  hindsight,  that  that  was  a  serious  policy  error. 
President  Carter's  goal  was  of  course  to  open  a  dialog 
with  the  People's  Republic  of  China  after  President 
Nixon  had  made  the  first  overtures  some  years  earlier. 

No  one  can  quarrel  with  the  idea  of  our  improving 
what  was  a  nonexistent  relationship  with  one  of  the 
largest  countries  on  earth.  But  we  paid  an  unnecessarily 
hea\y  price:  We  did  not  have  to  give  in  to  the  PRC's 
demand  that  we  so  weaken  our  ties 
with  Taiwan.  Many  in  Congress 
agreed,  and  the  Taiwan  Relations 
Act,  passed  later,  was  an  attempt  to 
define  how  we  could  keep  on  speak 
,ing  to  Taiwan  even  though  we  had 
formally  recognized  the  PRC  and  its 
claim  to  be  the  only  China. 

We  did  downgrade  all  meetings 
and  discussions  with  the  Republic  of 
China,  all  with  the  idea  of  not  offend- 
ing the  mainland.  Thus  American 
cabinet  oflficers  were  prohibited  fi-om 
\isiting  Taiwan,  and  oflScial  meetings 
in  this  countr\'  with  Taiwan  could  be  attended  only  by 
medium-  and  lower-level  officials. 

The  rationale  for  all  of  these  artificial  restrictions  col- 
lapsed with  Tiananmen  Square.  It  became  e\ident  then 
that  all  of  our  careful  work  both  with  the  mainland 
military  and  officials,  designed  to  help  Deng  Xiaoping 
move  China  away  fi-om  its  fierce  ideological  attachment 
to  dcKtrinaire  Marxism,  had  come  to  naught. 

Meanwhile,  unofficial  organizations  whose  goal  has 
been  to  help  Taiwan  and  its  people,  such  as  the  USA- 
ROC  Economic  Council  (the  requirement  of  full  disclo- 
sure leads  me  to  state  that  I  am  the  U.S.  chairman  of  this 
group),  engaged  in  active  trade  discussions  and  support 
ed  the  interests  of  Americans  seeking  to  do  business  in 
Taiwan.  But  they  were  always  limited  by  the  rules  that 
forbade  upper  level  government  participation. 

Last  month  in  Salt  Lake  City,  when  the  Joint  Councils 
of  the    USA- ROC    met,    a    major    breakthrough    was 
achieved.  Two  American  cabinet  officers  attended,  pub 
licly  and  visibly,  and  made  excellent  presentations.  And 


A  strong  Taiwan  grows  even  stronger 


not  a  moment  too  soon  either.  For  Taiwan  is  embarking 
on  one  of  the  largest  civil  projects  in  modem  times,  a 
$300  billion  six-year  development  plan. 

Other  countries  such  as  France,  Germany  and  F^ngland 
have  long  sent  cabinet  officers  to  visit  Taiwan  without 
impairing  their  relations  with  the  PRC.  Now  that  con- 
tracts are  about  to  be  awarded  for  vast  amounts  of  work, 
it's  only  logical  for  the  U.S.  to  become  as  actively  in- 
volved with  Taiwanese  officials  as  any  other  country,  and 
to  make  major  effi^rts  to  help  them  complete  this  huge 
development  plan.  About  $100  billion  in  work  will  be 
open  to  foreign  bidding,  which  will 
make  Taiwan  the  world's  largest  mar- 
ket for  major  construction  projects. 

In  the  first  year,  rapid  transit, 
highways  and  a  high-speed  railway 
will  be  started,  and  in  subsequent 
years  some  775  other  economic  and 
cultural  projects  will  begin  or  be 
completed.  These  include  nine  pow- 
er plants  and  Taiwan's  fourth  nucle 
ar  plant,  housing  and  urban  devel- 
opment and  an  extensive  medicare 
network.  Taiwan  will  also  purchase 
pollution  control  equipment,  com- 
puters, laboratory  and  scientific  instruments,  telecom- 
munications, medical  equipment,  autos  and  parts,  and 
aerospace  and  a\iation  equipment. 

Both  officials  and  the  people  of  Taiwan  are  vcr\'  kindly 
disposed  to  the  U.S.  and  desire  a  closer  and  warmer 
relationship.  We  have  a  great  deal  to  lose  if  we  do  not 
abandon  our  outmcxled  and  artificial  restraints  on  our 
relations  with  the  ROC\  It  seems  clearly  impossible  to  get 
a  kinder,  gentler  PRC-  until  the  present  generation  of 
elderly  leadership  is  changed. 

In  any  event,  we  should  recogni/.e  Taiwan  for  what  it 
is:  a  strong  stKiety  that  never  Ux>ked  back  and  has  never 
had  a  lower  GNP  firom  one  year  to  the  next  since  the 
island  was  transformed  by  C^hiang  Kai  shck  fi-om  a  sleepy 
agricultural  economv.  This  new  development  plan  will 
raise  the  per  capita  GNP  fi-om  $8,000  m  1990  to  $14,000 
in  1996.  That  and  the  other  \ital  statistics  place  Taiwan 
far  ahead  of  its  gigantic  neighK>r — a  nation  condemned 
to  economic  failure  by  its  slavish  adherence  to  rigid 
ideological  communism  and  scxialist  economics.         HI 
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It  takes  more  than  engine  thrust 
to  push  the  limits  of  air  transport. 


It's  not  the  performance  of  engines  that  makes  the  C-17 
such  a  powerful  airlifter  It's  the  performance  of  people. 

At  McDonnell  Douglas,  we  don't  ask  our  people  to 
perform  to  the  best  of  their  ability.  They  ask  it  of 
themselves. 

It's  a  heavy  r(  s[HMisibility.  Not  everyone  can  carry  it 
ott.  To  do  it,  you  h.i  .;  to  :onstantly  raise  your  standards. 
And  you  have  to  leave  your  limitations  at  the  hangar  door 

It's  this  inner  strength  of  our  people,  however,  that 


makes  our  C-17  such  an  advanced  airlifter  Our  F- 15  Eagle 
more  capable  than  any  other  fighter  And  our  Delta  rocket 
the  most  reliable  satellite  launch  s\'stem  in  the  world. 

Many  companies  can  put  planes  together  But  to  build 
one  as  capable  as  the  C-17,  you  have  to  assemble  a 
company  of  leaders. 

I^CDON^ELL  DOUGLAS 

A  company  of  leaders. 


WHATS  AHEAD  FOR  BUSINESS 


EDITEO  BY  HOWARI UMKS 


Has  John  Major  saved  GATT? 


British  Prime  Minister  John  Major  ex- 
pects an  end  soon  to  the  long-running  trade 
dispute  betv^een  the  U.S.  and  the  Huropean 
Community'  over  agricultural  protection  and 
subsidies.  "Europe  will  have  to  be  more  tbnh 
coming,"  Major  told  some  American  reporters 
recendy.  If  it  were  ended,  the  way  would  be 
cleared  for  a  successfiil  conclusion  to  the  Uru- 
guay Round  of  G.\TT  within  six  months. 

Major  says  he  has  already  won  over  Helmut 
Kohl,  the  German  Chancellor.  With  Kohl's 
support,  and  by  using  more  diplomatic  skills 
than  Margaret  Thatcher,  Major  hints  that  even 
the  French  are  beginning  to  see  sense.  Major, 
says  one  senior  U.S.  trade  negotiator,  is  now 
being  "hailed  as  the  savior  of  the  g.\tt 
round." 

The  U.S.,  led  by  U.S.  Trade  Representative 
Carla  Hills,  will  not  get  all  it  wanted  out  of  the 
Europeans  on  farm  subsidies.  The  Fc:  will  not 
agree,  for  instance,  to  go  as  far  as  scrapping  75% 
of  its  farm  payouts  by  the  end  of  the  decade,  as 
the  U.S.  wants.  But  the  Europeans  might  agree 
to  cutting  subsidies  by  30%  to  35%.  The  U.S., 
in  turn,  would  loosen  its  restrictions  on  the 
import  of  dair\'  products  and  sugar. 

It  is  economic  pressure  that  is  forcing  the 
EC — and  the  French — to  go  along  with  the  farm 
policN'  reform  being  prof>oscd  b\  tc  agricul- 
ture commissioner  Ray  i\IacSharr\'.  The  combi- 
nation this  year  of  good  har%ests  and  a  lower 
dollar  hitting  European  farm  exports  has  in- 


creased Europe's  farm  support  pavments  to 
S40  billion,  up  from  534  billion  in  1990. 

The  importance  for  U.S.  business  of  a  sue 
cessftil  outcome  to  the  G.MT  negotiations  will  be 
opening  up  trade  in  areas  like  financial  ser- 
vices. The  new  G.vn  deal  should,  for  example, 
open  Japan  to  allow  American  accountants  to 
obtain  auditing  w  ork  in  that  countrv'.  Even  with 
restrictions,  the  U.S.'  scr\ices  exports  now  run 
58  billion  a  month. 

The  U.S.  will  also  benefit  from  improved 
protection  for  intellectual  property*,  such  as  pat- 
ents and  copyrights.  This  will  help  not  only 
software  and  entertainment  companies  but  also 
pharmaceutical  firms  like  Merck  and  Lilly, 
w  hose  patents  ha\  e  been  routineh  \iolated  in 
developing  countries. 

The  breakthrough  in  the  farm  talks  is  ex- 
f)ected  sometime  before  mid  November.  That 
will  be  followed  by  the  final,  detailed  negotia- 
tions, which  should  be  completed  early  in  1992 . 
U.S.  congressmen  from  textile  states  are  al- 
ready lining  up  to  oppose  U.S.  approval.  But., 
says  Harr\-  Freeman,  w  ho  heads  the  leading 
free  trade  coalition  of  15,000  U.S.  companies, 
"Congress  will  pass  it  in  the  knowledge  that, 
with  economic  growth  slowing  in  all  major 
economies,  the  gatt  agreement  could  pro- 
\ide  a  ver\  crucial  boost  for  the  U.S.  economy." 

In  a  lackluster  economy,  no  one  wants  to  be 
know  n  as  the  Reed  Smoot  or  Willis  Haw  ley  of 
the  eariv  1990s.  -Peter  Flhrnl\n 
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Sneak  attacks  on  Mexico 


Democrats,  eager  to  pl\y  on  emironmen- 
talists'  and  unions'  fears  about  the  impact  of  a 
free  trade  agreement  with  Mexico,  ha\  e  hit  on 
a  new  line  of  anack:  U.S.  securities  laws. 

House  MajoritN-  Leader  Richard  Gephardt 
(D-Mo.)  is  busily  working  up  legislation  that, 
he  says,  will  allow  stockholders  to  sue  a  U.S. 
company  for  opening  itself  up  to  "potential 
liabilitA."  by  %iolating  foreign  labor  or  en\i 
ronmental  standards.  "We'll  help  Mexico  en- 
force (its  laws],"  says  Gephardt.  Translation: 
Let's  make  it  as  difficult  as  possible  for  U.S. 
companies  to  in\cst  in  the  booming  Latin 
economy 

Gephardt  adds  that  his  pr()jx)scd  bill  would 
be  mcxieled  after  the  Sullivan  principles,  w  hich 
required  U.S.  companies  "to  act  as  cataK-sts 
for  change  overseas."  Not  surprisingly,  Gep 
hardt's  proposal  has  received  a  c(H)I  reception 
from  the  Bush  trade  office,  and  from  Mexican 
officials,  w  ho  apparently  don't  feci  the\'  need 


Gephardt  to  help  them  police  their  laws. 

Operating  on  a  parallel  tack.  Representative 
Ron  Wyden  ( IVOre. )  has  drafted  a  bill  that 
would  force  public  companies  to  disclose  how- 
many  employees  they  have  in  each  countn.-  and 
what  they  produced  there  for  each  of  the  past 
fi\  c  years.  Wyden's  idea  is  to  allow  shareholder 
and  other  acti\ists  to  monitor  w  hether  com- 
panies are  mo\ing  plants  to  Mexico  and  other 
countries.  The  activists  have  targeted  the  ma 
quiladora  plants  along  the  border. 

C^  Fred  Bcrgsten,  director  of  the  Institute 
for  International  Econt>mics,  says  "it  would  be  a 
mistake  to  trv'  unilaterally  to  dictate  stan- 
dards" through  the  L'.S.  courts.  In  any  case,  he 
says,  more  foreign  investment  and  free  trade 
will  strengthen  the  Mexican  economy  and  so 
allow  that  countr\  to  spend  more  on  the  envi- 
ronment. L^nlike  Gephardt,  Bergsten  under- 
stands geese  must  first  be  nourished  before 
they  lay  golden  eggs.  -J.\net  Novack  ^ 
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The  Forbes  Index  (1967=100) 
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Previous  186.lt 
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With  growing  deficits  at  the  federal,  state  and  local  levels, 
politicians  have  been  reluctant  to  cut  taxes  in  order  to  spur 
growth.  In  fact,  higher  taxes  at  all  three  levels  arc  helping 
to  put  a  drag  on  consumer  oudays.  For  the  eight  months 
through  August  of  this  year,  real  personal  spending  in- 
creased a  scant  0.9%.  Cost-cutting  state  and  local  govern- 
ments have  eliminated  87,000  jobs  in  the  last  four  months, 
but  the  private  sector  has  been  expanding:  Nonfarm 
payrolls  grew  by  24,000  in  September.  The  unemploy- 
ment rate  fell  to  6.7%  from  6.8%. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

8.0% 

Auto  sales  year  to  date  vs  1990' 

Ward's  Automotive 

-11.6% 

Index  of  leading  indicators  Aug  vs  luly 

Dept  of  Commerce 

0.0% 
-$81  N 

Trade  balance  12  months  ended  luly  1991 

Dept  of  Commerce 

All-commodity  producer  price  index  Aug  vs  luly' 

Dept  of  Labor 

0.3% 

GNP  2nd  quarter  vs.  1st — annualized  growth 
M2  (3-month  change) — annualized  growth^ 

Dept  of  Commerce 
Federal  Reserve 

-0.5% 
-0.1% 

'  U.S. -based  manufacturers,  excludes  imports,  as  of  9/3(V91.  ^Wholesale  goods.  ^  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  martcet  funds 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Consumer  price  Indexes  (1982  84  average=lOO) 

all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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Manufacturers'  new  orders  and  i 

(Sbillions),  seasonally  adiusted  lOec: 


125 


105 


Industrial  production  Index  (1987=100) 
seasonally  adiusted  (Federal  Reserve) 
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New  unamployment  claims  ^iverage  lor  month 
(thousands),  seasonally  ad|usied  (Dept  ol  Laboil 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


Retail  sales  ($billionsl. 

seasonally  adjusted  (Dept  ol  Commeri-c) 
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Consumer  installment  credit  5 
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Who  Covers  Business 
Insurance  From  A  to  Z? 
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Zurich- American.  You  see,  we  make  it  our 
business  to  know  yours. 

It's  a  special  approach.  One  that  enables  us  to 
provide  the  right  insurance  for  your  particular  needs. 
And  to  back  it  up  with  financial  stability  you  can 
depend  on.  Stability  that  is  reflected  in  our  "A" 
rating  from  A.M.  Best  and  "AAA"  from  Standard 
and  Poor's. 

What's  more,  as  part  of  the  worldwide  Zurich 
Insurance  Group,  with  offices  and  experience  in 
over  100  countries,  we  have  the  insurance  capacity 
and  the  people  to  make  a  world  of  difference  for 
you  at  home  and  abroad. 

So  do  a  little  research  on  business  insurance. 
Ask  about  Z-A.  Zurich-American. 

ZURICH-AMERICAN 

■^        INSURANCE  GROUP 

American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company  American  Gtiarante*-  and  Uabtlity  Insurance  Company  •  Lxccuttvr  Offices.  Sct»«umlxirg.lLGOI96 
A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


After  disappointing  shareholders  for  ten  years,  giant  timber 
products  company  Weyerhaeuser  Co.  is  in  the  midst  of  yet 
another  restructuring.  Ho  hum. 

Rip  Van 
Weyerhaeuser 


By  John  H.  Taylor 

When  it  comes  to  disappointing  in- 
vestors, Weyerhaeuser  Co.  wins  some 
kind  of  prize.  Consider: 

Over  the  last  five  years  the  giant 
Tacoma,  Wash. -based  forest  products 
company  ranked  dead  last  in  the  in- 
dustry' on  return  on  equit\-  and  was 
only  a  couple  of  notches  from  the 
bottom  in  earnings-per-share 
growth.  Its  S9  billion  in  revenues 
produced  scant  profits.  Last  year  its 
net  profit  margin  of  4.4%  was  dwarfed 
by  Podatch's  7.9%  and  bv  Temple- 
Inland's  12.3%. 

This  \ear  has  been  even  worse.  In 
the  first  half,  the  company  made  SI 22 
million,  61  cents  a  share,  on  sales  of 
S4.3  billion,  for  a  puny  net  margin  of 
2.7%.  That's  a  50%  earnings  drop 
from  last  year's  not- so- hot  first  half 

Yet  Weyerhaeuser  owns  one  of  the 
industry's  great  assets:  more  than  5.5 
million  acres  of  prime  rimberland, 
one  of  the  world's  largest  and  most 
valuable  holdings.  Much  of  it  was 
acquired  by  founder  Frederick 
Weyerhaeuser,  who  bought  it  for 
S6.50  an  acre  in  1900.  Today  the 
company's  timber  is  worth  more  than 
SI, 000  an  acre,  .\nalysts  estimate  the 
company's  trees  alone  are  wonh  $30  a 
share,  which  is  more  than  the  recent 
stock  price  of  2678. 

There  are  the  usual  excuses.  Weyer- 
haeuser generates  most  of  its  profits 
from  turning  its  trees  into  paper,  and 
the  paper  business  is  mired  in  its  worst 
slump  since  1985.  But  that  problem 
artlicts  the  entire  forest  products  in- 
dustr>-.  Weyerhaeuser  has  problems  of 
its  own,  rcxited  in  a  man.igement 
philosophy  directed  at  pressing  as- 
sets rather  than  producing  pr*.  'ts.  It's 
a  philosophy  more  suited  to  a   amily 
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company  than  to  a  giant  enterprise 
with  more  than  28,000  shareholders. 
But  then  Weyerhaeuser  is  in  many 
ways  a  family  company.  Descendants 
of  the  founder  control  10%  of  the 
stock  direcdy  and  as  much  as  another 
20%  through  various  trusts.  This  min- 
imizes outside  pressures  for  perfor- 
mance on  management. 

The  compan)'  is  structured  in  wa)'s 
that  once  made  sense  but  no  longer 
do.  For  example,  gains  on  timber  sales 
were  formerly  taxed  at  the  capital 
gains  rate  rather  than  as  straight  in- 
come from  paper,  paneling  and  other 
finished  products.  So  Weyerhaeuser 
emphasized  sales  of  raw  logs  rather 
than  finished  products.  Mill  man- 
agers' incentives  were  based  on  how- 
much  wood  they  could  push  out  rath- 
er than  how  profitable  the  end  prod- 
ucts were.  That  sa\ed  on  taxes  but 
didn't  do  much  for  the  bottom  line. 

However,  competitors  with  far  less 
impressi\e  timber  resources — Geor- 
gia-Pacific, Union  Camp  and  Lxjuisi- 
ana- Pacific,  for  example — pursued 
the  opposite  strategy-:  maximizing 
profitabilin.  of  the  end  products. 
WTicn  the  tax  advantages  for  timber 
sales  were  eliminated  in  1986,  Weyer 
haeuser  was  caught  with  mills  that 
hadn't  kept  pace  with  the  competi- 
tion in  efiiciency  and  cost  control. 

Meanw  hile,  George  Weyerhaeuser, 
longtime  chairman  and  great-grand 
son  of  the  founder,  had  launched  an 
ill-tated  diversification  into  insurance, 
home  building,  nn>rtgage  banking, 
garden  products,  pet  supplies  and  dis 
posable  diapers.  It  contributed  great- 
ly to  sales  but  not  much  to  profits.  In 
1988  nonforest  prtxiucts  businesses 
accounted  for  30%  of  Wcvcrlueuser's 
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SIO  billion  in  revenues  but  only  7.5% 
of  operating  profits. 

George  Weyerhaeuser's  reaction  to 
criticism  was  to  shrug  it  off.  He  rarely 
met  uith  analysts  during  his  2  5 -year 
reign.  Bruce  Kirk  of  S.G.  Warburg 
cannot  even  recall  seeing  him  at  the 
biennial  gathering  of  forest  products 
analvsts  in  the  Pacific  Northwest. 

"You'd  have  a  hell  of  a  time  finding 
a  company  that  did  worse  in  this 
industr\  over  the  last  20  years,"  com- 
plains Smith  Barney's  resp>ected  forest 
products  analyst  George  Adler. 

Change  may  finally  be  at  hand. 
Weverhaeuser,  now  65,  turned  over 


the  company's  reins  in  July  to  his 
chosen  successor,  John  Creighton  Jr., 
59.  Creighton,  one  of  the  few 
nonfamily  members  to  head  the  com- 
pany in  its  9 1  -year  historv',  is  focusing 
on  several  ke\  problems.  He  is  over- 
hauling the  company's  incentive  s\'s- 
tem  to  reward  each  mill  for  profitabili- 
t>-  rather  than  how  much  product  it 
manufactures.  He  is  narrouing  the 
company's  product  lines  to  concen- 
trate on  high -quality',  higher-margin 
products  like  white  papers  or  high- 
grade  lumber.  Creighton  is  also  mod- 
ernizing containerboard  mills  to  in- 
crease production  by  20%  and  slash- 


ing marketing  costs  in  wood 
products.  He  is  even  maintaining  reg- 
ular ties  to  the  financial  communit>'. 

Creighton,  a  lawyer  who  earned  a 
business  degree  at  the  Universit>'  of 
Miami  before  joining  Weyerhaeuser 
in  1970,  has  had  the  heads  of  each  of 
Weyerhaeuscr's  businesses  come  up 
uith  a  strategic  plan,  which  he  and  the 
board  will  analyze,  .\fter  that  re%iew, 
he  will  decide  whether  to  sell  large  but 
marginally  profitable  divisions  like 
real  estate  or  financial  services. 

Too  little,  too  late?  Robcn  Chow  is 
a  money  manager  with  Boston's  Fi- 
delity-   Management    &    Research, 


Weye'"^.ae'jse''s 
sawmill  near 
Longview.  Wash. 
Weyerhaeus«r 
used  to  push  log 
sates  over  fin- 
ished products 
like  lumber  and 
paper.  But  when 
the  tax  breaks 
for  timber  sales 
were  phased 
out,  the  company 
never  recovered. 
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Weyerhaeuser  Co. 

which  owns  1.8  million  of  Weyer- 
haeuser's  200  million  outstanding 
shares.  Sighs  Chow:  "I  hope  he 
comes  through,  but  I'm  not  counting 
on  it." 

Certainly  Creighton  has  some 
splendid  opportunities.  The  company 
has  properties  that  yield  little  in  the 
way  of  current  earnings  but  that  could 
probably  be  sold  for  a  good  price, 
including  its  real  estate  division  or 
some  of  its  precious  timberland.  "I'd 
divest  of  the  real  estate  division  as 
quickly  as  possible,"  says  Kathryn 
McAuley,  an  analyst  with  Brown 
Brothers  Harriman.  "It  doesn't  add 
anything."  Although  Weyerhaeuser 
owns  some  promising  properties,  in- 
cluding several  residential  develop- 
ments outside  Seattle,  the  fact  is  that 
real  estate  is  a  business  best  left  to  real 
estate  people.  Weyerhaeuser  has  had 
consistent  trouble  making  much 
money  with  real  estate.  This  division, 
whose  sales  totaled  $811  million  in 
1990,  lost  $2  million  before  interest 
in  the  first  half  of  1991. 

Creighton  has  made  a  few  promis- 
ing moves.  He  has  hired  the  highly 
respected  William  Shields,  former 
head  of  Willamette  Industries'  build- 
ing materials  operation.  Shields  is 
now  in  charge  of  improving  Weyer- 
hacuscr's  lumber  and  plywood  manu- 
facturing operations.  Hiring  from 
outside  was  nearly  taboo  at  Weyer- 
haeuser during  the  last  decade. 

George  Haloulakos,  an  analyst  with 
Dain  Bosworth,  estimates  that  by 
consolidating  staff  fi.mctions,  improv- 
ing efficiency  and  using  more  recycled 
fiber,  Weyerhaeuser  will  increase  pre- 
tax profits  by  84  cents  a  share. 

But  change  moves  at  a  glacial  pace 
in  this  company.  On  a  recent  trip  to  a 
Weyerhaeuser  mill,  one  analyst  noted 
far  more  employees  per  mill  than  most 
of  Weyerhaeuser's  more  automated 
competitors  have.  Does  Creighton 
have  a  free  hand  to  reverse  the  stale 
old  policies?  Maybe  not.  George 
Weyerhaeuser  remains  chairman  and 
has  personally  selected  nearly  ever)' 
member  of  the  board.  Weyerhaeuser 
and  C^reighion  declined  to  talk  with 
FoRBKS  for  this  story,  citing  among 
other  things  a  negative  stor>'  on  the 
company  that  ran  13  years  ago.  Like 
an  elephant,  Weyerhaeuser  never  for- 
gets. I  ,ike  an  elephant,  it  is  also  hard  to 
turn  around.  ■■ 


The  turmoil  in  the  thrift  industry  is  creating 
enormous  opportunities  in  the  mortgage 
servicing  business.  The  rewards  are  fairly 
obvious.  Less  so  are  the  risks. 

Eveiy  extra 
basis  point 
can  help 


By  Matthew  Schifrin 

James  Tang  is  a  former  astrophysicist 
who  went  into  the  parking  lot  busi- 
ness in  1981  and  has  since  built  his 
Houston-based  Allright  Auto  Parks 
into  one  of  the  nation's  largest  park- 
ing lot  companies.  He  is  now  invading 
the  finance  business. 

In  1988  Tang  tried  to  acquire  a 
busted  thrift  from  the  Federal  Sa\'ings 
&  Loan  Insurance  Corp.  Too  much 
red  tape.  In  nosing  into  that  deal, 
however,  he  found  something  he 
liked  even  better. 

Backed  by  some  Hong  Kong  inves- 
tors, he  bought  from  the  Resolution 
Trust  Corp.  the  rights  to  senice  $7 
billion  in  mortgages  formerly  serviced 
by  Commonwealth  Federal  Savings 
Association,  an  insolvent  Houston- 
based  thrift:.  The  price  was  $34  mil- 
lion. Says  Tang,  who  is  teaching  him- 
self the  mortgage  ser\icing  business  as 
he  goes  along:  "We  think  it  is  a  good 
opportunity'." 

And  how.  F>er\'  payment  made  on 
a  residential  mortgage  includes  a 
small  percentage,  usually  around 
0.4%,  or  40  basis  points,  which  goes 
for  ser\'icing  the  mortgage;  that  is, 
collecting  the  checks,  making  sure 
that  the  insurance  and  taxes  are  paid 
and  passing  the  interest  and  amorti/a 
tion  on  to  the  institution  that  ht)[ds 
the  mortgage. 

This  is  bin  business.  There  is 
around  $1  trillion  in  home  mortgages 
currently  outstandinn.  Senicinn 
them  generates  around  S4  billion  a 


year  in  revenues.  And  it  can  be  an 
extremely  profitable  business,  with 
returns  on  equit^'  rspicallv  running 
from  12%  to  25%.' 

One  reason  that  the  business  is  so 
profitable  is  the  float — the  use  of  the 
money  between  the  time  taxes  and 
insurance  are  due,  usually  quarterly  or 
semi-annually,  and  the  time  a  mort- 
gage payer  pays  for  them,  which  is 
monthly.  A  few  states  require  a  rebate 
of  part  of  the  interest  earned  on  the 
float.  The  float  can  amount  to  as 
much  as  1.5%  on  outstanding  mort- 
gage balances. 

So  on  a  SIO  billion  portfolio  of 
mortgages  the  monthly  float  can 
amount  to  more  than  $150  million. 
Facu  at  current  IVeasurN  bill  rates, 
such  a  float  would  generate  around 
$500,000  a  month  for  the  mortgage 
servicing  company. 

Small  wonder  that  smart  business 
people  like  Tang  ha\e  been  attracted 
to  the  business.  So  have  General  Hlcc- 
tric  C'apital,  Sid  and  Lee  Bass,  Gold- 
man, Sachs,  Cargill  and  C'anadian  in- 
vestment firm  Gordi>n  C^apiial.  Doz- 
ens of  smaller  private  investors  are 
pooling  their  money  and  also  buung 
scr\  icing  rights. 

More  bidders  arc  likely  to  emerge. 
The  Resi>luiion  Trust  Corp.  has  so  tar 
sold  the  sen  icing  rights  to  some  SK^O 
billii)n  in  mortgages.  At  least  another 
$50  billion  remains  to  Ix*  sold,  proba 
blv  within  the  next  6  ti>  12  months. 

l-.arly  bidders  probabh   have  solid 
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paper  profits.  On  some  low-quality 
portfolios,  prices  for  servicing  rights 
drop  as  low  as  one-quarter  of  1%  of 
the  value  of  the  mortgages — $2.5 
•million  for  a  $1  billion  portfolio. 
Prices  of  some  high-quality  portfolios 
run  as  high  as  4.75%.  Typically, 
though,  today  servicing  rights  go  for  a 
little  over  1%,  but  this  is  still  a  fairly 
attractive  price.  Before  the  thrift  cri- 
sis, servicing  rights  commonly  com- 
manded 2%  and  more  of  the  underly- 
ing mortgage's  face  value. 

The  stock  market  has  taken  notice. 
The  shares  of  Pasadena,  (.alif's 
Countrywide  Oedit  Industries, 
which  has  aggressively  built  its  mort- 
gage servicing  portfolio  to  about  $16 
billion,  arc  up  from  5%  a  year  ago  to  a 
recent  30.  In  the  meantime,  the  com- 
pany has  floated  two  oversubscribed 
common  stock  offerings,  raising  $210 
million. 

Lomas  Financial,  now  in  Chapter 
1 1 ,  hopes  to  profit  from  the  excite 
ment.  Lomas  is  spinning  off  its  trou- 
bled real  estate  portfolio  to  equity 
holders  and  will  retain  the  rights  to 
service  the  mortgages  on  the  spun-off 
properties.  Recast  as  a  mortgage  ser- 
vicing company,  lx)mas  plans  to  issue 
new  equity  to  creditors  as  part  of  its 


reorganization. 

Lcnnar  Corp.,  the  big  Miami-based 
home  builder,  is  using  mortgage  ser- 
vicing to  cushion  the  home  building 
downturn.  Lennar  has  nearly  doubled 
its  mortgage  servicing  portfolio,  to  $3 
billion,  in  the  last  year.  Thanks,  in 
part,  to  this,  company  earnings  are  up 
over  50%  for  the  first  nine  months  of 
this  year. 

Weyerhaeuser  Co.,  the  old -line 
lumber  company  (see  story,  p.  38),  is 
taking  a  somewhat  similar  approach. 
Donald  Lange,  Weyerhaeuser  mort- 
gage chief,  says  his  company  is  selling 
oflTits  $1.1  billion  (assets)  thrift  but 
retaining  its  much  more  profitable 
mortgage  servicing  company,  which 
services  around  $1 1  billion  worth  of 
mortgages. 

Why  don't  the  banks  that  issue  the 
mortgages  do  their  own  servicing? 
Many  of  them  do,  but  the  financial 
regulators  are  making  it  more  diffi- 
cult, insisting  that  they  back  the  mort 
gages  they  service  with  capital.  This 
ties  up  capital  that  banks  and  thrifts 
need  for  other  purj>oses. 

Standard     Federal    Savings,    of 
Gaithersburg,  Md.,  found  a  neat 
way  around  the  problem.  Last  sum 
mer  it  formed  a  limited  partnership 


with  the  state  of  Montana  to  service 
its  mortgages.  Under  this  arrange- 
ment. Standard  Federal  can  contin- 
ue to  increase  its  ser\icing  portfolio 
off  its  balance  sheet  and  dedicate  its 
capital  to  expanding  its  other 
businesses. 

Arc  the  bank  and  thrift  regulators 
being  too  hard  nosed?  Not  necessar- 
ily. Like  any  business,  mortgage  ser- 
vicing has  its  risks  as  well  as  its  re- 
wards. With  the  rush  to  refinance 
existing  mortgages  at  lower  rates,  the 
servicers  could  find  that  their  mort- 
gage portfolios  shrink. 

According  to  the  Mortgage  Bank- 
ers Association,  refinancings  were  re- 
cently running  at  nearly  45%  of  cur 
rent  mortgage  applications,  as  com- 
pared with  a  more  typical  1 5%  rate.  To 
stay  in  business  with  these  continuing 
drains  on  their  portfolios,  mortgage 
servicers  must  continue  to  buy  new 
servicing  rights.  They  must  also  auto- 
mate their  operations,  so  as  to  wring  a 
few  extra  basis  points. 

Another  risk:  defaults,  which  are 
also  on  the  rise.  Many  mortgages  arc 
the  responsibility  of  the  company  that 
services  them.  These  so-called  re- 
course mortgages  can  leave  the  serx'ic- 
er  on  the  h(K)k  for  mortgages  that  go 
bad,  even  though  the  servicer  didn't 
originate  the  loan. 

Citicorp  Mortgage  Inc.,  the  St. 
Louis-based  subsidiary  of  Citicorp, 
and  the  largest  mortgage  service  ofHrr- 
ator  in  the  country',  is  finding  this  out 
the  hard  way.  About  3.5%  of  Citicorp 
Mortgage's  $57  billion  conventional 
first  mortgages  portfolio  is  90-day 
delinquent,  compared  with  1.6% 
industrywide. 

Part  of  Citicorp  Mortgage's  prob- 
lem is  due  to  a  program  that  offered 
loans  to  home  buyers  without  much 
documentation.  In  August  Citicorp 
announced  that  it  was  restmcturing 
the  mortgage  ojxTations  and  stopped 
oft'ering  the  low  d(Kumcntation 
mortgages. 

Because  of  the  risks  in  the  business, 
the  banking  authorities  arc  anxious  to 
make  sure  mortgage  scrN-icing  is  in 
strong  hands.  Says  Federal  National 
Mortgage  Association  Senior  Vice 
President  Rolxrt  F'ngclstad,  "We  arc 
interested  in  doing  |  mortgage  servic- 
ing) business  with  folks  who  are  in  it 
tor  the  long  haul,  not  just  Ix'cause  the 
numbers  are  favorable  todav."       §■ 
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Volkswagen  was  the  first  European  carmaker  to  crack  the  U.S.  auto  market. 
As  other  European  makers  of  lower-priced  cars  pull  out, 
VW  signals  its  intention  of  staying  the  course. 

In  the  long  run  you  can't 
hide  from  competition 


By  Peter  Fuhrman 


1977  VW  Rabbit 
Later 
renamed 
the  VW  Golf. 


1985  VW  Golf 
It's  hard  to  see 
the  difference 
from  the  earlier 
version. 


1992  VW  Golf  A3 
More  slope 
to  the 
front  end, 
but  not 
much  else. 
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There  once  were  eight  Western  Eu- 
ropean cars  in  the  low-to-mid-price 
range  of  the  U.S.  auto  market.  Gone 
are  Fiat,  Renault  and  the  European 
subsidiaries  of  GM  and  Ford,  among 
others.  Only  Germany's  Volkswagen 
is  left,  since  Britain's  Sterling  and 
France's  Peugeot  recendy  announced 
their  exit  from  the  U.S.,  because  their 
sales  have  collapsed.  European 
marques  at  the  high-priced  end  of  the 
market — Mercedes,  BMW,  Porsche, 
Jaguar,  Volvo,  Saab  and  the  super- 
prestige  cars — have  fared  slightly  bet- 
ter than  the  volume  sellers,  but  even 
so,  their  sales  are  down  by  almost  a 
quarter  so  far  this  year.  Cherall,  Eu- 
rope's share  of  the  U.S.  car  market  is 
now  just  4.1%,  the  lowest  figure  in 
three  decades. 

Now  even  wv  is  just  about  hanging 
on.  In  the  mid-1960s,  at  its  peak,  wv 
was  selling  over  600,000  cars  a  year  in 
the  U.S.;  this  year  it  nniII  be  luck\'  to 
sell  100,000.  In  the  first  eight  months 
of  this  year  sales  are  dow  n  30%  from 
1990.  Of  this  dwindling  number, 
fewer  vws  come  from  Germany,  and 
within  two  years  \irtually  all  \avs  sold 
in  the  U.S.  will  likely  come  fixim 
plants  in  Mexico  and  Brazil. 

The  Euri>peans  complain  of  a  weak 
dollar,  plus  the  cost  of  meeting  U.S. 
regulations.  VVhy,  then,  do  the  Japa- 
nese auti>makers  seem  to  Ix'  able  to 
surmount  these  same  problems?  The 
answer  is  that  the  Eua^pcans'  real 
problem  isn't  currency-  or  regulation. 
It  is  prtxiuctiNitN ,  qualin  and  design. 

It  is  nt>t  that  the  Eua>pcans  don't 
know  ht>w  to  make  gixxi  cars;  they 
certainly  do.  But  they  have  little  in- 
centive to  .stay  abreast  of  trends,  since 
their  domestic  markets  arc  highly  pro- 
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tected.  This  protection  has  insulated 
European  carmakers  from  the  pain 
inflicted  upon  Detroit  during  the  past 
decade  by  the  Japanese.  But  it  has 
lessened  their  need  for  more  efficient 
manufacturing  and  more  innovative 
designs  in  the  lower-priced  segments 
of  the  market. 

"American  [carmakers']  perfor- 
mance, under  unrelenting  pressure 
from  the  Japanese  transplants,  has 
improved  dramatically,"  says  Daniel 
Jones,  a  professor  at  the  University  of 
Cardiff  in  Wales.  Jones,  one  of  the 
authors  of  TJie  Machine  that  Changed 
the  Worlds  the  pioneering  study  into 
automobile  manufacturing,  adds: 
"But  [protected]  Europe,  by  con- 
trast, has  not  yet  begun  to  close  the 
comp>etitive  gap." 

Among  Europe's  larger  automak- 
ers, it  now  takes  an  average  of  50% 
more  assembly  hours  to  complete  a 
car  than  at  GM,  Ford  and  Chr>'sler 
factories  in  the  U.S.,  and  75%  more 
hours  than  at  Japanese -owned  fac- 
tories in  the  U.S.  Defects  are  also 
much  more  common  in  popularly 
priced  European  cars.  In  the  J.D. 
Power  &  Associates  owner  surveys, 
vw  cars  are  ranked  next-to-bottom 
among  all  volume  makers. 

The  average  European  model  cycle 
is  12  years.  In  the  U.S.  it  is  7.5  years; 
in  Japan,  4.5  years.  Compare  Eu- 
rope's bestselling  automobile,  the 
Volkswagen  Golf,  with  its  rival,  Hon- 
da's Civic,  and  the  former  comes 
across  as  a  very  low- tech  car. 

In  the  excruciatingly  comf>etitive 
U.S.  market,  sales  of  the  $11,000 
Golf  this  year  \\ill  be  fewer  than 
25,000,  down  from  its  peak  of 
2 15,000  in  1979.  Honda  expects  that 
its  brand  new  Civic,  also  priced 
around  $11 ,000,  will  sell  significandy 
more  next  year  than  this  year's 
230,000  cars  in  the  U.S.,  nearly  ten 
times  as  many  as  the  competing  vw 
product.  An  option  on  the  new  Civic, 
to  be  assembled  in  Ohio,  will  be  a  gas 
miserly  VTHc:  F  engine  that  promises 
50mpg  in  City  driving. 

There  have  been  recent  board  level 
discussions  at  Volkswagen  about  pull 
ingout  of  the  U.S.  market.  But  Volks- 
wagen is  determined  to  stay,  vw's 
U.S.  management  has  just  been  re- 
placed, with  William  J.  Young  taking 
over  as  president  from  Hans-Jorg 
Hungcrland.  Its  headquarters  staff  is 
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being  cut  10%  and  will  be  moved  to 
new  facilities  in  Michigan.  But  as  a 
signal  of  its  determination  to  stay,  vw 
has  just  op)ened  a  U.S.  design  studio 
in  Simi  Valley,  Calif. 

In  hanging  on  here,  vw  senior  man- 
agement is  showing  long-range  wis- 
dom. Today  in  Europ)e,  Japanese  cars 
sell  for  more  than  they  do  in  the  U.S. 
This  is  a  situation  that  exists  only 
t>ecause  the  Europeans  both  levy  du 
ties  on  the  Japanese  and  impose  quo- 
tas on  them.  If  this  situation  changes, 
vw  will  be  the  stronger  for  its  exp)o- 
sure  to  the  far  rougher  U.S.  market. 

Europe's     carmakers     have     just 


pushed  the  European  Communit>'  to 
limit  Japanese  car  sales  until  1999, 
including  those  made  in  Europe.  This 
continues  the  1 5  years  of  protection 
for  Europe's  carmakers  and  the  2 
million  workers  directly  employed  in 
the  industry.  In  the  short  run  this  will 
benefit  Europe's  car  producers,  but  at 
a  huge  if  hidden  cost  to  European 
consumers  as  well  as  to  the  compa- 
nies' own  long-term  ability  to  com- 
pete. In  chcK)sing  to  stay  and  fight  it 
out  in  the  U.S.,  Volkswagen  has  a 
message  for  other  European  carmak- 
ers. The  message  is:  In  the  long  run 
vou  can't  hide  from  competition.  ^ 


1973  Honda  Civic 
Theori^iiial 
dumpy  little 
number. 


1984  Honda 
Civic  DXHB 
More  stresnv 
lined,  snazzier 
all  around. 


1992  Honda  Civic 
VX  Hatchback 
Flared  wtieel 
arches,  spoiler, 
air  bags  et  al. 
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Walter  Wriston  wasn't  so  dumb  to  suggest  that 
sovereign  nations  don't  default  on  their  debt. 

Good  news  at  last 


By  Laura  Jereski 

After  years  of  nasty  surprises  from 
their  insolvent  Latin  American  gov- 
ernment debtors,  U.S.  banks  are  final- 
ly getting  some  pleasant  surprises. 
Sounder  policies  in  Mexico,  Argenti- 
na, Venezuela  and  some  other  Latin 
American  countries  have  bolstered 
the  value  of  those  countries'  billions 
of  dollars  in  outstanding  debt,  easing 
the  pressure  on  banks  holding  the 
loans  to  add  to  their  reserves. 

In  the  rapidly  growing  market  for 
Third  World  paper,  Brazil's  sovereign 
debt  now  sells  for  34  cents  on  the 
dollar,  up  from  24  cents  in  January. 
Argentina's  debt  trades  at  around  39 
cents  on  the  dollar,  up  from  20  cents. 
Even  Peru,  reeling  under  terrorism 
and  unstable  government,  has  seen  its 
debt  climb  to  17  cents,  up  from  4 
cents  on  the  dollar  in  January. 

Mexico  has  become  such  a  good 
risk  that  its  restructured  obligations 
now  yield  just  10%,  about  in  line  with 
mid-grade  U.S.  corporate  bonds. 

For  the  New  York  money  center 
banks  that  have  been  bushwhacked  by 
bad  real  estate  loans,  the  Latin  debt 
news  is  a  ray  of  sunlight. 


How  bright?  It  depends  on  how 
bravely  the  banks  involved  bit  the 
bullet  earlier  by  writing  down  their 
Latin  loans.  But  don't  look  for  imme- 
diate earnings  gains,  because  the 
higher  bond  values  will  not  flow 
through  direcdy  to  earnings. 

Take  an  example.  Manufacturers 
Hanover  Corp.'s  survival  once 
seemed  threatened  by  its  heavy  load 
of  loans  to  Latin  and  other  poor 
nations.  Manufacturers  Hanover, 
now  in  the  process  of  merging  with 
Chemical,  has  already  set  up  reserves 
sufficient  to  cover  32%  of  the  face 
value  of  its  outstanding  Latin  debt, 
which  the  bank  estimates  is  enough  to 
cover  90%  of  the  problem  part  of  the 
portfolio.  Those  reserves  may  now  be 
adequate,  letting  the  bank  set  aside 
bigger  reserves  to  cover  bad  real  estate 
loans  and  leveraged  transactions. 

A  big  winner  is  archconservative 
J. P.  Morgan  &  Co.,  which  created 
reserves  covering  65%  of  its  Latin 
debt.  In  the  second  quarter,  Morgan 
was  able  to  apply  some  $560  million 
(about  $3  per  Morgan  share)  from 
loan-loss  reserves  to  its  general  re- 


Rewards  for  caution 

Company 

—Latin  American  debt*— 

Reserve 

Per-share  effect 

reserves            face  value 

coverage 

of  10%  increase 

($bil)                  ($bil) 

in  loan  value 

Overreserved 

Bankers  Trust 

$1,111              $1,543 

72% 

$1.13 

JP  Morgan 

500                   900 

65 

0.28 

Chemical 

698                1,094 

64 

0.72 

Adequately  reserved 

BankAmerica 

934                2,196 

43 

0.61 

First  Chicago 

98                   239 

41 

0.21 

Chase  Manhattan 

1.160                3.088 

38 

1.38 

Manufacturers  Hanover 

1,136                3.604 

32 

2.86 

Citicorp 

1.600                6,600 

24 

1.15 

•Second-quarter  results.    Source:  Brent  Erensel  of  Mabon  Securities  Corp. 
Big  winners:  iMinks  with  largest  loan-loss  reserves  against  their  Latin  debt. 


serves  to  cover  highly  leveraged  trans- 
actions and  other  loan  losses. 

That  indirectly  increases  Morgan's 
friture  earning  power  because  it 
means  the  bank  will  be  able  to  get  by 
with  fewer  additions  to  reserves  in  the 
friture — loan-loss  reserves  being  a  di- 
rect deduction  from  earnings. 

Besides  Morgan,  other  likely  win- 
ners are  Bankers  Trust  and  Chemical. 
But  many  banks,  like  Citibank,  are  less 
fortunate.  Securities  &  Exchange 
Commission  rules  prevent  banks  from 
booking  interest  income  on  Latin 
debt  that  they  haven't  written  down 
to  market.  Instead  the  interest  goes  to 
reduce  the  principal.  Unlike  its  breth- 
ren, J. P.  Morgan  wrote  down  the 
value  of  its  Brazilian  debt  to  market 
value,  allowing  it  to  take  $14  million 
in  interest  direcdy  into  earnings. 

To  be  sure,  the  price  recovery  for 
Latin  debt  remains  fragile.  The  mar- 
ket probably  can't  absorb  huge  selling 
by  banks  that  want  out.  This  summer 
a  worried  New  York  trader  visited 
Japanese  banks,  whose  mammoth 
$40  billion  or  so  in  Latin  debt  is 
concentrated  in  Brazil  and  Argentina. 
He  was  reassured  that  improved 
prices  would  not  tempt  them  to  sell. 

Still,  the  market  for  Third  World 
sovereign  debt  is  becoming  more  liq- 
uid every  day.  Some  $200  billion 
worth  of  Latin  debt  issues  will  trade 
this  year,  twice  last  year's  total  and 
more  than  ten  times  the  volume  of 
five  years  ago.  The  most  actively  trad- 
ed part  of  the  market  are  the  so-called 
Brady  bonds — Mexican  and  Venezu- 
elan bonds  issued  to  help  those  coun- 
tries restructure. 

In  a  sense  the  whole  affair  is  some- 
thing of  a  vindication  for  retired  Citi- 
corp Chairman  Walter  Wriston.  It  was 
during  his  watch  that  his  and  other 
big  U.S.  banks  lent  heavily  to  the 
developing  nations  as  a  means  of  recy- 
cling Arab  petrodollar  surpluses. 
When  critics  questioned  the  wisdom 
of  such  lending,  Wriston  suggested: 
Sovereign  nations  don't  default.  May- 
be Wriston  was  right  after  all. 

Will  bank  real  estate  lending  have  as 
happy  an  outcome?  Don't  bet  on  it. 
Unlike  stnereign  debt  that  is  in  ar- 
rears, foreclosed  real  estate  is  costly  to 
carry.  And,  adds  veteran  bank  sttKk 
analyst  Ciet)rge  Salem,  of  Prudential 
Securities:  "C'tnintries  have  taxing 
power,  developers  don 't . ' '  ^M 
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Make  a  wish 


Presenting  the  PowerMate  Imag  i 


In  the  past,  a  line  of  personal  computers  that  was 
built  around  your  needs  was  just  wishful  thinking. 
Well,  not  anymore.  Because  the  PowerMate*  Image™ 
Series  from  NEC  is  here. 

You  wished  for  superior  graphics 
performance.  Now  you  can  have 
it.  Thanks  to  NEC's  patented  Image 


1 

L 

1 

Video'"*  technology.  It  lets  you  handle  graphics- 
intensive  applications  at  lightning  speeds— up  to  400% 
faster  than  other  PCs  in  its  class.  What's  more,  our 
unique  ImageSync'"  technology  gives  you  flicker-free 
graphics  when  you  use  an  Image  Series  PC  with  one  of 
NEC's  new  MultiSync*  monitors. 
Greater  expandability.  With  room  for  four 


ISeries  Personal  Computers. 


internal  devices,  four  expansion  slots,  memory  expan- 
sion on  the  motherboard,  and  upgradable  video  RAM, 
your  system  can  easily  be  expanded 
as  your  needs  grow. 

Easy  upgradability. 

When  you  upgrade  you  get 

more  than  a  faster  CPU.  You 


^^ 


also  get  more  memory,  cache  and 

video.  And  since  opening  the  new 

Image  systems  is  as  easy  as  the  turn  of 

a  quarter,  upgrading  has  never  been  easier. 

For  more  information  call  1-800-NEC-INFO.  The  Image 

Series.  With  features  like  these,  it  should  definitely  be  on 

your  wish  list. 


Because  ^  is  the  way  you  want  to  go. 


NEC 


t 


NEC  invests  3.6 
billion  dollars 

annually  in  research 

and  development. 

That's  more  than 

most  computer 

companies  make 

in  a  year  And 

that  can 

make  a  lot 

of  wishes 

come 

true. 


The  SX/20i  has  advanced 
memory-caching  capability 
and  Image  Video  technology. 
It's  for  businesspeople  who 
are  looking  for  superior 
performance  without  a 
hefty  price 
tag. 


The 

SX/16i 

andSX/20viarethe 

entry-level  Image 
systems.  They're 
easily  upgradable 
and  feature  Image- 
Sync  technology  for 
maximum  graphics 
claritv. 


All  Image  Scries  PCs  come  packaged 
with  MS-DOS*  5.0.  Windows*  and  PFS:  Window  Works."* 


Cue 

CompuMfB  and  Coinmunlc«lk>nB 


Because  \  is  the  way  you  want  to  go. 


NEC 


Its  revenues  surged  from  under  $100  million  to  well  over  a  half-billion 
dollars  in  just  two  years,  but  Thomas  Chan  still  runs  Playmates  as  if 
it  had  never  stumbled  upon  the  Teenage  Mutant  Ninja  Turtles. 

Heroes  in  a  half  shell 


By  Andrew  Tanzer 

Teenage  Mutant  Ninja  Turtles 
grossed  well  over  $400  million  at 
wholesale  last  year,  grabbing  60%  of 
the  U.S.  market  for  what  the  trade 
calls  action-figure  toys.  Some  80  mil- 
lion of  the  green  reptiles  were 
shipped,  an  industry  record. 

The  superlatives  mount  for  these 
heroes  in  a  half  shell.  This  year  will  be 
the  third  straight  year  that  Ninja  Tur- 
des  dominate  action -figure  toys.  Over 
90%  of  American  boys  between  the 
ages  of  3  and  8  now  own  at  least  one 
Turde,  and  the  average  boy  has  more 
than  five  in  his  bedroom,  according  to 
industry  estimates.  Those  boys  also 
buy  the  comics  and  watch  the  car- 
toons and  movies. 

Pure  gold  for  Hong  Kong- based 
Playmates  International  Holdings 
Ltd.,  owner  of  the  license  to  produce 
Ninja  Turde  toys.  Turdemania  has 
made  Playmates  the  most  profitable 
company  in  toy  history.  In  1988  Play- 
mates took  in  $76  million;  in  just  two 
years  its  revenues  rose  above  the  half- 
billion-dollar  mark.  Its  aftertax  profits 
leaped  sixty- sevenfold,  to  $156  mil- 
lion, giving  Playmates  a  handsome 
29%  net  margin  and  119%  return  on 
equity.  Excluding  Japan's  Nintendo, 
which  is  in  a  diflferent  (videogame) 
business.  Playmates  is  the  first  toy- 
maker  in  history  to  net  over  $100 
million  in  one  year. 

As  a  result.  Playmates'  stock  shot 
up  700%  on  the  Hong  Kong  Stock 
Exchange  in  1990,  the  best  perfor- 
mance on  the  market.  Statistically,  the 
stock  is  still  cheap,  selling  at  under 
three  times  earnings.  Quite  clearly 
investors  don't  expect  the  fad  to  last 
forever.  Thomas  Chan,  41 ,  the  sober, 
perceptive  managing  director  of  Play- 
mates, would  agree  that  it  isn't  wise  to 
project  the  Turtles'  popularity'  indefi- 
nitely into  the  fijture.  He  knows  the 
toy  industry  is  littered  with  overnight 
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Playmates'  managing  director,  Thomas  Chan,  stays  cool 

"N«ver  believe  any  buyer  or  even  your  own  salespeople,"  he  advises. 

"They're  always  too  optimistic." 
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PUvnutcs  Intcmjtioaal 


boom-and-bast  stones,  as  a  &d  is 
picked  up  and  scxm  dropped  by  kids. 
Cofeco  rose  and  fidl  widi  die  fortmics 
of  its  Cabha^  Patdi  DoHs;  Teddy 
RiEqxn,  die  taflom^  teddy  bear  (made 
by  Worlds  ofWooda-),  was  even  mofc 
spcfTanibriy  sfaort-livod.  Worids  of 
Wonder  cvoitually  went  Ch^Ncr  1 1. 
Chao,  whose  Eunily  owns  49%  of 
Playmates,  with  shares  worth  $215 
miUioTL,  has  no  intention  of  rcpeatii^ 
those  nightmarish  scenarios. 

Far  from  spending  profits  he  hasn^t 
yet  garnered,  Thomas  Chan  is  prepar- 
ing i<x  the  v.-or5t.  Smart  feikiw,  Chan. 
He  knows  the  truth  of  the  advice 
attributed  to  the  late  Thomas  J.  Wat- 
von  of  lEM:  The  wont  nmrakrs  in 
business  arc  made  in  good  times,  not 
in  bad  times.  Chan  b  running  a  tight 
ship,  holding  do«ii  overhead  and 
spending  a  lot  ofhis  time  kx)kii^  for  a 
successor  to  the  Turtles. 

Lean  is  too  fat  a  word  to  describe 
Chan's  I*la>inatcs.  Just  110  employ- 
ees generate  $530  million  in  sales  and 
SI  56  million  of  net  profits.  He  has  cut 
liic  head  count  every  year  suice  1986; 
fixed  overhead  is  now  $14  milbon. 
(  ompany  hcadquartcn  in  Hong 
\  '  ''  if>on  district  b  Spartan, 
rpcis  and  decoration. 

Chan  rails  against  the  corporate 


bloat  of  U.S.  companies.  **Qxkoaa 
had  1,000  cmplo;«es  when  it  imoK 
hanknqit.  At  one  poiiM;  it  had  75  vice 
prradmts — wc  ha«c  5  or  6  and  they 
talk  to  me  every  day.  At  Worlds  oif 
Wonder,  the  prcskknt's  office  was 
3,000  square  feet;  miiic  is  150  square 
feet.  If  I  ran  Mand,  it  wooU  make 
$150  miDioa  profits,  instead  of  $90 
miUioo.^ 

Playnutcs  has  ne%rr  forgpnen  its 
hard-luck  brgjnnif^s.  It  was  founded 
in  1966  by  Thomas^  &tbcr,  Chan  Tai 
Ho,  not  long  aficr  the  ^mily  escaped 
in  tiny  sampans  fiom  Gnangnlor^ 
province.  It  started  as  a  subcontractor 
for  foreign  tXK  prtxlucers.  Ncm  Chan 
subcontracts  mann&cturing  to  pbnts 
in  China  and  Macao.  But  to  be  flexi- 
ble and  to  aDow  quick  decisions,  he 
sav-s.  he  subcontracts  onh'  to  a  hand- 
ful. Some  MS.  to%inakcrs  use  100 
subcontractors. 

E\en  design  b  subcontracted.  The 
con^nin'  studies  more  than  500  neu- 
toy  concepts  a  >ear  brought  to  it  b^* 
sources  such  »&  Holh'w  cod,  cartoon 
and  comic  book  artists  and  ftcdance 
designers.  (The  idea  for  Playmates* 
ne«-  hot-selling  WatcrBabies  DoU  was 
devekipod  by  a  St.  Loub  banker.  \ 

""X  could  ha\e  100  designers  in- 
house,  but  therc''s  no  guarantee  the\' 


wodA  €omc  wp  mA  ctea  a  sii^j 
good  idea,**  tan  Chan.  Bctscr  to  (nek 
the  braio*  of  people  wfio  arc  in  busi- 
ness fortfaamdivs. 

To  init  cadr  iowoKorv.  PUy- 
nijfrs  fiWiMiltfiMlt  macfsuppbes  the 
markff  Soles  ncvhr  qaadrufied  in 
1990,  bat  Thtfmuta  ended  the  \  ear 
with  leas  ioweaconr  than  at  the  begin- 
tm»^  The  company's  nles-to-imcn- 
torr  rado  of  51  b  four  limes  the 
acec^c  io  the  U.S,  tor  iodBStty. 

Moreover,  koqing  Tonics  in  tight 
supply  hdps  to  keep  tfacm  io  demand. 
You  want  kids  f^hriog  io  the  aisles  for 
the  toys,  sof  tor  inariBCtiag  ciperts. 

Thooias  Quo  works  faanl  at  stay- 
ing cooL  *^oa  slioirid  never  believe 
any  bovcr  or  even  your  own  salespeo- 
ple,"" he  adobes.  ^They're  alwa«^  too 
optimistic.  Most  rctaflcrs  don''t  knov\' 
what  the  hd  tfaey'te  doing.''  But 
don't  tcuikj:;  ^et  angry  when  they're 
undentockcd?  'Hint's  oka%\''  sa\^ 
Chan.  "When  retaflcrs  are  angr>  at 
von,  k  means  you  have  a  good  prod- 
uct.'' Bat  vMoc  awaiB  a 


Eurcr 

vritfaoat  sometfaii^  as  hot  as  the  Tur- 
tles vsho  dates  try  tins  approach. 

The  Turtles  came  to  Fl»nnatcs  in 
ooe  of  those  strokes  of  lock  that  a 
gr™*"^  oMicprencnr  ftc  Chan  can 
capitafize  on.  And  it  happened  on  the 
heds  of  a  near  hankrnpicy  for  the 
cooqnny.  It  had  eipaodod,aDd  b\' the 
mid-1980s  was  ""^^-p.  OBore  and 
more  eUxxanc  ikxtionic  and  mc- 
charoral  toys.  Afier  some  successes. 
Playmates  introdnocd  fM  in  1987. 
She  was  Ftaynmcs'  most  complex 
doll  ever,  vrith  lifaAwig  eves  aiid  a 
svnvefit^  neck — and  vas  a  dbaster. 
lill  cost  $200  to  make  and  vriioksaled 
for  $129.  'T  learned  that  poratts  are 
not  goii^  to  pay  S200  for  a  doO,  and 
that  complicatod,  expensive  toys  have 
\ery  Etde  upside  potcntiaL^  he  sa\5. 
na\iiiatcs  lost  S5  oriBon  that  \ear. 

But  mhcn  good  forot  < 
Chan  «^xs  ready  for  it.  Ricki 
now  La  Mira«ia,  Cafif.-lnsc 
\Sce  president  of  PlavTaaics.  t 

Toetugc  Mutant  N — 
Chan.  The  Turtles. 
arcHind  S4,  arc  based  on  a  cor-iv.  stnp 
doeioped  b>-  rAX>  Massachuscrr^  art- 
ists. Thcv  had  been  slmyfiPil  ;a\xind 
to  laree  ten' cori^anics  suidi  as  Hasbro 
and  N'  A-hich  reioctcd  them  as 

toob^.        s  The  Tunics  are  what  arc 
called  pknomotiocul  iw's — based  on  a 


SO 
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1  Litre  94?  Proof 


COULD  YOUR  HEART  BENEFIT  FROf 


Thanks  to  the  miracle  of  modern  technology  its 
now  possible  to  pump  new  life  into  your  driving 
experience.  With  the  Acura  Legend  Coupe. 

While  the  Legend  Coupe  offers  a  number  of 
innovations  throughout,  its  ability  to  increase  your 
pulse,  not  to  mention  your  appetite  for  the  road, 
comes  mainly  from  its  3.2-liter,  24-valve  V-6.  A 


power  plant  that  was  modeled  after  the  engines  that 
have  helped  us  to  win  five  straight  Formula  One 
Construaors'  World  Championships. 

In  other  words,  an  engine  that's  very  efficient 
very  powerful,  and  as  a  ri?sult  of  these  qualities,  very 
capable  when  it  comes  to  propelling  you  forward. 

Its  impressiw  horsepowvr  and  torque  come  from 


^ 


J 


HE  USE  OF  ANOTHER  24  VALVES? 


its  four-valve-per-cylincler  design,  Programmed  Fuel 
Injection  and  a  Variable  Induaion  System  that  ensures 
plenty  of  acceleration  at  both  low  and  high  speeds. 
And  to  make  sure  this  abundance  of  high-perform- 
ance technology  isn't  burdened  by  an  overabundance 
of  weight,  the  Coupe  engine  makes  great  use  of  light- 
weight aluminum  alloy,  which  not  only  improves 


the  Coupes  throttle  response,  but  also  its  handling. 

Visit  your  Acura  dealer  to  test  the  performance 
of  the  Legend  Coupe  engine,  and  the  equally  ad\'anced 
engineering  that  accompanies  it.  Driving-wise,  it 
should  improve  your  condition  dramatically.  Call 

more  information.     \l_V  PRKiaoNCRAniDPERfORMANCi 


FACT:  You  are  Only  Worth  45% 
of  What  You  Think  You  are  Worth, 

Within  9  months  after  your  death,  your  family  will  have  to  pay  55%  of  your 
assets  in  federal  estate  taxes.  It  took  you  50  years  to  build  your  estate.  Do  you 
really  want  it  cut  in  half?  This  is  not  necessary.  You  can  reduce  your  estate  tax  cost 
up  to  90%  and  pay  your  taxes  at  10-30  cents  on  the  dollar. 


Death 


Taxes 


The  Wealth  Creation  Centers 
concept  simply  involves  transferring 
money  to  an  irrevocable  trust.  Then, 
the  trust  purchases  a  one-payment 
life  insurance  policy  based  on  current 
assumptions.  Upon  death,  the  policy 
produces  the  money  to  pay  the  estate 
taxes  at  a  substantial  discount.  Uncle 
Sam  receives  the  full  estate  tax  due 
while  your  family  can  retain  the  full 
value  of  your  estate.  (For  trust  and 
tax  information  see  your  own 
accountant  or  attorney). 

Barry  Kaye  wrote  the  book  on 
how  to  "Save  A  Fortune  On  Your 
Estate  Taxes."  Let  the  man  who 
wrote  the  book  resolve  your  problem. 

Remember,  not  your  attorney, 
not  your  accountant,  not  your 
investment  advisor,  ONLY  a  life 
insurance  company  will  bring 
you  a  check  to  pay  your  estate 
taxes  at  a  discount. 


Fabcrcc  cca  troni  the  F-orhcs  Mana/inc  Colleciion. 


This  1/2  stays        This  1/2  goes 
in  your  estate.       to  Uncle  Sam. 


Reduce  your  Estate  Tax  Cost  up  to  90% 


* 


If  your  estate  is  over  $3  million,  call  for  a  free,  no-cost,  no-obligation  proposal  and 

our  book:  Save  A  Fortune  On  Your  Estate  Ta.\es  which  describes  our  concepts. 

Call  the  original  creators  of  the  estate  lax  cost  discount  program  now  at  800-932-5841. 

Available  in  K^^^^v^no 


Barry  Kaye,  author  of 
Save  a  Fortune  on 
Your  h"st«tf  Taxes 


Wealth  Creation  Centers 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

1901  AVENUE  OF  THE  STARS.  SUITE  500 
LOS  ANGELES.  CA  ^0067 
213-277-9400  FAX:  21  i-282-0775 

*  Based  on  current  assumptions   ©1991  Wealth  Cre.\tion  Centers 
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"Much  UM.ful 
aJxicc  fr\Mn  a 
pr\v"-  FoWvs 


Playmates  International 

concept  that  lends  itself  to  selling 
through  TV  ads  and  cartoon  shows.  At 
that  time,  the  Turtles  were  not  tied  to 
a  major  movie  or  cartoon. 

When  Playmates  unveiled  the  Tur- 
tles at  the  New  York  Toy  Fair  in 
February  1988,  buyers  greeted  them 
with  a  yawn.  Retailers  also  showed 
little  interest.  The  few  who  did  got 
quite  a  surprise:  The  wisecracking, 
pizza-eating,  radioactive  characters 
went  flying  off  the  shelves  after  they 
were  launched  in  mid- 1988. 

Sallis,  though,  knew  he  was  on  to 
something  different.  He  had  driven 
around  with  a  life-size  turtle  in  the 
passenger  seat  of  his  car.  "People 
stared  so  hard  they  almost  crashed 
into  me,"  he  says.  "Adults  didn't  get 
it;  children  saw  the  humor  of  it.  Kids 
live  in  a  different  world."  He  sensed 
that  little  boys  were  ready  for  the 
likable,  humorous  Turtles  after  a 
spate  of  grim  action  figures  such  as  He 
Man  and  G.I.  Joe. 

Playmate  promoted  early  sales  by 
paying  for  the  first  five  episodes  of  a 
cartoon  series  on  the  Turtles.  The 
cartoon  is  now  consistently  the  top- 
ranked  Saturday  morning  kids  show 
in  the  U.S.,  is  popular  in  Europe  and 


will  air  in  Japan  later  this  year.  Play- 
mates also  benefited  from  the  block- 
buster ($135  million  gross)  movie, 
launched  in  March  1990,  and  its  se- 
quel ($90  million  gross). 

Taking  a  lesson  from  Mattel's  line 
of  dozens  of  Barbie  dolls  and  accesso- 
ries, Chan  now  launches  new  Turtles 


Taking  a  lesson  from 
Mattel's  line  of  dozens  of 
Barbie  dolls,  Chan  now 
launches  new  Turtles  ev- 
ery year.  There  are  now 
90,  including  .  .  .  surfer 
Turtles.  But  Chan 
knows  full  well  that  the 
Turtles  could  easily  go 
the  way  of  the  Cabbage 
Patch  Dolls. 


ever)'  year.  There  are  now  90,  includ- 
ing samurai  Turtles,  military'  Turtles, 
surfer  and  space  Turtles.  This  year 
he's  adding  talking  Turtles,  rock  'n' 
roll  and  sports  Turtles. 

But  Chan  knows  flill  well  that  the 
Turtles  could  easily  go  the  way  of  the 
Cabbage  Patch  Dolls.   Playmates  is 


launching  five  other  new  toys  this 
year.  Top  contender:  Toxic  Crusad- 
ers, led  by  "grime -fighting"  Toxie, 
which  are  also  tied  to  a  cartoon  show. 
They  arc  hideously  deformed  and  of 
superhuman  strength,  and  got  that 
way  by  falling  into  a  vat  of  toxic  waste. 
The  Crusaders'  mission  is  to  fight 
pollution  and  e\'il  characters  such  as 
Dr.  Killemoft'and  Radiation  Ranger. 
Chan  knows  his  kids.  He's  aware  that 
from  kindergarten  on  their  teachers 
fill  them  full  of  horror  stories  about 
pollution.  Already  the  environment 
protectors  are  number  three  or  four  in 
the  action-figure  market. 

Lxjoking  to  the  girls'  market.  Play- 
mates has  also  launched  VVaterBabies 
Doll,  \Nhich  looks  and  feels  like  a  real 
baby  when  filled  with  warm  water. 
Over  2  million  have  already  been  sold 
at  S16  (retail). 

None  of  these  may  equal  the  Tur- 
tles. And,  unexpectedly,  the  Turtles 
could  live  as  long  as  Mickey  Mouse. 
But  Chan  isn't  counting  on  either 
thing  happening.  "If  Turtles'  sales 
were  to  collapse  from  nearly  S500 
million  today,  even  to  SI 00  million, 
we'll  still  make  a  profit,"  asserts 
Chan.  ^M 


Interest  rates  up? 
Interest  rates  down? 

Introducing  Merrill  Lynch  Adjustable  Rate  Securities  Rind. 


Interest  rate  changes  may  be 
tough  to  predict.  That's  why 
this  Fund  seeks  high  current 
income,  consistent  with  limit- 
ing the  degree  of  principal 
risk  due  to  changing  rates, 
it  is  designed  to  provide 
monthly  dividends,  which 
fluctuate  with  rates. 

Since  the  Fund  invests 
primarily  in  adjustable  rate 
mortgage-backed  securities 

Sk,  OFFICIAL  SPONSOR  OF  THE  1992  US  OLYMPIC  TEAM 


guaranteed  by  the  U.S. 
Government  or  its  agencies 
and  other  investment  grade 
adjustable  rate  securities,  you 
also  enjoy  limited  credit  risk.* 

Ask  your  Merrill  Lynch 
Financial  Consultant  for 
more  information. 

For  more  complete  informahon.  irn  lading  all 
charges  and  expenses,  request  <  i  pmspectus 
Please  read  il  carefully  iK-hre  you  invest  or  send 
money.  'Individual  m  •(  urines  atoned  by  the  Fund, 
but  not  shares  of  the  Fund,  may  he  ifuaranteed 
by  the  LI  S  Government  or  its  ageiKies 

01991  Merrill  LytKh.  Pierce,  FennerS  Smith.  Inc 
Member  SIPC. 


r  CaU  1-800-637-7455,  oL  6974  ^ 
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Merrill  Lynch 

A  tradition  of  trust. 
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OH  THE  DOCKET 


Three  years  ago  some  high-powered  law  firms  allegedly 
made  a  drafting  error  that  has  come  back  to  haunt  them, 
a  bankrupt  publisher  and  its  creditors. 

Fine-priiit 
follies 

By  James  Lyons 


Can  a  trustee  for  bondholders 
change  its  position?  That's  what  First 
Trust  National  Association  wants  to 
do  in  the  Chapter  11  bankruptc\^  of 
Ralph  IngersoU  IPs  Communit}^ 
Newspapers,  Inc. 

The  controversy  centers  on  a  bond 
indenture.  Bond  indentures  spell  out 
with  legal  boilerplate  the  terms  of  the 
bond  and  the  obligations  of  the  issu- 
er. It's  the  job  of  the  bondholders' 
trustee  to  enforce  the  terms  of  the 
indenture  and  protect  the  interests  of 
the  bondholders. 

Which  is  where  First  Trust  comes 
in.  A  St.  Paul-based  subsidian,'  of  First 
Bank  System,  Inc.,  First  Trust  was 
trustee  for  some  bonds  that  were  is- 
sued by  Community  Newspapers,  a 
company  formed  by  IngersoU  and 
Warburg,  Pincus  Capital  Co.  Back  in 
1987  Community^  Newspapers  issued 
SI  15  million  in  subordinated  dis- 
count debentures  to  retire  notes  it 
had  used  to  buy  a  newspaper  chain. 
The  company  says  these  bonds  were 
intended  to  be  subordinated  to  other 
debts,  namely  a  SI 50  million  revolv- 
ing term  loan. 

In  1988  Community  Newspapers 
decided  to  float  a  second  bond  series. 
In  terms  of  seniority',  these  new  bonds 
(called  senior  subordinated  reset 
notes)  were  designed  to  stand  be- 
tween the  $150  million  senior  bank 
debt  and  the  SI  15  million  junior 
subordinated  discount  debentures. 
But  when  the  lawyers  started  to  draft 
the  indenture  for  the  reset  bonds, 
they  discovered  what  Community 
Newspapers  euphemistically  calls  a 
"scrivener's  error,"  in  the  indenture 
governing  the  first  bonds. 

It  was  a  doozv.  The  indenture  for 


the  1987  debentures  included  an 
"antilayering"  clause.  This  was  seri- 
ous. An  antilayering  clause  protects 
the  holders  of  a  bond  issue  by  pre- 
venting the  borrower  from  adding 
more  senior  debt  without  the  holders' 
permission. 

In  other  words,  the  alleged  clerical 
goof  gave  holders  of  Communit)' 
Newspaper's  junior  debt  more  senior- 
ity than  the  company  says  they  were 
meant  to  have. 

What  to  do.'  The  t\vo  high- 
powered  law  firms  involved  in  the 
problem  swtmg  into  action.  Wachtell, 
Lipton,  Rosen  &  Katz,  counsel  to 
Community'  Newspapers,  and  the 
New  York  office  of  Latham  &  Wat- 
kins,  counsel  to  underwriter  Drexel 
Burnham  I-ambcrt,  sent  a  fax  to  First 
Trust,  the  trustee  for  the  bondhold 
ers.  First  Trust  says  the  lawyers  asked 
it  if  it  would  allow  a  supplement  to  the 
bond  indenture  to  get  rid  of  the  of- 
fending antilayering  clause. 


First  Trust  agreed.  What's  more. 
First  Trust  accepted  the  lawyers'  as- 
sertion that  the  error  constituted  a 
"defect"  and  an  "inconsistency,"  and 
therefore  was  sufficientiy  minor  that 
the  indenture  supplement  did  not 
require  the  assent  of  the  bondholders. 
That  cleared  the  way  for  the  sale  of  the 
S125  million  in  senior  subordinated 
reset  notes.  Suddenly,  subordinated 
debt  that  had  been  junior  only  to 
bank  debt  was  shoved  dowTiwards  in 
priority  by  the  big  wad  of  reset  notes, 
and  without  the  subordinated  deben- 
ture holders'  permission. 

The  issue  might  have  been  academ- 
ic had  Community  Newspapers  not 
filed  for  Chapter  1 1  in  February.  With 
that,  seniority  became  a  burning  is- 
sue, especially  from  the  subordinated 
noteholders'  standpoint. 

On  Apr.  1  First  Trust  lobbed  a  hand 
grenade.  In  a  letter  to  the  subordinat- 
ed debenture  holders.  First  Trust  an- 
nounced, in  effect,  that  it  had 
changed  its  position.  It  now  claimed 
that  the  supplement  was  invalid.  First 
Trust  does  not  concede  there  was  a 
mistake  in  the  indenture  and  in  any 
case  the  debenture  holders  and  the 
senior  debt  holders  had  to  approve 
the  supplement. 

Community  Newspapers  has  asked 
U.S.  Bankruptcy  Court  Judge  Ste- 
phen Stripp  to  declare  that  the  deben- 
ture holders  are  junior  to  the  reset 
note  holders. 

In  papers  filed  in  bankruptcy  coun, 
the  trustee  for  the  senior  note  holders 
says  First  Trust  is  trying  to  change  the 
terms  of  the  deal.  That  trustee  con- 
tends First  Trust  is  part  of  "a  deliber- 
ate, conscious  and  calculated  plan  to 
gain  an  unfair  and  inequitable  advan- 
tage" for  the  debenture  holders.  For 
its  pan.  First  Trust  says  it  only  went 
ahead  with  the  supplement  because  of 
the  ad\icc  from  the  lawyers  for  Com- 
munity Newspapers  and  Drexel.  But 
w  hether  Judge  Stripp  rules  for  Com- 
munity New  spapcrs  or  for  First  Trust, 
the  entire  debacle  will  likely  spawn 
more  litigation. 

There  are  no  heroes  here.  Wachtell, 
Lipton  and  l^atham  &  Watkins  may 
be  guiltN  of  sloppy  drafting.  But 
should  First  Trust  be  alU>w  cd  off  the 
hcx>k  merely  because  it  relied  on  w  hat 
the  lawyers  told  it  to  do.' 

There's  a  lesst>n  here  for  Kmdhold 
crs,  too.  Read  the  fine  print.  ^ 
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It's  4:30  PM  and  you've  got  to 
make  a  decision. 

\bu  need  everybody's  opinion, 
no  matter  where  they  are. 
Before  you  pick  up 
your  phone  to  call 
them  one  at  a  time, 
pick  up  this  card. 


Anar  Teleconference  Services 

3  Services  to  meet  all  your  needs 


AKST  CLASSIC 


Give  the  operator  the 

necessary  inforrriation  to  have 

your  teleconference  call 


IBf 


Teleconference  Service 


To  arrange  for  all  involved  parties  to 
call  into  I 


over*- 


Just  make  this  one  call— 
1  800  232-1234-aiid  AT&T 
Teleconference  Services  will  take 
care  of  the  rest.  The  AT&T  confer- 
ence specialist  will  connect  any 
number  of  people  for  you,  no  mat- 
ter where  they  are,  even  overseas, 
and  no  matter  where  you  are, 
whether  it's  your  office,  a  hotel 
room  or  a  phone  booth.  And  you 


don't  need  any  special  lines  or 
equipment. 

If  you  prefer  to  set  up  the 
conference  call  by  yourself,  or  have 
other  people  dial  directly  into 
your  prearranged  meeting,  the 
specialist  will  tell  you  how. 

So  keep  this  card  with  you 
and  the  next  time  you  need  to 
get  4  people  or  40  or  100  into  a 


meeting,  it's  as  easy  as  calling 
1  800  232-1234. 

Productivity. 
Another  AJM^  advantage. 

AT&T  Teleconference  Services. 
It's  the  fast,  efficient  way  to  reach 
a  decision  when  you  can't  get 
everyone  into  the  same  room 
face-to-face. 


©  1991  AT&T 


AT&T 

The  right  choice. 


HERE'S  ONE  SMART  WAY  1Q  PAY  FOR  THEM 


Vherever  business  takes  your  company's  employees 
nake  sure  they  take  The  Smartest  Route 
['he  Air  Travel  Card  Payment  System. 
A  system  built  for  business  travel  in 
he  90s.  No  annual  fees,  credit  limits,  or 
nterest  charges.  Plus  customized  billing, 
nanagement  reports,  automatic  air  travel 
nsurance,  and  instant  acceptance  on  over 


2(X)  airlines  worldwide.  Now  v-ou  can 
have  cost  control  from  the  top  down 
^^•■^  to  the  bottom  line. 

For  more  information, 
call  l-8(X)-222-4688 
(in  Washington,  DC  call  626-42241 

THE  SIMARTEST  ROUTE 

CaU  1S00222-46SS,  Or  See  Your  Tui:M.\^^::or  Atritxf  Repmentatitt 
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MONEY  WOMEN 


An  astute  auto  analyst  sees  continuing  problenns  for 
the  auto  industry.  Even  the  Japanese  will  squirm. 

The  worst 
of  times 


An  interview  with  Maryann  Keller  by  Jerry  Flint 


The  automobile  industry  is  in  pain. 
Car/truck  sales  slumped  from  16.4 
million  in  1986  to  12.6  million  this 
year.  Operating  losses  for  the  Big 
Three  North  American  auto  business- 
es may  approach  S 1 0  billion  this  year. 
That's  an  average  loss  of  a  little  less 
than  $1,000  on  every  vehicle  sold  by 
the  American  companies. 

How  long  can  the  bleeding  contin- 
ue? We  put  this  question  to  Mar\'ann 
Keller,  a  managing  director  of  invest- 
ment bankers  Furman  Selz  and  one  of 
Wall  Street's  most  astute  analysts  of 
the  automobile  industry.  Her  answers 


were  not  reassunng. 

Keller:  The  private  market  [for  auto- 
mobiles] isn't  showing  any  improve- 
ment as  the  year  progresses.  Typically, 
in  a  recession  you  get  a  tax  cut.  That 
gets  consumer  spending  going,  but 
this  is  the  first  time  in  my  memor\' 
we've  had  tax  increases  accompanying 
a  recession  at  the  federal,  state  and 
local  levels. 

This  vehicle  market  may  not  get 
much  above  the  record  16-million- 
plus  car/truck  sales  of  1986.  The 
postwar- generation  baby  boom  is  ag- 


ing. They've  had  their  babies,  they've 
bought  their  minivans. 

The  average  transaction  price  today 
is  around  $17,000,  and  if  the  costs 
continue  to  rise,  as  they  will,  the 
industr)'  will  reflect  that  in  pricing. 
People  are  going  to  adjust.  They  may 
buy  fewer  cars  or  less  opulent  cars. 

Worse,  the  Japanese  are  making 
inroads  into  markets  [luxury  and  mid- 
size cars  and  trucks]  that  generate 
most  of  the  profits  for  the  American 
companies.  Lx)ok  at  the  new  six-cv'lin- 
der  Toyota  Camry.  That's  a  rival  of 
any  midsize  American  car. 

Detroit  can't  go  on  losing  money 
indefinitely.  Not  even  Soviet  indus- 
try could  accomplish  that  miracle. 
If  the  industr>'  continues  to  hemor- 
rhage, some  of  the  problems  \\ill  go 
away.  Plants  close,  jobs  will  be  cut. 
Within  a  decade  there  will  be  fewer 
companies  selling  cars  in  the  U.S. 

What's  the  good  news? 
Europe.  Germany  has  been  the  bright 
spot  in  Europe  and  General  Motors  is 
really  the  big  winner  [cm  earned  near- 
ly $2  billion  in  Europe  last  year].  I 
think  Germany  is  going  to  continue 
to  be  a  reasonably  good  market  in 


•  jto  analyst 

.  Maryann  Keller 

?  of  Furman  Selz 
"Everything  is 
going  wrong  for  th« 
Japanese.  The 
U.S.  market  has 
become  unprof- 
itable, the 
Europeans  are 
saying  'not  in  my 
backyard,'  and 
the  Japanese 
home  market  is 
falling  now  that  the 
bubble  economy 
has  burst" 
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Numbers  speak  louder  thaii 


ClfWl  Ht^lettPiirkard Company  CPWWl.'l 


li^ords. 


The  new  HPAi)()ll()  Series  700 
RISC  workstations. 

l-8(X)-637-7740,  Ext.  2749. 
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HEWLETT 
PACKARD 


Moving  in  Quality  Circles 

Applied  Metelligence  from 
Fans  teel/ Washington 
Manufac  taring 
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For  a  supplier  of  metallurgical  products  to 

today's  industry,  Statistical  Process  Control 

(SPC)  is  a  way  of  life. 

The  theory  of  SPC  is  easily  taught. 

However,  theory  doesn't  feed  the  bulldog. 

And,  as  the  saying  goes,  "If  you  want 

something  done  right.  .  " 

So  we  did.  At  Fansteel/Washington 

Manufacturing,  Quality  Circles  were  formed  to 

teach  the  application  of  SPC  to  ourselves. 


e    t   e    I    I 


I   g   e    n    c    e 


Both  management  and  line  workers  are 
included.  Does  it  work? 

Ask  John  Deere,  or  Matsushita/ Whirlpool  Floor 
Care  Company,  or  Toro  Wheelhorse,  or  Maremont, 
or  any  of  our  other  customers  who  require  the 
quality  to  be  manufactured  in,  through  SPC. 
Applied  MeteUigence  at  Fansteel/Washington 
Manufacturing  means  moving  in  Quality 
Circles.  It's  one  more  reason  it  will  pay  you  to 
know  more  about  us. 


Washington  Manufacturing  supplies  wire 
forms  and  fasteners  to  a  wide  variety  of 
industries  ranging  from  appliances  to 
recreational  products. 


[Fansleel 

1  Tantalum  Place 

North  Chica^Ta  I L  60064 

708-689-4900 


MONEY  WOMEN 


1992.  In  the  five  eastern  states  of 
Germany,  Opel  [gm's  German  unit] 
outsells  vw,  which  is  quite  a  feat.  And 
GM  has  made  some  very  promising 
investments  in  Central  Europe. 

But  there's  no  sign  of  recovery  in 
Britain,  which  is  much  more  impor- 
tant to  Ford  than  to  GM,  and  one  of 
the  reasons  Ford  is  not  doing  well. 

Why  is  GM  Europe  so  successful? 

The  product  line,  which  is  where  any 
car  company  has  to  start,  is  great.  The 
cars  meet  their  competitors  in  quality 
and  technology  and  are  attractively 
styled.  And  GM  Europe's  headquar- 
ters staff  is  very  small  [only  120]  and 
largely  concerns  itself  with  strategic 


Ford  has  no  vice  presi- 
dents under  the  age  of  50 
except  Helen  Petrauskas 
[for  environmental  and 
safety  engineering]. 
Where  are  the  leaders  for 
the  next  generation?  I 
can't  name  them  at  Ford. 


investments  and  political  issues.  Bob 
Eaton  [president  of  GM  Europe]  is  not 
'  involved  in  pricing  a  car  in  Spain.  That 
«is  the  function  of  the  operating  busi- 
nesses. So  you  don't  see  in  GM  Europe 
what  you  see  in  GM  North  America, 
the  monolithic  central  bureaucracy 
telling  guys  in  the  operating  divisions 
where  to  go  and  what  to  do. 

Which  brings  us  to  CM  in  the  U.S. 

gm's  operating  loss  this  year  will  be  $6 
billion  to  $7  billion  in  North  America. 
They've  admitted  the  earliest  they 
could  be  profitable  here  would  be 
1993,  but  I  think  it  will  probably  be 
1994  or  1995,  unless  they  can  per- 
form radical  surgery  on  their  costs. 

It  took  GM  ten  years  to  get  into  this 
predicament.  Today  they  are  rede- 
signing parts  to  get  man-hours  out  of 
those  cars.  Maybe  they  take  an  hour 
out  here  and^there.  But  they  can't  take 
20  hours  out,  and  that's  what  they 
need.  But  20  hours  means  doing  all 
the  cars  from  scratch. 

Go  back  to  the  experience  of  GM 
Europe,  which  was  a  basket  case  in 
1978.  It  took  ten  years  to  get  back. 
Don't  expect  miracles  at  GM  North 
America. 
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LEAVING  YOUR  lOB? 
TAKE  THIS  IMPOimUIT 
INFORMATION  VTITH  YOU 


Ft 


Free  T.  Rowe  Price  guide  to  managing  your  retirement  money. 

ing  what  to  do  with  your  retirement  distribution  may  be  unc  ot  th 
important  financial  decisions  you'll  ever  make.  And,  to  avoid 
taxes  and  possible  penalties,  you 
have  only  60  days  to  reinvest  in  an 
IRA.  lb  help  you  make  an  informed 
decision,  T.  Rowe  Price  now 
offers  a  free  guide  that  explains 
your  choices  and  their  tax  impli- 
cations in  straightforward 
language.  It  can  help  you  protect 
your  options  and  make  a  decision 
that  can  move  you  toward  a 
financially  secure  retirement. 


Decid- 
c  most 


Call  24  hours  for  your 
free  Information  guide 

I-800-IRA-5000 


Row  Price,  100  E  Pratt  St 
Baltimore,  MD  21202 
Send  me  a  free  copy  of  Deciding 
What  lb  Do  With  \imr  Compam 
Retirement  Money,  and  a  pro- 
spectus with  more  mfonnation, 
mcluding  management  fees  and 
other  charges  and  expenses.  I 
will  read  the  prospectus  carefully 
hefoa*  I  mvcst  or  send  money 


Name 


Address 


IRAR013459 


City/State/Zip 


/rrrtN/  With  Coufidcnct 

TRoweRice 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor 
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...  as  a  major  force  in  real  estate  and  hotels. 

Canadian  Pacific  has  been  in  the  hotel  business  for  more  than  100  years. 
Today,  through  our  subsidiary  Canadian  Pacific  Hotels  &  Resorts,  we 
operate  one  of  the  largest  hotel  chains  in  North  America.  It  Includes 
85  hotels  with  28,000  rooms  in  23  states  and  eight  provinces. 

In  Canada,  we  have  a  dominant  position  in  the  western  resort  market 
and  are  well  positioned  in  important  city  center  markets  across  the 
country.  In  the  United  States,  our  recently-acquired  Doubletree  and 
Compri  hotels  have  built  a  nationwide  reputation  for  quality  and  service. 
In  addition,  Marathon  Realty,  our  real  estate  company,  has  27  million 
square  feet  of  leasable  space  In  shopping  centers,  office,  industrial 
and  aviation  buildings  across  North  America. 

Real  Estate  and  Hotels— just  one  of  the  valuable  assets  that  makes    i 
Canadian  Pacific  Limited  a  name  worth  remembering. 


Canadian  Pacific  Limited 
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The  auto  industry 

in  pain 

Company 

1990  sales 

1990  net 

Highest  annual 

Recent 

Yield 

($bil) 

income  per 

EPS  since 

price 

Chrysler 

$31 

share 

1985 

$0.30 

$6.25 

$10.13 

5.9% 

Daimler-Benz 

57 

24.22 

35.40 

422.53 

2.7 

Fiat 

51 

0.63 

1.03 

4.22 

7.0 

Ford 

98 

1.86 

10.96 

29.88 

5.4 

General  Motors 

125 

-4.09 

7.17 

37.13 

4.3 

Honda 

25 

0.53 

0.70 

11.76 

0.9 

Mazda 

13 

0.16 

0.18 

4.26 

1.3 

Mitsubishi 

15 

0.14 

0.15 

5.68 

0.9 

Nissan 

36 

0.29 

0.29 

5.21 

2.0 

Peugeot 

32 

36.48 

40.63 

108.89 

3.9 

Toyota 

60 

0.90 

0.90 

12.00 

1.2 

Volkswagen 

46 

22.03 

20.38* 

213.24 

4.8 

Sales  and  net  Income  figures  are  converted  at  rate  of  exchange  at  fiscal  year-^nd, 
rate  of  exctiange.    *VW's  1989  EPS  in  deutsche  marks  exceeded  1990  EPS. 
Sources:  Annual  reports;  Morgan  Stanley;  Forbes. 


EPS  are  converted  at  average  yearly 


Productivity  is  die  problem? 

There's  also  a  structural  problem 
caused  in  part  by  the  loss  of  market 
share,  gm  factories  are  designed  to 
build  just  one  car  series  per  line,  so  the 
company  is  perpetually  running  fac- 
tories at  less  than  optimum  capacity 
utilization,  because  they  have  so  many 
platforms  and  each  plant  is  dedicated 
to  a  single  platform.  Yes,  they  are 
'making  progress  combining  plat- 
forms, but  it  takes  a  long  time  to  get 
all  of  that  ironed  out. 

So  GM  either  sells  more  cars 
or  shrinks. 

They  probably  have  a  strategy  that 
embodies  a  bit  of  both. 

As  a  stock  analyst,  what  are  you 
recommending? 

The  problem  with  auto  stocks  this 
cycle  is  that  they  never  got  cheap  in 
relation  to  what  the  earnings  and 
dividends  are  likely  to  be. 

I  see  this  as  an  industry  that's  going 
to  be  troubled  for  a  long  time. 
Plagued  by  slow  growth  and  competi- 
tion from  the  Japanese,  who  arc  going 
to  compete  in  bigger  cars  and  trucks. 

We've  talked  about  gm.  Ford? 

Ford  has  one  big  advantage  over  GM: 
much  higher  levels  of  capacity  utiliza- 
tion and  productivity.  But  Ford  over- 
estimated the  strength  of  its  automo- 
biles, especially  in  Europe.  We  can 
now  look  back  and  say  part  of  its 


record  earnings  in  the  late  1980s 
came  from  underinvestment  in  R&D 
and  in  product.  Now  they  get  a 
chance  to  bring  out  all-new  engines  in 
the  1990s,  which  could  give  them  an 
advantage  because  they  will  have  very 
modern,  lightweight  engines.  But 
they  are  paying  for  underinvestment 
right  now:  falling  market  share. 

If  you  can  believe  this.  Ford  has  no 
vice  presidents  under  the  age  of  50 
except  Helen  Petrauskas  [for  environ- 
mental and  safety  engineering]. 
Where  are  the  leaders  for  the  next 
generation?  I  can  name  them  in  GM.  I 
can  even  name  them  in  Chrysler.  But  I 
can't  name  them  at  Ford. 

Chrysler?  Best  shot. 

Best  shot.  With  the  new  stock  issue 
and  some  asset  sales  [Chrysler  is  sell- 
ing 35  million  new  shares  at  lOVs], 
Chrysler  accesses  enough  money  over 
the  next  year,  or  until  the  car  market 
turns  around,  to  do  the  new  cars  [the 
midsize  lh  models  coming  out  in  12 
months  and  the  new  Jeep  next 
spring].  It  bought  time.  Now  it's  a 
question  of  how  successful  those  cars 
will  be  and  how  fast  the  economy 
rebounds.  I  can't  tell  you  that.  But  I 
have  to  say  that  from  the  standpoint 
of  organizational  efficiency  and  man- 
agement, Chrysler  is  probably  the 
best  run  of  the  U.S.  auto  companies. 

Do  the  Japanese  just  keep  on 
gaining? 


No.  The  Nineties  are  going  to  be  a 
very  painful  decade  for  some  of  them. 
For  the  first  time  cver\thing  is  going 
the  wrong  way  for  the  Japanese.  The 
U.S.  market  has  become  unprofit- 
able, even  for  the  Japanese;  the  Euro- 
peans are  saying  "not  in  my  back- 
yard"; and  the  Japanese  home  market 
is  falling  now  that  the  bubble  econo- 
my has  burst. 

When  Japan's  carmakers  get  in  a 
bind,  they  just  squeeze  their 
suppliers  a  littie  harder. 

It's  hard  to  squeeze  suppliers  that 
have  already  been  squeezed  to  the 
wall.  And  many  Japanese  auto  compa 
nies  are  going  to  have  to  pay  the  price 
of  the  cheap-money  binge  of  the  late 
1980s.  Right  now  they  are  having  to 
modify  some  of  their  investment  hori- 
zons to  repay  their  debt  issues. 

If  the  total  North  American  market 
doesn't  grow  much,  I  can  see  the 
Japanese  companies  reaching  above 
35%  market  share.  That  [extra  vol- 
ume] didn't  matter  as  much  to  GM, 
Ford  or  Chrysler  when  the  Japanese 
were  selling  1.5  million  subcompact 
cars.  It  matters  more  that  the  Japanese 
are  going  to  sell  1 .5  million  large  and 
luxury  cars  that  compete  against  the 
breadbasket  of  the  American  auto 
companies,  or  if  Toyota  actually  in- 
troduces a  large  pickup  truck  as  well  as 
continuing  to  dominate  the  low  end 
of  the  market.  That's  a  real  threat. 

One  thing  that  I  think  we're  going 
to  see  is  a  concerted  Japanese  effort  to 
improve  fuel  efficiency',  no  matter 
what  is  legislated  by  Congress.  It's 
much  easier  for  them;  with  gas  at  S4  a 
gallon,  the  Japanese  consumer  is  will- 
ing to  pay  for  expensive  technology  to 
save  fuel,  so  it's  a  much  less  risky 
investment.  Now  American  qualitv'  is 
close  to  the  Japanese.  Vehicle  size 
diffi:renccs  arc  not  vcr>'  great.  What 
can  you  use  in  the  1990s  to  set  your- 
self apart?  I  think  fuel  economy  is 
going  to  be  one  of  the  issues. 

Are  the  big  U.S.  companies 
doomed? 

No,  but  I'm  not  sure  Wall  Street's 
going  to  be  entranced  with  the  results 
during  the  time  needed.  Remember 
how  long  it  took  t(^  make  GM  Europe 
work — a  decade.  The  same  thing  is 
going  to  happen  in  North  America, 
particularly  with  GM.  ^M 
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BLAZING  AXRALL 

IN  A  BRAVE 
NEW  WORLD 
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I  N     THIS     SPECiA  L 
REPORT: 

The  Top-Down  Approach 

▼ 

Three  Strategic  Pillars 

T 

Stocks:  The  Long-Term  Core 

▼ 

Fixed-Income  Securities 

▼ 

The  Last  Tax  Shelter 

▼ 

Real  Estate 

▼ 

International  Investing 

▼ 

Futures  and  Options 

▼ 

Special  Investment  Vehicles 

▼ 

Mutual  Funds  for  Every  Occasion 


By  David  S.  Click 


or  individuals  who  face  decisions  about  their  investments,  thejjood 
news  is  that  they  can  now  choose  from  a  vast  array  of  investment 
'  alternatives.  A  nd  the  bad  news  is  they  can  now  choose  from  a  vast  army 
'  of  investment  alternatives. 
While  the  economy  seems  to  be  coming  out  of  a  recession,  there  is  no  . 
boom  in  sijfht.  Financial  markets  seemed  to  be  in  a  state  of  suspended  animatioi 
because  of  the  recession  and  the  Gulf  war,  but  now  a  new  financial  era  nmy 
be  beginning.  The  big  question  is  how  to  respond  to  it. 


This  time  around,  substantial 
investors  can  benefit  from  new 
concepts  to  help  them  formulate 
investment  strategies  and  new 
vehicles  for  deploying  their  funds.  No 
one  has  learned  to  forecast  tomor- 
row's stock  and  bond  prices  more 
accurately.  Nor  has  anyone  managed 
to  square  the  circle  and  obtain 
additional  returns  without  facing 
additional  risks.  But  there  have  been 
significant  changes  in  the  approach 
individuals  are  taking  to  investment 
decision  making.  And  a  number  of 
new  instruments  have  made  it 
possible  to  implement  investment 
ideas  with  a  high  degree  of  precision. 
"Due  to  the  comprehensi\e  array  of 
financial  programs  a\  ailable  today, 
personal  investment  portfolios  can  be 
cusrom-tailorcd  to  match  an  indi- 
vidual's cu-  rent  and  long-term 
objectives,'"  says  Bruce  \  tMitimiglia, 
.senior  vice  [ircsident  oi  Prudential 
Securities. 


The  Tbp-Down  Approach 

When  the  Nobel  Prize  in  eco- 
nomics went  to  three  American 
professors  of  finance  last  year,  it 
symbolized  the  growing  acceptance 
of  modern  portfolio  thet)n>'.  Profes- 
sors Harr\-  Markowitz,  M\Ton  Shaq\ 
and  Merton  Miller  were  recognized 
for  research  that  has  rexolutionized 
the  way  investment  pt>rtt"olios  arc  pu 
together  and  managed.  R>r  years 
many  in\  estors  "had  their  assets 
allocated  by  the  random  accumula- 
tion of  past  investments— a  stiKk  hen 
and  a  CU^  there,"  says  Richard  HiKy, 
chief  economist  of  the  nreNfus 
C^^rp.,  but  "they're  coming  xv>  rcali/i 
that  there>;  got  tt>  be  a  better  wa\  " 
N\)\\,  he  sa\s,  modern  jxirtft^lio 
iheor)'  has  taught  astute  investors  to 
tbcus  tm  avset  alltKatiiMi  decisions. 

"The  tlrst  decisiiMi  an  investor 
should  make  is  ht>w  to  alliKate  his  oi 
her  a.s,sets  among  sttKks,  K>nds,  cash 
and  other  iinestment  cateuoriesr 
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Municipal  bonds  are  more  than  secure,  tax-free  investments.  They  are  the  source  of 

another  kind  of  security  because  they  purify  and  protect  the  water  essential  to  our  lives  and  our  futures. 

We're  America's  leading  municipal  bond  insurer.  We  add  strength  to  bonds.  By  staying  strong 

in  our  commitment,  strong  in  our  resources. 
Municipal  Bond  Investors  Assurance  Corporation,  Armonk,  New  York  10504 
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Personol  Investment  Strotedies 


1/n 


investments 

should  suit  your 

nervous  system  as  well 

as  your  financial 

profile. 


notes  John  L.  Steffcns,  executive  vice 
president  of  Merrill  Lynch  &  Co. 
Only  after  completing  that  task,  he 
adds,  are  investors  ready  for  "the 
second  decision,"  which  is  "how  to 
allocate  the  equity  portion  among 
industries  that  seem  attractive"  and 
apportion  funds  within  other  asset 
classes  as  well.  Then,  and  only  then, 
can  an  investor  start  picking 
individual  securities.  Never  mind  the 
eternal  quest  for  a  good  stock  tip,  says 
the  Dreyfus  Corporation's  Hoey: 
"For  most  people,  a  solid  long-term 
investment  strategy  reflected  in  a 
personalized  asset  mix  is  likely  to  be 
a  lot  more  relevant  to  their  financial 
future  than  is  a  constant  search  for 
the  next  hot  investment  idea." 

In  choosing  investments,  more- 
over, definitions  of  risk  are  also 
changing.  Steffens  says  investors  have 
always  recognized  "there  is  invest- 
ment risk— the  risk  of  an  investment 
doing  poorly  because  the  circum- 
stances of  the  company  change.  But 
there  is  growing  awareness  of 
inflation  risk."  This  is  the  risk  that  an 


in\'estment  may  turn  out  to  be 
eminently  "safe"  but  will  fail  to  keep 
pace  with  long-term  inflation  rates, 
resulting  in  a  loss  of  purchasing 
power  no  less  real  than  if  the  invest- 
ment had  fallen  in  value. 

Some  investors  think  concepts  like 
"risk  management"  and  "investment 
strategy"  are  a  bit  pompous  for  what 
they  do  with  their  money.  But  in  fact, 
anyone  who  invests  has  a  strategy.  The 
important  thmg  is  to  consciously 
shape  that  strateg)'  to  reflect  your 
needs. 

The  Three  Strategic  Pillars 

To  formulate  an  effective  strategy 
for  allocating  assets  and  choosing 
investments,  most  people  should 
weigh  three  factors: 

•  Understand  why  you're  investing. 
"It's  important  to  establish  an 
investment  goal,"  notes  Stanley 
Egener,  president  of  Ncuberger  & 
Berman  Management,  because  that 
helps  define  appropriate  investments. 

•  Keep  in  mind  \\  hat  particular 
investments  can— and  cannot— do, 
and  match  your  selections  to  your 
short-term  and  long-term  goals. 

•  Understand  what  Egener  calls 
"your  comfort  level  with  diflcrent 
degrees  of  risk."  Investments  should 
suit  your  ner\ous  system  as  well  as 
your  financial  profile.  If\olatilc 
prices  keep  you  aw  ake  at  night,  never 
mind  \\  hat  the  experts  say  abxiut 

o\\  ning  grow  th  stcKks.  ConNcrsely,  if 
trading  fascinates  yi>u,  and  you  can 
aflbrd  ro  be  m\  acti\e  in\ estor,  gi\c 
some  economic  value  to  the  fun 
youVe  having. 

Once  you\  c  carefully  de\rlopcd  a 
strategy  based  on  your  station  in  life 
as  well  as  the  state  of  the  financial 
markets,  StetVens  w arns, "Its  a  big 
mistake  to  think  that  if  youVc 
alUvatcd  it  tmce  yi>u'a'  di^nc;  it>i  an 
tMigoing  procc-Vi."  C^hanging  family 
needs  as  w  ell  as  chanuinc  markets 
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PersoDiil  iRTestmeiit  Strategies 


demand  periodic  tinkering  with  your 
investment  strategy'. 

Stocks:  The  Long-lferm  Core 

Shares  of  stock  in  corporations 
should  be  the  core  component  of 
most  substantial  investment  port- 
folios. "Over  the  long  term"  says 
Charles  Schwab,  chairman  of  the 
investment  firm  bearing  his  name, 
"there's  no  better  way  to  participate 
in  the  growth  of  the  U.S.  economy 
than  through  a  diversified  port- 
folio of  common  stocks."  Investors 
pursuing  a  long-term  goal— one  at 
least  five  years  away— should  have 
"between  40%  and  70%  of  their 
investments  in  stocks,  depending  on 
their  risk  tolerance,"  says  Jonathan  E 
Zeschin,  senior  vice  president  of 
Stein  Roe  &  Farnham.The  reason  is 
clear,  Zeschin  adds:  "In  the  past, 
*  stocks  have  been  the  hands-down 
winners  over  the  long  haul" 

In  recent  months,  "the  stock 
market  has  traded  in  a  very  narrow 
range,"  says  Jean  Bernhard  Buttner, 
chairman  of  Value  Line  Inc.,  but,  she 
adds,  "We  expect  the  market  to  rise 
over  the  noxt  six  to  twelve  months 
supported  by  modest  domestic 
economic  growth,  low  inflation  and 
the  prospect  of  improved  corporate 
earnings  by  1992  to  1993.  We  also 
expect  the  Federal  Reserxe  to 
continue  to  lower  interest  rates 
because  the  risk  of  renewed  economic 
weakness  is  greater  than  the  danger 
of  a  reacceleration  of  inflation. 
Long-term  government  bonds 
should  fall  to  a  yield  of  about  7.5%, 
which  will  provide  support  for  the 
market  at  current  levels." 

Those  who  agree  have  a  long  list 
of  stocks  to  choose  from— and  a 
seemingly  endless  list  of  theories  to 
guide  their  selection  of  stocks.  Figure 
out  where  you  want  to  be  on  the 
profit/ risk  spectrum  and  balance  your 
selection  accordingly. 


FIDELITY'S  SPARTAN  DELIVERS 


Top  Short-Term 

II.S.  Government 

Fund  Yields 


Spartan  Limited  Maturity 
Government  Fund 

In  today's  market,  income 
investors  are  turning  to  short- 
er-term government  bond 
funds  designed  to  offer: 

•  Higher  current 
income  than  fixed-price 
money  market  funds  offer. 

•  Greater  price 
stability  than  higher-yielding 
long-term  bond  funds. 

And,  Spartan  Limited 
Maturity  Government  Fund  is  one  of  the  highest  \  ielding  fimds  of 
its  type.^  The  fund  seeks  to  maximize  yields  by  minimizing  fiind 
operating  expenses.  You  pay  only  for  the  transactions  you 
make,"  and  there's  no  sales  charge! 

Call  for  today's  current  yield.  Minimum  investment: 
$10,000.  For  more  complete  information,  including  manage- 
ment fees  and  transaction  expenses,  call  for  a  free  prospectus. 
Read  it  carefulh  hefore  you  invest  or  send  money 

Visit  Our  Nationwide  Investor  Centers  or  call  24  hours 

1-800-544-8888 


aRRENTVIELD* 

30-Day  Yield 

(endedk  20-'91) 

lAT 

HlSTORIC.\LRETlRNS* 

Total  Return 
Hear 

(&/30/90-6/30A)l) 

\^M' 

A\-^.  Annual 
Return  /Life 
of  Fund 

(S  2  S«-(v30^)l) 

8.73- 

Fidelity 


Invesimenis  ® 


•Total  rcliirns  air  historical  and  include  changt'  in  shart'  priav  ivinM-MnH-ni  of  dn  nk-nds  and  tht-  effi-ct  of  the  5"^ 
cloM'out  ftr  on  an  averagf-si/td  account  Fidclitv  is  icniporarih  pa\  my;  a  portion  of  the  Funds  I'vpt'ns*^  If 
Fulcliiv  had  not.  the  ^()-da\  \  it-id  would  haM-  htrn  "2"-  and  n-turns  would  ha\f  bet-n  lower  This  e\p«'nse  Imii 
tation  nia\  be  lernunaiwl  or  tv\ ised  at  an\  lime  at  w hich  time  exixnxs  v* ill  ro  up  and  \ leld  and  niurns  w ill  iju 
down.  Share  price,  \ield  and  returns  will  var\.  and  sou  max  have  a  sam  or  loss  when  \ou  sell  shares  '  Acctirding 
loLipper  Anahticals<r\aes  \\k  Muluulhiml  Yield Sunvy.  the  Fund  ranked  # 2  of  2'1  short-term  I  S  pwrn- 
nient  funds  for  ihf  M)-da\  perunl  ended  (>  ,M) '^)1  'Transactions  w  ill  reduce  \iHir  \ leld  dep«'nding  on  the  number 
\ouniaki'  Fidehl\  Disirihuiors Corporation  ((ieneral  Distribution  Vctnt)  PO  Bo\l><><Ki<>.V  Dallis.  T\ 
-S2(i<v()M)<  CODE  FORBSLM  102891 
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any  investors 

forget  the  bond 

market  is  not  only  a 

source  of  interest 

income,  but  also 

potential  capital 

appreciation  and 

trading  profits. 


Fixed-Income  Securities: 
A  Varied  Role 

"Although  equities  have  outper- 
formed most  other  investment 
vehicles  over  the  long  term"  Jay 
Messing,  a  vice  president  of  Shearson 
Lehman  Hutton,  says,  "most  indi- 
viduals would  not  be  comfortable 
with  a  portfolio  comprised  solely  of 
equities,  due  to  their  historical 
volatility."  The  more  short  term  your 
goals,  the  more  you  should  rely  on 
fixed-income  vehicles  rather  than 
equities  to  realize  them.  With  interest 
rates  at  their  lowest  levels  in  two 
decades,  some  investors  are  thinking 
twice  about  corporate  bonds.  But 
there  are  a  variety'  of  ways  to  play  the 
fixed-income  market.  For  example: 

•  Convertible  bonds  provide 
current  income,  albeit  lower  than 
straight  bonds  of  comparable  qualit\', 
and  the  right  to  convert  to  shares— a 
perfect  combination  if  you  think 
stock  prices  are  about  to  begin  rising. 

•  The  junk  bond  market  took  a 
nosedive  last  year.  But  many  experts 
believe  this  market  is  once  again 
offering  an  attractive  risk-reward 
relationship  for  those  willing  to  ferret 
out  the  best  credit  risks.  Many  of  the 
weakest  issuers  have  been  shaken  out, 
and  many  remaining  junk  bonds  can 
provide  high  returns  without  undue 
risks. 

•  By  contrast,  there's  no  question 
about  the  qualit)'  of  mortgage-backed 
securities.  John  C.  Bogle,  chairman 
of  the  Vanguard  Group,  notes  that 
"Ginnie  Maes  yield  more  than 
comparable  Treasuries,  although 
theyVe  both  guaranteed  by  the  U.S. 
government."  Investors  can  get  an 
extra  yield  of  perhaps  0.8%  on  Ginnie 
Maes  and  other  mortgage-backed 
securities  because  of  their  unique 
risks.  Like  most  bonds,  their  prices 
are  \  iiliierable  to  rising  interesr  rates, 
but  in  addition,  falling  rates  can  al.so 
hurt  mortgage-backed  returns.  If 


mortgage  rates  drop,  more  home- 
owners prepay  their  mortgages  and 
refinance  their  homes,  so  mortgage- 
backed  securities  holders  find  their 
principal  being  returned,  requiring  it 
to  be  reinvested  at  lower  rates.  Those 
who  like  the  security'  of  bonds  backed 
by  home  mortgages,  but  not  the 
cash  flow  uncertainties,  should  look 
at  Collateralized  Mortgage  Obliga- 
tions. CxMOs  smooth  out  the  stream 
of  payments,  combining  the  high 
returns  and  securit}'  of  a  mortgage 
with  the  even  payment  stream  of 
a  corporate  bond. 

•  Many  investors  forget  the  bond 
market  is  not  only  a  source  of  interesr 
income  but  also  potential  capital 
appreciation  and  trading  profits. 
Bond  prices  move  in  an  inverse  rela- 
tionship w  ith  interest  rates,  and 
when  rates  change,  the  entire  inven- 
tor)- of  existing  bonds  is  repriced. 
The  spread  between  prices  of  various 
categories  of  bonds  also  fluctuates. 
Those  prepared  to  formulate  a  view 
of  where  interest  rates  are  going— 
and  act  on  it— can  trade  bonds  in 
anticipation  of  changes  in  interest 
rates  or  spread  relationships.  Its  a 
game  for  the  fleet  of  foot,  but  it 
holds  the  promise  of  returns  that 
can  \  astly  exceed  the  interest  on  the 
bonds  themselves. 

Municipal  Bonds: 
The  Last  Tkx  Shelter 

One  segment  of  the  bond  market 
that  has  become  increasingly 
attracti\  e  to  many  households  is  the 
municipal  bi>nd  market.  The  Tax 
Reform  Act  of  W8f>  left  muni  btMids 
as  virtually  the  last  tax-sheltered 
investment  for  most  jx'opic.  As  a 
result,  Robert  R.  Ciodfried,  executive 
\  ice  president  o(  MBI.-\  Inc.,  .says, 
"Gixcn  the  spreads  between  taxable 
M'ii.i  tax-exempt  bonds  todav,  muni- 
cipal IxmkIs  can  be  ad\  aiuageous  for 
virtuallv  anyone  who  has  anv  sdvincs." 


( 


HOW  TO  PUT  TOGETHER 
A  PERSONAL  PORTFOLIO 

THAT  CAN  WEATHER 
MARKET  UNaRTAINTIES. 


Diversifying  invest 

ments  among 

stocks,  bonds 

and  money 
market  instruments  is  a  time- 
tested  defense  against  market 
uncertainties. 

And  by  investing  in  mutual 
funds  rather  than  just  individual 
stocks  and  bonds,  you  get  signifi- 
cant added  diversification  (a  typi- 
cal stock  fund,  for  example,  may 
invest  in  50  or  even  100  companies). 
But  with  more  than  2,000  funds 
to  choose  from,  selecting  the  ones 
that  best  fit  your  needs  can  be 
difficult. 

FACTS  ON  FUNDS" 

Helps  You  Choose  The  Right  Funds 

For  Your  Personal  Portfolio. 

This  Vanguard  booklet  makes  it  easy  to 
evaluate  different  Vanguard  funds  for 
your  portfolio  according  to  the  degree  of 
risk  you're  comfortable  with  and  the  level 
of  income  or  growth  or  total  return  you 
seek  for  your  future. 

You  can  see  at  a  glance  which  Vanguard 
funds  have  the  same  risk  tolerance  (or  intol- 
erance) you  do . . .  the  same  goals . . .  the  same 
long  or  short  time  frame  for  achieving  those 
goals. 

Funds  are  divided  into  eight  groups 
according  to  Objective  (like  long-term 
growth,  current  income),  the  Risk/Reward 
Potential,  and  Who  Should  Invest. 

If  you  want  an  equity  fund  for  capital 
growth  but  also  need  an  income-producing 
investment,  which  funds  should  you  con- 
sider? You'll  find  many  that  meet  this  objective 
in  FACTS  ON  FUNDS. 

*A  CD's  payment  of  principal  and  interest  is  guaranteed 
by  a  Federal  Government  agency 


Get  The  Facts  About  The  Rewards, 
Risk,  And  Performance  Records 
Of  Over  50  Stock,  Bond,  And 
Money  Market  Investments. 

•  Which  funds  are  best  suited  to 
conservative  investors— which 
are  designed  for  investors  who 
are  willing  to  accept  potentially 
sharp  volatility  in  return  for 
very  high  yield? 

•  If  you  have  a  CD*  maturing, 

what  type  of  fund  should  you 

invest  in  if  you're  looking  for 

the  highest  current  income 

you  can  get  without  risking 

your  principal? 

If  you  want  to  buy  a  second 
home  or  send  your  children 
to  college  10  or  15  years 
down  the  road,  which  funds 
have  the  potential  for 
above-average  returns? 

You'll  find  the  answers  in  FACTS 
ON  FUNDS.  Call  for  your  free  copy  today 

Call  1-800-662-SHIP 

Any  Hour,  Any  Day 

For  Vanguard's  Free  Booklet 

FACTS  ON  FUNDS 

Funds  are  offered  by  prospectus  only. 
I 1 

Please  send  me  your  free  booklet,  "Facts  On  Funds."*" 

The  Vanguard  Group 

PO.  Box  2800 

Valley  Forge,  Pennsylvania  19482 

Name 


Address. 
City 


State. 


.Zip. 


Phone L 


± 


.( L 


FBA1  301 


I  (Evening)  (Day)  fbai  30i  | 

TH^fem^ardGROup 

*^OF  INVEST7V\ENT  OOMl^KNIES 


OF  INVEST7V\ENT  OOMl^KNIES^ 
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Some  investors  have  grown 
concerned  because  of  the  budgetary 
problems  in  a  number  of  the  nation's 
cities  and  states,  but  Godfried  says, 
"In  the  aggregate,  our  state  and  local 
governments  are  in  pretty  good 
shape."  Moreover,  the  security  of 
municipal  bonds  has  been  enhanced 
as  the  proportion  of  munis  backed  by 
insurance  has  risen  from  3%  of  the 
new-issue  market  to  31%  over  the 
last  decade. 

Because  of  the  flight  to  c]ualit>'  by 
nervous  investors,  there  arc  broad 
spreads  among  munis.  As  in  the  junk 
bond  market,  the  investor  prepared 
to  shoulder  additional  risk  can  nain 
access  to  substantially  greater  returns 
by  looking  at  the  lower  rated  munis. 
Once  again,  you  need  to  balance 
increased  risk  against  potential  profit 
in  terms  of  your  investment  strategy. 


If  you  buy  only  municipal  bonds 
issued  in  your  state  of  residence,  you 
can  save  state  as  well  as  federal  taxes. 
But  that's  not  a  good  idea  for  two 
categories  of  investors:  those  whose 
states  are  in  precarious  financial 
positions  and  those  from  states  with 
relatively  low  income  taxes.  They 
could  often  enhance  their  total  return 
by  buying  some  out-of-state  munis. 

Real  Estate:  ror  the  Long  Ifenn 

While  real  estate  markets  have  been 
troubled  in  several  parts  of  the 
country,  over  the  last  four  decades 
real  estate  markets  have  offered  a 
highly  attractive  combination  of  cur- 
rent income  and  capital  appreciation. 
Many  individual  investors  need 
commingled  vehicles  to  get  into  com- 
mercial real  estate,  and  right  now 
there  are  several  funds  seeking  to 
invest  in  what  they  see  as  the  inevita- 
ble revitalization  of  property'  markets 
in  cities  that  have  been  hit  hard,  like 
Houston  and  Denver.  Individuals, 
like  institutions,  could  benefit  from 
allocating  5%  to  10%  of  their  invest- 
ment assets  to  real  estate— but  only 
if  they're  willing  and  able  to  take  a 
long-term  view. 

International  Investing 
Comes  to  America 

Vov  many  Americans,  investing  has 
been  a  decidedly  domestic  game, 
but  that's  rapidly  changing.  Merrill 
Lynch  &  Co.'s  StefTens  notes  that 
on  lists  of  the  top  five  jx*rforming 
markets  in  each  of  the  last  ten 
years,  "the  U.S.  apjxMrs  only  once, 
so  people  who  have  shunned  inter- 
natit>nal  markers  have  left  an  aulul 
lot  of  money  on  the  table."  More- 
over, academic  studies  have  shown 
a  relari\ely  \o\\  correlatiiMi  between 
securities  markets  in  the  U.& 
and  elsewhere,  .so  international 
investments  can  help  suHH^th  out 
the  overall  volatilit>  o(  a  porttiiiio 
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Credit  the  Swiss  with  inventing 
Private  Bankingr^ 


And  Credit  Suisse  with 
perfecting  it. 


Our  approach  to  wealth  management  provides  you  with  our  trademark  service  and 

discretion.  We  offer  you  the  opportunity  for  significant  benefits  and  returns  if  your 

investable  assets  are  $3  million  or  more.  Please  call  us  at  (212)  238-5100  in  the 

United  States  and  (416)  351  -3500  in  Canada. 


CREDIT  SUISSE 
CS 


Atlanta  •  Chicago  •  Houston  •  Los  Angeles  •  Miaoii  •  New  York  •  San  Francisco 


RTISEMENT    9 


Fersonol  Investment  Strotegies 


r 

^^or  many, 

m  investing 

^J  has  been  a 

domestic  game, 

hut  that^s 

changing. 


while  offering  access  to  enhanced 
returns.  Unless  you  think  you  ha\'e 
good  local  sources  of  information 
about  local  markets,  however,  it's  best 
to  avoid  smaller  foreign  companies 
and  stick  to  better-known  multi- 
nationals whose  activities  are  followed 
by  a  U.S.  broker. 

Investing  in  foreign  stocks  and 
bonds  creates  currency  risks,  of 
course.  Some  investors  accept  that 
risk  while  others  hedge  it  by  buying 
protection  in  the  foreign  exchange 
market.  Such  protection  can  be 
costly,  however,  and  investors  can 
avoid  the  issue  by  seeking  exposure 


TOP  RANKED 
BY  THE  EXPERTS 


VALUE  LINE  U.S.  GOVERNMENT  SECURITIES  FUND 

carries  the  highest  rating  (5  STARS)  by  Momingstar,  an  independent  mutual 
fund  rahng  service.  In  addition,  the  Fund  was  selected  as  a  "Best  Buy"  by 
Forbes  Magazine,  in  its  September  2, 1991  issue. 

The  Fund  features: 

•  Free  checking 

•  24  hour  Info-Line  for  Fund  information  and  transactions 

•  Free  telephone  exchange  to  other  Value  Line  no-load  funds 

Average  Annual  Total  Return  Thru  8/31  /91: 

1  year  YhSd^' 


% 


5  years  8.95 

Life  of  Fund      13.55''' 

(9/02/81-8/31/91) 

Note,  past  performance  is  no  guarantee  of  future  results.  Investment  return  and  princijjal  value 
of  an  investment  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  the 
original  cost.  I'lease  carefully  read  the  prospectus  which  contains  more  complete  information,  in- 
cluding management  fees  and  expenses,  before  investing  or  sending  money.  Both  Forbes'  and 
Momigstar's  ratings  are  based  on  five-year  total  return  and  level  of  risk.  Forbes  also  oinsiders 
fund  expense  levels.  Forbes'  ratings  reflect  performance  through  6/30/91;  Momingstars'  through 
7/31/91.  Such  ratings  may  change  at  any  time. 


VALUE 
LINE 

MUTUAL  FUNDS 

9 


For  ajprospectus: 
Cair24  hours, 

1-800-223-0818  (Ext.  72J 


The  Smart  Money  Turns  To  Vdlue  Line.       Distributor  Value  Line  Securities,  Inc. 


to  international  markets  through 
American  Depositor)'  Receipts.  ADRs 
are  surrogates  for  foreign  shares 
held  in  the  vaults  of  U.S.  banks. 
They're  traded  in  dollars  and  on 
exchanges  in  the  U.S. 

There  is  growing  American  interest 
in  foreign  bonds,  but  these  turn  out 
to  be  almost  pure  currency  plaN's;  i.e. 
the  return  will  depend  mostly  on 
exchange  rates,  not  the  specific  issues 
chosen.  Theres  nothing  wrong  with 
that;  in  fact,  academic  experts  argue 
that  currency  markets  have  more 
clearly  identifiable  trends  than  securi- 
ties markets,  and  astute  inNrstors 
have  opportunities  to  identify'  and 
capitalize  on  trends.  But  investors 
should  recognize  the  nature  of  the 
risks  they're  shouldering  in  foreign 
bond  markets. 

One  way  or  another,  major  U.S 
institutions  are  r\pically  putting  5% 
to  15%  of  their  money  into  interna- 
tional investments.  And  more  and 
more  individual  investors  are  joining 
them,  says  Fidelity's  Michael  Hines: 
"There^s  a  long-term  .secular  trend 
that  we're  .seeing  plaving  t>ut  here. 
Inwstors  will  nc\cr  retreat  to  in\-cst- 
iniionlv  in  the  l'.!v" 
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The  knowledge  and  resources  you  need 
to  help  make  Intelligent  investments. 
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SEVEN  WAYS  TO  FIGHT  BACK 
AGAINST  TAXES 


When  Federal  taxesmake 
inroads  OD  your  moome, 
nwininpal  bond  funds  can 
be  your  first  line  of  defense. 
The  income  from  these  bonds  is 
100%  free  from  Inderal 
income  tax-* 

Tax-free  Investing  with 

Vanguard  means  greater 

flexibility  for  yau. 

Vanguard  Municipal  Bond 
Rind  has  seven  professionally 
managed  Portfolios: 

Money  Maritet  Portfolio  invests 
in  short-term,  high-quality 
municipal  bonds  and  has  an 
average  weighted  maturit\'  of 
less  than  120  da>"s.  Principal 
risk  is  minimal. 

Short-Term  Portfolio  invests  in 
high-qualit>'  municipal  bonds 
and  has  an  a\-erage  weighted 
maturity'  of  less  than  2  years. 
Price  fluctuations  and  principal 
risk  should  be  low. 

Umhed-Term  Portfolk)  im^ests  in 
high-quahty  municipal  bonds 
and  has  an  average  weighted 
maturity'  of  2  to  5  years.  Price 
fluctuations  and  principal  risk 
should  be  moderate. 

Intermediate-Term  Portfolio 

invests  in  high-qualit\'  muni- 
cipal bonds  and  has  an  average 
weighted  maturity-  of  7  to  12 
years.  Price  fluctuations  and 
principal  risk  are  moderate 
to  high. 

Long-Term  Portfolio  invests  in 

high-quality  municipal  bonds 
and  has  an  average  weighted 
maturity  of  15  to  25  years.  Has  a 
high  potential  for  price  fluctua- 
tions and  risk  to  principal. 


Insured  Long-Term  Portfolk) 
inves::  ^  -  r---  :-;-•  — jr:r:pal 
bonds  -.  .  ^  rrige 

wei^itec  .zy  of  15  to  25 

years.  Tr.3       :5  sre  covered  by 
insurance,  s-iririeeingthe 
timely  payment  of  principal  and 
interest,  however;  princq)al 
remains  subject  to  price 
fluctuations. 

High-YieW  Portfolk)  invests 
pnmari^'  m  medium-quality 
investment-grade  issues  and 

has  an  a\-erage  weighted  matu- 
rity of  15  to  25  years.  The 
Portfolio  pursues  the  highest 
yields  of  the  Fund  and  has  a  high 
potential  for  price  fluctuations 
and  risk  to  principal . 

Lower  costs  mean 
higher  yiekls. 

The  \^guard  Municipal  Bond 
Rmd  has  \-irtually  the  lowest 
operating  costs  in  the  industry: 
0.25  of  1%**,  with  no  commis- 
sions, no  fees— a  pure  no-load 
fund.  And  all  other  things  being 
equal,  lower  costs  result  in 
higher  yields.  Minimum  initial 
investment  $3,000.  Iree 
checkwriting  for  $250  or  more. 

*  Income  may  be  sut^ect  to  state  and  local 
taxes.  A  pOTtion  of  income  ma>- be  subject 
to  the  Inderal  alternative  minimum  tax. 
•*Lipper  Directors'  .\nalyticaJ  Dau 

Call  r-800-662-SHIP 

Any  Hour,  Any  Day 

for  Vanguard's  free 

Tax-Free  Investing 

information  Kit 

Please  read  the  fund's  prospectus  carefully 
before  you  invest  or  send  money.  It  contains 
complete  information  on  advisor>'  fees,  dis- 
tribution charges  and  other  expenses. 


TH^^<IUaitlGROUP 

^^Of  INVESnSALNfT  COMn«.NIE5. 


Adxtrtisemekt  11 


feniiil  liKHieit  Siritdies 


Tlie  Ex^osion  in  Financial 
Fmm<*  and  Options 

The  explosixTC  grouth  of  financial 
futures  and  options  has  s\Tnbolized 
the  roolution  in  investing  caused  by 
modem  portfolio  theon:  If  you  think 
a  stock  is  going  to  go  up.  instead  of 
^)ending  SI 0,000  buring  it,  you 
could  spend  SI, 000  on  futures  and 
achieve  similar  results.  If  you're  right. 
your  return  could  be  much  higher; 
although,  if  you're  wrong,  your 
investment  could  expire  worthless. 
Some  investors  use  combinations 
of  "put"  and  ~cair  options  in  an 
effort  to  minimize  their  risk  while 
locking  in  a  profit. 

Trading  many  of  these  instru- 
ments is  not  for  the  fainthearted. 
nor  for  those  with  limited  means. 
But  it's  often  forgotten  that  the 
complex  world  of  futures  and 
options  not  only  offers  attractive 
returns  for  sp)eculators.  it  can 
also  enable  conserv  ative  investors 
to  lock  in  values  and  protect 
their  portfolios  through  careful 
strategy-. 

Special  Investment  Vehicles  for 
Special  Situations 

E\  er  eager  to  attract  customers, 
investment  firms  continue  to  create 
specialized  investments.  There  are  a 
variety-  of  hybrid  and  synthetic 
securities  permitting  investors  to  do 
things  like  separate  dividend  flows 
from  p>otential  capital  appreciation 
on  fixed-income  securities  and  buy 
one  or  the  other. 

To  meet  the  grouing  demand  for 
short-term  tax-exempt  securities,  for 
example,  a  vaner>'  of  "synthetic 
floaters"  ha\e  been  created,  which 
repackage  btinds  as  floating-rate 
tax-exempt  securities.  What  happens 
is  that  issuers  use  the  interest  from 
long-term  fixcd-ratc  municipal  Kinds 
to  provide  the  variable-rate  short- 
term  interest  paid  on  the  floaters. 


SteinRoe  High-Yield  Municipals 


* 


Tax-free  consistency.  SteinRoe  High-Yield  Munici- 
pals is  number  one  among  high-yield  municipal 
bond  funds  for  total  return  in  the  five-year  period 
ended  6/30/91.* 

How  does  SteinRoe  High-Yield  Municipals  deliver 
such  consistent  results? 

By  managing  a  carefully  diversified  portfolio  of 
long-term  municipal  bonds  that  offer  high  tax-free 
income.  The  results  speak  for  themselves.  Average 
annual  total  returns  for  the  periods  ended  6/30/91 
were:   1-year,  8.79^c;  3-year,  10.02'T;  5-year,  9.159c; 
and  since  its  inception  in  March,  1984,  11.39%.** 

When  you  invest  in  High-Yield  Municipals,  all  your 
money  immediately  goes  to  work  for  you,  and  keeps 
on  working  for  you.  At  SteinRoe,  there  are  no  sales 
commissions,  redemption  fees  or  other  hidden 
charges. 

Call  1-800-338-2550  now  for  more  complete  infor- 
mation on  SteinRoe  High-Yield  Municipals.  And  put 
a  number  one  performer  to  work  for  you. 


^ 


STEIN  ROE 
Mutual  Funds 


•For  the  I  -  and  5-  year  penods  ended  6/30fl  1 .  the  fund  ranked  »6  oui  of  2h  and  *  1  oui  of  1 5  fundv. 
rcspcctivel),  in  the  high-yield  municipal  bond  category,  according  lo  Lippcr  Analuical  SerMces  liv 
**Total  return  performance  includes  changes  in  share  price  and  rein\csimeni  of  income  and  capn.i) 
gain  distributions.  Past  performance  is  no  guarantee  of  future  results  Shan:  pnce  and  inscsimcnt 
return  will  vary,  so  you  may  have  a  gain  or  loss  when  you  sell  shares  Capital  gams  are  ^ubieci  lo 
stale,  local  and  federal  taxes,  income  may  be  subject  lo  state  and  Kxal  taxes  and  federal  Aiicmjiisc 
Minimum  Tax. 

Libert;  Stcuiities  Corponition.  Distributor 


Want  to  chart  the  right  course  to  meet  your  irwestment  goals? 
Our  Investment  Strategy  Guide  can  help.  With  it,  you 
can  put  together  a  plan  for  saving  and  investing  —  in  a 
portfolio  of  taxable  or  tax-free  securities.  Theftdd-out 
planning  sheets  give  you  practical,  easy-to-follow 
advice  every  step  (^ the  u>ay.  And  it's  FREE. 


FREE 
Investment 
Strategy  Guide 


YES!  Please  send  me  a  FREE  Investment 
Strategy  Guide,  along  with  a  prospectus  containing 
more  complete  information  on  SteinRoe  High-Yield 
Municipals.  I  will  read  it  carefully  before  I  invest  or  send 
money. 

Name 


Address 

City State 

Daytime  Phone  ( ) 


ZIP 


Call  TOLL-FREE  24  hours  a  day 

1  800  338-2550 

P.O.  Box  1143  •  Chicago.  IL  60690 
0O7M02  AD91287000101<> 
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Target  America's 

Fastest  Growing 

Companies 

Today's  new  products  and  technologies  could  be  the  path  to  tomorrow's  growth 
opportunities.  Fidelity  Emerging  Growth  Fund  gives  you  a  way  to  tap  the  potential 
of  some  of  toda\  "s  fastest-growing  companies.  This  aggressive  fund  invests  pri- 
marily in  stocks  of  small  companies  expected  to  achieve  rapid  growth  in  earnings 
or  revenues.  Share  price  may  be  volatile. 

Call  today  and  learn  how  emerging  growth  companies  mav  fit  with  your  long- 
term  investment  goals.  Start  with  just  $2,500;  $500  for  IRAs. 

No  Sales  Charge  Thru  1991! 


Call  24  hours  1-800-544-8888    SEOGH 


Fidelity  Emerging  Growth  Fund.  For  more  complete  information,  incluJ 
ing  management  fees,  expenses,  and  sales  ciiarge,  please  call  or  write  for  a  free  prospectus. 
Read  it  carefully  before  you  invest  or  send  money.  You  may  have  a  gain  or  loss  when  vou  sell 
your  shares.  The  fund  will  impose  a  ."5%  redemption  fee  on  shares  held  less  than  90  davs. 
Fidelity  Distributors  Corporation  (General  Distribution  .Agent).  P.O.  Box  66O6OS  Dallas  TX 
'5266-0603. 


Fidelity 


invesimenis® 

CODE:  FORB/FEG/102891 
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is  not  for  the 
fainthearted. 


Investors  in  these  floaters  can  hold 
them  to  maturity  or  put  them  back 
to  the  issuer  for  cash  or  a  share  of  the 
underlying  bonds.  But  investors 
should  recognize  they  may  not  be 
able  to  put  the  bond  back  to  the 
issuer  if  it  defaults  or  is  downgraded 
to  less  than  investment  grade. 

Investors  can  also  mo\e  bex'ond  the 
immense  market  for  publicly  traded 
securities  via  limited  partnerships  and 
other  mechanisms  that  place  money 
into  venture  capital,  drilling  for  oil 
and  gas,  raising  cattle,  owning  tim- 
berland  or  a  .seemingly  endless  list 
of  other  enterprises.  Rut  remember, 
the  days  when  such  \ehicles  were 
particularly  useful  in  sheltering 
income  from  taxes  are  o\er.  Now,  if 
rhey  don't  have  An  economic  basis, 
they  only  enrich  the  promoters. 
Hconomics,  not  stnicture,  determines 
the  return. 


The  Importance  of  Structure 

There  arc  two  structures  that 
remain  important  in  investing:  the 
devices  for  inxesting  for  children  and 
for  retirement. 

Since  1986,  the  so-called  kiddie  tax 
has  w  iped  out  the  tax  advantages  of 
giving  money  to  children  under  the 
L^niform  Gift  to  Minors  .\ct.  Until 
children  turn  14,  they're  raxed 
at  the  same  rate  as  their  parents, 
and,  moreover,  the  kids  end  up  con- 
trolling the  money.  If  youVe  \\  ill- 
ing  and  able  to  give  children  enough 
to  warrant  spending  a  ci>uple  of 
thousand  dollars  on  a  lawyer,  how- 
ever, you  can  set  up  a  Scctii>n  2503(c) 
trust.  Its  income  is  taxed  at  rates  as 
low  as  1,5%,  and  the  donor  diKsn't 
relinquish  all  control  over  the  money. 

In  addiritin,  I'.S.  public  (xilicy  has 
implicitly  told  inwstt^rs  that  if  they 
auree  t(^  accumulate  monev  tn  certain 


NEUBERGER  rcioBERMAN 


MANAGEMENT    INC 


Partners  Rind 


The  Growth  Elind 

For  Conservative 

Investors 


Partners  Fund  has  appreciated  in  value  every  calendar 
year  but  one  since  Neuberger  &  Berman  Management 
became  investment  adviser  in  1975.  The  average  annual 
return  during  this  entire  period  has  been  17.98%. 

The  fund's  investment  approach  is  designed  to  preserve 
capital— to  make  money  grow  in  good  times  and  hold 
on  to  those  gains  during  rough  times. 

This  consistent  performance  makes  it  a  sensible  choice 
for  conservative  investors  who  want  to  build  their  nest  eggs. 

So  take  a  step  in  the  right  direction.  Call  now  and  ask  about 
Partners  Fund. 


Call  24  Hours  for  a 
Free  Information  Kit: 

1-800-877-9700 

No  Load,  No  12b-l  Fees 


+  5.14%,  +8.75%,  +14.75%  were  the  average  annual  total 
returns  for  the  1,  5  and  10  year  periods  ended  6/30/91.  Investment 
returns  and  principal  fluctuate.  Redemption  proceeds  may  be  higher 
or  lower  than  original  cost.  "Total  Return"  Basis  includes  reinvestment 
of  all  dividends  and  distributions.  Past  performance  is  no  guarantee  of 
future  results. 


Please  send  me  a  free  Partners  Fund  Information 
Kit,  containing  a  prospectus  with  more  complete 
information  including  management  fees  and 
expenses.  I  will  read  it  carefully  before  I  invest  or 
send  money. 

Neuberger  &  Berman  Management  Inc. 
342  Madison  Avenue,  Dept.  A-906 
New  York,  NY  10173 

NAMF 


ADDRESS. 

crrv 


STATE 


ZIP 


PHONE  (DAY) 


.(EVE). 


FOR8811Q28 

Neuberger  c9>Berman 

^^^       MANAGEMENT  INC. 
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qualified  retirement  vehicles  without 
touching  it,  these  investments  can 
grow  tax-free.  This  holds  true  not 
only  for  corporate  retirement 
systems,  but  also  IRAs  and  Keogh 
plans  for  the  self-employed  and  many 
insurance  and  annuity  programs  as 
well.  One  of  the  most  rapidly  grow- 
ing vehicles  of  this  sort  has  been 
401(k)  plans.  Many  people  are  "no 
longer  as  certain  about  their  prospects 
for  employment  or  the  availabilit)'  of 
other  retirement  resources,  like  Social 
Security,"  says  Howard  M.  Stein, 
chairman  of  the  Dreyfus  Corp.,  so 
"these  investors  will  utilize  the  401(k) 
as  a  savings  and  investment  tool,  as 
well  as  a  portable  pension,  if  necessarx'." 

Mutual  Funds  for  Every  Occasion 

These  days,  there  are  mutual  funds 
for  every  imaginable  instrument, 
from  mortgage-backed  securities  to 
German  stocks,  and  from  money 
market  instruments  to  gold. 

You  can  also  use  mutual  funds  to 
concentrate  on  specific  sectors  of  the 
economy.  So-called  sector  funds. 


which  invest  in  a  single  industn,', 
represent  "something  of  a  hybrid 
between  owning  an  individual  stock 
and  a  broadly  diversified  mutual 
fund,"  says  Michael  Hines  of  Fidelit)'. 
Hines  says  these  are  attractixe  for 
investors  who  feel  good  about  the 
outlook  for  a  particular  industry-  but 
are  happy  to  let  a  professional  choose 
the  companies  within  that  industry 
in  which  to  in"est. 

By  using  ever\'thing  from  narrow 
sector  funds  to  other  broadly  based 
funds,  investors  can  capitalize  on  the 
proliferation  of  mutual  funds  to 
pursue  virtually  any  investment 
strategy'  they  can  think  of  Moreover, 
Michael  Downey,  chairman  of 
Prudential  Mutual  Fund  Manage- 
ment, notes  that  "Mutual  fund 
families  provide  the  opportunity'  for 
investors  to  exchange  bcr\\ecn 
different  t\'pes  of  funds  as  their  needs 
may  change  over  time"  And  for 
investors  who  can't  think  of  a 
strateg);  there  are  balanced  funds  and 
asset  allocation  funds  designed  to 
provide  them  with  one. 
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John  Turner 
Age  67 


HOW  DO  YOD  PREPARE  FOR  A  RETIREMENT  THAT 
lAST  LONGER  THAN  THE  YEARS  SPENT  WORKING? 


as 
opl 

in, 


While  few  of  us  may  be  as  physically  retirement  will  be  financially  fit  as  well.       about  Dreyfus  investments  and  services  for 

John  Turner,  statistics  show  that  With  over  70  billion  dollars  in  assets,     your  401  (k),  call  Paul  Allen  at  (800)  762-95 

e  are  living  longer,  healthier  lives.  Dreyfus  enjoys  a  healthy  re-  "y^  r»  Ext.  422.  After  all.  shouldn't  y( 

And  by  offering  a  Dreyfus  401  (k)  putation  managing  peoples'  JiiPTEylUS  employees'  financial  health  las 

you  can  see  to  it  that  your  employees'  money.  For  more  information  Group  Retirement  Plans  as  long  as  their  retirement? 


Schwab  wrote  the  book  on  how 
to  find  a  Financial  Advisor. 


As  your  capital  multiplies,  so  does 
the  time  and  skill  it  takes  to  invest. 

If  you're  like  many  investors,  you 
might  prefer  professional  guidance. 
At  Schwab,  we  recommend  getting 
objective  advice  that's  free  of  sales 
pressure.  So  we  wrote  this  book  to 
help  you  find  an  expert— one  who's 
concerned  with  your  best  interests. 

The  Charles  Schwab  Guide  to 
Selecting  a  Finanrial  Advisor  gives 
you  the  information  you  need  to  single 
out  which  advisor  feels  right  to  you. 

Here  are  the  key  questions  to  ask. 
Plus  a  few  tips  to  help  you  assess 
whether  their  style  and  strategies 
are  compatible  with  your  financial 

goals. 

This  guide  also  includes  a  directory 
with  addresses,  phone  numbers  and 
stated  investment  philosophies  of  over 
250  advisors. 

If  you'd  appreciate  help  managing 
your  money,  call  now  for  your  free  copy 
of  the  new,  expanded  edition  of  The 
Charles  Schivab  Guide  to  Selecting 
a  Financial  Adimor. 

•Charles  Schwab  &  Co.,  hic.  divs  not  endorse  or 
recommend  any  fxirticuhir  advisor  Noneof  tJiese  Financial 
Advisors  are  emplo.ved  by  Charles  Schwab  &  Co..  Inc 

Call  now,  toll-free: 
800-442-5111  ext.  233 
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Charles  Schwab 


Mombor  SIPC/New  York  Slock  Exchange,  Inc.     »i  1991  Charles  Schwab  &  Co  ,  Inc      All  Rights  Reserved 
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Personol  Iflveitmeflt  Strotegies 


he  only  sure 

thing  is  that  you 

have  to  know 

what  you  want 

before  you  can 

get  it. 


Your  Personal  Investment 
Manager 

Some  investors  have  achieved  a 
precise  fit  in  their  investments  by 
hiring  their  own  personal  investment 
manager  to  develop  a  portfolio  suited 
to  their  unique  needs.  At  Credit 
Suisse,  for  example.  Member  of  Senior 
Management  Joerge  H.  Schwarzen- 
bach  says  clients  who  have  seven- 
figure  sums  to  invest  "entrust  to  us 
some  of  their  personal  secrets.  They 
share  with  us  their  thoughts  and  joys 
and  problems.  It's  like  going  to  a  doc- 
tor." A  money  manager  not  only  can 
meet  your  financial  needs,  but  can  also 
respond  to  any  desires  to  pursue  non- 
economic  criteria  in  investing,  such 
as  avoiding  certain  securities  for 
reasons  of  social  responsibility. 

"Old  money"  has  long  been 
managed  by  personal  managers,  but 
a  growing  number  of  organizations 


are  providing  that  service  for  "new 
money"— people  who  have  earned, 
rather  than  inherited,  their  wealth.  At 
Credit  Suisse,  Schwarzenbach  notes, 
"We  want  to  attract  entrepreneurs 
and  self-employed  professional 
people  who  have  reached  a  position 
where  they  have  funds  to  invest." 

Map  Out  Your  Strategy 

Careful  investors  have  an  oppor- 
tunity' to  achieve  any  reasonable  goal 
they  can  articulate  in  today's  financial 
markets.  But  to  capitalize  on  the 
opportunities  offered,  you  not  only 
need  to  understand  the  markets,  you 
also  have  to  understand  your  own 
needs  and  aspirations.  Amid  height- 
ened volatility'  and  complexity',  the 
only  sure  thing  in  financial  markets 
is  that  you  have  to  know  what  you 
want  before  you  can  hope  to  get  it.  ■ 


Djvid  ,S.  Ctlick  IS  J  husincvs  and  financial  wrircr 
based  in  New  York. 

Designed  bv  DeAngcIo  Adwrtising 

Illustrations  b\  ticorpe  Koi/iimi 


Money  Market  Fund  Average  Yields 


7.88% 
Jul.  25,  '90 


7.42% 
Dec.  26,  '90 


6.88% 
Feb.  6,  '91 


caught  short. 


5.96% 
Apr.  24,  -91 


5.61% 
Jul.  24,  '91 


5.40% 
Sept  4, -91 


With  short-term  rates  likely 
to  rise  very  little  during  the 
next  12  months,  consider 
shifting  a  portion  of  your  cash 
and  lod(  in  higher  rates. 

What  can  you  do  about 
dwindling  cash  flows? 

We  believe  you  should 
seriously  consider  moving  some 
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of  your  cash  to  higher-yielding 
investment  alternatives  as  well 
as  employing  "ladder"  and 
"t>arbeH"  techniques  in  selecting 
asset  maturities.  We  can  offer 
you  many  choices  including: 

•  Longer-term  U.S  Treasuries 

•  U.S.  Government  Agency 
Securities 

•  Pre-refunded  Municipal  Bonds 

•  Longer-term  CDs 
•CMOS 

•  Zero  Coupon  Bonds 

•  Mutual  Funds 

•  Unit  Investment  Trusts 
For  more  detailed 
information,  call  or  send  for 
Don 't  Get  Caught  Short,  our 
latest  Investment  Alert. 

©1991  MwTill  Lynch.  Pi«w,  FoinprA  Smith.  Inc  Member  SIPC 


Return  to:  Merrill  Lynch  Response  Center 
RQ  Box  30200 
New  Brunswick.  NJ  0898W)200 

Please  send  me  a  free  copy  of  DtvjV  Get 
Caught  Short,  the  latest  Investment  Alert. 


Name. 


Address . 


City 


State 


Zip. 


Home  Phone  L. 


Business  Ptione  i. 


Merrill  l^ndx  dieits.  pkease  giw  the  name  and 
locaikin  o(  your  Rnandai  ConsutanL 


Merrill  Lynch 

A  tradition  of  trust. 


A  few  years  ago  practically  anyone  with  a  set  of 
blueprints  could  get  financing  to  build  hotels.  Now 
values  are  collapsing  and  the  vultures  are  circling. 


Blood  in 
the  suites 


By  Howard  Rudnitsky 


The  Diplomat  hotel,  in  Hollywood,  Fla. 
Back  in  the  lender*'  hand*. 


Herh'S  how  San  Francisco -based  real 
estate  investor  G.  William  Tischer 
characterizes  the  hotel  industry-: 
"Heavy  fixed  operating  costs,  huge 
debt  service,  and  hundreds  of  bank- 
rupts and  near  bankrupts  that  arc 
cutting  prices  every  day  to  generate 
some  cash  flow  just  to  keep  going." 

The  bad  news:  Things  will  probably 
get  worse  before  th*y  girt  better.  Says 
Tischer,  who  sold  his  San  Francisco 
commercial  properties  before  prices 
collapsed:  "The  rise  in  restructurings 
and  foreclosures  by  1993  could  be 
three  times  as  much  as  in  1990." 

Hoteliers  like  Jonathan  Tisch  of 
Loews  Hotels  say  they've  never  seen 
the  hotel  market  as  bad  as  it  is  now. 
"It's  not  just  a  half-dozen  weak  mar- 
kets," says  Tisch.  "It's  spreading 
across  the  country',  and  to  large  hotel 
properties  in  big  cities." 

Bjorn  Hanson,  a  partner  at  ac- 
counting firm  Coopers  &  Lybrand, 
figures  at  least  60%  of  all  U.S.  hotels 
are  losing  money.  This  year,  he  says, 
industry  losses  could  approach  S3  bil- 
lion pretax,  up  50%  over  1990. 

As  many  hotel  properties'  values 
plunge  below  the  value  of  the  proper- 
ties' mortgages,  developers  are  giving 
the  keys  to  the  lenders  or  the  lenders 
are  snatching  the  keys  fi-om  the  devel- 
opers. Coopers  &  Lybrand's  Hanson 
says  hotel  foreclosures  approached 
$900  million  last  year  and  are  sure  to 
exceed  $1  billion  this  year.  In  June 
Equitable  Life  Assurance  filed  an  in- 
tent to  foreclose  on  the  1 ,474-room 
Westin  Bonaventure  in  downtown 
Los  Angeles.  In  Orange  County  the 
owners  of  the  485-room  Irvine  Marri- 
ott filed  for  bankruptcT.  A  number  of 
Florida  hotels  have  been  foreclosed  or 
have  filed  for  bankrtiptcy,  including 
the  Biltmore.  And  the  1,050-room 
Diplomat  in  Hollywood  was  taken 
over  by  lenders  aft^er  the  previous 
owners  defaulted  on  their  loans. 

Japanese  banks  in  California  arc 
hurting.  Banks  like  Mitsubishi,  Tokai 
and  Sumitomo  lent  at  least  S5  billion 
on  overpriced  hotels,  resorts  and 
country  club  acquisitions.  Tokai 
wanted  to  foreclose  on  the  partly 
completed  Park  Hyatt  on  Santa  Mon- 
ica Beach,  but  it  went  into  Chapter 
1 1 .  After  investing  $500,000  a  rtx)m, 
developer  Sam  Stein  ran  out  of  funds. 
The  hotel  has  strtictural  problems — it 
mav  be  sinking — and  could  cost  an 
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Los  Angeles'  Westin  Bonaventure  hotel 

With  1,474  rooms,  the  older  downtown  hotel  has  become 

a  victim  of  intense  competition  and  a  weak  economy. 


additional  $250,000  per  room  to  fix. 

Sometimes  developers  manage  to 
outmaneuver  lenders.  This  year  Secu- 
rity Pacific  tried  to  foreclose  on  San 
Francisco's  famous  4 17- room  Sir 
Francis  Drake,  on  which  the  bank  is 
believed  to  have  a  $34  million  mort- 
gage. But  the  hotel's  owners  filed  for 
bankruptcy  first,  tying  up  the  proper- 
ty in  the  courts. 

The  lenders  have  only  themselves 
to  blame  for  the  overbuilt  and  overly 
leveraged  hotel  market.  In  the  mid- 
1980s  banks  were  eager  to  compete 
with  thrifts  and  life  insurers  as  lenders 
to  hotel  developers.  But  they  didn't 
intend  to  be  long-term  lenders.  So 
they  issued  lots  of  "bullet  loans" — 
loans  written  to  roll  over  in  five  to 
seven  years,  the  idea  being  that  the 
developer  would  refinance  the  project 
with  a  permanent  mortgage. 

These  bullet  loans  generated  big 
upfront  fees  for  the  lenders,  but  the 
banks  have  long  since  paid  dearly  for 
those  fees  as  the  number  of  troubled 
hotel  loans  has  climbed.  At  C-iticorp 
s(Mne  20%  of  its  $  1 .2  billion  hotel 
loan  portfolio  is  nonperforming.  At 
C:hemical  Bank,  with  6%  of  its  $6.7 
billion  commercial  real  estate  loans  in 


hotels,  fijlly  25%  of  its  hotel  loans  are 
nonperforming.  At  Manufacturers 
Hanover  the  figure  is  at  least  13%. 

The  insurance  companies  have 
done  only  slightiy  better.  Hotel  loans 
account  for  only  4.8%  of  the  life  insur- 
ance industry's  $245  billion  of  com- 
mercial mortgage  loans,  but  as  of  June 
30, 1 1 .7%  of  hotel  loans  were  slow  or 
nonpayments;  this  compares  with 
5.4%  for  all  commercial  mortgage 
loans.  Aetna  Life  &  Casualty's  $2.3 
billion  in  hotel  loans  had  a  delinquen- 
cy rate  of  15%.  Cigna  Corp.  had  $1 
billion  in  hotel  loans,  and  nearly  1 0% 
are  now  delinquent  or  foreclosed. 

At  least  $10  billion  worth  of  banks' 
bullet  loans  used  to  finance  hotels  will 
come  due  over  the  next  few  years.  But 
whether  the  insurance  companies, 
S&1.S  and  commercial  finance  compa- 
nies will  be  there  to  provide  the  refi 
nancing  is  an  open  question.  If  they're 
not,  the  banks  will  have  to  extend  the 
loans  or  take  back  the  propertN' — 
something  they  prefer  not  to  do. 

Meanwhile,  tnerhanging  the  hotel 
market  are  the  Resolution  Trust 
C-orp.'s  196  hotels  and  motels  seized 
from  failed  thrifts.  As  long  as  these 
properties  remain  un.sold,  hotel  val- 


ues will  remain  under  pressure.  As  it 
is,  hotel  people  estimate  hotel  values 
have  plunged  by  some  35%  from  their 
bloated  mid-1980s  levels.  In  some 
markets  the  decline  has  been  50%. 

The  hotel  management  compa- 
nies.>  In  the  1980s  hotel  management 
operators  like  Marriott,  Hilton,  Hyatt 
and  Sheraton  sold  off"  hotels  to  inves- 
tors and  built  expensive  new  ones  for 
them.  Typically,  the  management 
companies  would  charge  up  to  5%  of 
gross  revenues,  plus  10%  of  income 
before  fixed  charges,  plus  added  fees. 
These  added  up  to  a  fat  1 0%  of  gross 
revenues.  Most  agreements  ran  to  20 
years;  Marriott's  ran  as  long  as  50 
years.  But  with  so  many  troubled 
hotels  and  littie  new  business,  new 
management  contracts  are  being  writ- 
ten at  4%  to  6%  of  gross  revenues. 

All  in  all,  not  a  pretty  picture — 
unless  you  ha\  e  some  ready  cash  and 
are  in  the  market  for  a  hotel.  Last  year 
Japan's  Pan  Pacific  Hotels  &  Resorts 
bought  well-known  Adanta  develop- 
er John  Portman's  Portman  Hotel  in 
San  Francisco  at  a  cost  of  nearly 
$325,000  a  room.  The  property  cost 
Portman  an  estimated  5450,000  a 
room,  putting  the  Portman  Cos.'  loss 
at  $40  million  on  that  property — and 
the  Japanese  may  ha\e  overpaid. 

With  prices  plummeting,  real  estate 
brokers  are  being  sought  out  by  hotel 
vulture  capital  ftinds  and  other  hotel 
investors.  One  group  of  investors  is 
negotiating  to  acquire  a  300-room 
airport  hotel  in  the  Midwest  at  a  cost 
of  $70,000  a  room;  the  rooms  cost 
$130,000  each  to  construct. 

Loews'  Tisch  family,  which  decid- 
ed not  to  expand  in  the  mid-1980s 
when  practically  an\'one  with  a  set  of 
blueprints  could  get  money  to  build  a 
hotel,  is  also  bargain  hunting.  Loews 
has  already  bought  three  hotels  in 
small-cit>'  markets  (Nashville,  Annap- 
olis and  Denver)  at  around  60  cents 
on  the  construction  dollar. 

Another  well  heeled  operator  who 
could  reappear  in  the  hotel  market  is 
Robert  Bass.  He  and  a  group  of  inves- 
tt>rs  sold  New  Yt>rk's  Pla/a  Hotel  to 
Donald  frump  at  the  top  i>f  the  mar- 
ket for  $409  millii>n.  fcxlav  the  Plaza 
is  worth  little  more  than  half  that.  As 
hotel  prices  come  crashing  back  to 
earth,  Ba.ss  and  the  other  smart  hotel 
pci>plc  w  ho  arc  sitting  t>n  cash  will  he 
waiting  to  profit  again.  ^ 
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^EFORE  YOU  FILL  THESE  OPENINGS,  INTERVIEW  SOME 
.OUTSTANDING  CANDIDATES.  Selecting  the  right  vehicles  for 
your  company  can  involve  some  tough  decisions.  Fortunately,  Mazda  has  all 

the  necessary  qualifications  to  meet  your  complex  fleet  needs.  Consider  the  all-new 

929  luxury  sedan  and  the  exceptionally  well-appointed  626. 

Both  are  backed  by  an  outstanding  36-month/50,000-mile, 

"bumper-to-bumper," no-deductible  warranty.*  Now,  combine 

all  this  with  an  established  reputation  for  quality,  perfor- 
mance, and  high  resale  value,  and  you  can  see  why  Mazda 

sedans  would  make  outstanding  additions  to  your  company. 

To  arrange  an  interview  at  your  earliest  convenience,  call 


Mazda  929 


Mazda  626 


Mazda  Operations  at  1-800-45-FLEET  today. 


*See  your  Mazda  Dealer  for  limited-warranry  details. 
©  1991  Mazda  Motor  of  America,  Inc. 
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It  |i  'ST 


"Research  Benoit  Sheet  Metal  Equipment 

i>searc^l  Sheet  Metal  Machinery  Sales 

iUinois  Bothell,  Washington 


Christopher's  Flower  &  Gift  Shop 

Florist 

Chatham,  New  Jersey 


^,p:^'i<^ru^  irucKing  Co. 

Trucking 

Brooklyn,  New  York 


Touring  Unirmirea  Travel 
Full  Service  Travel  Agency 
Cambridge,  Massachusetts 


\X/JLK  Radio 

Adult  Contemporary  Radio  Station 

Asbury  Park,  New  Jersey 


Che(  ker  s  Product  Servicing,  Inc. 
Food  Promotions 
Framingham,  Massachusetts 


Temple  City  Stationers 
Office  &  Stationery  Supplies 
Temple  City,  California 


Claremont  Riding  Academy 

Riding  Stable 

New  York,  New  York 


Harrington  Associates 
Auditors  &  Accountants 
Tiverton,  Rhode  Island 


Resumex- Press 

Career  Transition  Services 

Boston,  Massachusetts 


Fun  Antiques 

Antique  Toys/Collectibles/Animation  Art 

New  York,  New  York 


CADworks,  Inc. 

CADD  Integration  Specialists 

Arlington 


Compleat  Gam 
Billiard  &  Game 
Waltham,  Massa 


Owl  Shop,  Inc. 
Tobacconists 
Worcester,  Massachus 


Black  Sand  Surf 

Board  Sport/Apparel  Shop 

Pasadena,  California 


Washington  Shoe  Co. 
Wholesale  Shoe  Designs  &  Sales 


Cooper  Classics  Ltd. 

Classic  Car  Sales/Service/Restoration 


Adier  Pool  Tables 

Pool  Table  Manufacturer 

Los  Angeles,  California 


Chromavision,  Corp. 

Video  Editorial  &  Tape  Services 

New  York,  New  York 


Art  Options,  Inc. 
Retail  Art  Gallery 
Santa  Monica,  California 


Stats- It 

Pre-professional  Shop 
Chicago,  Illinois 


LA  CelebrationsI 

Catering 

Los  Angeles,  California 


Advanced  Avian  Designs 

Bird  Environment  Designs  &  Sales 

Seattle,  Washington 


Putnam  Kitchens 
Kitchen  Design  Studio 
Greenwich,  Connecticut 


Ortho  Sport 
Physical  Therapy 
Forest  Park,  Illinois 


Aquariums  by  Design 
Aquariums,  Fresh  &  Saltwater  Fish 
Chicago,  Illinois 


American  Science  &  Surplus 

Surplus  Scientific,  lndu.>trial  &  Consumer  Goods 

Evanston,  Illinois 


Hare  Enterprises,  Inc. 

Manufacturer 

North  Long  Beach.  California 


Lester  Material  Service 
Landscape  Material  Supplier 
Grayslake,  Illinois 


Lauren  Sara 
Fashion  Designer 
New  York,  New  York 


Shelly  Balloon's  Parties- Presents-Promotions 
Event  Coordinator  &  Advertlsir>g  Specialist 
Los  Angeles,  California 


G.  Schoepfer  Inc. 

Sales  of  Glass  &  Plastic  Eyes 

Mew  York,  New  York 


Textile  Innovations,  Ltd. 
Textile  Converter 
(Mew  York,  New  York 


Vision  Wortd 
Retail  Optical  Store 
Jamaica,  New  York 


Blue  Willow  Farm 
Horse  Boarding/Training 
Patterson,  New  York 


Hub  Cap  Annie 

New  &  Used  Hub  Cap  Sales 

Seattle 


Artistic  Sign 
Sign  &  Banner 
Chicago,  Illinois 


Peace  Museum 

Art 

Chicago,  Illinois 

Rent-A-Wreck 

Car  Rental 

Los  Angeles,  California 

Strata  Flotation 
Waterbed  Flotation 
Torrance,  California 


Mill  Race  Inn 
Restaurant 

va,  Illinois 


Time  After  Tim^ 

Vintage  Apparel 

Los  Angeles,  California 


Cassidy  &  Corrigan,  Inc. 
Insurance  Agency 
WhIppany,  New  Jersey 


From  the  Washington  Shoe 
Company  in  Seattle,  Washington,  to 
Warwick  Catering  of  Philadelphia, 
Pennsylvania.  AT&T  wants  you  back.  If 
your  business  left  AT&T  but  didn't  save 
what  you  had  hojx^d.  If  you  miss  AT&Ts 
fast  connections  for  calls  and  faxes.  If 
you  prefer  AT&T  operator  assistance  for 
international  calls.  If  you  simply  think 
AT&T's  quality  is  better.  Now  you  can 
afford  to  come  back. 

AT&T  FRO''  WATS.  A  discount 
plan  that  gives  you  AT&T  quality  at 
very  competitive  prices— 4%  to  19% 
off  our  regular  rates.*  These  discounts 
apply  to  all  domestic,  international 
and  AT&T  Calling  Card  calls  that  are 
direct-dialed.  With  our  competitive 
prices,  now  you  can  choose  long 
distance  service  purely  on  the  basis  of 
who's  best.  And  for  most  businesses, 
that's  no  contest. 

There's  more.  Switch  now,  and 
we'll  even  give  you  one  month  of  long 
distance  service  free**One  call  is  all  it 
takes  to  switch— there's  no  downtime, 
no  hassles,  no  new  lines  or 
equipment. 

For  every  business  in  America 
that  doesn't  want  to  settle  for  second 
best.  We  want  you  back. 

Call  1  800  222-0400  lodav 


Neon  Design 

Neon  Lighting  &  Signs 

Chicago,  Illinois 


Dean  &  Deluca 
Specialty  Foods 
New  York,  New  York 


Marie  Bervas 
Clothing  Manufacturer 
Los  Angeles,  California 


Let  There  Be  Neon  City 
Neon  Designs 
New  York,  New  York 


Encore  Travel,  Inc. 
Travel  Agency 
Brooklyn,  New  York 


Pottery  Manufacturing 
Pottery  Manufacturer 
Gardena,  California 


Advertising  Flag  Company 
Flag  &  Banner  Company 
Chicago,  Illinois 


Bonnie  Flower  Shops,  Inc. 

Florist 

Chicago,  Illinois 


ATbT 

The  right  choice. 
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It  has  taken  centuries  of  struggle  by  giants  to  establish  "a 
government  of  laws  and  not  of  men."  Today,  pygmies  are 
trying  to  reduce  it  all  to  a  question  of  a  judge's  "views." 

Integrity  is 
the  issue 


BY  THOMAS  SOWELL 



1  ,--.-■» 

Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Many  years  ago  a  black  professor — a 
militant  on  racial  issues — was  teach- 
ing a  course  in  economics  at  a  well- 
known  university.  Among  his  stu- 
dents were  two  white  South  Africans. 

"Now,  I  hate  those  bastards,"  he 
told  me.  But  it  turned  out  that  the 
South  Africans  were  the  two  top 
students  in  his  class,  so  he  gave  them 
an  A  and  an  A-i-.  That  is  what  integri- 
ty is  all  about. 

Such  integrity  is  the  hallmark  of 
professionalism,  whether  in  a  profes- 
sor, a  physician  or  a  judge.  That  is 
what  makes  it  so  wrong-headed  for 
members  of  the  Senate  Judiciary 
Committee  to  be  grilling  nominees 
for  the  Supreme  Court  about  where 
they  "stand"  on  "issues."  Any  Justice 
of  the  Supreme  Court  who  decides 
cases  on  the  basis  of  where  he  person- 
ally stands  on  issues  lacks  the  integrity 
for  the  job. 

Justice  Oliver  Wendell  Holmes 
made  no  secret  of  the  fact  that  he 
despised  some  of  the  people  in  whose 
favor  he  voted.  One  he  accused  of 
writing  "a  silly  leatlct,"  ba.sed  on  a 
"creed  of  ignorance  and  immaturi 
ty."  Holmes  was  quite  clear  about  the 
role  of  a  Supreme  C\)urt  Justice.  His 


job  was  "to  see  that  the  game  is  played 
according  to  the  rules,"  he  said, 
"whether  I  like  them  or  not." 

It  has  taken  centuries  of  struggle  by 
giants  to  establish  the  ideal  of  "a 
government  of  laws  and  not  of  men." 
Today,  pygmies  are  trying  to  reduce  it 
all  to  a  question  of  a  judge's  "views" 
on  some  "issues,"  whether  he  will  be 
a  "champion"  of  this  or  that  group, 
or  of  this  or  that  cause. 

To  listen  to  the  recent  confirma- 
tion hearings  on  Judge  Clarence 
Thomas,  you  would  scarcely  guess 
that  Judge  Thomas  had  written  a 
number  of  decisions  on  the  Circuit 
Court  of  Appeals,  and  had  voted  on 
more  than  100  other  decisions  there. 
Were  those  decisions  good,  bad  or 
indifferent.^  No  one  seemed  to  be 
nearly  as  interested  in  that  as  they 
were  in  what  he  said  in  a  speech  at 
some  political  gathering  years  ago. 
These  statements  were  supposed  to 
provide  clues  to  his  "views." 

In  recent  years,  judicial  confirma- 
tion hearings  have  become  more  and 
more  like  a  Roman  circus,  complete 
with  Christians  being  thrown  to  the 
lions.  Whatever  their  ratings  as  politi- 
cal theater,  such  hearings  are  a  serious 
and  lasting  disser\'ice  to  the  country. 

Above  all,  they  promote  a  danger- 
ous misconception  about  the  role  of 
courts  and  the  rule  of  law.  Where  a 
judge  "stands"  on  "issues"  is  tar 
less  important  than  where  he  stands 
on  judgiiig. 

If  a  nominee  has  already  been  a 
judge,  then  it  is  his  record  as  a  judge 
that  should  be  scrutinized — not  to  see 
whether  ever\'onc  agrees  with  his 
decisions,  but  to  see  whether  those 
decisions  reflect  faithfulness  to  the 
written  law,  intelligence  in  applying 
the  law  and  the  integrity  to  keep  his 


own  personal  emotions  out  of  it. 

The  dry  application  of  legal  rules 
may  not  be  ver\'  exciting  stuff,  but  it  is 
crucial  to  the  survival  of  freedom.  In  a 
free  society,  people  know  in  advance 
what  the  rules  are — and  they  know 
that  they  are  not  subject  to  arbitrary 
power,  so  long  as  they  stay  within 
those  rules.  You  cannot  have  a  frame- 
work of  known  rules  if  judges  are  fi^ee 
to  engage  in  legal  adventures,  based 
on  their  own  personal  philosophy. 

To  ask  judicial  nominees  where 
they  "stand"  on  "issues"  is  to  suggest 
that  this  should  be  the  basis  for  their 
rulings.  If  it  is,  then  there  will  be  as 
many  different  versions  of  the  law  as 
there  are  judges — and  freedom  will 
become  a  memory. 

Another  dangerous  long-run  con- 
sequence of  turning  judicial  confir- 
mation hearings  into  political  theater 
is  that  some  of  the  finest  legal  minds 
in  the  country  cannot  be  nominated 
to  the  Supreme  Court.  Their  writ- 
ings, instead  of  being  e\idences  of 
the  kind  of  intellect  sorely  needed, 
become  a  "paper  trail"  for  commit- 
tee staff  aides  to  comb  through  to 
find  a  word  here  and  a  phrase  there, 
as  targets  for  political  grandstanding 
by  the  senators. 

Under  these  conditions,  the  quali- 
ties needed  to  surxive  confirmation 
hearings  are  radically  different  from 
the  qualities  needed  to  become  a  first- 
rate  Supreme  Court  Justice — and  we 
cannot  risk  having  second-rate  Su- 
preme Court  Justices. 

Finally,  the  badgering,  the  cheap 
shots  and  the  innuendos  that  have 
become  standard  procedures  in  judi- 
cial confirmation  hearings  in  recent 
years  not  only  demean  the  indiudual 
nominee  but  undermine  the  dignity' 
of  the  high  office  itself 

WTien  a  question  has  been  asked 
once,  and  answered  either  satisfacto 
rily  or  unsatisfactorily,  nothing  tlir 
ther  is  gained  by  asking  it  dozens  ot 
times  more  in  ditfercni  words.  Some 
nominees  have  had  their  intcgrit\ 
questii>ned  in  senators'  opening 
statements,  before  solving  a  word. 
Senators  have  votes  with  which  to 
express  their  opinions.  They  do  not 
need  to  have  insults  as  well. 

Public  respect  for  the  courts  and 
the  law  is  one  of  those  intangibles, 
without  w  hich  all  the  tangibles  arc  ni>i 
going  to  work.  ■■ 
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No  one 


No  one  but  Compaq 
is  delivering  new 

personal  computers 

with  what  you're 

about  to  see. 


Introducin 
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Compaq  announces  PC  nnodularity  with  a 
remarkable  new  feature:  intelligence.  Simply  put, 

Intelligent  Modularity 
allows  our  four  extraor- 
dinary new  personal 
computers  to  deliver 
Sr^ti^rr^''""  exactly  what  you  need 

easy  affordable  way  to  upgrade  in  the  future. 

The  unique  design  of  Intelligent  Modularity 
in  our  new  COMPAQ  DESKPRO/M  personal 
computers  will  allow  you  to  choose  the  ideal 


processor,  video,  memory  EISA  and  I/O  board. 
And  whereas  many  of  our  competitors'  idea  of 
upgradability  is  limited  to  processor  and  memory, 
Compaq  goes  much  further. 

Not  only  can  you  swap  out  any  of  the  five 
boards  we 
mentioned 
above,  but 
the  built-in 
intelligence 
feature  ensures 
optimized 


Four  remarkable,  very  competitivefy  priced  PCs. 

Choose  from  a  full  range  of  Infei-basfd 

processivs:  from  25  MH:  3S6  to  33- 

MH:  4S6.  indiidmsi  itte  new 

l6-MH:ond25UH: 

4S6SX. 
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Modularity  from  Conpaq. 


system  performance  at  each  level.  No  one  else 
offers  so  much  flexibility  for  the  future. 

Speaking  of  the  future,  our  new  COMPAQ 
DESKPRO/M  PCs  are  built  to  last.  Like  no  other 
computer  on  the  market.  A  rugged  steel 
chassis  holds  everything  together 
Superior  thermal  design  keeps  things 
cool.  And  a  240-watt  power  supply 
handles  any  configuration. 

And  Intelligent  Modularity 
means  our  DESKPRO/M  PCs  share  common  parts 
Troubleshooting  is  easier  Service  man-hours  and 


In  addition  lo 

support  from  your 

dealer,  you  also  s(et  a  direct  line 

to  knowledgeable  Compaq  people 


costs  can  be  kept  to  a  minimum.  (Though  it's 
reassuring  to  know  that  should  you  need  help, 
our  responsive  Customer  Support  Center  is  just  a 
phone  call  away.) 

To  learn  more,  call  your  Authorized 
COMPAQ  Computer  Dealer  and  ask  to  see 
the  wonder  of  COMPAQ  DESKPRO/M  PCs 
with  Intelligent  Modularity  firsthand.  In 
the  U.S.,  call  1-800-231-0900,  Operator  175. 
In  Canada,  1-800-263-5868,  Operator  175. 

comPAa 

It  simply  works  better. 


URNAROUNDS 


P  &  COMERS 


Jim  Busby's  dream  came  true  when  he  quit  his  job 
and  started  his  own  company.  Like  a  lot  of  other 
tinkerer-entrepreneurs,  Busby  couldn't  manage 
success.  But  there's  a  happy  ending. 


(( 


Risk  not  thy 
whole  wad" 


By  Claire  Poole 

Just  when  James  Busby  figured  he 
really  had  it  made,  everything  started 
falling  apart  at  his  Mobile,  Ala. -head- 
quartered QMS,  Inc. 

In  1977  Busby,  a  University  of 
Alabama-trained  engineer,  sent  his 
youngest  son  to  bunk  with  his  brother 
and  used  the  vacant  bedroom  to  set 
up  shop  making  circuit  boards  for 


computer  printers.  QMS  was  born. 

The  concept  that  took  form  in  the 
commandeered  bedroom  was  based 
on  Busby's  experience  as  a  systems 
engineer  at  Scott  Paper  in  the  mid- 
Seventies.  Busby  saw  that  the  compa- 
ny needed  to  be  able  to  print  labels  on 
huge  rolls  of  paper  that  could  be  read 
from  a  distance  by  eye  as  well  as  with  a 


computer  scanner.  Stymied,  31 -year- 
old  Busby,  who  was  already  putting  in 
50-hour  weeks,  turned  his  son's  bed- 
room into  a  high-tech  lab.  On  nights 
and  weekends  he  tinkered  with  a  cir- 
cuit board  that  could  translate  com- 
puter data  into  a  variety  of  letter  sizes 
and  bar  codes,  and  then  feed  that 
information  into  a  printer. 

To  save  computer  memory  and 
processing  time,  he  loaded  the  board 
with  its  own  microprocessor  and 
memory  chips  and  then  plugged  it  in 
inside  the  printer. 

It  worked.  When  Busby  showed 
Scott  what  his  board  could  do,  how- 
ever, his  employer  was  lukewarm. 

But  Busby,  the  son  of  an  Alabama 
refrigerator  repairman,  had  always 
wanted  to  start  his  own  business,  and 
he  knew  he  was  on  to  something.  So 
he  quit  his  job,  borrowed  510,000 
from  the  bank,  and  started  QMS — then 
known  as  Qualit>'  Micro  Systems — in 
1977.  Scott  eventually  came  around, 
and  bought  Busby's  first  four  circuit 
boards.  In  his  first  fijll  year  his  compa- 
ny made  profits  of  S4,000  on  sales  of 


QMS'  lainos  Busby  (se.ited)  and  Charles  Daley  poring  over  printouts  from  now  Kanp  laser  printer 
The  technologically  adept  little  company  was  "100%  entrepreneurial,  0%  controls." 
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The  F-117,  the  world's  first  stealth  fighter. 


It  was  impossible. 
Until  they  called  Lockheed. 

When  America  nee'ds  to  break  technological  barriers, 
it  comes  to  Lockheed. 

Whether  it  is  the  first  sub-launched  ballistic  missile, 
the  first  Mach  3  jet,  the  first  stealth  fighter  or  the  first  jam- 
resistant  satellite,  Lockheed  gets  the  call.  It's  our  legacy. 

Technological  leadership  is  what  sets  America  apart 
from  the  rest  of  the  world.  Lockheed  is  committed  to  maintaining 
that  leadership,  for  the  benefit  of  our  customers,  our  shareholders, 
and  our  country. 


^^^LocHheed 

Watch  NOVA  on  PBS,  Tuesdays  at  8  p.m. 


In  a  surprise  turnaround^  three  of  Germany  ^s  top 
utomotive  journals  rated  the  new  Audi  100  V-6  better 
than  the  Mercedes  300E  2.6  and  the  BMW  525i. 


ong  regarded  as  the  reigning  mon- 
archs  of  German  performance 
sedans,  Mercedes  and  BMW  have 
never  had  much  concern  about 
ossible  dethronement  However, 
t  was  before  Audi  engineers  unveil- 
their  most  impressive  achievement 
date.  The  all  new  Audi  100. 
In  tests  conducted  by  three  of  Ger- 
ny's  top  automotive  journals,  the 
lly  redesigned  Audi  100  outscor- 
both  the  Mercedes  300E  2.6  and 
BMW  525i. 
According  to  auto  motor  und 
loRT,  the  Audi  100  took  control  of 
testing  early  and  often,  besting 
ercedes  and  BMW  in  Bodywork, 
[andling  and  Control,  and  Economy. 


uto      

notor     ™^--,j 
-sport   i^^aJ^' 

uer    .'      f  i-^iJ  u 

IW  Actitzylinder 


IKISItSI 

idiioove 


Compared  to  the  $42, 950  Mercedes  300E  2.6  and  the  $35,625  BM  W  525i,  the  Audi 
lOOS  is  priced  at  $29, 900*  That  includes  V-6  engine,  ABS  brakes,  driver's  side  airbag, 
galvanized  body  and  3-year  or  50,000-mile  limited  warranty** 


all  new  Audi  100  was  rated  better  than  its 
impetition  in  three  separate  tests  conducted  by  these 
tiding  German  aviomotive  publications. 

ludi  has  succeeded ...  in  not  just 

iwing  level  with  the  competition, 

It  moving  ahead  of  it" 

It  would  seem  that  the  eight  years 

[udi  engineers  had  labored  over  this 

lewest  of  Audis  had  indeed  paid  off. 

Andres  Borchman,  editor  of  auto 

),  said,  "The  new  Audi  100  is  no 

)nger  number  three  among  the  dis- 

nguished  German  marques,  but, 

the  test  proves,  number  one." 

The  test  journalists  at  Mor  made 

unanimous:  "The  Audi  is  clearly 
fie  deserving  winner." 


Both  on  the  surfece  and  beneath  the 
skin,  the  new  100  differs  dramatically 
from  its  predecessors.  The  styling  is 
more  dynamic.  The  interior  is  roomier 
And  the  venerable  5-cylinder 
power  plant  has  given  way 
to  a  172hp  V-6  engine  with 
superior  low-end  torque. 

One  area  that  wasn't  tested 
but  should  be  mentioned 
is  the  Audi  Advantage:  A 
program  that  includes  the 
cost  of  all  scheduled  main- 
tenance, even  oil  changes,  for 
three  years  or  50,000  miles. 
Neither  Mercedes  nor  BMW  can  top 
it  Nor  can  they  any  longer  claim  to  be 
at  the  top  of  this  class.  That  honor  now 
belongs  to  the  new  Audi  100. 


AUDI  lOOS  AT  A  GLANCE 
GENERAL:  Fmnt-wheel  drive,  5-f)assenger 
sedan,  4-d(K)r  galvanized  body 
ENGINE:  2.8-liier  SOHC  V-6,  iron  block, 
aluminum  heads,  172hp.  Multi-fxith  induc- 
tion s)'stem 

DRIVETRAIN:  4-speed  automatic  or  5- 
sp)eed  manual  transmission 
STEERING:  Rack-and-pinion,  power- 
assisted,  vehicle  speed-sensitive 
BRAKES:  ABS,  power  vented  front  discs, 
rear  discs 

PERFORMANCE:  ()-«)  mph  in  8.8  sec/ 
Top  track  spieed  VM)  mph  (manual  version) 
26  mp)g  Highvv'ay,  19  mpg  City* 
MAJOR  STANDARD  EQUIPMENT: 
Drivers  side  airbag,  automatic  tensioning 
front  seatbelts,  power  steering,  windows, 
seats,  and  locks,  .VC,  cruise  contnil.  tilt  and 
telescopic  steering,  two-w;iy  power  sunnK>f 
SOUND  SYSTEM:  8-s})eaker  AM/FM  stereo 
radio/cassette  w/;mti-thefi  features 

'fnces  havd  im  MSKJ'  unl/i  mtm  tniru  .  ruiudinf;  laxa,  bcnae,  fifglH, 
dtaltrthaKgaandoptaa.  t'/fxapmmttivfbinrt.  I'ntn  aibfirl  b  t^tmgr. 


For  Ow  Auto  Motor  Und  Sport  Ust  results,  call  l-8iK)-tOR-AVDl. 
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.200,000. 

After  that  QMS  took  off  like  a  rock- 
et. By  fiscal  1987  the  ten-year-old 
firm  was  making  laser  printers  and 
racking  up  revenues  of  $119  million 
and  profits  of  nearly  $9  million.  Busby 
had  taken  the  company  public  in 
1983,  and  was  sitting  on  $31  million 
worth  of  stock. 

Then,  says  Busby,  "Things  just  got 
out  of  control." 

In  late  1987  the  technologically 


eventually  canceled  its  agreement 
when  it  decided  to  redesign  its  print- 
ers and  buy  the  boards  elsewhere.  QMS 
ended  up  taking  a  $10  million  write- 
off on  its  inventories. 

It  couldn't  have  come  at  a  worse 
time.  QMS'  main  business,  laser  print- 
ers, was  in  the  middle  of  an  expensive 
changeover  to  a  higher-performance 
technology.  A  shortage  of  dram 
chips,  an  important  component  in  the 
printers,  was  driving  costs  through 


The  laser  printer  assembly  line  at  the  QMS  plant  in  Mobile,  Ala. 

Corporate  clients  like  Boeing  and  AT&T  now  make  up  a  third  of  QMS'  U.S.  sales. 


adept  little  company  signed  a  promis- 
ing side  deal.  It  would  supply  Hew- 
lett-Packard with  $50  million  worth 
of  circuit  boards  for  HP's  LaserJet 
printers.  The  boards  would  allow  HP's 
printers  to  work  with  computers  run- 
ning Adobe  Systems'  PostScript  soft- 
ware, the  leading  software  for  desktop 
publishing.  That  deal,  so  promising  at 
the  time  it  was  made,  almost  wrecked 
the  company. 

Busby — a  tinkerer  more  than  a 
manager — geared  up  to  turn  out  the 
circuit  boards,  cost  be  damned. 
"Budgets,"  he  says,  "had  always  been 
meaningless"  at  QMS  because  growth 
had  always  rescued  management  from 
miscalculations  and  inefficiencies.  No 
such  luck  this  time.  \iv  purchased  only 
a  third  of  the  circuit  boards  QMS  ex- 
pected to  sell  in  the  first  year,  and 


the  roof  Plus  the  company  was 
spending  heavily  to  start  its  own  direct 
sales  and  service  organization. 

Costs  were  wildly  out  of  control. 
Revenues  were  still  rising — to  $187 
million  in  fiscal  1988 — but  QMS 
racked  up  losses  of  $5  million.  Shares 
of  the  New  York  Stock  Exchange- 
listed  company  fell  from  a  high  of  14 
to  6 — well  below  their  split-adjusted 
offering  price  of  $8.50. 

The  board  of  directors  was  getting 
nervous.  There  was  talk  of  ousting 
Busby  in  favor  of  a  professional  man- 
ager type.  Busby  didn't  wait  for  the 
board  to  act.  He  brought  in  Charles 
Daley,  a  former  financial  trouble 
shooter  on  acquisitions  for  United 
Telecommunications,  as  chief  finan 
cial  officer. 

Oalcy,  now  57,  had  plenrv'  of  cxpc 


rience  with  litde  high-growth  compa- 
nies run  amok.  Says  he:  "QMS  was 
100%  entrepreneurial,  0%  controls." 
Daley  quickly  put  QMS  on  a  tight 
budget,  implemented  strict  inventory 
controls  and  accounting  practices  and 
pared  back  operational  expenses.  By 
the  first  quarter  of  1989  the  company 
was  back  in  the  black. 

And  QMS  has  stayed  there.  Its  175- 
person  research  and  development 
team  is  making  sure  that  the  company 
doesn't  fall  behind  in  the  rapid  race 
for  new  technology.  Last  year  QMS 
began  shipping  to  Japan  the  first  color 
laser  printer  able  to  print  all  7,500 
characters  of  the  Kanji  language.  Pre 
vious  innovations:  one  of  the  first 
desktop  laser  printers  in  1982  and  the 
first  color  laser  printer  in  1988.  Next 
year  Busby  hopes  to  bring  out  a  color 
printer  that  prints  on  plain  paper. 

His  1988  decision  to  start  a  direct 
sales  and  service  force  is  now  starting 
to  pay  off.  Today  corporate  clients  like 
Boeing  and  AT&T  make  up  a  third  of 
the  company's  U.S.  sales.  Overseas 
sales — in  Europe  and  the  Pacific 
Rim — are  now  36%  of  revenues  and 
47%  of  operating  income.  QMS'  400- 
person  work  force  assembles  its  print- 
ers in  Mobile  and  at  another,  smaller 
facility  in  the  Netherlands. 

In  fiscal  1991  QMS  is  expected  to 
earn  $  1 8  million,  or  S 1 .60  a  share,  on 
revenues  of  $305  million.  Recent 
price  of  the  Big  Board  shares:  23,  or 
about  14  times  expected  earnings. 

Busby,  45,  now  owns  just  6%  of  the 
company's  1 1  million  shares,  worth 
about  $14  million.  Public  offerings  to 
raise  capital  and  an  acquisition  ac- 
count for  much  of  the  dilution,  but 
Busby  made  a  mistake  that  made  the 
dilution  worse.  He  would  own  12% 
but  for  this:  At  the  time  of  the  1987 
market  crash,  he  was  trading  index 
options  at  the  urging  of  a  cousin  who 
is  a  stockbroker.  He  took  a  drubbing 
and  had  to  liquidate  half  his  Q.MS 
shares  to  meet  margin  calls — at  a  time 
when  QMS  shares  were  themselves 
badly  depressed. 

"I've  thought  about  getting  a 
plaque  made  for  my  desk,  'Risk  not 
thy  w  hole  wad,'  "  Busby  jokes.  But  in 
business  as  well  as  investing,  he  knows 
.success  never  comes  without  a  share 
of  mistakes.  '*You  can  say,"  says  Bus- 
by philosophically,  "I've  learned  a 
few  Ie,s,sons."  ^M 
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liability  provision  makes  parties  pay  for  past 
actions  based  on  today  s  standards. 

For  example,  at  422  sites  almost  14,000 
parties  have  been  notified  that  they  could  be 
liable.  In  turn,  many  of  them  are  identifying  still 
others  who  contributed  in  some  way  to  the^ 
presence  of  waste  at  each  site.  And  since 
Superfund  liability  deals  with  past  waste  disposal, 
the  record  of  users  can  go  back  25,  30  or  even  40 
years  and  can  number  in  the  hundreds. 

The  result?  The  focus  on  cleanup  has  been 
lost  as  private  and  public  parties  spend  years  in 
difficult  but  unavoidable  negDtiations  and 
litigation,  trying  to  work  out  agreements  that 
would  provide  funds  for  cleanup.  At  some  sites, 
more  money  has  been  spent  resolving  complex 
factual  issues  than  on  cleanup  itself.  This  does  a 
lot  for  lawyers  and  consultants,  but  very  little  for 
the  environment.  And  of  course,  these  costs  are 
eventually  passed  on  to  all  of  us  as  consumers  in 
higher  prices  for  goods  and  services.  Isn't  it  time 
to  stop  this  wasteful  process  and  get  on  with 
cleaning  up  our  environment? 

At  AIG,  we  think  so.  There  is  little  to  be 
gained  by  arguing  over  waste  disposal  that 
happened  long  ago.  America  needs  a  system  that 
will  promote  fast  and  effective  cleanup,  reduce 
unnecessary  legal  fees,  spread  the  cost  of  cleanup 
broadly,  and  encourage  responsible  waste 
management  practices  today 

A  PROPOSED  SOLUTION: 
THE  NATIONAL  ENVIRONMENTAL  TRUST  FUND. 

To  accomplish  this,  we  have  proposed 
creating  a  National  Environmental  Trust  Fund, 
similar  to  the  National  Highway  Trust  Fund.  Us 
resources  would  be  used  exclusively  for  cleaning 
up  old  hazardous  waste  sites.  Superfund  s  tough 


liability  provisions  would  still  apply  for  future 
pollution,  as  would  all  other  state  and  federal 
environmental  laws  designed  to  promote 
responsible  waste  management. 

One  way  this  fund  could  be  hnanced  would 
be  by  adding  a  separate  fee  to  commercial  and 
industrial  insurance  premiums  in  the  United 
States.  Even  a  modest  assessment,  say  2%  of 
premiums  and  an  equivalent  amount  for  self- 
insureds,  would  provide  about  $40  billion  over  the 
next  decade-  more  than  enough  to  clean  up  the 
1,200  highest-priority  sites.  Without  endless  time 
and  money  spent  on  legal  debates  about  liability 

A  national  advisory  board  consisting  of 
private  individuals,  indiistry  and  public  ofhcials 
could  be  charged  with  overseeing  the  program. 
We  also  suggest  giving  consideration  to 
establishing  local  technical  monitoring  committees 
in  each  community  These  groups  of  local  citizens, 
representatives  of  industry  and  others  wnuld  work 
with  the  Environmental  Protection  Agency  and 
their  own  state  on  the  particular  cleanup  siie- 
from  the  very  beginning  of  the  cleanup  effort. 

You  CAN  HELP 

We've  waited  long  enough  and  spent  enough 
money  in  the  courtrooms.  Now  it's  time  for 
action.  A  cleaner  America  should  be  all  Americans' 
shared  goal  and  shared  responsibilit)-. 

To  express  your  views,  or  if  )'ou  wnuld  like 
further  information  about  AlG's  pmpt^scd 
National  Environmental  Trust  Fund,  wriic  to 
Mr.  M.R.  Greenberg,  Chairman,  American 
International  Group,  Inc.,  70  Pine  Street,  New 
York,  NY  10270. 

World  leaders  in  insurance 
and  financial  services. 
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UP  &  COMERS 


Robert  Cohn  had  a  new  baby,  a  new  company, 
a  great  product— and  no  orders. 


Panic! 


By  Julie  Pitta 

Ten  years  ago  Robert  Cohn,  an 
M.B.A.  from  Stanford,  was  a  32-year- 
old  product  manager  with  a  Silicon 
Valley- based  maker  of  computerized 
instrumentation  equipment.  He  also 
had  a  problem.  "I  had  a  product  that 
worked  great  in  the  lab,"  Cohn  re- 
members. "But  it  blew  up  out  in  the 
field." 

To  fix  the  problem,  Cohn  called  in 
Peter  Olson,  cofounder  of  Systems 
Industries,  a  self-taught  engineer  who 
has  an  M.B.A.  fi-om  the  University  of 
Minnesota.  Olson  quickly  redesigned 
the  scale.  No  more  blowups. 

Impressed,  Cohn  suggested  that  he 
and  Olson  start  their  own  company. 
Thus  was  born  Octel  Communica- 
tions Corp.  The  Milpitas,  Calif.-based 
company  earned  $18  million  in  the 
fiscal  year  that  ended  in  June.  It  sold 
$160  million  worth  of  voicemail  sys- 
tems; its  nearest  competitor,  at&t, 
sold  about  $120  million  of  voicemail 
equipment  last  year.  But  that's  get- 
ting ahead  of  the  story.  Getting  Octel 
to  where  it  is  took  some  doing — and 
some  risk-taking. 

Cohn  and  Olson  seemed  an  unlike- 
ly pair.  Cohn,  a  former  McKinsey  & 
Co.  consultant,  is  intense  and  serious. 
Olson  is  a  free  spirit  who  once  submit- 
ted a  $1,500  receipt  for  cab  fare  (it 
covered  his  losses  at  the  gambling 
tables  during  a  Las  Vegas  trade  show) 
as  a  joke. 

But  their  skills  meshed  perfecdy. 
Leaving  as  little  as  possible  to  chance, 
they  drew  up  a  list  of  technological 
areas  in  which  to  work — the  list  in- 
cluded robotics,  microcomputers, 
medical  instruments  and  telecom- 
munications. After  methodically 
working  through  the  various  things 
that  could  go  right  and  wrong  in  the 
list  of  businesses,  they  settled  on 
voicemail.  "It  wasn't  the  usual  startup 
where  a  group  of  fi-iends  come  up 
with  an  idea  and  go  out  and  do  it," 
Olson  explains.  "Octel  was  a  calculat 


ed  startup." 

Why  voicemail?  "Big  companies 
like  IBM  made  these  large,  expensive 
[voicemail]  systems  that  no  one  want- 
ed to  buy,"  Cohn  recalls.  "The  small- 
er companies  were  not  professional  in 
the  way  they  dealt  with  customers." 

Once  the  partners  defined  the  op- 
portunity, Cohn,  the  marketing  man, 
set  the  guidelines.  Their  machine  had 
to  cost  about  $10,000  to  make  and  be 
able  to  sell  in  the  $50,000  range — the 


litde  company  would  need  fat  mar- 
gins to  survive.  The  product  also  had 
to  be  small,  taking  no  more  than  the 
space  of  a  large  closet.  Most  impor- 
tant, it  had  to  be  compatible  with 
existing  phone  systems,  meaning  that 
it  had  to  work  with  equipment  fi-om 
more  than  a  half-dozen  different 
equipment  manufacturers,  including 
Rolm  Corp.,  at&t  and  Northern 
Telecom. 

"I  didn't  know  if  it  could  be  done 
technically,"  Cohn  admits.  But  Olson 
assured  him  it  could. 

With  business  plan  in  hand,  Cohn 
approached  Bay  Partners,  a  Silicon 
Valley  venture  capital  firm,  in  Sep- 
tember 1982.  Bay  Partners  agreed  to 
put  up  $750,000  for  a  26%  share. 
Other  investors  put  in  a  bit  over  $1 
million.  Cohn  and  Olson  were  diluted 
down  to  a  50%  stake. 

The   dilution   didn't   bother   the 


Octel  Communications  Chairman  Rot)ert  Cotin 

"A  lot  of  entraprenours  worry  about  losing  control.  I  think  that's  nuts." 
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artners.  "I  was  thrilled  that  two  guys 
ith  no  track  record  and  an  idea  that 
as  unproven  could  get  almost  $2 
illion  on  the  basis  of  a  business 
Ian,"  says  Cohn. 

With  that  cash  in  hand,  Olson  and 
is  engineers  finally  gave  Cohn  what 
e  wanted:  The  Octel  system  was 
bout  the  size  of  a  two-drawer  file 
abinet  and,  as  Cohn  had  specified, 
ould  be  produced  for  about  SI 0,000 
land  sold  for  $55,000.  ibm's  compet- 
ing voicemail  system,  by  contrast, 
•Hied    a   small    room    and    sold    for 
S250,000. 

By  the  spring  of  1 984,  almost  a  year 
late  and  another  $4  million  in  venture 
capital  later,  Octel's  product  was 
ready  for  market.  But  the  market  was 
not  ready  for  it.  By  the  fall  of  that  year, 
only  a  dozen  had  been  sold.  Cohn  was 
beginning  to  panic.  "I  had  a  new 
baby,  and  the  company  was  going 


down  the  toilet  and  I  didn't  know 
why,"  he  says. 

He  hit  the  road  to  talk  to  prospec- 
tive customers  and  found  another 
hole  in  his  plans.  Neither  he  nor 
Olson  had  realized  that  corporate 
purchasing  departments  generally 
take  at  least  a  year  to  place  an  order  for 
a  new  system. 

The  partners  cut  costs  drastically 
and  trudged  back  to  the  venture  capi- 
tal well,  raising  another  S7  million. 
Cohn's  and  Olson's  stake  in  Octel 
continued  to  shrink. 

The  extra  capital  helped  them  get 
through  a  crucial  year.  Orders  for 
Octel's  system  began  to  roll  in  in 
1985,  just  as  the  voicemail  market  was 
taking  off.  The  decision  to  go  com- 
patible was  paying  dividends.  Octel's 
rivals  sold  only  equipment-specific 
systems.  AT&T's  Audix  voicemail  sys- 
tem, for  example,  worked  only  with 


Douglas  Chance,  Octel's  new  chief  executive 

Can  he  lead  the  company  beyond  its  entrepieneurial  roots? 


.^T&T  phone  equipment;  and  Rolm's 
worked  only  with  Rolm  pbxs.  But 
with  a  system  compatible  with  many 
different  phone  systems,  Octel  could 
sell  into  a  far  larger  market. 

The  company  got  a  fijrther  boost  in 
1987,  when  a  federal  court  ruling 
allowed  the  regional  Bell  operating 
companies  to  offer  ser\ices  like  voice- 
mail.  Prohibited  from  manufacturing 
the  equipment  themselves,  several  of 
the  Baby  Bells  turned  to  Octel.  The 
following  year  Octel  unseated  IBM/ 
Rolm  as  the  leader  in  the  fast-growing 
voicemail  market.  Octel's  current 
market  share,  according  to  Probe  Re- 
search, a  telecommunications  con- 
sulting firm:  20%  and  growing. 

In  Februar\'  of  1988  Alex.  Brown 
&  Sons  took  Octel  public,  selling  1 5% 
of  the  company  at  S7  a  share,  raising 
$12  million.  Recent  price  for  the  vola- 
tile, over-the-counter-traded  shares: 
19.  Alex.  Brown's  telecommunica- 
tions equipment  analyst  John  Rohal 
estimates  that  Octel  will  earn  SI  .30  a 
share  in  fiscal  1992. 

Last  year  Cohn  stepped  down  from 
Octel's  day-to-day  operations,  to 
spend  more  time  with  his  three  young 
children.  He  replaced  himself  as  chief 
executive  officer  with  Douglas 
Chance.  Chance,  49,  was  an  executive 
vice  president  and  24-year  veteran  of 
Hewlett-Packard  Co.  and  an  Octel 
board  member  since  HP  bought  10% 
of  Octel  in  1988.  Chance  led  the 
rollout  of  a  new  Octel  system  last 
spring  in  an  attempt  to  extend  the  role 
of  voicemail.  The  system,  known  as 
Powcrcall,  lets  users  access  personal 
computers  and  fax  machines  o\  cr  the 
phone  from  remote  locations. 

"Octel,"  says  enhance,  "is  just  like 
HP  when  I  joined  it."  That  may  be  a 
bit  of  an  exaggeration,  but  you  can't 
blame  Chance  for  feeling  high-spirit- 
ed. How  many  nine  year  old  startups 
can  show  the  kind  of  profitabilit)' 
Octel  can? 

What  with  all  the  dilution,  (^ohn 
currently  has  just  1 .6%  of  the  stock, 
worth  about  $6  million;  Olson  has 
2.1%,  which  is  worth  about  S8  mil- 
lion. Are  they  miffed  that  they  had  to 
give  away  so  much  of  the  company  to 
make  it  a  success?  "A  lot  of  cntrepre 
neurs  worn'  alx)ut  losing  control  and 
not  making  enough  money,"  answers 
Cohn  with  a  shrug.  "I  think  that's 
nuts."  ^ 
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FREE  TRADE  IS  COMING  DOWN  A  FAST  TRACK. 
HOW  WILL  BEING  A  PLAYER  IN  THE  WORLD'S  LARGEST  MARKETPLACE 

CHANGE  YOUR  BUSINESS? 


I     EDS  is  (I  trpstnril  hiulrnunh  of  I'IoIkhik  Diilii  S\sltnis  C.of-fxmitioti.    €^  l^^l  l''J)S 


The  treaty  with  Mexico  that  will  complete  the  world's  largest  free  trade 
zone  is  near.  Many  businesses  are  shifting  focus  to  address  the  expanded 
opportunities  and  intensified  competitive  pressure  that  free  access  to  364 
million  consumers  in  three  countries  will  create.  EDS  is  already  helping 
major  companies  gain  a  competitive  advantage  in  this  new  market  with 
innovative  applications  of  information  technolog).  In  telecommunications, 
data  exchange,  networking,  even  monetary  transactions,  we  make  crossing 
boundaries  of  businesses  and  borders  of  nations  easy  and  routine. 

SHOULD  YOU  MANAGE  LESS  AND  LEAD  MORE? 
Wherever  you  do  business,  we  can  help  manage  your  information  systems  a 
little  or  a  lot.  We  work  closely  with  your  people,  to  add  capabilities,  and  to 
provide  flexibilit)',  so  you  can  focus  on  your  core  business. 

IS  MANAGING  YOUR  INFORMATION  MANAGING  YOU? 
The  expansion  of  the  Free  Trade  Zone  will  mixltiply  your  need  for  informa- 
tion. EDS  can  help  evaluate  your  information  technology  to  insure  you  get 
a  steady  stream  of  answers,  not  just  a  flood  of  data. 

CAN  YOUR  SYSTEMS  REALLY  BE  INTEGRATED? 
We  are  known  for  making  hardware,  software,  communications,  process  and 
people  work  together  seamlessly — across  both  cultures  and  continents. 
You  won't  find  an  information  technology  services  company  with  a  longer 
or  better  record. 

ARE  YOUR  NEEDS  UNIQUE? 
EDS  has  a  history  of  developing  systems  and  software  for  a  business's  individual 
needs.  No  matter  where  you  do  business  or  what  business  you're  in, 
EDS  can  provide  you  with  expertise  and  experience  to  take  advantage  of 
opportunities  created  by  free  trade. 

CAN  EDS  PUT  INFORMATION  TECHNOLOGY  TO  WORK  FOR  YOU? 
Even  though  you  can't  control  change,  you  can  take  advantage  of  ii  with 
EDS.  To  learn  more,  write  EDS,  7171  Forest  Lane.   FB8,  Dallas,  TX 
75230.  Or  call  (214)  490-2000.  exi.  308. 


TAKE      ADVANYAGE      OF      CHANGE 


Thanks  to  the  government's  new  free-market 
policies,  especially  tax  relief,  and  to  debt  swaps, 
Argentina's  farm  exports  are  heading  up. 

Viva  las  pampas! 


By  Joel  Millman 

Picture  Argentina — grasslands 
stretching  to  the  horizons,  real-life 
gauchos,  steamy  tangos.  And  steak. 
Lean  and  cheap.  About  $6.50  a 
pound  for  the  best. 

Yet  such  were  the  imbalances  and 
distortions  caused  by  decades  of  stat- 
ist governments  that  little  of  Argen- 
tina's beef  was  exported,  leaving  gau- 
chos unemployed,  huge  stretches  of 
pampas  uncultivated. 

All  this  is  changing.  Argentina's 
agricultural  exports  once  made  it  one 
of  the  most  prosperous  nations  on 
earth  but  languished  after  populist 
dictator  Juan  Peron  brought  statism 
to  the  country  nearly  a  half-century 
ago.  Now  the  heavy  hand  of  the  state 
is  being  lifted,  and  Argentinean  agri- 
culture is  coming  out  of  its  long  sleep. 
The  government  of  President  Carlos 
Saul  Menem  is  in  the  process  of  elimi- 
nating the  tax  on  agricultural  exports, 
which  has  been  as  high  as  25%,  giving 
farmers  new  incentive  to  export  and 
to  invest  in  their  properties.  It  is  also 
eliminating  export  duties  levied  on 
processed  foods,  which  has  been  as 
high  as  15%. 

Agricultural  exports  are  starting  to 
rise.  Some  of  the  increase  has  come 
from  processed  foods,  like  soybean 
meal  and  vegetable  oils,  which  pro- 
duce more  revenues  and  more  domes- 
tic jobs  than  do  exports  on  unpro- 
cessed wheat  and  beef  Processed 
foods  now  account  for  more  than  half 
of  agricultural  exports. 

Processing  food  ret]uires  lots  of 
capital.  Some  of  the  capital  to  expand 
production  has  come  from  debt-for- 
equity  swaps,  which  were  first  encour 
aged  by  the  previous  government 
when  Argentinean  debt  was  cheap 
(see  p.  44).  Foreigners  buy  Argentin 
can  dollar  debt  at  a  discount  and 
convert  it  into  australes  at  a  rate  closer 
to  face  value.  They  then  use  the  aus 
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For  processing  beef 
Built  by  Campbell  Soup  in  Rosario, 
Argentina,  with  the  help  of  a 
debt-foi^quity  swap,  the  plant  is 
state-oMhe-art,  the  first  in  20  years 


trales  to  invest  in  local  businesses. 

In  1989  Camden,  N.J.'s  Campbell 
Soup  Co.  was  one  of  the  first  multina- 
tionals to  avail  itself  of  the  opportuni- 
ty'. Through  its  wholh'  owned  local 
subsidiary,  Swift-Armour  Argentina, 
it  arranged  a  $60  million  debt-for- 
equit)'  swap  to  build  a  new  meatpack- 
ing plant  in  Rosario,  the  "Chicago  of 
Argentina,"  in  the  heart  of  gaucho 
countr)'. 

C>ampbell  purchased  $60  million 
worth  of  Argentinean  foreign  debt 
paper  at  the  world  market  price  of  just 
17%  of  par.  Argentina's  C'entral  Rank 
offered  to  redeem  that  paper  at  a  rate 
of  nearly  30  cents  on  the  dollar,  pro 
\ided  that  C\unpbell  used  the  cash  to 
build  the  Rosario  tacilit>-.  The  debt- 
for  equity  swap  saved  Campbell  SS 
million  and  gave  Argentina  its  first 
state-of  the-art  beef  prtKcssing  plant 
in  20  vears. 


est, 


"We're  the  U.S.'  largest  user  ofl^^.^ 
cooked  beef  from  .\rgentina,"  sax's* 
Robert  Subin,  president  of  Camp- 
bell's Latin  America  and  Asia  divisioni, 
"The    way   we're    structured    there 
now,  I  don't  think  anyone  can  beat 
our  competitive  advantage." 

The  U.S.  isn't  the  only  market.  The 
prosperous  Pacific  Rim  "tigers"  are 
becoming  big  importers  of  fcxxl  from 
South  America.  C\unpbell  Soup  is  also 
marketing  directly  to  Argentinean 
consumers.  Irs  S^ft -Armour  subsul 


m 


iar\  is  expected  to  do  $40  million  in  ,  „ 


Argentina  this  year. 

Campbell  Soup  is  not  alone.  Louis 
nre\  tlis,  the  big  comnK>dities  trader, 
engineered  a  Sv^O  million  debt-for- 
equity  s\\  ap  it)  build  a  soybean -crush- 
ing facility  near  Rosario.  National  Sea 
Products, a  Nma Scmia  based  fishing 
company,  arranged  a  SIO  million 
swap  with  a  UkmI  partner  to  finance 
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3uchos  at  work  on  the  pampas 
rgentina's  new  free-market  policies 
•lin  more  employment  for  the  men  who 
ok  after  the  cattle  on  the  country's 
ist,  rich  grasslands. 


le  construction  of  four  new  trawlers. 

itibank,  holding  more  than  $1  bil- 
on  worth  of  Argentinean  paper  in  its 
wn  loan  portfolio,  unloaded  S55 
lillion  worth  to  buy  the  bankrupt 
anta  Elena,  a  meatpacker  outside 
'arana.  Other  U.S.  outfits  investing 
1  Argentinean  food  processing  in- 
lude  ConAgra,  which  is  building  a 
oybean-crushing  facilit}'  in  partner- 
hip  with  the  Argentinean  petro- 
hemicals  and  construction  conglom- 
rate,  Perez  Compac.  Continental 
jtain  is  also  broadening  its  activities 
rom  simple  commodities  trading  and 
rocessing  to  off-season  production 
1  a  joint  venture  with  a  local  compa- 
ly  to  export  fresh  citrus  fruits. 

Forestn,'  is  another  area  where  Ar- 
!;entina's  low  cost  potential  ought  to 
nterest  foreign  investors,  ('iticorp 
Capital  Investors,  an  investment  arm 
)f  the  bank,  formed  a  consortium 


with  local  investors  to  purchase  La 
Celulosa,  the  country's  biggest  pulp 
and  paper  producer,  from  Argentina's 
state-owned  National  Development 
Bank.  Under  the  new  private  owner- 
ship, management  nms  the  company 
free  from  government  interference. 
"It  was  trading  trash  for  trash,"  says 
La  Celulosa's  finance  chief,  Enrique 
Dietl,  of  the  debt-for-equit>'  deal. 
"We  traded  a  5150  million  lou  for  a 
$450  million  lOU,  but  we  got  a  chance 
to  run  the  company." 

As  in  the  best  buyout  deals  of  the 
1980s,  Citibank  cut  the  payroll  by  a 
third,  brought  in  new  management 
and  engineered  an  impressive  turn- 
around. From  5120  million  in  reve- 
nues, and  losses  of  some  S35  million 
in  1990,  Celulosa  has  increased  .sales 
by  25%  (to  SI 50  million)  this  year, 
paid  off  the  remaining  debt  and  is  at 
break-even  on  the  balance  sheet.  Now 
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Celulosa  is  one  of  the  resurgent  Bue- 
nos Aires  Bolsa's  hottest  stocks — its 
share  price  has  risen  fi-om  SI  .80  to  S5 
in  less  than  12  months.  Citibank's 
original  bet  has  paid  ofi"  handsomely. 

Not  surprisingly.  Citibank  is  look- 
ing to  use  a  second  debt  to-equit>' 
swap  to  buy  another  bankrupt  pulp 
producer,  CxMulosa  Puerto  Piray,  po- 
tentially an  even  bigger  winner  than 
the  first  deal. 

Thus  ends  on  a  happy  note  the 
long,  long  nightmare  of  state  social- 
ism, wherein  a  populist  government 
burdened  the  productive  sector  to 
provide  goodies  for  the  bureaucrac\' 
and  the  less  affluent.  In  the  end, 
everybody  lost.  First  the  productive 
people  lost,  ultimately  the  less  afflu- 
ent and  c\en  the  bureaucrats.  A  soci- 
ety more  prct)ccupied  with  sharing 
the  pie  than  in  baking  it  ends  by 
ruining  the  p^e.  ^ 
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It  claims  to  be  the  world's  richest 
corporation.  Ah,  our  old  friend 
Branch  Vinedresser  again. 


King 
of  the 


seven  seas: 


s 


By  William  P.  Barrett 
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The  Securities  &  Exchange  Commis 
sion  doesn't  get  many  documents  lik( 
this.  An  o-t-c  company  called  Cur' 
rentsea  filed  an  8-Kin  July  claiming  tc 
own  10%  of  the  world's  oceans 
What's  that  worth?  Well,  according  tc 
the  filing,  "in  excess  of  a  trillion' 
dollars. 

Stay  with  us  on  this  one.  Currentse. 
says  its  10%  stake  came  from  some 
thing  called   Oceanus,  an  environ 
mental    group   claiming   to    be    tht 
"government  of  the  global  ocean.' 
Oceanus  asserts  ownership  over  the  ^' 
other  90%  of  the  open  seas,  plus  95%  P 
of  Currentsea.  There's  more.  Oce- 
anus plans  to  levy  a  $1  fee  on  each 
barrel  of  offshore  oil,  with  Currentsea 
getting  28%  if  it  does  the  collecting. 
That's  on  the  come,  of  course.  The 
company's  unaudited  June  30  bal 
ance  sheet  lists  5386  in  cash  and  "no'f '- 
material  operations." 

Yet  there  are  investors  out  there 
who  apparendy  will  believe  just  about' 
anything.  Three  pink-sheet  market-^ 
makers — Olsen  Payne,  Wilson- Davis, 
both  of  Salt  Lake  Cit)',  and  Paragon- 
Capital,  New  York — handle  the  stock 
on  the  OTC  Bulletin  Board  and  sa\ 
trades  occur  regularly.  They  now 
quote  Currcntsea's  3.02  billion  shares 
at  V\6  bid.  This  values  the  company  at 
a  staggering  $566  million. 

When  the  SHC  gets  around  to  look- ' 
ing  into  this  deal,  here's  what  the' 
agency   will    find:   The   behind-the- 
scenes  inrtucnce  at  Currentsea  is  none 
other  than  Branch  \'incdresser,  the' 
architect  of  the   mysterious   Do-' 
minion  of  Melchizedck  (FoRRHS, 
Jan.  7),  that  self-prcKlaimcd  coun- 
try' whose  banks,  accounting  firms 
and  officials  bless  billions  of  dollars 
in  worthless  securities.  From  his 
base  in  Incline  \'illagc,  Nev.,  Vine- 
dresser tries  to  create  the  appear 
ance  of  real  markets  through  a  myriad 
of  ctirj^orations   and   fax    machines 
around  the  world. 

The  creator  of  Oceanus,  however, 
is  someone  else:  Edward  R.  Welles 
III,  50,  an  environmental  zealot  tVom 
Manset  Seawall,  Me.,  near  Bar  Har- 
bor. He  started  Oceanus  in  1970  to 
prtnect  the  iKcans — lumping  to  \\um.\ 
the  entity  by  a  tax  on  otVshore  drilling 
and  mining.  LtKals  consider  Welles 
sincere  but  a  tad  datR  .  He  calls  him 
self  'Wdmiral"  and  says  he  was 
Getirge  Washington  in  a  previous  lite. 
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'ni!nji\^elles  and  his  undercapitalized  vision 

fmpcd  along  for  two  decades  with  an 
ccasional  profile  in  the  press.  Then 
iingJbne    night    in    January   Vinedresser 
lean  f-'illed  to  offer  a  brighter  financial 
gi  hiture. 

That  future  involved  a  dormant 
Nevada-chartered      shell      company 
Jpublicly  traded  since   1987,  first  as 
omc  Covington  Capital  Corp.  and  then  as 
rSouthern  Land  &  Exploration.  Via 
some  German  investors  and  a  ques- 
"itionable    Florida    broker,    Southern 
r  tin  (Land's  previous  Dallas-based  man- 
9511  agement  sold  the  company  this  spring 
to   what    became    the    Vinedresser- 
Welles  group.  Price:  the  assumption 
of  $33,000  in  liabilities  and  no  cash. 
The  company  renamed  itself  Current- 
sea,  relocated  to  Maine,  and  prompdy 
issued  3  billion  new  shares.  Two  Vine- 
dresser-controlled organizations  got 
50  million  of  them. 

Welles  is  listed  as  Currentsea's  pres- 
ident, secretary'  and  treasurer  but  says 
he  relies  on  Vinedresser  for  advice. 
Vinedresser  helped  draft  SEC  filings 
and  got  his  Austin,  Tex.  lawyer,  Ken- 
neth Kirk — who  was  also  appointed 
Melchizedek's  "U.N.  ambassa- 
dor"— to  write  a  legal  opinion  en- 
dorsing Oceanus'  sovereignty'.  That's 
jtj  on  file  at  the  sec,  too.  Vinedresser  also 
showed*  Welles  how  to  churn  out 
electronic  press  releases  and  place  ads 
touting  Currcntsea  in  Barron's. 

At  Vinedresser's  suggestion,  Oce- 
anus recently  printed  $575  million 
worth  of  its  own  "currency"  and, 
through  Vinedresser's  dubious  Banco 
de  Asia,  managed  to  get  it  listed  on 
Reuters'  Money  Service  electronic 
database,  under  the  symbol  bynv. 
Welles  says  Vinedresser  financed  the 
printing  and  got  $5  million  of  the 
colorftil  new  bills,  which  feature 
drawings  of  birds  and  fish.  Welles 
signed  the  sec;  filings,  which  do  not 
mention  Vinedresser.  Key  tip-off  to 
his  involvement:  One  of  Currentsea's 
new  directors  is  Vinedresser  sidekick 
Richard  Thomas.  Thomas  is  bizarrely 
described  in  one  filing  as  having 
"boating  experience." 

What  kind  of  due  diligence  did 
Welles  conduct  on  Vinedresser  before 
becoming  associated  with  his  project? 
"I  consulted  the  spirits,"  Welles  says. 
Would  any  investor  in  his  right  mind 
get  sucked  in  on  this  one.>  If  experi- 
ence be  guide,  yes.  Unfortunately.  ^M 

Forbes  ■  October  28,  1991 


Jerry  Sanders  broke  mighty  Intel's  monopoly  in 
microprocessors.  But  that's  a  battle  won, 
not  the  war,  for  his  Advanced  Micro  Devices. 

Live  by 
the  clone, 
die  by 
the  clone 


By  Julie  Pitta 

"IT'S  GOING  to  be  a  fortune  maker," 
says  W.  Jeremiah  (Jerry)  Sanders  III, 
55,  the  chairman  of  Advanced  Micro 
Devices,  with  characteristic  bravado. 
Sanders  hopes  to  reverse  AMD's  sag- 
ging fortunes  with  his  knockofi^^  of 
Intel's  80386,  probably  the  most  lu- 
crative chip  in  the  history  of  the  semi- 
conductor industry',  and  the  subject 
of  four  years  of  legal  tussling  between 
Intel  and  Advanced  Micro. 

Sanders  won  one  battle:  A  federal 
court  decision  last  March  invalidated 
Intel's  trademark  on  the  386,  allow- 
ing Sanders  to  call  his  clone  the 
AM386.  But  a  tangle  of  litigation 
remains  to  be  sorted  out.  More  im- 
portant, the  22 -year-old  Advanced 
Micro  Devices  has  to  contend  with 
copycats  itself:  If  AMD  can  clone,  so 
can  its  competitors.  In  short,  it  is  a 
little  early  for  Jerry  Sanders  to  be 
counting  his  fortune. 

Aclvanced  Micro  shipped  samples 
of  its  first  386  clone  almost  a  year  ago, 
four  months  before  the  court  victor\'. 
To  date,  AMD  has  sold  just  over  $100 
million  worth  of  the  chip.  That  is  only 
about  10%  of  AMD's  revenue,  but  it 
may  account  for  more  than  half  of  the 
company's  profits.  After  posting  a 
$54  million  loss  on  Sl.l  billion  in 
sales  for  1990,  Sanders'  firm  is  again 
profitable.  The  slock  price  has  re- 
bounded to  a  recent  9  a  share,  from  a 


low  of  just  under  4  a  litde  less  than  a 
year  ago. 

"My  strategy  is  the  transformation 
of  AMD,"  Sanders  says.  "The  386 
plays  a  vital  role  in  that.  It's  the 
centerpiece  around  which  we  build." 

Therein  lies  the  problem:  Although 
the  386  has  revived  AMD  for  now,  the 
company  has  become  overly  depen- 
dent on  a  single,  vulnerable  product. 
Even  with  386  sales  growing,  sales 
and  earnings  for  the  quarter  ended 
Sept.  30  dropped,  burdened  by  the 
rest  of  AMD's  marginally  profitable 
product  line.  Meanwhile,  AMD's  war 
with  Intel  continues  in  the  courts,  at 
great  expense  to  AMD:  $40  million,  or 
3%  of  total  sales,  over  the  last  18 
months  for  legal  fees. 

Does  AMD  have  the  right  to  publish 
Intel's  microcode,  the  software  that 
allows  the  microprocessor  to  distin 
guish  a  word  processing  program 
from  a  spreadsheet?  This  crucial  issue 
is  yet  to  be  decided  by  the  courts. 

Intel  has  shipped  14  million  386 
processors  since  1985,  according  to 
market  research  firm  Dataquest.  It 
shows  no  signs  of  resting  on  its  lau 
rels,  threatening  its  archrival  far  be- 
yond the  courtroom.  Today  an  Intel 
386  running  at  ?>?>  megahertz  sells  for 
about  $200,  a  23%  reduction  from  its 
price  18  months  ago.  A  slightly  faster 
AM 386  sells  for  SI 90.  AMD  touts  its 
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"Centerpiece 
around  which 
we  build" 
AMD's  ebullient 
chief,  Jerry 
Sanders,  holding 
Intel's  386  chip 
(left)  and  AMD's 
clone  (right). 


386  as  low-power,  saying  it's  ideal  for 
the  battery-run  portable  computers — 
one  of  the  few  bright  spots  in  the 
slumping  personal  computer  market. 
Intel  has  fired  back  with  a  low-power 
version  of  its  own. 

Two  years  ago  computer  makers 
were  screaming  about  Intel's  inability 
to  supply  enough  386s.  They  aren't 
complaining  now.  "We  were  feeling  a 
real  pinch  earlier  this  year,"  says 
Theodore  Waitt,  chief  executive  of 
Gateway  2000,  a  North  Sioux  City, 
S.D.  assembler  of  low-priced  com- 
puters. "The  shortage  seemed  to  clear 
up  dramatically  once  AMD  began  ship- 
ping." While  Waitt  may  be  thrilled 
that  AMD  is  giving  Intel  a  hard  time,  so 
far  he  hasn't  thrown  any  business 
AMD's  way. 

AMD  lists  42  customers  that  have 
purchased  its  AM386,  but  only  2  of 
them,  Asr  Research  and  Tandy  Corp. 
subsidiar)'  Grid  Systems,  are  top 
brands.  Missing  arc  companies  like 
(Compaq  Computer,  Zenith  and  To 
shiba,  the  leading  manutacturers  of 
portable  computers.  "It  takes  a  lot 
more  to  manage  t\vo  sources  than 
one,"  says  Fhigh  Harnes,  product  de- 
velopment vice  president  for  Com 


paq.  "Intel's  been  ver)'  aggressive  on 
price.  We'd  need  a  compelling  reason 
to  look  for  a  second  supplier."  AST 
and  Grid  use  the  AM386  in  a  single 
model  each,  refuting  AMD's  charge 
that  Intel  has  threatened  to  cut  oftany 
customer  that  buys  a  386  from  .\md. 

Now  Sanders  has  to  contend  with 
other  knockoffs.  Chips  &  Technol- 
ogies recendy  introduced  its  own  386 
clone,  priced  at  $180  for  a  40-mega- 
hertz  version.  Another  copycat  is 
probably  about  to  pounce:  Cyrix,  a 
Dallas-area  startup;  others  are  expect- 
ed to  follow.  Both  Chips  &  Technol- 
ogies and  Cyrix  work  b\'  coming  up 
with  chip  designs  and  contracting  out 
the  manufacturing  to  fabrication 
houses,  mostly  in  the  Far  East.  Un- 
burdened by  AMD's  overhead,  they 
will  wage  a  savage  price  war.  "I'd  like 
it  if  the  newcomers  didn't  muddy  the 
waters,"  says  Sanders.  "You  can't 
compete  with  a  fire  sale.  All  you  can 
do  is  hold  on." 

Sanders'  response:  Important  cus- 
tomers   will    eschew    the    "Johnny 
come  latelies"  in  tavor  of  "quality" 
suppliers  like  Intel  or  AMD.  I  sell  genu 
ine  copies;  those  guys  sell  fake  copies. 
It's  a  difficult  selling  point.  Outfits 


that  sell  low-cost  res  will  likely  gravi- 
tate to  the  component  seller  with  the 
best  price. 

Here's  something  else  for  Sanders 
to  worr\'  about.  .\ST  is  selling  an  awful 
lot  of  computers  based  on  Intel's 
next-generation  microprocessor,  the 
486.  In  the  last  quarter  .AST  shipped 
11,000  of  the  486  PCs,  behind  the 
77,000  total  for  386- based  machines 
but  gaining  rapidly.  Sanders  doesn't 
have  a  486  clone  available.  It  could 
take  him  years  and  hundreds  of  mil- 
lions of  dollars  to  get  one. 

"The  386  will  be  the  dominant 
processor  for  the  balance  of  this  de- 
cade," Sanders  maintains.  But  graphi- 
cal software,  like  Microsoft's  popular 
Wind(n\s  and  all  the  packages  being 
w  ritten  to  nm  w  ith  it,  has  an  insatiable 
appetite  for  computing  power.  .\st's 
cofounder  and  chief  operating  officer, 
fom  Yuen,  expects  486  i\  s  to  surpass 
386  re  s  in  two  years,  a  phenomenon 
that  will  be  hastened  as  Intel  ofters 
better  prices  on  the  new  priKcssor,  as 
it  gears  up  to  deliver  yet  ant>ther,  its 
superfast  586. 

Sanders  is  the  lx"si  salesman  in  the 
chip  business.  That  may  not  be 
enough.  ^ 
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(Ring,  Ring)  Wliat  time  is  it  tiiere? 
OK,  I'm  in  Denver,  tliat's  Mountain    , 
time,  so  it's  after  five.  I  wonder  if 
Jan's  in.  (Ring,  Ring)  I  wonder  if 
Wriglit  called.  Oh-my-gosh  and^ 
^Richard  Terry.  (Ring,  Ring)  C'mon,    . 
c'mon.  I  wonder  if  marketing 


^got  to  the  West  proposal.  I  need 

P  ^ 

[Ito  know  if  the  Brown  thing  s, 

a  go  because  then  the  Callen^ 

thing's    a    no-go.    And    if    that   j 

^  changes  then  my  trip  to  Richmond  j 

.changes,  (Ring,  Ring)  I  wonder  j 

why  janitors  can't  piclc  up  phones. 


ORUSI 


Getting  messages  when  you're 
on  the  road  shouldn't  be  a  has- 
sle. That's  why  SkyTel"^  has  more 
ways  to  keep  you  in  the  know. 


I 


HOW  DO  YOU  KNOW 

YOUR  SECRETARY 
HAS  AN  IMPORTAMT 
MESSAGE  FOR  YOU? 


I 


Our  2.5-ounce  SkyPager'  is  easy 
to  carry  and  even  easier  to  use. 
Your  clients,  customers  and 
cohorts  just  dial  1  800  SKY- 
PAGE  and  enter  your  personal 
code  number.  Then  in  seconds,  a 
silent  signal  or  a  discreet  tone 
lets  you  know  you  have 
a  message. 


Your  SkyPager  displays  a  phone 
number  and  even  numeric 
codes  that  you've  devised  (like 
"911"  for  emergencies). 

Better  yet.  since  you  choose 
the  people  who  have  your  code 
number,  you  can  avoid  unwant 
ed  calls  from  your  out-of-workf^' 
brother-in-law. 
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HOW  DO  YOU  KNOW 

V\/HICH  OF  YOUR  27 

URGENT  MESSAGES  IS 

REALLY  URGENT? 


Sky  Talk'  is  a  service  that  provides 
voice  mail  in  addition  to  the 
instant  notification  you  get 
from  SkyPager  or  SkyWord*. 

By  dialing  1  800  SKY  TAL 
and  your  personal  code,  callers 
reach  your  voice  mail  box.  After 
they  leave  a  message,  you're 
alerted  to  the  call.  Immediately. 
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HOW  DO  YOU 
KNOW  WHAT  PART 

OF  THE  REPORT 
NEEDS  REVISION  12? 


SkyWord  is  our  latest  communi- 
cations breakthrough.  It  works 
just  like  SkyPager,  but  it  also 
gives  you  the 
additional 
benefit  of 
receiving  a 
Complete 
written  mes 
sage  along  with 
the  telephone 
number  of 
the  person  who  needs  you. 

Its  80-character  electronic 
display  means  SkyWord  will  give 
you  a  message  like:  REVISED 
NUMBERS  ON  MARSHALL  PLAN 
WILL  BE  READY  BY  6  TONIGHT. 
YOU'RE  SET.  DAVID. 

When  you're  out  of  town, 
it's  a  great  way  to  get  all  the 
details  on  what's  going  on  back 
at  the  office. 
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HOW  DO  YOU  KNOW 

ABOUT  BREAKING  LOCAL 

NEWS  V\/HEN  YOU'RE 

OUT  OF  THE  COUNTHY? 


When  you  travel  with  SkyTel, 
important  messages  ~£an  reach 
you  just  about  wherever  you  go. 
In  thousands  of  cities  and  towns 
across  the  U.S.  and  Canada.  And 
in  Mexico,  soon. 

No  wonder  more  business 
travelers,  from  corporate  execu- 
tives to  high-flying  entrepre- 
neurs, are  going  places  with 
SkyTel.  SkyTel,  the  leader  in 
messaging  services. 
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NOT 
KNOV\/ING 


ASV\/ELL> 

With  SkyTel  by  your  side  on  the  road,  you'll  know  what  you  need 
to  know  as  soon  as  you  need  to  know  it.  Without  it,  there's  no 
knowing  what  you're  missing.  For  more  information,  give  us  a 
call  at  1-800-456  B333,  ext.  4219. 


1991  SkyTel. 


The  world  knows  Giorgio  Armani  as  the  man  who  pioneered 
the  natural  look  in  clothes.  He's  also  one  of  the  sharpest 
businessmen  you  are  ever  likely  to  meet. 

Dare  e  togliere 

(give  and  take  away) 


55 
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I  Minutes  before  a  formal  dinner  was  to  begin  in  Giorgio 
^  Armani's  cool,  spare  Milan  apartment,  there  was  the 
celebrated  designer  placing  flowers  on  the  table,  one  by 
one,  to  achieve  the  perfect  haphazard  look.  The  arrange- 
ment was  meant  to  appear  unplanned,  but  the  execution 
was  meticulous — just  like  the  tablecloth,  napkins  and 
quilted  seat  coverings  Armani  also  designed.  All  these 
details — down  to  the  last  flower  petal — are  slavishly  imi- 
tated by  his  employees  when  they  entertain  in  other  cities. 

This  is  the  way  Giorgio  .\rmani  runs  his  life,  designs  his 
clothes  and  manages  his  hugely  profitable  business — 
flower  by  painstaking  flower. 

In  public,  the  57-year-old  billionaire  designer/busi- 
essman  comes  off' as  cool.  But  that's  a  cover.  He  is  really  a 
tightly  wound  man,  a  demanding  micromanager  who  can 
explode  if  he  finds  a  single  thread  out  of  place.  There  is  no 
aspect  of  his  $306  million  (1990  revenues)  privately  held 
Giorgio  Armani  SpA  that  he  overlooks.  It's  all  his,  after  all; 
he  owns  100%  of  it. 

At  Saks  Fifth  Avenue  in  New  York,  an  Armani  represen- 
tative trolls  the  in-store  boutique  weekly — changing  lay- 
outs and  making  sure  the  merchandise  is  displayed  exactly 
the  way  Armani  wants.  Most  designers  don't  do  that.  And 
when  Saks'  Houston  Giorgio  Armani  Boutique  fell  short 
of  Armani's  minimum  sales  requirement  last  year — 
$750,000 — Armani  decided  simply  to  shut  it  down,  even 
though  he  will  lose  sales  and  profits  in  doing  so.  "They  insist 
on  being  successful,"  says  Larr\'  Wilsman,  a  Saks  buNcr. 

You  can  attribute  this  insistence  on  100%  success  to  pure 
ego,  but  in  Armani's  case  it  seems  to  be  go(xl  business. 

"My  faults  and  my  virtues  are  the  same,  whether  as  a 
designer  or  as  a  businessman,"  says  Armani.  "Nothing  is 
ever  enough.  I  must  check  everything.  It  causes  me  prob- 
lems— people  think  I  don't  trust  anyone.  But  I  must  know 
what's  going  on." 

There's  a  lot  to  know  and  keep  track  of  I^st  year  people 
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do  Armani 


spent  about  SI  .6  billion  for  Armani- 
brand  clothing,  accessories,  eyeglasses 
and  perfume — $654  million  at  whole- 
sale. The  Armani  company  had  reve- 
nues of  $306  million:  $130  million 
from  royalties  and  service  fees  from 
licensees;  $160  million  from  wholly 
or  partly  owned  retail  shops;  $16 
million  from  manufacturing  opera- 
tions. It  was  an  immensely  profitable 
business,  netting  after  taxes  $54.2 
million,  an  impressive  net  margin  of 

18  cents  on  the  revenue  dollar. 
Margins  at  Armani's  retail  shops  are 

staggering.  People  are  willing  to  pay 
for  the  Armani  look  and  the  Armani 
label,  and  Armani  makes  them  pay. 
"In  high-end  specialty  stores,  you're 
doing  very  well  indeed  if  you  walk 
away  with  50%;  67%  is  the  moon," 
says  William  Flatley,  director  of  retail 
strategy  at  consultant  Kurt  Salmon 
Associates.  Clearly,  Armani  owns  the 
moon.  Giorgio  Armani  Boutiques, 
which  sell  the  designer's  most  expen- 
sive clothing,  claim  margins  of  55%  in 
Europe,  60%  to  67%  in  the  U.S.  Ar- 
mani owns  14  out  of  35  of  them 
direcdy  or  in  joint  venture.  Emporio 
Armani  stores,  of  which  Armani  owns 

19  out  of  110,  show  50%  margins  in 
Europe,  55%  here. 

Armani's  company  carries  no  debt 
and  has  $72  miUion  cash  on  hand. 
Valued  at  a  conservative  price/earn- 
ings multiple  of  14,  the  business  alone 
is  probably  worth  about  $750  mil- 
lion. Add  in  his  financial  stake  in  the 
manufacturing  operations  of  his  li- 
censees, and  he's  either  a  billionaire  or 
so  close  to  one  that  the  difference 
doesn't  matter. 

At  a  time  when  the  fashion  business 
is  no  longer  feeling  its  hautes,  Armani 


still  rides  high.  Many  high -fashion 
brands  of  the  1980s  are  sagging  in  the 
1990s.  By  one  estimate,  sales  of  quali- 
ty ready-to-wear  brands  are  down 
some  25%  in  the  past  three  years. 

Armani.^  No  sag  there.  In  Septem- 
ber Saks  Fifi:h  Avenue  sold  $400,000 
worth  of  Armani's  Borgonuovo 
women's  wear — his  most  expensive 
line.  That's  up  from  $300,000  in 
September  1990.  Ifthe  well-to-do  are 
economizing  these  days,  they  don't 
seem  to  be  cutting  back  on  Armani's 
$6,000  evening  dresses  or  his  cash- 
mere men's  blazers  at  $1,300.  "He's 
built  a  cult  following,"  says  Alan  Du- 
main,  senior  vice  president  and  gener- 
al merchandise  manager  at  Saks. 

Like  most  highly  successful  busi- 
nesses, Armani's  owes  much  to  a 
shrewd  and  successful  gamble.  In  the 
late  1970s  Armani  made  a  bold  move. 
Discarding  fashion  conventions,  he 
stripped  the  padding  from  the  tradi- 
tional men's  suit  jacket  and  changed 
the  way  men  wear  clothes.  Armani's 
looser-fitting  jackets  and  slouchy 
pants  softened  the  starchy  business 
suit.  So  long,  striped  ties  and  knife - 
edged  creases.  Hello,  Miami  Vice. 
"Armani  contrived  a  new  vitality  for 
the  suit,"  says  Richard  Martin,  a  cura- 
tor of  last  year's  Armani  menswear 
retrospective  exhibition  at  the  Fash- 
ion Institute  of  Technology'.  "It's  a 
new  uniform." 

Lots  of  others  now  make  similar 
uniforms,  but  the  purists  still  insist  on 
the  original. 

Michael  Levine,  30,  a  Toronto  set 
and  costume  designer,  dropped  $899 
for  a  black  Mani  suit,  Armani's  least 
expensive  line.  "I  thought  it  was  a 
ridiculous  amount  of  monev,  but  I 


Armani  at  work 

in  his  private 

theater 

An  obsessive 

attention 

to  every 

detail. 


love  it.  It's  beautifiilly  cut,  the  materi- 
al is  fabulous.  I  wear  it  in  situations 
where  I  would  ne\  er  have  worn  a  suit 
before,"  he  says. 

Again,  when  i\rmani  applied  his 
menswear  scnsibilit)"  to  women's 
clothes,  he  confronted  a  design  tradi- 
tion rooted  in  vanir^'  and  offered  in- 
stead self-assurance  and  comfort.  Savs 


Designs  from  Armani's 
fall  men's  collection 
Defying  convention  in  the  late 
1970s,  Armani  stripped  the 
padding  from  the  traditional 
men's  suit  jacket  and  changed 
the  way  men  wear  clothes.  His 
loose^fitting  jackets  and 
slouchy  pants  softened  the 
starchy  business  suit.  So  long, 
striped  ties  and  knife-edged 
creases.  Hello,  Miami  Vice. 
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Armani:  "I  don't  like  women  who 
say,  Tm  beautitlii,  look  at  me.'  " 

Consider  what  Armani  did  to  pock- 
ets on  women's  slacks.  They  used  to 
be  shallow  and  tight  so  as  not  to 
destroy  the  sleek  silhouette.  Armani 
designed  manly  pockets  women 
could  sink  their  mitts  into. 

Dawn  Mello,  creative  director  and 


executive  vice  president  of  Gucci,  is  a 
passionate  Armani  pocket  thruster. 
She  says:  "There  are  no  gimmicks — 
his  clothes  have  breeding." 

The  breeding  is  scarcely  the  prod- 
uct of  a  long  tradition.  Fifteen  years 
ago  Armani  was  a  freelance  designer. 
In  1975  Sergio  Galeotti,  a  business- 
man and  longtime  friend,  convinced 


.\rmani  to  go  into  partnership  \%ith 
him.  The  ston'  goes  that  the  two  sold 
their  used  Volkswagen  for  startup 
money  and  took  an  office  in  Milan's 
Corso  Venezia — still  preserxed  as  a 
sort  of  shrine. 

Armani's  look  proved  just  right  for 
the  time.  The  loose  Armani  look  gen- 
erated an  impressive  SI  million  in 
sales  their  first  year. 

The  business  grew  steadily  from 
there.  Galeotti,  a  canny  Tuscan,  took 
care  of  the  business  end  while  Armani 
cut  the  clothes.  But  Armani  was  no 
impractical  artist.  He  was  not  content 
to  design  and  leave  the  business  to 
others.  "Sergio  protected  me  ft-om 
lawyers  and  accountants,  but  even 
then  I  knew  I  would  have  to  learn  the 
business,"  recalls  Armani.  "I'm  not 
selling  an  idea  of  creativity',  I'm  selling 
clothes,  and  for  that  you  have  to  be 
out  in  the  market." 

A  good  thing  for  him.  In  1985 
Galeotti  died  of  cancer,  bequeathing 
Armani  his  50%  share  in  the  company. 
Armani  was  shattered  emotionally  but 
sublimated  his  grief  in  action.  The 
year  Galeotti  died,  Armani  began 
broadening  Emporio  Armani  fi-om 
what  was  basically  a  jeans  outlet  to  a 
fiill  line  of  sportswear  that  has  grown 
fi-om  $75  million  to  S209  million 
today.  "After  Galeotti,  most  people 
said,  there  goes  the  ball  game,"  says 
Dawn  Mello.  "Giorgio  was  a  surprise 
as  a  businessman.  He's  taken  the  com- 
pany a  lot  fiirther  than  anybody 
thought  possible." 

Armani  no  longer  has  his  old  friend 
to  buffer  him  from  the  accountants 
and  the  lawyers;  he  deals  with  them 
himself,  aided  by  a  small  coterie  of 
close  aides.  There  is  commercial  di- 
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rector  Giuseppe  Brusone  and  finan- 
cial director  Giuseppe  Volonterio. 
Giorgio's  sister  Rosanna  heads  the  in- 
house  advertising  company.  Gabriella 
Forte  serves  as  an  all-purpose  adviser 
who  seems  to  be  the  only  one  who  can 
regularly  say  no  to  the  sometimes 
overbearing  Armani  and  get  away 
with  it. 

Meetings  resemble  an  Italian  family 
argument  more  than  a  sedate  board  of" 
directors  meeting.  Debates  are  often 
conducted  in  a  high -volume  barrage 
of  passionate  exchanges,  complete 
with  arm-waving.  "You  should  see  us 
when  we  really  fight,"  says  Forte.  But 
there  is  a  samurai  code  of  loyalty. 
"People  on  the  outside  think  we're 
like  Moonies,"  says  Forte. 

One  thing  they  are  most  definitely 
not  is  playboys  and  play  girls.  Most 
days  you  can  find  Giorgio  Armani  at 
21  Via  Borgonuovo,  which  houses  his 
office,  his  stylist  operations  and  the 
theater  where  he  stages  his  fashion 
shows.  He  practically  lives  in  the  of- 
fice, since  the  apartment  he  shares 
with  five  cats  is  in  the  same  building. 

"He  hates  to  travel,  he  has  few 
interests  and  he  works  like  a  dog," 
says  a  former  employee.  Armani  says 
his  passion  for  work  is  not  inborn  but 
forced  upon  him  by  the  circumstances 
of  his  success.  "I  am  not  permitted  to 
live  a  different  kind  of  life,"  he  sighed 
during  a  recent  lunch  in  his  apart- 
ment. "Right  now,  the  company 
needs  me  to  do  this.  Later  on,  maybe 
it  will  be  different." 

After  lunch  Armani  hurriedly 
ducked  through  a  mirrored  panel  to 
head  down  to  his  theater,  where  he 
was  preparing  for  a  showing  of  his 
spring/summer  Borgonuovo  wom- 


en's collection  on  Oct.  10.  For  his 
shows,  Armani  doesn't  just  drape  his 
models  and  propel  them  down  the 
runway.  He  orchestrates  and  fine- 
tunes  the  lighting,  the  music,  the 
choreography,  the  decor.  Every  as- 
pect of  the  presentation  bears  his  per- 
sonal stamp. 

Unlike  many  "designers,"  Armani 
puts  his  personal  touch  on  much  of 
what  bears  his  name.  A  typical  Gior- 


gio Armani  women's  line  includes 
about  2,200  pieces,  and  Armani  has  a 
hand  in  designing  all  of  them.  Not  to 
mention  overseeing  the  operation  of 
the  Emporio  Armani  oudets  and  .\r- 
mani  Boutiques,  where  even  the 
clothes  hangers  are  specially  crafted 
according  to  two  different  Armani 
blueprints. 

When  he  isn't  fijssing  over  details, 
Armani  is  planning  expansion.  The 


From  Armani's  fall 
collection  for  women 
When  Armani  applied  liis 
menswear  sensibiiity  to 
women's  ciotlies,  lie 
offered  sel^assurance  and 
comfort.  "I  don't  lil(e  women 
who  say,  'I'm  beautiful,  looit 
at  me,'  "  says  Armani.  Gushes 
Gucci's  Dawn  Mello,  an 
Armani  fan:  "There  are 
no  gimmiclts— his  clothes 
have  breeding." 
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New  A/X  jeans  and 
casual  clothes 
Accessible 
Armani — but  not 
too  accessible. 


company  will  launch  A/X,  which 
stands  for  Armani  Exchange,  a  new 
chain  for  blue  jeans  and  casual  clothes 
priced  at  around  $100.  This  moves 
the  label  considerably  downscale  into 
the  mass  market.  But  not  too  mass. 
The  jeans  will  run  around  $55  to  $95, 
T  shirts  from  $28  to  $75,  and  infor- 
mal sweaters  from  $90  to  $125.  It's 
hard  to  imagine  anyone  paying  $75 
for  a  T  shirt,  but  Armani  is  counting 


on  the  glamour  of  his  name.  The  first 
A/X  store  is  due  to  open  in  New 
York's  Soho  neighborhood  in  De- 
cember. "Dare  e  togliere,"  says  Ar- 
mani, who  speaks  no  English,  in  de- 
scribing his  move  downscale.  That 
means  to  give  and  to  take  away.  "I  will 
give  them  jeans  but  at  very  few  out- 
lets," he  explains.  "It's  important  to 
maintain  Armani  as  an  elite  brand." 
Translation:  Armani  wants  a  small 
piece  of  the  lower-priced  clothing 
market  but  only  as  much  of  it  as  will 
give  him  the  profit  margins  he  is 
accustomed  to. 

"Dare  e  togliere"  characterizes 
much  of  Armani's  ruthlessly  con- 
trolled distribution.  When  Giorgio 
Armani  finally  opened  Armani  Bou- 
tiques in  West  Germany  last  August, 
he  took  the  Emporio  Armani  line 
from  150  clients  and  the  Giorgio 
Armani  line  from  1 0  clients  who  had 
distributed  it  before — to  give  his  line 
more  cachet  and  keep  his  clothes 
more  exclusive. 

Similarly,  all  his  licensing  contracts 
include  a  maximum  limit  in  dollars 
and  units  on  how  much  the  licensees 
can  sell.  "That's  unique,"  says  Guc- 
ci's Dawn  Mello,  who  is  now  tr)dng  to 
clean  up  after  Gucci's  own  promiscu- 
ous overdistribution  during  the 
1980s  (Forbes,  Oct.  15,  1990). 

Armani  keeps  his  licensees  on  a 
tight  leash.  Luxottica  Group  SpA 
got  the  license  to  make  Giorgio  Ar- 
mani Occhiali — eyeglasses — in  1987, 
and  the  brand's  sales  rose  from  $24 
million  in  1988  to  an  estimated  $64 
million  this  year.  Luxottica  went 
public  in  1990,  but  not  before  giv- 
ing Giorgio  Armani  an  extra  cut.  In 
return  for  letting  the  new  public 


company  keep  the  license,  he  insist- 
ed on  2%  of  the  stock.  The  stock 
went  from  1 9  to  46V4  in  a  little  over  a 
year  and  a  half. 

Licensees  are  required  to  fijnnel  5% 
of  sales  to  fijnd  Armani's  advertising 
and  public  relations — through  Ar- 
mani's in-house  advertising  and  pub- 
lic relations  agency.  Armani,  of 
course,  takes  the  commission  for  han- 
dling the  $28  million  its  licensees 
spend  annually  on  marketing.  WTiat 
for  most  companies  is  an  expense  is 
income  for  Armani. 

Armani  grooms  his  own  image  just 
as  carefiilly.  On  a  table  in  his  apart- 
ment lies  a  snapshot  of  Armani  loung- 
ing with  actress  Michelle  Pfeiffer  and 
friends.  The  photo  is  casually  conspic- 
uous. Says  Forte:  "I  cannot  distin- 
guish any  longer  what  is  Armani  and 
what  is  the  Armani  mystique." 

Giorgio  Armani  SpA  has  been  inte- 
grating backward  into  manufacturing 
as  well  as  forward  into  retailing.  Two 
years  ago  it  bought  100%  of  An  tinea, 
gross  sales  $25  million,  which  makes 
Emporio  Armani  women's  clothes, 
and  51%  of  Intai,  $16  million  gross 
sales,  which  makes  Armani  ties.  This 
year  Armani  will  take  over  manufac- 
turing for  Emporio's  men's  clothes. 

So  Giorgio  Armani  is  not  yet  ready 
to  put  his  feet  up  on  his  eggshell 
ottoman.  He's  already  thinking  about 
how  to  enter  the  home  design  busi- 
ness, but  only  if  he  can  translate  his 
fashion  hallmarks  of  comfort  and 
fiinctionality  to  the  field. 

"When  I  go  to  bed,  I  sometimes 
say,  'This  is  ridiculous,'  "  Armani 
confesses.  "But  then  when  I  wake  up 
I  say,  'Where  are  we  going  next.''  " 
Where,  indeed?  HI 
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The  Soviet  Union  is  not  as  broke  as  it  pretends.  Stolen 
by  the  Communist  Party,  substantial  assets  exist  both 
abroad  and  at  home.  Where?  Ask  Oleg  Shenin. 

Man  in  the 
shadows 


By  Vladimir  Kvint  and  Natalia  Darialova 


Thk  Soviet  Union  announced  late 
last  month  that  it  has  only  $3  billion  in 
gold  reserves.  Westerners  were 
stunned.  What  happened  to  all  those 
tens  of  billions  of  dollars'  worth  of 
gold  the  c:iA  and  other  analysts  had 
assumed  existed  in  Soviet  vaults? 

i'he  standard  answer  is  that  the 
Soviets  spent  it,  especially  after  their 
oil  revenues  dropped.  We  think  the 
standard  answer  is  incorrect.  Not  all 
the  Soviet  gold  was  spent.  A  lot  of  it 
remains,  but  in  private  names  and  in 
private  bank  accounts. 

I  (V.K.)  worked  in  the  Soviet  gold 


I  LEFT:  Party  Secre- 
I  tary  Oleg  Shenin 
Though  not  one 
of  the  gang  of 
eight,  he  is 
behind  bars  in 
Moscow. 


and  silver  industry'  for  many  years. 
Knowing  how  the  metals  are  pro- 
duced and  where  they  go,  I  estimate 
that  at  least  60  tons  of  gold,  8  tons  of 
Norilsk  platinum  and  not  less  than 
1 50  tons  of  silver  were  hidden  abroad 
at  the  order  of  the  C'ommunist  Part)'. 
We're  not  talking  about  peanuts. 

This  is  without  counting  diamonds 
of  more  than  10  carats,  which  the 
U.S.S.R.  has  been  mining  but  hasn't 
been  selling  in  the  world  markets  for 
over  4S  years.  In  theon-  they  were 
lield  at  the  "Third  Department"  of 
the  U.S.S.R.'s  Ministr\'  of  Finance, 


RIGHT:  Silver  ingots 
stored  for  the  state 
fund  of  the 
U.S.S.R. 

Central  Commit- 
tee functionaries 
could  and  did 
help  themselves  to 
the  treasure. 


known  under  the  name  "GokJiran" 
(State  Guard).  In  practice  the  Com- 
munist Parr\  and  the  Central  Com- 
mittee functionaries  could  and  did 
help  themselves  to  these  diamonds. 

By  our  estimates,  berwecn  SI 5  bil- 
lion and  S50  billion  of  Communist 
Party  money  sits,  like  the  lost  trea 
sures  at  the  bottom  of  the  txcan,  in 
the  safes  of  Western  banks. 

So  the  So\  iei  I'nion  is  lun  as  broke 
as  it  pretends.  As  with  a  U>t  of  Latin 
American  countries,  what  shi>uld  be 
its  resen  es  instead  sit  in  pri\  ate  hands 
in  foreign  banks. 
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Further,  we  think  this  buried  capi- 
tal was  a  factor  in  the  unsuccessful 
coup  against  Gorbachev  on  Aug.  19. 
According  to  the  official  account,  the 
leader  of  the  coup  was  Vice  President 
Gennady  Yanayev.  But  in  spite  of  his 
cunning,  he  is  a  rather  shallow  man, 
overly  fond  of  vodka.  He  couldn't 
conspire  his  way  out  of  a  paper  bag. 

Then  who  was  the  real  ringleader.^ 
His  name  is  Oleg  Shcnin,  54,  a  mem- 
ber of  the  Politburo.  Shenin's  name 
has  not  yet  been  publicly  linked  to  the 
coup,  but  he  was  arrested  in  Moscow 
soon  after  the  coup  failed  and  is  now 


behind  bars. 

I  have  known  both  Yanayev  and 
Shenin  for  20  years.  Unlike  Yanayev, 
Shenin  is  razor-sharp  and  persistent  in 
reaching  his  goals.  As  secretary  of  the 
Central  Committee,  he  controlled  at 
least  $  1 5  billion  worth  of  secret  Com- 
munist Party  deposits  in  Western, 
mainly  Swiss,  banks. 

Always  a  man  in  the  shadows, 
Shenin  was  in  charge  of  the  country's 
two  most  powerful  institutions:  the 
KGB  and  the  army.  He  is  a  man  who 
believed  that  arrows  from  the  dark  hit 
better.   So  he   preferred  anonymiu' 


even  though  both  the  former  KGB 
chairman,  Vladimir  Kr\'uchkov,  and 
the  former  defense  minister,  Dmitri 
Yazov,  reported  to  him. 

?>qually  important,  Shenin  con- 
trolled the  Communist  Party's  mon- 
ey. He  was  to  the  Communist  Party 
what  Martin  Bormann  was  to  Hitler's 
National  Socialists. 

One  other  man  had  a  hand  on  the 
purse  strings.  He  was  a  party  fijnction- 
ary  named  Nickolai  Kruchina.  Since 
1983  Kruchina  ran  the  Upravlenie 
delami — the  Business  Management 
Headquarters.  That  organization  con- 
trolled billions  of  dollars'  worth  of  the 
party's  money,  mosdy  in  publishing 
houses,  real  estate  and  cash. 

Where  is  Kruchina  now?  In  a  better 
world.  Four  days  after  the  coup  and 
after  the  frantic  flights  between  Mos- 
cow and  the  Crimea,  Kruchina  made 
his  last  flight — out  of  the  fifth -floor 
window  of  his  apartment.  Did  he 
jump?  Or  was  he  shoved?  It's  not 
clear.  What  is  clear  is  that  he  knew  too 
much  for  his  own  good.  So  now  only 
the  jailed  Shenin — and  perhaps  Gor- 
bachev— knows  where  the  money  is. 

It  boils  down  to  this:  The  Commu- 
nist Party's  head  is  dead,  but  its  body 
still  lives.  It  is  one  of  the  world's 
biggest  financial  corporations.  A  bur- 
glar and  exploiter,  for  74  years  the 
party  has  ignored  any  distinction  be- 
tween its  own  and  the  state's  pockets. 

In  1991  the  Law  on  Propcrn.'  was 
adopted  in  the  U.S.S.R.,  ending  the 
state's  monopoly  on  property.  That 
should  help  Boris  Yeltsin  and  others 
who  have  been  demanding  that  the 
party  hand  over  its  assets  to  the  repub- 
lics. Seeing  this  coming,  since  1989 
the  big- time  part>'  players  have  been 
illegally  transferring  money  abroad. 

Of  course,  not  all  of  the  gold  stolen 
by  the  party  is  abroad.  Much  of  it  is  at 
home.  Like  any  gangster,  the  Com- 
munist gangsters  now  face  the  prob- 
lem of  laundering  their  illegal  domes- 
tic wealth. 

One  of  my  clients,  a  very  large 
American  multinational  corporation, 
recently  had  a  taste  of  this.  It  was 
approached  by  a  Soviet  man  who 
claimed  he  was  a  president  of  a  large 
new  concern.  He  had  a  reference  let- 
ter from  Gorbachev's  closest  part)' 
friend.  I  soon  discovered  that  the 
alleged  Soviet  company  was  not  regis- 
tered as  a  company  and  didn't  have 
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vici  gold 


the  right  to  participate  in  foreign  eco- 
nomic activity.  However,  the  letter 
from  Gorbachev's  friend  meant  the 
party  was  involved.  Party  members 
were  trying  to  launder  assets  by  creat- 
ing a  joint  venture  with  a  legitimate 
foreign  company.  A  similar  unregis- 
tered concern,  blessed  by  the  Soviet 
state  bank,  tried  to  sell  a  U.S.  compa- 
ny several  billion  rubles  for  dollars  at  a 
price  lower  than  the  official  rate. 

Some  of  this  laundering  has  already 
been  exposed.  When  Germany  was 
uniting,  the  German  communist  par- 
ty started  moving  its  valuable  new 
currency  outside  the  country.  (West 
German  marks  and  East  German 
marks  were  made  equal.)  This  money 
was  invested  in  businesses,  often 
through  joint  ventures.  One  of  them 
was  revealed  in  a  Russian  newspaper. 
Putnic,  an  office-construction  firm, 
was  a  joint  venture  between  the  Sovi- 
ets and  a  Cyprus  holding  company. 
Where  did  the  Cyprus  partner's  capi- 
tal come  from."  Answer:  from  those 
East  German  party  hacks  bearing 
valuable  deutsche  marks. 

One  Japanese  pharmaceutical  com- 
pany won  enormous  privileges  in  the 
U.S.S.R.  I  learned  why:  The  company 
helps  finance  the  Japanese  Commu- 
nist Party. 

All  this  activity  was  directed  by 
Oleg  Shenin. 

Hefore  the  coup  one  of  the 
U.S.S.R.  government's  newspapers 
published  memoirs  of  a  So\iet  sp\ 
family.  As  part  of  its  cover,  the  family 
owned  companies  in  the  L'.S.  and  in 
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Western  Europe.  Where  did  the  initial 
capital  for  the  companies  come  from? 
From  the  kgb.  I  am  sure  that  this  is 
just  one  piece  of  a  huge  financial 
iceberg  the  kgb  had  built  in  the  West 
under  the  wise  leadership  of  the  Com- 
munist Party,  and  of  the  part>''s  KGB 
overseer,  Oleg  Shenin. 

Foreigners  doing  business  in  the 
former  U.S.S.R.  should  be  careftil 
about  prospective  partners,  who  may 
be  fronts  for  old  party  interests  or  who 
actually  may  have  stolen  money  right- 
fiilly  belonging  to  the  Soviet  state  or 
one  of  the  former  republics.  Komso- 
mol, the  party's  youth  branch,  is  now 
officially  dissolved,  but  before  it  went, 
a  lot  of  its  assets  leaked  out.  For 
instance,  it  invested  250  million  m- 
bles  in  a  new  bank,  Finist.  Now  Kom- 
somol is  abolished.  Who  will  be  get- 
ting the  interest  on  the  investment.' 
Interesting  question. 

The  new  governments,  especially 
Yeltsin's  in  Russia,  are  going  after  this 
stolen — or  misplaced — money.   Last 
year  the  Communist  Part\'  tried  to 
transfer  one  of  its  central  Moscow 
buildings  to  a  Soviet-Swiss  joint  ven- 
ture called  Link.  Its  principals  on  the 
Soviet  side  included  pet)ple  ctMinect 
ed  with  the  party.  Then  the  democrat 
ic  Moscow  C'ity  Council  threatened 
such  joint  ventures  with  criminal  in 
\estigation,  and  the  planned  piopert\' 
transfer  probably  nc\er  materiali/ed. 

lUit  the  main  problem  is  finding 
out  where  the  treasure  abroad  is  hid 
kk'u.     The    Moscow    Associatit>n    of 
Businessmen  has  aniu)unccd  rewards 


LEFT:  Mikhail  uurodcnev 

ABOVE:  Boris  Yeltsin 

Gorbachev  may  know  where  some  of 

the  party's  booty  is;  YeKsin 

wants  to  know. 


for  information  about  the  where 
abouts  of  the  pany's  assets.  Russia' 
chief  prosecutor  has  started  an  investi 
gation.  Some  big  scandals  are  yet  r 
make  headlines. 

Where  it  has  been  identified,  p. 
propert)'  inside  the  countn-  is  bein; 
transferred  to  local  authorities.  Loca 
governments  ha\e  alread\'  taken  con 
trol  of  more  than  4,000  pany  publish 
ing  and  printing  houses,  40  of  therr 
being  among  the  world's  biggest 
Many  of  them  will  soon  be  used  tc 
form  joint  ventures  with  major  for 
eign  publishing  conglomerates. 

Boris  Yeltsin  and  the  Russian  par 
liament  ha\e  asked  the  Swiss  go\ern 
ment  to  freeze  the  pany's  money  ir 
Swiss  banks.  Standing  on  principle 
the  Swiss  authorities  have  asked  foi 
more  information.  Perhaps  they  warn 
proof  of  the  party's  criminal  activin,' 
The  Swiss  go\crnment  hasn't  yei 
asked  its  banks  to  fi-ccze  any  fijnds 
but  Swiss  bankers  are  keeping  an  eye 
out  for  large  transfers. 

Other  foreign  governments  havt 
received  similar  requests  from  the 
Yeltsin  goxernment. 

Ihe  \\ovU\  now  knows Cx)mmunist 
rule  in  Russia  was  corrupt  and  it> 
socialism  utterly  unworkable.  But  the 
wtMld  doesn't  yet  know  how  uiterK 
corrupt  and  n>ttcn  it  was.  ■ 

Vladimir  Kvint  is  Distinguished  Lecturer  at 
Fordliam  University  and  Babson  College 
Natalia  Danalova  is  a  writer  whose  book.  No 
Man's  Land,  was  a  bestseller  in  the  Soviet 
Union. 
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SHARP 
THINKING  ^ 


ORGANIZATIONAL 

POWER: 
PURE  AND  SIMPLE. 


The  Wizard"  OZ-8000  has  all  the  power 
you  need  to  stay  on  time,  on  track  and 
in  control.  Eleven  built-in  functions 
and  a  raised  typewriter  keyboard 
make  it  easy  to  store,  retrieve  and  sort 


phone  numbers,  important 
dates,  your  schedule,  memos 
and  more.  You  don't  need  to 
enter  DOS  commands. 
Just  touch  any  function  key 
and  the  Wizard  displays  the 
information  you  want. 

EASY  TO  EXPAND. 

Insert  any  optional 
Wizard  software  card  for 
easy  access  to  more  power. 
The  Wizard's  patented 
touch-screen  turns 
each  card  into  a  custo-     *"" 
mized  keypad.  Choose  from 
reference,  business,  entertain- 
ment, telecommunications  and 
memory  expansion  cards  that  are  as 
easy  to  use  as  the  Wizard  itself. 

EASY  TO  EXCHANGE  DATA. 

With  the  optional  Organizer-Link  and 


cable,  you  can  load  files  from  your  PC 
into  your  Wizard,  or  download  work 
done  on  your  Wizard  to  your  PC. 

EASY  TO  COMMUNICATE. 

An  Organizer  Fax/Modem  gives  you 
the  power  to  send  a  fax  directly  from 
your  Wizard.  Or,  connect  with 
on-line  services  to  send  and 
receive  data  over  direct  phone 
lines  and  even  from  a  cellular 
phone.  To  learn  how  easy  it 
is  to  organize  your  business 
and  personal  life,  call 
1-800-321-8877.  In  Canada, 
call  1-416-890-2100.  And  ask  for  the 
dealer  nearest  you. 


FRO/W  SHARP  MINDS 
CO/WE  SHARP  PRODUCTS" 
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THE  SUN  NEVER  SETS 
ON  OUR  NETWORK. 


Wherever  you  are  based,  and  wherever  your  business  takes  you,  MPS  Banking  Group  is  always 
close  at  hand.  Our  worldwide  network  of  branches  and  representative  offices  includes  New  York, 
London,  Frankfurt,  Singapore,  Brussels,  the  Cayman  Islands,  Paris,  Copenhagen,  Berlin,  Budapest, 
Madrid,  Beijing,  Tokyo,  Moscow,  Cairo,  Sao  Paulo,  the  Channel  Islands  and  Sydney.  The  MPS 
Banking  Group  has  grown  out  of  the  common  aim  ofei^t  banks  to  provide  made-to-measure  sendees 
by  integrating  traditional  banking  with  a  full  range  of  financial,  insurance  and  merchant  banking 
products.  The  MPS  Banking  Group,  900  branches  in  Italy  serving  businesses  throughout  the  world. 


MPS 


BANKING  GROUP 


MONTE  DEI  PASCHl  Dl  SIENA-  BANCA  TOSCANA-  CREDITO  COMMERCl ALE •  CREDITO  LOMBARDO 
BANCO  VALDOSTANO-  ICLE-  ITALIAN  INTERNATIONAL  BANK-  MONTE  PASCHl  BANQUE 


I 


A.     ^ 


C' 


'''M. 


■■**  -■    J 


■ft         ^a»  <  4 

^•^'  * 

^BS^^^^^T^'                                                             4.  j>i 

^^ 

4  ^V 


4 


1t\ 


«/.i\/ 


I  ;*»^ 


CDS 

sale 
tsh 

Ir 


un 


!UCi 


k 


^/» 


f<>.>. 


In  1889,  when  Eiffel's  engineering  masterpiece  towered  above  Paris, 
Allendale  had  been  a  top  property  insurer  for  54  years. 


WhenGustave  Eiffel  began  construction  on  his  thousand-foot 
ower  for  the  1889  Paris  Exposition,  many  thought  it  was 
mpossible.  But,  in  spite  of  formidable  engineering  challenges, 
he  Eiffel  Tower  was  completed  in  just  2  years.  And  when  the 
irst  visitors  gazed  up  at  his  triumph,  Allendale's  engineers  had 
)cen  pioneering  loss  control  technology  for  54  years. 

Today,  Allendale  is  an  international  company  bringing 


engineering  expertise  to  clients  around  the  world.  After  a 
century  and  a  half,  we're  still  shaping  the  history  of  loss  control 
with  engineering,  training,  research,  responsiveness  and  fairness 
in  the  way  we  do  business.  Allendale  Insurance,  P.O.  Box  7500, 
Johnston.  Rhode  Island  02919 
AlleiMlala  Insurance/ Factory  Mutual  Systam 

World  leaden  in  properly  risk  mortagemeni  sirtce  1835. 


If  the  American  fashion  industry  lacks  the  prestige  of  the  Europeans', 
the  Americans  have  nobody  to  blame  but  themselves. 

Avenue  Montaigne  it  isn't 


By  Zina  Sawaya 

New  York's  Seventh  Avenue.  Except 
for  the  tall  structures,  there's  a  Third 
World  look  about  the  place.  Dingy 
buildings,  filthy  streets,  shabby  men 
ramming  clothes  carts  on  crowded 
sidewalks,  double-parked  beat-up 
vans  everywhere. 

Yet  this  is  big,  big  business.  Wom- 
en's apparel  generated  $58  billion  in 
sales  in  the  U.S.  last  year.  The  high- 
fashion  stuff,  costing  $1,000  and 
up — way  up — at  retail,  represented 
only  4%  of  this  but  sets  the  trend  for 
the  rest.  Designs  done  here  influence 
the  rest  of  Seventh  Avenue  and  other 
garment  districts  like  those  in  Lx)S 
Angeles,  San  Francisco  and  Miami. 

Clearly  this  fashion  capital  of  the 
U.S.  is  no  elegant  Avenue  Montaigne 
such  as  Paris  boasts,  nor  is  it  Milan's 
chic  Via  Montenapoleone.  Yet  this  is 
where  almost  all  the  big  names  of 
•American  fashion  are  headquartered: 
Calvin  Klein,  Donna  Karan,  Oscar  de 
la  Renta,  Bill  Blass,  to  name  a  few. 

The  contrast  between  the  elegant 
ambiance  of  the  European  fashion 


industry  and  the  shoddy  atmosphere 
of  Seventh  Avenue  reflects  the  fact 
that  American  high  fashion  hasn't 
realized  its  potential.  This  shows  in 
other  ways,  too.  Paris  is  the  fashion 
capital  of  the  world,  not  only  because 
of  its  couturiers,  but  also  because  the 
clothing  business  is  taken  seriously.  A 
central  organization,  the  Federation 
Fran^aise  de  la  Couture,  acts  as  a 
povverfiil  lobby.  The  courtyard  of  the 
Louvre  itself,  that  near  sacred  symbol 
of  French  art  and  culture,  is  the  scene 
in  October  and  March  of  shows  of 
French  ready-to-wear.  There,  under 
white  tents,  media-attention-grab- 
bers like  Sylvester  Stallone,  Madonna 
and  George  Michael  add  glitter. 

The  shows  in  Paris  attract  non- 
French  designers,  too,  among  them 
Japan's  Issey  Miyake  and  Italy's 
Gianni  Versace.  Two  thousand  jour- 
nalists from  around  the  world  de- 
scend on  the  French  capital — about 
five  times  as  many  as  cover  the  Man- 
hattan showings. 

The  French  shows  will  get  even 


better.  Starting  in  1993  the  French 
federation  will  get  permanent,  air- 
conditioned  space  inside  the 
Louvre — permission  was  obtained 
fi-om  the  French  government. 

And  the  American  industry?  New 
York's  ready-to-wear  fashion  shows 
are  scheduled  in  November  and  April, 
but  scattered  all  over  town.  Out-of- 
town  buyers,  journalists  and  models 
scamper  frantically  from  show  to 
show,  which  are  mounted  in  the  de- 
signer's showroom,  in  hotels  or  in 
rented  spaces  around  New  York. 

"You  just  become  consumed  with 
the  trek  to  the  next  show,  so  the 
clothes  kind  of  take  a  second  place," 
says  Becky  Homan,  the  fashion  editor 
for  the  St.  Louis  Post-Dispatch. 

Why  haven't  U.S.  designers  pulled 
together?  "They  are  the  opec  of  the 
apparel  industn,',"  says  retail  consul- 
tant Alan  Millstein.  "They'll  never 
agree  because  they  are  intrinsically 
jealous  and  envious  of  one  another." 
Designer  Oscar  de  la  Renta  agrees: 
"Within  our  industry  you  are  dealing 


New  York's  Seventh  Avenue  and  Paris'  Avenue  Montaigne 
Will  the  American  fashion  industry  pull  together 
and  put  on  a  better  face? 
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We're  not  implying  that  any- 
thing has  changed  regarding 
this  workstation.  It  is  still 
UNIX®-based.  Its  software 
specs  remain  accessible  to  all. 
And  you  can  continue  to  run 
a  multitude  of  UNIX  applica- 
tions on  it. 

We're  simply  saying  this 
isn't  enough  to  claim  openness 
anymore. 

Open  should,  in  tact,  ex- 
tend beyond  a  family  of  work- 
stations to  multi-vendor  envi- 
ronments, numerous  operating 
systems  and  all  of  your  applica- 
tions. It  should  signify  freedom 
ol  choice.  And  it  should  pro- 
claim the  power  to  protect  your 
applications  from  Impending 
changes  in  technology. 

Now  with  Network 
Application  Support  (NAS). 


comprehensive  open  environ- 
ment based  on  industr)'^  stan- 
dards, this  ultimate  definition 
of  open  is,  in  fact,  achievable. 
For  with  NAS,  the  virtues  of 
openness  apply  to  the  systems 
and  environments  you  see  rep- 
resented on  the  right. 

With  NAS  you  can  run 
your  applications  across  a  wide 
range  of  operating  systems. 
You  can  get  applications  on 
ililferenl    platforms    to    inter- 


operate.  Better  yet,  you  can 
it  in  a  way  that  accommodat 
the  desktop   interfaces    \i>u' 
users  already  understand. 

It  meansyou're  free  to  us< 
whatever  solution  is  right  for-] 
particular  application,  no  m. 
ter  what  company  makes  it 

And  since  NAS  i  r.i\ 
only  compliant  with  today'; 
standards,  but  will  adopt  nefl 
ones  as  they  emerge,  \<Mii 
options  for  the  future  are  wi 
open.  Leaving  vou  free  to 
and  integrate  products 
us,  IBM*^,  Hewlett-PackarJ 
Compaq^,  Apple",  plus^  aiij 
vendor  who  complies  with  tn» 
ACE  initiative. 

And   even   some    '  li 
don't.    Such   as   th  i  \. 


station  pic- 
tured above. 
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Fashion 


ABOVE:  Michael 
Kors'  fall  show 
LEFT:  Fashion 
critic  Suzy  Menkes 
at  the  scene  of 
disaster  at  Kors' 
showroom 
Falling  piaster 
forced  tlie  fastiion 
industry  to  tliink 
about  centralizing 
shows  in  a  good 
location.  But  so 
far,  only  nine 
designers  are 
showing  together 
in  November. 


Celebrities  Paloma 
Picasso  and 
Catherine  Deneuve 
Adding  glitz  and 
glamour  to  the  Par 
is  fashion  scene. 


with  a  lot  of  egos." 

These  flagrant  egos  were  momen- 
tarily shaken  out  of  their  self-absorp- 
tion in  April,  when  plaster  came  crash 
ing  down  on  the  elegant  head  of  Suzy 
Menkes,   the    International   Herald 
Tribune^  fashion  critic,  at  young  de 
signer  Michael   Kors'  fall  ready-to 
wear  show.  Kors'  showroom  was  a  few 


floors  below  his  oflices,  on  a  seedy 
street  around  the  corner  from  a  top- 
less bar. 

Embarrassed,  the  C\)uncil  of  Hash- 
ion  Designers  of  America  worked  out  a 
deal  w  ith  the  Hotel  Macklowe,  situat- 
ed near  the  tashion  district,  tt)  hold 
shows  there  in  November  on  a  trial 
basis.  Buyers  and  journalists  will  get 


discounts  on  rooms,  and  fax  machines 
will  be  provided.  But  so  far  onlv  9 
designers,  including  Kors,  have  signed 
up — short  of  the  goal  of  at  least  12. 

For  years  U.S.  designers  relied  on 
their  home  market,  the  world's  big- 
gest, as  a  sufficient  oudet  for  their 
products.  Now  the  slump  in  retail 
coupled  with  department  store  bank- 
ruptcies are  forcing  them  to  broaden 
their  horizons.  "I  think  there's  a  ma- 
jor problem  of  a  diminishing  business 
in  America.  It  will  absolutely  necessi- 
tate our  facing  up  to  the  fact  that  we 
must  be  worldwide  contenders  in  this 
fashion  game,"  says  Bill  Blass. 

But  only  Ralph  Lauren  has  moved 
abroad  in  a  decisive  way.  Lauren 
opened  the  first  of  a  network  of 
worldwide  boutiques  in  London  in 
198L  The  pseudo- aristocratic  image 
that  Lauren  so  skillfully  cultivates  for 
his  product  has  caught  imaginations 
in  Europe.  His  stores  in  Paris  and 
London  sell  more  on  a  per-square- 
foot  basis  than  does  his  store  in  New- 
York.  Lauren  keeps  prices  competi- 
tive by  executing  his  designs  either  on 
the  spot  in  Europe  or  in  the  Far  East. 
Other  U.S.  designers  who  sell  in  Eu- 
rope, however  minimally,  are  not 
competitive.  Because  of  added  costs 
such  as  shipping  and  import  duties, 
their  clothes  retail  at  20%  to  30% 
higher  than  in  the  U.S. 

Donna  Karan,  who  made  her  repu- 
tation with  stretch  bodysuits,  current- 
ly sells  in  some  stores  in  London,  such 
as  Har\'ey  Nichols.  But  to  improve 
her  price  competitiveness,  Karan  is 
looking  for  a  European  garment  firm 
to  make  her  stuft".  Bill  Blass  hopes  to 
contract  with  a  European  manufac- 
turer next  year  and  open  boutiques  in 
Germany.  Kors  recendy  closed  a  deal 
with  manufacturers  in  Italy.  Better 
late  than  never. 

Oscar  de  la  Renta  this  March  was 
the  first  L^.S.  designer  to  show  at  the 
Paris  ready -to  wear  shows.  The  Do 
minican-born  designer  said  he  was  ted 
up  with  the  haphazard  w  ay  the  show  s 
were  presented  in  New  York.  Says  he: 
'Tfour  industr\'  would  get  organized, 
then  all  the  big  buyers,  all  the  Ger- 
man, Swiss,  Italian  and  Japanese  buy- 
ers, will  ci>me  to  New  York  to  buy. 
Then  I  wouldn't  have  to  go  through 
these  pains  to  go  to  Europe." 

E\en  in  fashion,  American  business 
people  are  late  in  thinking  globallv.Bi 


130 


Forbes  ■  CXtobcr  28,  1991 


ADVERTISEMENT 


T     H      E 


Open 


C  jO  R  R  a  R  A  T  ION 


YankeeGroi^, 


•v.<^t 


Most  companies  do  a  mediocre  job  of  managing  their  data.  They  are 
overwhelmed  by  its  volume,  but  starved  for  the  value  of  the  information. 
The  information  a  division  needs  is  held  hostage  in  isolated  fiefdoms.  The 
real  key  is  to  be  able  to  share  information  in  a  way  that  makes  it  easier  for 
related  work  groups,  divisions  and  lines  of  business  to  put  the  data  to  work  in  its 
most  usable  form.  Further,  companies  need  to  be  able  to  selectively  share  information 
with  customers  and  vendors  so  that  it  costs  them  less  to  do  business.  This  is  the 
challenge  ofcreating"  The    OpEN    CORPORATION." 


_tii 


1*  E  N 


The  problem  isn't  that  vendors 
didn't  provide  the  open 
solutions  users  needed.  It's  that 
companies  built  their  data 
processing  and  communications 
infrastructure  one  brick  at  a  time. 
And  they  typically  bought  different 
bricks.  It's  not  that  the  old 
systems  didn't  work.  It's  just  that 
they  have  life  cycles. 

Users  now  want  all  their 
systems,  all  their  software,  all  their 
communications  technology  to 
work  together.  Integration  has 
surpassed  applications  development 
as  the  most  critical  area  for 
companies  as  they  look  ahead 
to  1995. 


TAKESI  MARUYAMA 

Board  Director  and 

General  Manager 

Open  Systems  Group 

FUJITSU,  LTD. 

YANKEE  GROUP: 

Do  you  see  open  systems  as  a  global 
phenomenon? 

TM:  Yes,  although  the  move  toward 
the  adoption  of  open  standarc's  is 
progressing  at  different  rates  within 
different  markets.  Take,  for  example, 
government  versus  private  sector 
users.  Governments  have  long  been  at 
the  forefront  of  the  demand  for 
open  system  standards  and,  as  such, 


1995   Critical   Needs 


Application  Development 
Availability  Management 
Connectivity  Management 

Capacity  &  Performance  Planning 

Integration  of  Enterprise, 
Departmental,  Desktop  Systems 

Asset  Management 

Management  of  Stored  Data 

Security 

Centralization  or  Decentralization 

Other 


: 


Percentaga 


IS  20  25  30  35  « 

Base:  150  Respondents.    Source:  The  Yankee  Group 


If  You  Can't  Fix  It, 
Get  Rid  of  It! 

Many  companies  are  seemingly 
caught  in  the  endless  loop  of 
switching  computers, 
reinventing  matrix  organizations  and 
spending  extraordinary  amounts  of 


have  been  quicker  to  adopt  them. 

Geographically  speaking,  I  believe 
that  the  continuing  integration  of  the 
European  economies  will  drive  even 
more  rapid  growth  in  demand  for 
open  systems  in  the  private  sector  as 
companies  try  to  get  disparate 
systems  to  communicate  with  each 
other.  In  Eastern  Europe,  a  lack  of 
economic  resources  will  delay  all 
systems  purchases  by  institutions 
there,  but  I  believe  that  as  they  do 
begin  buying  equipment,  a  far 
greater  percentage  will  be  based  on 
open  systems'  than  we  find  in  other 
markets. 

A«^ 'for  Japan,  due  to  the  nature 
of  the  domestic  market  there,  the 
open  systems  movement  has  not  yet 
had  the  impact  experienced  in  Europe 
and  Northern  America.  However, 
this  situation  is  changing  rapidly 
with  various  government-led  efforts 
and  the  existing  popularity 
of  UNIX*. 


money  trying  to  "fix"  their  basic 
business  systems.  They  have  built 
themselves  into  black  holes  by 
spending  89%*  of  their  dollars 
tweaking  what  should  have  been 
thrown  out  five  years  ago.  The  real 
key  is  not  to  tinker  with  an  outdated 
and  technically  bereft  infrastructure, 
but  to  get  rid  of  it! 

The  enormous  investment  in 
existing  systems  may  seem  to 
discourage  such  a  move.  But 
companies  need  to  realize  the  older 
systems  are  not  unlike  those  electro- 
mechanical calculators  of  30  years 
ago:  No  one  would  think  of  repairing 
one  today  because  the  new  options 
work  so  much  better.  The  cost  of 
computing  compared  with  I960  is 
1 /200th  of  1%  per  MIPS  (Millions  of 
Instructions  Per  SecondX  And  the 
cost  of  communications  today  is 
dropping  faster  than  computing. 

*  Source:  The  Yankee  Group.  1991 

Changing  Your 
Approach 

The  problem  is  that  most  of  the 
existing  computing  and 
communications  systems  do  not 
work  together.  Each  division 
optimizes  its  own  functional  area 
(sales  order  entr>'.  production, 

UNIX*  IS  a  registered  trtdemeit  ol  ATAT 
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You  INVESTED  MILLIONS 

m  your  COMPUTERS. 

ms  FREE  BOOK  wi//  help 

you  SAVE  it. 


''"'^'^teacom. 


I.S.  planning?  We  wouldn't  be 
surprised  if  this  is  one  book  you 
won't  be  able  to  put  down. 

Because  it  not  only  shows  you 
how  to  protect  your  past  invest- 
ments in  Bull,  IBM:  dec*  and 
other  vendor  systems. 

It  gives  you  a  comprehensive 
inside  look  on  how  to  enhance  them. 

Introducing  the 

Distributed  Computing 

Model. 

The  Distributed  Computing 
Model  is  our  blueprint  for  systems 
integration. 

Using  this  architecture,  we  can 
connect  your  different  networks. 

And  get  applications  based  on 
one  standard  to  run  with  applica- 
tions based  on  another. 

So  instead  of  being  hamstrung 
by  one  technology,  you  can  take 
advantage  of  many. 

Buying  and  using  the  best  solu- 
tion no  matter  who  it  comes  from. 

What  you  buy  and  plan  for  will 
work  both  today  and  tomorrow. 


Since  Bull  is  a 
founding  member  of  OSF,  the  Model 
is  totally  compliant  with  OSF's 
Distributed  Computing  Environment. 

Leap  into  the  future. 
Or  tiptoe. 

"Where  do  I  start.''  What  products 
do  I  use.''  How  fast  should  I  go.-*" 

Because  the  Model  is  so  flexible 
you  can  enhance  your  system  with 
open  systems  technology  at  what- 
ever pace  is  right  for  you. 

And  our  consulting  services  can 
help.  Recommending  ways  your 


current  systems  can  work  better, 
regardless  of  vendor. 

CaU  1-800-233-BULL. 

•... — .^<m>^ — •— 

Of  course,  we're  not  claiming  this 
is  easy.  If  it  were,  anyone  could  do  it. 

The  difference  is,  we  already  have. 
Configuring,  implementing  and 
supporting  multi-vendor  systems 
for  private  industry  and  governments 
around  the  world. 

Helping  people  respond  faster,  work 
smarter  and  be  more  competitive. 

So,  before  you  develop  your  I.S. 

plan  send  in  the  coupon  or  call 

1-800-233-BULL,  ext.  2220.  And 

we'll  rush  you  our  free  book. 

1 

Bull,  P.O.  Box  1000.  Plymouth,  MI  48170-9989 

Name 
Company 
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Worldwide 
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Ciry 
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material  require- 
ments), but 
these  groups  do  not 
communicate 
effectively  among 
themselves.  Companies  now  need  to 
take  an  enterprise  view  and  to  treat 
the  entire  company  as  one 
organization  —  not  one  whose  only 
commonality  is  the  building  and  the 
parking  lot.  And  an  "open  systems" 
approach  in  and  of  itself  will  not 
solve  the  problem.  It  is  just  one  of 
the  tools  that  a  firm  must  use  if  it  is 
to  cut  out  the  extra  30%  of  added 
expense  and  the  50%  of  added 
"time-to-market"  inherent  in 
unaligned  technology. 

An  example  of  the  problem:  Your 
engineering  group  designs  one  type 
of  widget,  but  your  quality-control 
people  can't  access  this  data.  The 
field  sales  force  needs  to  know  the 
build-and-ship  schedule  so  it  can 
dovetail  with  your  customers'  just- 
in-time  inventory  system.  Your 
largest  customer  wants  to  give  you 


TAKEO  MIURA 

Representative  Director  and 

Executive  Vice  President 

HITACHI,  LTD. 

YANKEE  GROUP: 

Do  you  see  open  systems  as  a  global 
phenomenon? 

TM:  Hitachi's  vision  of  open  systems 
is  a  total  team  effort  that  extends 
beyond  operating  systems  and 
protocols.  It  is  a  vision  that  focuses 
on  the  value  of  information  and 
applications,  transcending  the 
traditional  barriers  of  language, 
geography  and  vendor  architecture. 


his  engineering  data  to  save  time  in 
building  to  his  specifications,  but 
you  have  to  translate  and  re-enter  his 
work  because  of  compatibility 
problems.  Your  credit  department 
needs  to  know  the  financial  status  of 


forced  to  make  decisions  based  on 
"gut  feel"  and  incomplete 
information. 

How  do  you  break  this  pattern 
and  start  building  toward  an  Open 
Corporation?  Companies  should 


The   Cost  of   Processing   Information 
IS   Dropping 


(Millions) 


(Thousands) 


$20 
15 
10 
5 

$50 
45 
40 
35 
30 
25 
20 
15 
10 
5 


•  INainframe  MIPS 
=$20  Million 


1960 


Source:  The  Yankee  Group 


All  figures  in  current  dollars. 


all  your  customers  to  manage  cash 
flow  and  credit,  but  because  you 
can't  tap  into  its  system,  you're 


At  Hitachi  we  are  completely 
committed  to  the  design  and 
development  of  open  systems 
products  that  will  not  only  conform 
to  industry  standards,  but  also  be 
vendor  neutral  and  international  in 
scope.  That  is  why  we  are  a 
shareholder  in  X/Open,  a  sponsor  of 
OSF,  and  support  OSI  protocols  on 
all  platforms. 

Both  in  the  United  States  and  in 
Japan,  teams  of  Hitachi  engineers  are 
working  to  turn  that  vision  into 
reality. 

Hitachi's  open  systems  offerings 
will  be  designed  to  deliver  total 
portability,  interoperability  and 
scalability  irrespective  of  computer 
architecture. 

The  result  of  such  pursuits  will 
allow  the  sharing  of  information 
globally,  as  well  as  guarantee 
that  your  investments  in  applications 
will  endure. 


begin  by  building  a  pyramid.  The 
base  of  the  pyramid  should  be  your 
communications  architecture.  That's 
relatively  easy  to  sell  internally. 
We  are  approaching  a  pxaint 
where  almost  all  white-collar 
workers  or  their  support  people  are 
using  personal  computers  or 
workstations.  By  1995,  80%  of  these 
will  be  connected  to  Local  Area 
Networks  (LANs),  which  are  stand- 
alone internal  communications 
systems.  The  first  challenge  is  to  tie 
together  these  isolated  islands  with  a 
communications  strategy.  While 
most  firms  are  expanding  their  voice 
networks  at  a  modest  rate  of  4%  f>er 
employee  per  year,  their  data 
networks  are  gn>wing  at  a  rate  ot 
^'y^c  a  year.  Building  toward  an 
Open  Corjx)rarion  without  first 
deciding  on  a  communications 
architecture  is  like  building  a  house 
—  or  in  this  case  a  pyramid  — 
without  a  foundation.  Your  people 
need  to  Ix*  connected  to  one  another 
via  a  single,  unified  communications 
system  that  can  handle  all  kinds  of 
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Eeeek! 


I 

In  theory,  information  technology  is  supposed  to 
set  a  company  free. 

But  in  practice,  many  organizations  find  that 
technology  investments  increase  their  costs  with- 
out increasing  their  productivity. 

Andersen  Consulting  can  help  keep  your  organi- 
^ion  out  of  this  dangerous  trap. 

Using  our  combination  of  business  and  technology 


Lm 


Andenm  Cocwulttng 


skills,  we  can  offer  solutions  that  directly  link  your 
information  systems  to  your  corporate  strategy. 

Which  means  your  entire  operation  can  feel  the 
productive  impact.  And  your  people  can  have  tools 
that  help  them  perform  more  effectively. 

It's  what  we  call  our  total  business  approach 
And  it  works  so  well,  a  majority  of  the  Fortune  500 
have  called  upon  Andersen  Consulting. 


Because  these  days,  a  company's  succes 
may  depend  on  making  a  mouse  roar. 


Andersen 
Consulting 

ARFHUR  A.\I)f  RSt  N  &  Ca,  S  C 


Where  we  go  from  here 
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NEC  helps  the  children  of  Unda-Unda 
get  food  for  breakfast  and  food  for  thought. 


Morning  is  not  normally  a  happy  time  in  a 
land  plagued  by  unhealthy  water  and  too  little  to 
eat.  Often  it  means  just  one  more  day  coping  with 
malaria  and  hunger.  But  thanks  to  the  Christian 
Children's  Fund,  children  like  these  in  Zambia 
awake  to  hope  and  a  lot  more.  This  incredible 
organization  helps  over  500,000  children 
in  28  countries  receive  healthcare, 
nutrition,  housing  and— to  make  them        JEt 
self-sufficient— education. 

The  Fund  accomplishes  its  life-saving  work  through 
generosity  and  perseverance,  with  a  little  help  from  technology.  At  its 
headquarters  in  Richmond,  Virginia,  is  a  network  of  NEC  Powermate  386 
computers.  Their  ability  to  process  thousands  of  international  transactions 
with  speed  and  accuracy  eliminates  the  need  for  more  costly  mainframes. 
Thus  allowing  more  to  be  spent  for  bread  and  for  books. 

You'll  find  the  products  of  NEC  in  corporations  large  and  small.  In 
public  and  private  institutions.  In  homes  around  the  world.  Putting  high 
technology  to  work  for  a  higher  quality  of  life. 

For  more  information,  call  us  at  1-800-338-9549. 


NEC 


Quality  That  Proves  Itself. 


Communications  •Computers  •Electron  Devices  •Home  Entertainment 
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information  so 
'^^    that,  for  example, 
N^    your  sales  and 
manufacturing 
departments  can 
share  inventory  and  order 
information  on-line. 

The  next  layer  of  the  pyramid  is 
the  data  platform.  Many  large 
companies  used  to  handle  their  data 
primarily  through  autonomous 
mainframe  operations,  with  a  small 
amount  of  interactive  technology 
and,  at  best,  a  limited  sharing  of 
information. 

By  1995,  that  figure  will  be 
reversed.  The  Open  Corporation 
not  only  builds  to  a  set  of 
standards,  it  builds  with  the 
realization  that  business 
systems  must  exchange  real- 
time, up-to-date 
information.  The  real  key 
is  the  sharing  of  data  among  your 
people  and  their  customers  and 
suppliers.  By  building  your  Open 
Corporation  on  a  platform  of 


unified  communications  and 
interactive  technology,  you  supp>ort 
the  top  of  the  pyramid:  your 
comp>any  s  unique  information  and 
application  needs. 

Getting  Started 

ost  companies  would  like 
their  people  to  be  able  to 
access  corporate  data 
anywhere  in  the  world,  on  any 
database  and  from  any  workstation, 
personal  computer  or  terminal. 
Further,  every  company  would  like 
to  make  things  easy  for  users. 
Employees  shouldn't  have  to  know 
the  actual  location  of  the  data, 
what  the  navigation  path  is  or 
any  special  commands  to 
access  the  data. 

This  vision  of  the 
way  things  should  be  is 
the  easy  part.  The  hard  part  is  to 
have  some  form  of  common  data 
administration.  If  the  goal  is  to  have 
all  shared  data  app)ear  as  if  in  a  single 
virtual  database,  then  there  are  both 


DOM  LACAVA 

Vice  President, 
UNIX-Based  Software  & 

Systems 

DIGITAL  EQUIPMENT 

CORPORATION 

YANKEE  GROUP:  We  see  the 

sophisticated  company  as  having 
three  viable  options:  Go  to  one 
vendor's  total  solution,  become  a 
sophisticated  internal  integrator  or 
build  toward  the  Open  Corporation. 
What  are  the  strengths  and 
weaknesses  of  each.-' 


D  L :  Any  of  those  options  can  be 
viable,  depending  on  that  company's 
information  processing  goals... 
Information  processing  solutions 
from  a  single  vendor  offer  the 
greatest  prospects  for  the  integration 
of  applications  and  for  information 
sharing.  In  reality,  every  company 
today,  except  for  the  very  smallest, 
is  a  multivendor  shop,  if  only 
because  it  is  so  easy  to  buy  desktop 
machines.  Recognizing  this  reality 
and  the  importance  of  information 
sharing  and  standards,  end  users  will 
be  looking  to  companies  that  can 
integrate  their  computing 
environments. 

YG:  What  about  becoming  an 
internal  systems  integrator.-' 

DL:  Most  companies  are  doing  that 


today  whether  they  like  it 
or  not.  They  are  able  to 
implement  new  technologies 
quickly,  and  pick  the  best  of  breed. 
However,  a  company  has  to 
be  quite  sophisticated,  with  a 
large,  comp)etent  and  diverse 
staff,  to  be  successful. 

YG:  What  about  option  three,  the 
Op>en  Corporation.'* 

DL:  Most  imponantly  you  build 
on  no  single  vendor's  solution,  but 
on  standards.  The  Open  Corporation 
will  give  customers  the  ability 
to  share  data  internally,  ai  a  lower 
cost  and  with  more  functionality. 
You  will  need  fewer  vendors, 
but  you  will  demand  more 
from  them:  global  supptort  and 
interoperability. 


Open  Systems  are  going  to  bring  us  all 
closer  together,  and  Hitachi  is  helping. 

You  already  know  us  as  a  leader  in 
basic  LSI  technologies.  But  intercon- 
nection isn't  just  a  question  of  our 
worldwide  R&D.  Or  the  international 
forums  we've  joined  and  the  millions  of 
dollars  that  we're  investing  in  Open 
Systems  products. 

It's  also  a  matter  of  attitude. 

We're  committed  to  an  information 
democracy.  One  that  closes  the  gaps 
among  languages,  places,  cultures  and 
systems.  Quite  simply,  a  technological 
community  that  guards  your  investment. 

With  Open  Systems  and  all  of  our 
pursuits,  we're  working  toward  a  world  of 
opportunities.  Because  we  think  every 
computer  should  be  an  open  window. 
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HITACHI 


Hitachi,  Ltd.  Tokyo  Japan 


Carbon  fiber  reinforced  case 

reduces  the  thickness  and  weight  while 

increasing  its  strength. 


Nickel  Hydride  battery  works  fo. 
over  3  hours  on  a  2  hour  charge. 


Large,  bright,  easy-to-read  9.5* 
diagonal  display 


AutoResume  lets  you  start  where 
you  left  off  without  rebooting. 


Includes  MS-DOS*5.0 


20MHz  386SX  32-bit  microprocessor. 


12  dedicated  function  key 


ISO-pin  expansion  bus  connector 
tor  Desk  Station  IV  docking  station 

60MB  hard  disk  drive  with  19 
average  access  time. 


A  credit-card  sized  memory  card  lets 
you  add  up  to  8MB  of  RAM  yourself. 

Port  for  numeric  keypad  or 
101-key  keyboard  a 


Full  function,  standard  spaced, 
82-key  keyboard. 


2MB  RAM  standard. 


WE  JUST  REWROTi 


Introducing  the  T2200SX.  At  just  5.5  rcx.nds,  its  everythmg 


youve  ever  wante 


640x480  VGA  display. 


,  Fluorescent  side-lit  black  and 
white  LCD  disp)lay. 


Dimensions:  11.7"Wx  1.6"Hx8.3"D. 
Fits  into  half  of  a  briefcase. 


Hypertext  on-line  documentation. 


Entire  computer  weighs  5.5  lbs. 
including  battery. 


Intelligent  power  supply  with 
battery  "gas  gauge!' 


Low  battery  warning  light  and 
audible  alarm. 


Integrated  numeric  keypad. 


Built-in  slot  for  credit  card 
size  internal  modem. 


8  dedicated  cursor  control  keys; 

arrow  keys  arranged  in  easy-to-use 

inverted  "T"  pattern. 


L44MB,3K2"  diskette  drive. 


PS/2*  style  mouse  port. 


In  Touch  with  Tomorrow 

TOSHIBA 

©  199J  Tmhiba  A  m^noi  /n/brmaoon  Systems.  Inc. 


HE  NOTEBOOK. 

I  a  notebcx)k  computer,  and  less.  For  details,  call  1-800-457-7777. 
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infrastructure  and 

brings  intra-organizational  problems 

the  following  situation:  They  want 

/ 

turf  questions 

to  the  surface.  For  example,  two  or 

to  keep  their  data  processing  costs 

i                                 '^ 

that  someone  has 

more  groups  (even  within  the 

under  control;  in  fact,  they  want 

*%af*a&-.i- 

CO  wrestle  with 

same  profit  center)  may  disagree  on 

them  to  grow  no  faster  than  the 

first.  The  primary 

who  "owns"  the  data.  Is  it  the 

entire  corporate  budget.  This  will 

, 

issue  is  not  technology,  but 

process  control  people  or  the  MIS 

mean  simplifying  the  environment. 

? 

management. 

(management  information  systems) 

consolidating  data  centers,  building 

1 

An  information  systems  staff 

people? 

a  backbone  network,  tying  Local 

1 

should  follow  these  essential  steps: 

Although  there  is  a  cost  to 

Area  Networks  into  Wide  Area 

▲  Build  in  a  communications 

becoming  an  Open  Corporation, 

Networks  and  embracing 

and  data  management  view  that 

there  is  probably  a  greater  cost 

client/server  communications.  In 

supports  your  lines  of  business 

to  not  becoming  one.  The  smartest 

effect,  they  will  have  to  downsize. 

▲  Provide  for  a  commonality 

companies  are  demanding  fewer 

What  users  really  want  to  do  is 

between  systems 

technology  vendors  —  but  they 

increase  unique  applications  and 

A  Negotiate  a  master  contract  with 

want  more  from  them.  Increasingly 

decrease  overhead  such  as  operations 

vendors 

the  criterion  for  vendor  selection  is 

and  support.  The  vision  of  a  more          i 

In  an  Open  Corporation, 

going  to  be:  "Are  they  part  of  the 

flexible  —  and  less  costly  — 

organizational  changes  are  made  to 

Open  Corporation  solution  —  or 

environment  means  that  users  must 

meet  technological  solutions 

part  of  the  problem?" 

do  more  with  less.  They  must 

halfway.  However,  such  a  vision 

Users  will  find  themselves  with 

simultaneously  drive  costs  down  and     ' 
functionality  up.  This  is  a  tricky 
piece  of  business  at  any  time,  but 

what  desktop  device  it  chooses, 
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specifically  because  those  devices  will 

especially  in  today's  economic 

^F^        ^1 

be  served  by  a  very  powerful,  very 

environment.  The  smartest  users 

^HfelttfM 

cheap  computer  server. 

are  doing  all  of  this  while 

P^^¥*''        7^ 

We  talk  about  an  evolution. 

simultaneously  reengineering  their 

ik  M 

not  a  revolution.  But  there  has 
been  a  revolution;  when  we  at  Data 
General  deliver  117  MIPS  under 

basic  business  functions. 

Facing  Reality 

TOM  WEST 

$100,000  —  that  is  a  revolution. 

■   ■  sers  don't  really  have  a  choice 

1 

Senior  Vice  President 

I   1  here.  Business  as  usual  is 

Advanced  Systems 

YG:  How  is  this  evolution  going  to 

\^  no  longer  an  option.  In  order 

Development 

take^form? 

to  compete,  companies  must 

DATA  GENERAL 

embrace  the  concept  of  the  Open 

CORPORATION 

TW:  The  cutting  edge  companies 

Corporation,  building  the  network, 

will  be  moving  at  lightning  speed  to 

defining  the  platforms,  moving 

YANKEE  GROUP:  What  is  the 

build  applications  on  a  client/server 

to  a  client/server  architecture  and 

implication  of  the  decision  to  become 

model,  build  toward  the 

reengineering  applications  in 

an  Open  Corporation  to  the 

Open  Corporation  concept  to  take 

descending  order  ot  magnitude.  This 

corporation's  legion  of  PC  and 

advantage  of  the  low  risk,  high 

means  (1)  building  on  (as  much  as 

workstation  users? 

output  solutions  and  begin  to 

possible)  an  of)en  environment 

migrate  their  older  applications. 

for  all  new  applications  and  (2) 

TW:  To  begin  with,  the  corporation 

The  role  of  the  mainframe  is  not 

putting  older  applications  through 

no  longer  has  to  bet  on  which 

dead;'it  is  just  less  important. 

the  rigor  of  reengineering  on  lower- 

technology  they  will  need  on  the 

It  becomes  one  of  several  devices 

cost,  more  flexible  platforms  as              | 

desktop.  This  has  become  a  war  oi 

connected  to  the  network;  ir  is 

quickly  as  ptissible.  Comp.inies  will 

the  operating  systems  —  back  the 

a  peer,  a  repository. 

need  the  internal  discipline  to 

wrong  entry  and  you  have  set  your 

Finally,  the  user  is  going  to  want 

understand  that  the  world  has 

company  back  five  years  and 

to  sit  on  the  sideline  of  these  "holy 

changetl  forever. 

potentially  wasted  tens  of  millions  of 

wars"  of  a  proprietary  naturt 

At  the  applications  level,  this 

dollars.  The  advantage  of  the  Open 

There  will  be  a  great  advantage  m 

concept  is  put  into  action  by  using        i 

Corporation  is,  it  wont  really  matter 

not  having  a  "religious"  affiliation. 

graphical  interfaces  to  give  end  users 

1 
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the  "feel"  that  they  are  accustomed 
to  while  changing  underlying 
platforms.  The  application  seems  the 
same,  but  the  company  has  used  the 
Open  Corporation  concept  to 
reengineer  for  greater  efficiency. 

Beyond  the  obvious  early  steps  — 
changing  infrastructure  and 
platform,  followed  by  applications 
—  the  smartest  companies  will 
get  their  lines  of  business  to  buy 
into  the  process.  They  will  also 
reward  vendors  that  help  move  the 
process  along. 


w 


The  Power  of 
THE  Users 

ithout  question,  users  are 
influencing  what  vendors 
are  doing.  Power  has  moved 
into  the  hands  of  the  users,  and 
migration  to  the  Open  Corporation 
is  growing  from  a  trickle  to  a  flood. 

A  company  that  wishes  to  become 
an  Open  Corporation  must  first 
realize  the  immense  amount  of 
power  that  it  has  through  its 
purchasing  dollar.  Second,  it  must 
organize  for  open  solutions,  and 
third,  aggregate  with  other  users  to 
present  a  substantial  and  clear 
market  for  the  vendors.  The  irony  is 
that  the  revolution  on  the  desktop, 
combined  with  the  move  toward 
distributed  computing,  means  that 
companies  have  to  be  more 
centralized  in  their  demands. 
By  reasserting  control  over 
enterprise  computing,  users  can 
drive  their  company  to  get  the 
applications  and  systems  portability 
they  need.  Why  shouldn't  any  word 
processing  package  work  with 
any  other?  By  qualifying  vendors 
first  (do  they  offer  a  written 
commitment,  a  timetable  and  an 
implementation  schedule?),  users 
send  a  message  that  they  will  back 
their  rhetoric  with  their  dollars. 

By  1992,  users  ought  to  insist 
that  all  new  applications  be  created 
on  an  open  platform  and  be  portable 


KUNIKA  MIZUSHIMA 

Senior  Vice  President, 

Group  Executive 

Information  Processing  & 

Control  Systems  Group 

TOSHIBA  CORPORATION 

YANKEE  GROUP:  Do  you  see  open 
systems  as  a  global  phenomenon? 

KM:  In  Japan,  despite  the  largest 
share  of  market  held  by  proprietary 
personal  computers  and  mainframers 
thriving  mightily,  many  of  our 
customers  ask  for  systems  built  with 
"open  system  components."  I  expect 
these  will  soon  become  more  definite 
requirements.  Open  systems,  down- 
sizing and  client/server  systems  are 


DAVID  TORY 

President 

OPEN  SOFTWARE 

FOUNDATION 

YANKEE  GROUP:  Ifacompany 
wants  to  be  an  Open  Corporation, 
what  should  it  do  first? 

DT:  Bring  in  those  vendors  whose  pro- 
ducts form  the  heart  of  the  data  proces- 
sing infrastructure  in  mainframes  and 
in  distributed  computing  and  ask 
them  a  series  of  very  pointed  questions: 
A  What  are  your  commitments  to 
open  systems?  Not  just  statements 
of  direction,  but  firm  commitments. 
▲  Show  us  your  timetable  for  this 


not  local  competi- 
tive tactics.  It  is 
the  only  feasible 
way  to  build 
information 
systems  for  users  getting 
sophisticated  and  demanding  better 
algorithms,  user  interfaces,  inter- 
system  communications  and 
flexibility  for  future  expansion. 

Y6:  In  an  open  systems  world,  how 
will  vendors  distinguish  themselves? 

KM :  If  open  systems  must  be  built  on 
a  single  defined  set  of  standards,  it  is 
certainly  difficult  to  distinguish 
ourselves.  In  reality,  however,  there 
will  be  alternative  standards  available 
to  make  up  a  portion  of  a  system. 
Vendors  can  choose  and  combine  these 
standards  to  construct  a  system. 
Moreover,  opjen  system  standards  which 
are  not  flexible  enough  to  accommo- 
date originality  will  not  survive. 
Vendors  can  realize  superior  original 
products  coexisting  with  open  systems. 


commitment  that  will  give  us 
applications  portability  and  systems 
interoperability  across  your  own 
platforms  and  then  across  to  systems 
of  like-minded  vendors'  platforms. 
A  How  does  the  technology  that  you 
are  providing  today  meet  those 
requirements? 

YG:  Once  a  company  has  determined 
that  certain  vendors  are  both  qualified 
and  committed,  what's  next? 

DT:  They  must  back  their  direction 
with  action.  They  must  develop  a 
procurement  strategy  by  1992  on  a 
phased-in  basis.  That  strategy  will 
dictate  what  specifically  they  will 
buy...  They  also  must  have  the  support 
of  other  user  organizations  to  present  .» 
common  front  to  the  vendor 
community.  The  vendor  community 
will  see  the  seriousness  of  their 
commitment  and  the  size  of  the  market 
to  hasten  products  onto  the  market. 


to  any  system, 
whether  main- 
frame, mini 
or  micro.  By  1993, 
they  should  be 
retrofitting  their  major  apphcations 
to  open  systems.  The  real  goal 
is  to  have  the  end  users  do  their 
own  software  development,  an 
accomplishment  that  will  only  be 
implemented  when  a  corporation 
has  open  systems. 

Anticipating  the 
Hurdles 

The  major  impediment  to  open 
systems  will  not  be  recalcitrant 
vendors,  even  though  they 
may  favor  their  proprietary 
solutions.  The  real  hurdle  will  be 
a  company's  own  lines  of  business 
and  staffs  that  may  be  reluctant 
to  work  together.  Proprietary 
solutions  still  have  many  adherents 
within  a  corporation  who  may 
rebel  if  their  solutions  are  not 
supported. 

The  real  benefits  of  the 
Open  Corporation  are  the  key  to 
an  internal  sell. 

The  major  benefit  is  speed-to- 
market.  By  streamlining  the 
organization,  new  applications  can 
be  built  15%  to  20%  faster.  This 
translates  into  being  first  to  market 
with  new  products,  getting  higher 
margins  for  those  products 
and  coming  out  with  a  stream  of 
interactive  and  continuous 
improvements  before  the  products 
and  services  become  commodities. 

Another  benefit  of  becoming 
an  Open  Corporation  is  that  your 
trading  partners  are  going 
to  be  doing  the  same  thing.  For 
example,  instead  of  getting 
engineering  drawings  in  the  mail 
and  being  asked  to  bid  on  them, 
companies  can  exchange  electronic 
data  that  is  pre-formatted  so 
that  drawings  can  automatically  be 


estimated  by  your  computer  model. 

A  typical  manufacturing 
company  will  spend  1%  to  1.5%  of 
sales  revenue  on  computing  and 
perhaps  another  1%  on  communica- 
tions and  networks.  That  means  a 
typical  company  with  sales  of  $3 
billion  will  spend  some  $30  million 
per  year.  A  commitment  to  open 
systems  means  that  this  cost  should 
drop  about  10%  per  year,  based  on 
research  among  100  companies 
regularly  surveyed  by  the  Yankee 
Group  (the  "Yankee  Group  100"). 
Part  of  these  savings  will  come,  not 
from  purchasing  less  expensive 
hardware  or  software,  but  from  staff 
reductions,  since  companies  will  no 
longer  need  experts  for  each 
hardware  and  software  product. 


Making  a 
Commitment  to 
Change 

We  are  in  the  midst  of  a  major 
business  and  technical 
revolution.  Mainstream 
users  are  thinking  across  boundaries. 
They  want  to  act  as  if  they  and  their 
customers  are  part  of  a  common  data 
system  and  even  a  common  data 
management  system.  It  is  here  that 
proprietary  solutions  form  too  many 
individual  roadblocks.  Conclusion: 
Users  and  vendors  must  move 
fast  to  build  new  applications  on 
the  Open  Corporation  concept. 
The  information  technology 
group,  as  was  pointed  out  earlier,  has 
an  enormous  selling  job  to  do 


JAMES  FISCHER 

Managing  Partner 

ANDERSEN 

CONSULTING 

YANKEE  GROUP:  Which 
industries  will  lead  the  migration 
toward  the  Open  Corporation? 

J  F :  Aerospace  and  high-tech 
manufacturing  lead  the  way.  What  is 
important  is  that  across  corporations, 
companies  are  moving  toward  the 
Op>en  Corporation  for  three  reasons: 
flexibility,  cost  savings  and  speed-to- 
market.  This  combination  of  "buyer 
value"  will  have  impact  both  on 
hardware  and  software  decisions. 

YG:  When  you  discuss  the  quantita- 
tive advantages  of  the  Open 
Corporation  with  CEOs,  are  you  able 


to  estimate  what  kind  of  internal  rate 
of  return  they  should  expect? 

J  F :  If  a  CEO  can  answer  where  he  is 
driving  his  company  and  the  changes 
that  he  is  attempting  to  make,  then 
this  number  is  more  easily  derived.  In 
an  op)en  systems  environment,  you 
can  better  protect  the  investment  you 
have  already  made.  For  those  not 
going  to  change,  there  will  be 
little  cost  savings.  If,  however,  a 
company  is  changing,  then  getting 
applications  development  spjeed  down 
some  50%  is  doable.  And  more 
important,  the  benefits  come  during 
the  process  —  not  all  at  the  end. 

YG:  For  example? 

J  F:  A  major  airiine  used  to  audit  the 
tickets  only  109F  of  the  time  —  and 
then  by  manual  means.  With  an  open 
systems  approach  on  a  client/server 
platform,  they  can  audit  1009F,  and 
they  will  save  some  $30  million  a 
year,  all  on  a  $28  million  in>TStmcnt. 
This  is  the  kind  of  result  that  can  be 
gained  by  building  nc«-  applications 
on  the  Open  Corporation  concept. 


First  to  open  the  UNIXSVR4  door  to 
desktops,  minis,  mainframes  and 

supercomputers. 


With  the  world's  first  UNIX  SVR4  implementation  for 
mainfi-ame  computers,  Fujitsu's  full  desktop-to-super- 
computer range  leads  the  field  by  offering  companies  of  all 
types  and  sizes  the  only  complete  UNIX  solution. 

From  highly  efficient  desktop  terminal  networks  to 
number-crunching  supercomputers  and  mainframes 
featuring  some  of  the  world's  fastest  processors,  Fujitsu 
UNIX  opens  all  the  doors. 

Opportunities  and  options  that  mean  a  better  fit  between 
system  and  function.  Expenditure  and  budget.  People 
and  processors.  As  well  as  instant  access  to  the  extensive 
collection  of  off-the-shelf  and  mission-specific  applications 
that  only  UNIX  can  provide. 

Powerful,  industry-standard  systems  backed  by  the 


knowhow  that  comes  from  Fujitsu's  association  \^^th  inter- 
national standards  organizations  like  X/Open®  and  UNIX 
International.  And  from  the  Research  and  Development 
supp>ort  and  after-sales  service  unique  to  a  US$21  billion 
global  leader  in  advanced  computers,  telecommunications 
and  electronic  devices. 

To  learn  more  about  the  full  range  of  Fujitsu  UNIX 
SVR4  processors  and  the  new  business  opportunities 
available  from  our  open-door  approach  to  UNIX,  contact 
our  Open  Systems  Center,  Fujitsu  America.  Inc.,  3055 
Orchard  Drive,  San  Jose.  California  95134-2022.  Or  call 
(408)  432-1300,  extension  5014,  today. 

L  NIX  ts  a  rcpstered  trademark  of  L7^  Systems  Ijboraiwies  Inc  .  in  the  l^  aid  oite 
X/Open  ts  a  regisKred  trademark  of  X/Open  Company  Loniied  m  the  I'SA  and  other  countries. 


FUJITSU 


The  global  computer  &  communications  company 


internally.  Top 

come  with  the  new  way  people  will 

executives  and 

work  together  —  within 

business  line 

departments,  organizations, 

general  managers 
are  skeptical  and 

with  customers  and  vendors  —  to 
shorten  sales,  development  and 

need  proof  of  return  on  investnnent. 

manufacturing  cycles. 

Moreover,  the  information 

technology  staff  has  a  limited 

AXEL  LEBLOIS 

Y  G :  How  do  you  think  that 

amount  of  time  to  capture  "share  of 

President 

client/server  and  open  systems  are 

mind:"  20%  of  the  Yankee  Group 

and  CEO 

going  to  change  the  way 

100  companies  surveyed  say 

BULL  HN  INFORMATION 

a  corporation  does  business? 

they  will  outsource  some  part  of 

SYSTEMS,  INC. 

their  information  technology  over 

AL:  Client/server  and  opjen  systems 

the  next  five  years,  tending 

YANKEE  GROUP:  Do  you  see 

will  impact  the  very  way  people 

to  simplify  their  environments. 

open  systems  as  just  making  what's 

work:  within  their  departments. 

By  showing  immediate  early 

there  work  better  together,  or 

organizations  and  with  their 

benefits,  if  only  on  a  portion  of  the 

do  you  see  real  long-term  benefits 

customers  and  vendors.  By  tying 

problem,  the  stage  is  set  for  full 

and  cost  savings? 

disparate  systems  together  and 

corporate  rollout. 

being  able  to  access  and  utilize 

What  about  the  vendors?  No 

AL:  Open  systems  have  both  short 

information,  the  traditional  work 

vendor  today  is  against  the  concept 

and  long-term  benefits... The  long- 

flow  will  change  drastically 

of  the  Open  Corporation,  but 

term  benefits  of  open  systems  will 

and  become  much  more  efficient  and 

vendors  also  long  for  the  old  days 

clearly  be  cost-saving  in  terms  of 

timely.  Open  systems  will  improve 

when  they  could  offer  proprietary 

number  of  applications  needed 

time  to  market,  flatten  the 

solutions  and  "lock  in"  their 

within  an  organization,  system 

traditionally  hierarchical  business 

customers.  However,  it's  interesting 

development  and  maintenance  and 

process,  improve  customer 

that  the  Yankee  Group's  research 

eliminating  redundant  systems. 

service  and  empower  people  with 

shows  that  the  largest  companies 

The  other  long-term  savings  will 

information. 

still  prefer  to  stay  with  their 

haven't  seen  the  "killer"  application 

connectivity.  The  standards  are 

for  client/server,  although  Lotus  Notes 

a  way  that  vendors  are  able  to  work 

^^^^Hk._^^  \  .B 

comes  close. 

together  and  reduce  the  amount  of 

But,  in  a  larger  sense,  nothing 

R&D  that  they  have  to  spend,  which 

^^^^B^^^'S     ^^^ 

has  opened  the  environment  as  much 
as  the  personal  computer.  It  is 

improves  profitability.  But  it  does 
seem  clear  that  the  gross  margms 

I^P 

built  upon  MS-DOS,  which  is 
available  to  every  manufacturer,  and 

from  open  systems  will  be  half  that 
of  proprietary  systems. 

JIM  BERRETT 

on  Intel  chips  which  are  equally 

This  implies  that  the  smartest 

Chief  Operating 

available. 

users  are  going  to  go  through  three 

Executive 

stages  —  connectivity,  network 

NEC  TECHNOLOGIES 

YG:  How  will  vendors  make  money 

computing  and,  finally,  client. server 

in  an  opgn  environment,  and  is  that 

computing.  Every  day  companies 

YANKEE  GROUP:  What 

important  to  the  industry? 

are  stripping  applications  off 

impediments  have  to  be  cleared  for 

their  mainframes  and  replacing  them 

open  systems  to  dominate  the 

J  B :  It  is  a  question  that  we  ask  all 

with  open  solutions  built  on 

computing  environment? 

the  time.  Every  vendor  has  to 

industry  standard  client/server. 

keep  his  proprietary  users  happy. 

Those  older  mainframe  applications 

JB:  Open  systems  will  depend  on 

He  has  to  build  on  industry  standard 

will  be  piirt  of  the  client  server 

the  client/server  model  moving  from 

open  solutions,  and  he  may  also 

equation  —  but  only  part  of  a  laiger 

the  conceptual  to  the  real.  We  still 

need  ways  to  offer  heterogeneous 

solutions  set. 
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traditional  vendors,  except  that  they 
now  want  open  solutions  from  them. 

In  Conclusion 

The  bottom  line  is  that  propriet- 
ary solutions  will  continue  for 
now,  but  ultimately  wither. 
Third-party  software  companies  need 
a  predictable  —  and  growing  — 
market,  and  they  will  fall  into  line 
behind  an  ofien  systems  solution.  The 
economics  of  desktop  computing, 
workstation  computing  and  client/ 
server  computing  are  just  too 
overwhelming  to  ignore. 

The  concept  of  the  Open  Corpora- 
tion is  gaining  momentum  with  the 
best-run  companies  in  America. 

Much  of  the  appeal  for  becoming 
an  Open  Corporation  is  cost-efficiency, 
and,  within  the  next  few  years, 
openness  may  be  worth  a  premium 
because  it  will  be  so  difficult  to 
support  proprietary  systems. 

However,  not  every  business 
decision  can  be  reduced  to  a  set  of 
return-on-investment  equations.  The 
issue  here  is  not  really  finance,  and  it 
is  not  even  technology.  It  is  the  dis- 
covery of  a  new  way  to  manage  your 
company  for  maximum  profitability. 


HOWARD  ANDERSON 

"The  Of>en  Corporation"  was  created 
and  written  by  Howard  Anderson, 
founder  and  managing  director  of  the 
Yankee  Group,  a  Boston-based 
worldwide  technology  consulting  and 
market  analysis  firm,  and  Corey 
Green,  special  projects  director  for 
the  Yankee  Group. 

Designed  by  David  November  &  Co. 
Illustration  by  Rosemary  Johnson 


Freedom  By 

. 'It  OSF,  we  believe      f      "%  ^^ 

freedom  means  not  having   ■         MC^^^I^Jma 
to  stay  inside  a  box  that       ^^^^  ^^LJ  l^^^l    l^ 

someone  else  crea  ted .  V^^ 


Which,  of  course,  is  the 
very  concept  of  open  systems: 
The  freedom  to  choose.  To  be 
able  to  build  and  grow  the  best 
solution  for  your  business  needs, 
independently  of  artificial 
constraints. 

Since  its  founding,  the 
Open  Software  Foundation  has 
provided  a  vehicle  for  the 
evaluation,  selection,  and 
development  of  the  best 
technology  to  make  open 
systems  a  reality. 

Out  of  this  open,  fair,  and 
impartial  selection  process  has 
emerged  Motif'",  the  favored 
graphical  user  interface  in  the 
open  systems  marketplace. 
Last  year,  we  announced  our 
Distributed  Computing 
Environment,  which  virtually 
redefined  the  breadth  and  scope 
of  systems  interoperability.  It  is 
the  first  comprehensive,  fully- 
integrated  distributed  computing 
solution,  ever. 

And  most  recently,  our 
Distributed  Management 
Environment  components  have 
been  selected  and  announced. 
With  them,  it  will  be  possible  to 
create  the  tools  to  simplify  and 
streamline  the  task  of  managing 
global  information  systems  into 
the  next  century. 

OSF.  We're  giving  the 
world  freedom.  By  design. 


"nil's 


OSI-  .!••  It  .ipjx'.irs  ,ini1  Motit  .iiv 

tr.idi'm.irks  of  Opi-n  Software 

Foundatinn.  Inc. 

Opon  S*>ttwiirc  Foundation, 

1 1  Cambridge  CVnlor,  Cambridge, 

MA  02142.  Phone:  t)17  h21  8700 

Fax:6l7  6210h31 


R>r  the  price 

bfoneAViiON7000 
you  can  save  $4,009,000 

(now  that's  a  lot  of  pizza!) 

Compared  to  a  huge  $4,100,000  mainframe,  the  new  AViiON  7000 

Open  System  gives  you  117  MIPS  of  mainframe  power-for  a 

starting  price  of  less  than  $100,000.  That  saves  you 

a  lot  of  dough!  How  did  we  do  it?   M^y^r/^/\/^VQffj^ 

We  created  a  system  that    ^y^^-^^^^"^^^^^ 

has  a  brain  you 
can  fit  in  a  pizza  box! 
But  you  get  major 
mainframe  power 


And  our  new   ^^«^^^^'*«^^^<^'^^^^^' 


disk  array  technology  '  5j^ 


can  offer  you  up  to 


Data  General 


Life  just  got 

a  whole  lot  easier! 


48  gigabytes  of 
cost-effective,  fault 
tolerant  storage.  These  terrific 

UNIX-based  systems  support  the 

leading  databases,  business  applications 

and  communications  softwcire. 

So  if  you  want  to  go  easv  on  vour  budget,  call 

1-800-DATA  GEN 

And  then  go  order  a  pizza- 
you  deserve  it! 


Av.  ON  >s  •  caoenMrtt  ot  Data  G*n«'ai 
e  1991  Oala  G«'^«'ai 


Unlike  a  lot  of  the  old  rich,  the  Rockefellers  haven't  lost 
their  touch.  The  timing  of  their  sale  of  Rockefeller  Center 
to  the  Japanese  couldn't  have  been  smarter. 

Getting  out 


at  the  top 


By  Jonathan  Burton 


Mitsubishi  Estate  Co.  is  one  of 
central  Tokyo's  oldest  and  richest 
landlords  and,  on  a  smaller  scale,  one 
of  Manhattan's  most  prestigious:  It 
owns  80%  of  Rockefeller  Group, 
Inc.,  whose  primary'  assets  are  the  12 
original  Rockefeller  Center  build- 
ings, the  Time  &  Life  building  near- 
by on  Avenue  of  the  Americas  and 
about  half  of  the  McGraw-Hill  build- 
ing; it  also  owns  a  majority'  interest  in 
the  property  management  firm  of 
Cushman  &  Wakefield  and  a  New 
Jersey  office  park,  and  has  five  real 
estate,  telecommunications  and 
entertainment  subsidiaries. 

Mitsubishi  has  paid  a  total  of  nearly 
$1.4  biUion  since  October  1989  to 
buy  the  controlling  stake  in  Rockefel- 
ler Group,  Inc.  ft-om  the  Rockefeller 
family. 

From  the  viewpoint  of  the  nearly 
90  beneficiaries  of  various  Rockefeller 
family  trusts,  the  timing  was  brilliant. 
"John  D.  would  have  been  proud  of 
the  boys,"  said  one  real  estate  broker. 
(Among  the  beneficiaries  were  Lau- 
rance  S.,  David  and  West  Virginia 
Senator  John  D.  Rockefeller  IV.) 
From  Mitsubishi's  point  of  view,  the 
timing  could  scarcely  have  been 
worse.  Were  the  Japanese  company  to 
put  its  real  estate  stake  on  the  market 
today,  it  might  be  luck\'  to  get  S900 
million.  Even  for  a  company  as  rich  as 
Mitsubishi,  that's  a  nast>'  paper  loss. 

The  Rockefellers  can  thank  Gold- 
man, Sachs  &  Co.  and  Shearson  Leh- 
man Brothers.  In  1985  those  Wall 
Street  firms  helped  develop  a  plan 
whereby  the  Rockefellers  could  cash 
out  of  Rockefeller  Center  Nsithout 
giving  up  their  entire  interest.  Here's 
how  it  worked: 

In  1985  the  Rockefeller  Group 
mortgaged  its  Rockefeller  Center 
buildings  for  $1.3  billion.  That  jum- 
bo mortgage  was  sold  through 
Rockefeller  Center  Properties,  Inc.,  a 
publicly  traded  real  estate  investment 
trust  that  was  created  to  facilitate  the 
transaction.  Rcn's  major  asset  is  the 
mortgage;  its  principal  source  of  in- 
come, interest  on  the  mortgage. 
Rockefeller  Group,  Inc.  still  owns  and 
manages  the  property'. 

Most  of  the  money  borrowed 
against  Rockefeller  Center  was  dis- 
bursed to  dozens  of  family  trusts — 
providing  eagerly  sought  cash  for 
members  of  the  family. 
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:k.efeller  Group 


Perhaps  sooner  than  most,  the 
Rockefeller  advisers  saw  a  crash  com- 
ing in  New  York  City  real  estate.  In 
Rockefeller  Group,  Inc.'s  1988  annu- 
al review,  written  in  early  1989,  Rich- 
ard Voell,  RGi's  president  and  chief 
executive,  wrote  that  despite  New 
York  City's  economic  vitalit\%  "soft- 
ness was  evident  in  ne\N'  commercial 
building  and  the  financial  industry." 
He  also  cited  "the  severit}'  of  the 
problems  facing  New  York  Cit>'  now 
and  in  the  fijture." 

Voell,  57,  got  to  work  on  the  prob- 
lem. He  and  rgi's  advisers  contacted 
at  least  20  potential  buyers  around  the 
world,  among  them  Japan's  Mitsui 
Real  Estate  Development  Co.  and 
Sumitomo  Realty  &  Development, 
and  Canada's  Olympia  &  York.  Mi- 
tsubishi Estate  Co.  grabbed  at  the 
bait.  It  quickly  agreed  to  pay  a  price 
that  preempted  any  rivals.  According 
to  Rockefeller  Group  management, 
Mitsubishi  requested  that  the  existing 
management  team  be  kept  in  place. 
Mitsubishi  also  accepted  just  3  of  the 
1 1  seats  on  rgi's  board. 

Voell  had  driven  a  hard  bargain, 
aware  that  the  Japanese  were  hungr\' 
for  prestige  properties.  "David 
[Rockefeller]  didn't  really  want  to  sell 
the  buildings,"  says  a  family  adviser, 
"but  he  couldn't  believe  the  price 
Mitsubishi  was  willing  to  pay."  The 
Rockefellers  had  purchased  the  land 
underlying  Rockefeller  Center  from 
cash-strapped  Columbia  Universit)' 
in  1985  for  S400  million. 

The  Mitsubishi  deal,  recalls  one 
expert,  was  a  situation  where  the  Japa- 
nese essentially  said,  "Don't  tell  me 
what  it's  worth;  tell  me  what  I  have  to 
pay  to  get  it."  Mitsubishi  Estate's  bid 
was  significantly  higher  than  the  next- 
best  contender's.  In  the  clubby,  com- 
petitive world  of  Japanese  business, 
Mitsubishi  Estate  gained  prestige 
with  the  deal.  "It's  a  once-in-a-life- 
time  thing,"  reasoned  John  Fong 
Tsui,  head  of  the  New  York  based 
Asian  Real  Estate  Association. 
"They're  almost  acquiring  a  trade 
mark.  With  the  lapanese,  trademark 
and  name  are  probably  as  important  as 
drawing  a  profit." 

The  deal  was  done  in  three  stages. 
Mitsubishi  Estate  paid  $846  million 
in  cash  for  51%  of  Rockefeller  Group, 
Inc.  in  October  1989.  It  also  granted 
the   Rockefellers  options  to  sell  an 


additional  29%  of  RGI  for  S527  mil- 
lion. As  New  York  property  prices 
continued  to  slide,  the  Rockefellers 
exercised  their  put  in  the  summers  of 
1990  and  1991.  For  SI. 37  billion, 
Mitsubishi  Estate  now  owns  80%  of 
Rockefeller  Group. 

When  Mitsubishi  bought  into  RGI, 
over  95%  of  the  12  Rockefeller 
Center  buildings'  6.2  million  square 
feet  was  rented.  But  leases  covering 
nearly  half  of  this  space  will  expire  in 
1994.  That  may  have  been  considered 
a  big  plus  by  Mitsubishi  when  it 
agreed  to  the  Rockefellers'  terms,  but 
today  almost  no  one  thinks  tenants 
will  be  lining  up  to  renew  at  signifi- 
cant!}' higher  rents.  Says  one  New- 
York  real  estate  veteran  of  Rockefeller 
Center's  leasing  habits:  "What 
they're  used  to  is  sitting  back  with 
their  fingertips  together,  contemplat- 
ing which  tenants  they  should  take. 
Those  days  are  over." 

For  all  their  art  deco  splendor, 
these  are  old  buildings  dating  fi-om 
the  1930s,  and  they  need  regular, 
cosdy  maintenance.  Rockefeller 
Group  has  spent  more  than  S200 
million  since  1985  to  upgrade  them, 
but  more  improvements  are  needed. 

The  mortgage  on  the  Rockefeller 
Center  buildings  falls  due  in  2007, 
but  seven  years  prior  to  that,  the 
owners  of  the  real  estate  investment 
trust  holding  the  mortgage  may,  at 
their  option,  convert  the  loan  into  a 
71.5%  equity  interest  in  the  Center. 
In  other  words,  if  the  New  York 
propert}'  market  re- 
bounds by  the  end  of  the 
decade,  Rockefeller 

Group/Mitsubishi    may 
be  forced  to  reduce  their 
holdings  in  the  buildings 
to  28.5%.  But  if  propert}' 
values  remain  depressed, 
the     mortgage     holders 
can  demand  cash  when 
the     loan     matures.         Rockefeller 
Group  owns  a  vacant  lot  at  Seventh 
Avenue,   betueen   49th   Street   and 
50th  Street.  Mitsubishi  and  RGI  man 
agement     had     planned     to     break 
ground  this  fall  on  a  $600  million,  55- 
stor\'  commercial/ortice  tower  called 
Rockefeller    Pla/a    West,    but    New 
York's  propert)'  crash   has  put  the 
project   on   hold.    The  lot,  with  An 
estimated  \aluc  of  nearly  S200  mil 
lion  in  1989,  is  today  worth  perhaps 


half  of  that. 

Kiyoaki  Hara,  a  Tokyo-based  Mi- 
tsubishi Estate  managing  director, 
was  instrumental  in  arranging  his 
company's  investment  in  Rockefeller 
Group.  "Maybe  this  \\as  a  good  les- 
son for  all  of  us  for  our  fiiture  eflforts," 
says  Hara  through  an  interpreter. 
"We  are  the  foreigners,  and  we  arc 
here  to  study."  The  lesson  seems  too 
obvious  to  be  worth  repeating:  Don't 
buy  at  the  top.  But  maybe  the  Japa- 
nese were  so  mesmerized  by  the  fan- 
tastic values  in  their  own  real  estate 
market  that  they  lost  sight  of  this 
ancient  truth. 

Nor  does  the  deal  have  a  totally 
happy  ending  for  the  Rockefellers. 
Voell  held  back  some  S200  million  of 
the  proceeds  ft-om  the  fiinds  generat- 
ed by  mortgaging  the  Rockefeller 
Center  buildings  in  1985  and  rein- 
vested it  for  the  family.  In  December 
1986  Rock  Capital  Fanners  put  up  a 
quarter  of  the  S290  million  leveraged 
buyout  of  Pandick  Press,  the  financial 
printer.  But  Pandick  never  recovered 
from  the  Wall  Street  collapse,  and  in 
1989  Rockefeller  Group  wrote  off  its 
investment. 

Less  disastrous  was  Rockefeller 
Group  Capital  Corp.'s  October  1988 
in\  estment  in  the  leveraged  buyout  of 
Best  Products.  In  Januan  Best  filed 
for  Chapter  11  bankruptq.-,  leasing 
Rockefeller  Group  u-ith  597  million 
in  unsecured  loans.  "We're  working 
on  it  full  time,"  says  Voell.  "We'll  stay 
with  it  until  we  realize  evervthing  we 
can  on  it." 

In  August  1987  rgi's 
Rock    Capital    Partners 
subsidiary'   financed    the 
SI 76   million   leveraged 
buyout   of  Drake   Bak- 
eries ft-om   Ralston   Pu 
rina  Co.  This,  tix),  ended 
with  a  loss  for  Rockefel- 
ler Group. 
Rockefeller  Group  is  now  scaling 
back  its  two  principal  financing  vehi 
cles,     RiKk    C  apital     Partners    and 
RcKkefeller    Group    C  apital    Corp. 
"We're  not  making  any  more  invest- 
ments like  this,"  says  WkII. 

But  these  losses  were  rclativciv 
small  change  compared  with  what 
VckII  extracted  ftxim  the  Japanese, 
who  now  must  wait  patieniU  for  the 
next  pickup  in  Manhattan  real  estate. 
I  fever.  ^ 
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How  do  you  improve  on 

the  car  that  became  a  symbol 

for  quality  in  America? 

You  make  it  better. 


The  New  LeSabre 


Buick  LeSabre  has  earned  an  enviable 
reputation  for  quality.  Of  course,  that  didn't 
stop  the  people  at  Buick  from  striving  to 
make  LeSabre  even  better. 

Safer 

The  new  LeSabre  offers  the  safety  of 
optional  anti-lock  brakes  (ABS),  as  well  as  a 
standard  driver-side  air  bag. 

Roomier 

The  6-passenger  LeSabre  now  gives  you 
even  more  front  headroom  and  rear 
legroom.  And  the  spacious  trunk 
is  easily  accessible,  thanks  to  the 


ingenious  new  low  liftover  design. 
Quieter 
LeSabre's  aerodynamic  shape  is  designed 
to  please  both  your  eyes  and  ears.  Wind  noise 
is  reduced  to  a  whisper,  while  special 
acoustical  insulation  all  but  banishes  road 
noise  from  the  interior. 

More  Powerful 

The  LeSabre's  3800  V6  engine  now  offers 
even  more  horsepower.  Yet  it  gets  an  EPA 
estimate  of  18  mpg  city/28  highway. 

To  learn  more  about  the  qualities  that 
make  the  new  Buick  LeSabre  even  t)etter, 
please  call  1-800-531-1115. 

Or  better  yet,  see  your  Buick 
dealer  for  a  test  drive  today. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


ei991  GM  Corp  All  hshts  reserved 

LeSabre  is  •  registeied  I  rademark  of  GM  Corp 

Buckle  up.  America' 


GM 


Grocer  Robert  Onstead  has  grown  seriously  rich  by  catering  to  Houston's 
affluent.  Can  an  upscale  merchant  move  successfully  downscale? 

Caviar  yes, 
chardonnay  no 


By  Toni  Mack 

Margaret  Ritner,  62,  is  sipping  Ha- 
waiian-grown Kona  coffee  at  the 
gourmet  coffee  bar  at  a  Randall's 
supermarket  in  Houston.  "I  come 
here  just  about  every  day,"  she  says. 
"I  can  shop,  do  my  banking,  visit  with 
my  friends  and  have  lunch.  The  bak- 
ery is  excellent,  and  the  produce  al- 
ways looks  so  nice.  I  spend  $100  or 
more  a  week  here." 

Devoted  customers  like  Ritner 
have  made  Randall's  Food  Markets 
Inc.  the  leader  in  Houston's  $5  bil- 
lion grocery  market.  It  wasn't  always 
thus:  In  1986,  according  to  Progres- 
sive Grocer,  Kroger  had  20%  of  the 
market  to  Randall's  14.6%;  in  1991, 
the  score  is  Randall's,  21%,  Kroger, 
19%.  In  these  five  years,  Randall's 
sales  have  climbed  from  under  $700 
million  to  $1.1  billion. 

Randall's  success  is  rooted  in  what 
can  best  be  described  as  an  upmarket 
strategy.  Many  of  its  stores  cater  to 
the  wealthy  and  near-wealthy.  This 
explains  in  good  part  its  high  volume 
per  store.  Randall's  44  locations  aver- 
age $25  million  a  store,  while  Forbes 
estimates  Kroger's  61  average  just 
$16.6  million.  Randall's  generates 
$462  a  square  foot  in  annual  sales, 
25%  above  the  Houston  average. 

This  year,  while  other  big  U.S. 
chains  net  an  average  1 .5%  of  sales, 
Randall's  will  net  2%  to  3%. 

Randall's  success  has  made  Chair- 
man Robert  Onstead,  60,  and  his 
family  seriously  rich.  Onstead  started 
the  company  in  partnership  with  R.C. 
Barclay  and  Norman  Frcwin  in  1966 
with  $85,000  in  capital,  mostly  bor- 
rowed. Randall's  is  still  privately 
owned,  with  the  Onsteads  holding  a 
64%  stake  and  the  rest  divided  among 
an  ESOP,  certain  executives  and  the 
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families  of  Onstead's  cofounders. 
PaineWebber  analyst  Gary  Giblen  fig- 
ures privately  held  Randall's  would  be 
worth  $560  million  if  it  were  public, 
making  the  Onsteads'  worth  at  least 
$355  million. 

The  son  of  a  mail  carrier  in  Ennis, 
Tex.,  Robert  Onstead  entered  the 
grocery  business  at  one  of  his  father- 
in-law's  three  Houston  stores  in 
1955.  In  the  early  1980s,  he  con- 
ceived the  idea  of  expanding  the  small 
gourmet  stores  then  becoming  popu- 
lar in  the  eastern  U.S.  to  appeal  to  a 
broader  clientele. 


How  does  Randall's  attract  its  af- 
fluent customers?  Its  stockers  don't 
dump  apples  into  a  bin;  they  stack 
them  neatly  and  cull  the  bad  ones.  Ask 
a  worker  where  the  olive  oil  is,  and  he 
won't  just  say,  "aisle  seven" — he'll 
take  you  there.  Courting  shoppers 
with  young  families,  Onstead  pro- 
vides miniature  grocery  carts  and  free 
bakery  cookies  for  kids. 

To  make  customers  feel  safe,  he  has  | 
security  officers  in  all  his  stores  and 
makes  sure  the  parking  lots  are  bright- 
ly lit.  At  the  busiest  stores,  he  hires  off- 
duty  cops  to  direct  traffic.  One  store 
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even  offers  free  valet  parking. 

Onstead  was  early  in  providing 
one-stop  shopping.  Many  Randall's 
have  pharmacies,  fLill-service  florists, 
delis,  film  developing,  video  rentals 
and  prepared  food  like  barbecued 
chicken  and  pizza.  Shoppers  can 
bank,  too,  at  recently  installed  First 
Interstate  oudets. 

Most  stores  stock  lots  of  premium - 
priced  items,  including  jars  of  exotic 
Chinese  sauces  that  probably  haven't 
sold  for  years.  So  why  carry  them?  "It 
makes  a  statement,"  says  Bob  On- 
stead's  son  Randall,  the  company's 
president,  whose  given  name  is  pure 
coincidence.  "That's  how  you  get 
your  reputation  for  variety." 

The  Onsteads  are  constantly  on  the 
prowl  for  new  ideas.  Bob  Onstead's 
latest  innovation  was  influenced  by 
the  Wegman's  chain  of  upstate  New 
York.  At  the  newest  Randall's  stores, 
workers  ice  cakes,  trim  meat,  wrap 
pints  of  strawberries  and  juice  oranges 
not  in  the  usual  back  rooms,  but  in  fijll 
view  of  shoppers — all  to  emphasize 
ft-eshness.  If  customers  interrupt  the 
workers,  so  much  the  better.  "You 
can  go  to  any  grocery  store  in  Hous- 
ton and  not  get  service,"  says  Randall 


Onstead,  35.  "We  want  to  hear  ft-om 
our  customers." 

For  ail  his  attention  to  the  buck, 
Bob  Onstead  stubbornly  refiises  to 
stock  beer  or  wine — items  that  gener- 
ate over  5%  of  other  grocers'  sales.  He 
saw  his  wife's  family  wracked  by  her 
father's  alcoholism;  being  privately 
owned,  Randall's  can  thus  afford  to 
put  principle  above  profit. 

However,  there  are  more  ordinary 
people  than  there  are  affluent  ones. 
Randall's  has  already  blanketed 
Houston's  better-oflf  west  side,  but 
Onstead  now  wants  to  add  7%  to  12% 
yearly  to  his  store  base.  That  means 
expanding  into  the  lower-income 
suburbs  to  the  east.  Says  Onstead: 
"We  must  succeed  with  blue -collar 
workers." 

So  while  the  Randall's  near-posh 
River  Oaks  sports  brass  trim,  two  new 
stores  in  Pasadena  and  Channelview 
have  wood  trim.  Cans  of  tuna  aren't 
lined  up  neady  on  shelves,  but  are 
tossed  into  baskets,  with  cases  stacked 
on  the  shelf  above,  conveying  a  dis- 
count image.  These  stores  oflfer  24- 
ounce  bags  of  Doritos  tortilla  chips  at 
$3.59  each,  2-gallon  jugs  of  Tide 
detergent  for  $16.27  and  other  bulk 


items  of  the  kind  found  at  warehouse 
clubs.  Prices  on  the  bulk  items  arc  in 
line  with  the  discounters'  prices.  At 
Sam's  Club  in  Houston,  the  Doritos 
are  $3.59  and  the  Tide  is  $16.53. 

Gone  are  sections  like  Gourmet 
CoflTee  and  Gourmet  Cookies  & 
Crackers.  The  Onsteads  understand 
that  the  very  features  that  would  ap- 
peal to  a  stockbroker's  wife  might 
turn  off"a  truck  driver's  wife.  "A  truck 
driver  doesn't  even  want  to  shop  in  a 
store  that  sells  Carr's  Table  Wafers," 
says  Randall  Onstead. 

The  new  Randall's  stores  are  doing 
well,  with  sales  running  above  the 
chain's  monthly  average  of  $2  million 
per  store.  But  so  far  these  supermar- 
kets account  for  only  an  estimated 
5.5%  of  Randall's  volume.  Whether 
the  family  will  be  as  successfijl  with 
blue  collars  as  they  have  been  with 
pink  and  white  collars  remains  to  be 
seen.  At  any  rate.  Bob  Onstead  in- 
tends to  find  out. 

He  says  he  will  not  sell  out,  though 
he  gets  four  or  five  inquiries  a  year. 
"We  don't  need  capital  to  expand, 
and  I  don't  want  to  cash  in  my  chips," 
he  says.  Quite  the  contrary.  He  wants 
more  of  them.  Hi 


LEFT: 
U  Randall's 
Chairman 
Robert  Onstead 
RIGHT: 
Son  Randall, 
the  company's 
president,  with 
bakery  workers 
Upmarket  ctoras 
like  these 
have  pushed 
Randall's  into 
the  lead  among 
Houston  grocery 
chains. 
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Hyundni  Electronics  America      Hyundni  Electronics  Europe      Hyundai  Electronics  Southeast  Asia 
1-800-727-6972  011-49-619-6470-14-0  On-65-270-6300 


t  TAKES  BILLIONS  OF  DOLLARS  TO  BE  SELF-RELIANT.  AS  ONE 


DF  THE  TOP  TWENTY  CORPORATIONS  IN  THE  WORLD,  WE  HAVE 


INVESTED  IN  PC,  SEMICONDUCTOR,  AND  RELATED  TECHNOLOGIES 


SO  WE  CAN  BETTER  CONTROL  QUALITY  AND  COSTS  ACROSS  THE 


BOARD.  THIS  EQUIPS  US  TO  DESIGN,  DEVELOP  AND  DELIVER 


THE  ULTIMATE  HIGH-PERFORMANCE,  HIGH-VALUE  SOLUTIONS 


BECAUSE  OF  OUR  GLOBAL  STRENGTH,  YOU  NO  LONGER  HAVE 


TO  MAKE  THE  CHOICE  BETWEEN  PERFORMANCE  AND  PRICE 
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IHt  LAKUtK  UUNItAI 


Why  doesn't  President  Bush  cut  out  the 
poverty-increasing  "kinder  and  gentler"  stuff, 
and  finish  the  job  on  socialism? 

Socialism's 
last  stand 


BY  MICHAEL  NOVAK 


Michael  Novak  holds  the 
George  Frederick  Jewett  chair  in  religion  and 
public  policy  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


This  tcar'S  annual  household  eco- 
nomic reports  from  the  Census  Bu- 
reau show  an  upsurge  of  povert\'  and  a 
slight  decrease  in  inequalit)-.  That  is 
what  one  might  expect  from  a  fixation 
on  inequaiin- — everNone  gets  poorer. 
The  Democrats  frightened  President 
Bush  by  their  attacks  on  "inequal- 
it)" — and,  tragically,  Bush  aban- 
doned Reagan's  emphasis  on  eco- 
nomic growth.  Socialism  may  be  dead 
in  the  (former)  U.S.S.R.;  socialism 
may  be  dying  in  Sweden;  but  its  last 
stand  in  .\merica  is  the  belief  that 
inequaiin-  of  incomes  is  "unfair." 

When  some  people  choose  gradu- 
ate education  and  others  drop  out  of 
high  school,  egalitarians  disregard 
this  choice  and,  in  effect,  say  it  is 
unfair  that  the  fellow  who  struggled 
to  gain  a  skill  should  be  paid  much 
more  than  the  fellow  who  dropped 
out.  And  when  some  people  get  mar- 
ried, stay  married  and  enjoy  two  in- 
comes, whereas  other  people  have 
children  out  of  wedlock  in  house- 
holds in  which  no  one  works,  the 
egalitarians  still  say  it  is  wrong  that 
the  stable,  working  family  should  be 


economically  far  ahead  of  the  other. 

This  year  there  is  no  excuse  for 
socialist  distortions  of  Census  Bureau 
data.  Four  of  the  most  outstanding 
scholars  at  the  Census  Bureau — Gor- 
don Green,  Paul  Ryscavage,  Edward 
Welniak  and  John  Coder — have  re- 
leased three  powerful  studies  of  the 
data.  These  studies  are  not  official; 
they  were  first  delivered  at  scholarly 
conferences. 

The  first  paper  points  out  that  earn- 
ings distributions  in  five  industrial- 
ized countries  (Canada,  Sweden, 
Australia,  West  Germany  and  the 
U.S.)  are  becoming  more  unequal, 
especially  in  Sweden,  Canada  and  the 
U.S.  Clearly,  something  more  than 
U.S.  tax  policv'  (favorite  false  target  of 
the  left)  is  at  work — and  on  an  inter- 
national scale. 

The  second  paper  shows  that  the 
sharp  decline  in  stable  family  life 
among  U.S.  blacks  since  1969  has 
brought  black  economic  progress  to  a 
screeching  halt.  Look  at  these  figures: 
In  1969,  57%  of  all  black  houseliolds 
were  married  couples;  in  1989,  this 
number  fell  to  36%.  Correspondingly, 
black  poverty',  which  had  been  re- 
duced from  more  than  68%  to  32%  in 
the  intenal  from  1940  to  1970,  has 
since  remained  at  about  that  level. 

The  third  paper  develops  new  tech- 
niques to  isolate  and  quantity'  the 
seven  major  determinants  of  income, 
including  age,  work  record  and  the 
r\\o  most  important  ones,  family 
structure  and  education.  Most  of 
these  determinants  arc  beyond  gov- 
ernment control;  several  (like  family 
structured  spring  chiefly  from  person- 
al choice.  .\nd  personal  marital 
choices  changed  drastically  in  the 
years  hetAveen  1969  and  1989.  In 
1969  married  couples  made  up  70% 
of  all  households;  in  1989,  onlv  S6%. 


But  the  median  income  of  married- 
couple  households  is  slighdy  more 
than  twice  as  high  as  that  of  other 
households.  Nothing  else  so  steeply 
affects  income. 

Indeed,  if  household  t>pe  in  1989 
had  been  the  same  as  in  1969,  median 
income  in  1989  would  have  been 
S3,200  more,  and  the  povert>-  level 
would  now  be  at  an  unprecedented 
low — about  10%.  In  addition,  the 
best  mathematical  measure  of  in- 
equalit)' — the  Census  Bureau's  Gini 
index — would  have  risen  only  to 
0.411  (instead  of  the  present  0.429), 
not  far  above  the  1969  level  of  0.391. 

In  insights  such  as  these,  statisti- 
cians at  the  Census  Bureau  are  now  far 
more  sophisticated  than  the  journal- 
ists at  most  American  news  outlets.  So 
why  don't  editors  insist  on  better 
analysis  from  their  reporters? 

America's  swindling  band  of  pro- 
gressives wants  contradictor)-  things. 
On  the  one  hand,  progressives  want 
greater  equalitv'  in  mcomes.  On  the 
other  hand,  they  want  large  welfare 
programs  to  support  separation, 
abandonment  of  spouse  and  children, 
and  out-of-wedlock  births.  The  rec- 
ord shows  that  you  can't  have  both 
these  things.  Looser  family  structure 
means  greater  income  inequalitv'. 

Why  is  this.'  Working  produces 
more  income  than  not  w  orking.  .\nd 
ha\ing  two  fiill-time  workers  (in  a 
married-couple  household)  brings 
much  more  income  than  ha\ing  one 
or  no  workers  (in  a  single-female- 
headed  household).  The  fastest- 
growing,  largest  group  of  low-in- 
come households  in  the  L^S.  are 
those  headed  by  single  females,  either 
elderly  or  aged  16  to  29  with  children. 

Note  another  contradiction.  Pro- 
gressives w  ant  greater  income  equali- 
t\-  but  also  w  ant  many  college -educat- 
ed citizens.  But  college  educated 
workers  tend  to  cam  much  higher 
incomes.  More  education  simply 
means  greater  inequality  between  the 
well  educated  and  the  ill  educated. 

Whv  dcKsn'i  Bush  return  to  the 
economic  successes  of  Reagan?  Why 
doesn't  he  stop  the  povert\-increas- 
ing  "kinder  and  gentler"  stuff,  and 
finish  the  )i>b  on  sivialism?  Cut  capital 
gains  and  other  taxes.  Restore  incen- 
tives. .-Vitack  the  parts  of  the  welfare 
state  that  destrv>y  family  life.  Get  this 
countn-  moN-ing  again.  ^ 
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IT'S  AMAZING  WHAT  YOU  CAN  SAVE  WITH 
A  RECYCLING  PROGRAM. 
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Imagine  using  a  chemical  waste  to  make  a  lifesaving  drug. 
Today,  BP  is  helping  to  do  just  that-  using  its  own  proprietary 
process  to  recover  and  purify  acetonitrile,  a  waste  by-product  of 
chemical  manufacturing.  Sold  to  the  pharmaceuticals  industry, 
purified  aceto  is  used  to  make  insulin,  a  drug  that  means  life 
to  millions  of  diabetics.  Proof  that  sometimes  a  company's  most 
important  savings  aren't  measured  in  dollars.  For  more  infer- 
mation,  write  BP,  200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


The  Energy  To  Change 


Chile  has  learned  that  privatized  social  security  is 
more  efficient  than  government-run  social  security. 
Is  anyone  in  our  Congress  listening? 

A  better  way 
to  do  it 


By  Rita  Koselka 

When  it  comes  to  success  stories  of 
market-based  reform,  few  can  match 
what  little  Chile  (pop.  13  million )  has 
done  to  revamp  its  social  securit}' 
system. 

Ten  years  ago  the  military'  govern- 
ment of  General  Augusto  Pinochet 
abandoned  its  ovvti  statist  principles 
and    enacted    free-market    reforms. 


Most  of  these  have  been  continued  by 
the  countr\''s  democratically  elected 
government  that  took  over  three 
years  ago. 

Replacing  the  old  s)'stem,  then 
Minister  of  Labor  Jose  Pinera  put  in  a 
plan  that  requires  each  of  the  coun- 
tn's  4.8  million  workers  to  put  10%  of 
his  pretax  salary  into  a  private  pension 


frind  of  his  own  choosing;  there  are  no 
employer  contributions.  There  are  13 
plans  to  choose  from,  and  workers  can 
switch  their  funds  among  managers  to 
get  the  best  returns  and  services  at  the 
lowest  cost.  Pinera  won  over  workers 
with  six  months  of  weekly  TV  appear- 
ances explaining  the  new sNstem.  "It's 
a  common-sense  system,"  says  Pin- 
era, "and  is  more  easily  understood  by 
the  average  Chilean  mother  than  by 
social  securit)'  experts." 

The  only  thing  this  SN'stem  has  in 
common  with  the  U.S.'  is  the  com- 
pulsor\-  contributions.  Unlike  Chil- 
eans, Americans  make  social  security' 
payments  to  the  government,  which 
invests  them  in  government  paper. 
Americans  have  no  choice  as  to  who 
invests  the  money  or  how. 

In  Chile,  at  age  65  for  a  man  ( 60  for 
a  woman )  the  worker  takes  the  accu- 
mulated sa\irgs  and  either  bm-s  an 
annuit}'  or  organizes  an  indi\idual 
payout  schedule.  He  can  retire  earlier 
if  he  has  enough  money  in  his  pension 
frind.  To  protect  workers'  savings. 


Jose  Pinera,  former  labor  mimste'' 
Using  television  to  convince  the 
masses  of  the  merits  of  a  private 
social  security  system. 
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"In  addition  to  generating  solid  operating  gains  and  paying 

policyholders  the  highest  pxDssible  dividends,  a  strong  financial 

position  continues  to  be  a  key  strategy  for  Northwestern 

Mutual  Life." 

-Standard  &  Poor's 

"Record  dividends,  strong  financial  condition,  top  ratings 

and  fine  policyowner  service  all  speak  loudly  for  the 

'quiet  company.'" 

—policyoumer 

WeCanAffordToBe 

The  Quiet  Company  Because 

Others  Talk  For  Us. 

"The  investment  portfolio  is  well* diversified  and 

is  of  high  quality.  It  should  perform  well  in  future  difficult 

economic  environments." 

—Moody's 

"Since  measures  have  been  taken.  Northwestern 

Mutual  Life  has  been  voted  the  most  admired  every  year  by 

executives  and  directors  in  the  insurance  industry." 

—Fortune 

"Once  again.  Northwestern  has  outdistanced  the  competition 
in  all  areas  of  sales  force  quality." 

—Sales  ^  Marketing  Management 

"Special  thanks  for  a  little  security  in  an  insecure  world." 

— policyourter 
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most  of  the  pension  funds  are  invested 
m  securities  automatically  indexed  for 
inflation. 

How's  it  worked  out?  Well.  The 
original  plan  called  for  a  real  rate  of 
return  of  about  5.5%  a  year — which 
would  pay  a  retiree  with  40  years  of 
contributions  70%  of  the  average  of 
the  last  five  years'  salary,  or  about 
$260  a  month  for  the  average  worker. 
With  a  6.5%  return,  the  payout  would 
rise  to  100%  of  salary.  The  govern- 
ment does  guarantee  a  minimum  pen- 
sion level  equivalent  to  about  23%  of 
the  average  salan',  or  $60  per  month. 

But  the  private  pension  funds  have 
far  surpassed  that — averaging  13% 
real  growth  annually  over  the  last  ten 


one-third  of  Chile's  gross  national 
product.  They  are  ftinding  a  vibrant 
capital  market  in  Chile,  since  up  to 
50%  of  the  portfolios  can  be  put  into 
corporate  debt  and  30%  into  corpo- 
rate equities. 

Not  only  does  this  system  yield 
good  returns,  but  it  also  stimulates 
real  growth  in  the  economy.  Because 
of  Chile's  excellent  economic  growth 
rate — averaging  6%  in  recent  years — 
the  Chilean  stock  market  is  up  130% 
this  year  alone.  Fund  managers  are 
eager  to  see  that  30%  limit  on  equity 
investments  increased.  "Our  returns 
would  have  been  much  better  if  we 
could  have  put  more  money  into  the 
stock  market,"  says  Martin  Gershon, 


Neil  Allen  of 
Bankers  Trust 
"The  Chileans 
really  did 
know  what 
tiiey  were 
doing." 


years.  Not  only  has  the  system  done 
better  than  expected,  but  the  high 
returns  and  newfound  appreciation 
for  the  beauties  of  compounding  have 
also  spurred  a  rapidly  growing  num- 
ber of  wage  earners  to  contribute 
more  than  the  mandator)'  amount. 

How  has  the  Chilean  system — c:)r 
systems — earned  such  excellent  re- 
turns? Of  course,  recent  returns  are 
buoyed  by  a  booming  stock  market. 
But  the  big  benefit  of  the  system  is  in 
investing  much  of  the  proceeds  in 
job-creating,  wealth-creating  private- 
sector  investments  rather  than  in  ster- 
ile government  bonds  as  in  the  U.S. 
AH  told,  ('hile's  private  hinds  now 
manage  over  $9  billion,  equivalent  to 


a  Bankers  Trust  director  on  the  board 
of  Provida,  the  country's  largest  hand. 
Soon  the  Chilean  government  is  ex- 
pected to  allow  the  pension  fijnds  to 
start  investing  a  limited  amount  out- 
side the  country — seeking  returns 
wherever  they  can  be  found. 

What's  good  for  the  countr\'  has 
also  been  good  for  the  people  wht) 
run  the  private  funds.  Provida  is  42% 
owned  by  New  York- based  Bankers 
Trust.  Bankers  Trust  acquired  its 
stake  as  part  of  a  $45  million  dcbt-for- 
cquitv'  swap  in  1986.  Provida  has  25% 
of  the  market  and  earned  $18  million 
last  year.  "We  were  lcH>king  for  alter 
natives  to  sitting  on  C'hilean  debt," 
says  Neil  Allen,  managing  director  of 


Latin  American  operations  for  Bank- 
ers Trust.  The  second -largest  pension 
fijnd  manager  is  Santa  Maria,  51% 
owned  by  Hartford,  Conn. -based 
Aetna  Life  &  Casualty. 

Like  U.S.  mutual  ftmds,  and  utterly 
unlike  the  U.S.  social  securit)'  system, 
the  Chilean  pension  funds  compete 
on  the  basis  of  investment  returns  and 
service.  Fees,  which  average  1%  of 
total  wages,  have  come  down  by  over 
half  since  the  system  was  started. 

Not  surprisingly,  both  Bankers 
Trust  and  Aetna  hope  to  export  the 
pension  plan  to  other  countries.  Al- 
ready, delegations  fi-om  Mexico,  Ven- 
ezuela, Argentina,  Poland  and  Yugo- 
slavia have  made  their  pilgrimages  to 
Chile  to  check  things  out. 

Are  there  lessons  here  for  other 
countries?  Undoubtedly.  "One  of  the 
big  benefits  of  Chile's  s\'stem  is  it 
keeps  the  money  out  of  the  hands  of 
the  government,"  says  sociolog)'  pro- 
fessor John  Williamson  of  Boston 
College.  The  U.S.,  by  contrast,  treats 
social  security  receipts  hardly  diflfer- 
endy  fi-om  tax  receipts.  The  U.S.  faces 
a  dwindling  number  of  workers  sup- 
porting a  larger  number  of  retired 
people  in  coming  decades.  To  prepare 
for  that  oncoming  gray-out,  in  1983 
Congress  authorized  building  a  sur- 
plus that  should  reach  SIO  trillion  by 
2030,  which  would  partially  hand  the 
system  in  the  fijture.  But  there  are 
problems  with  that.  The  money  is 
invested  in  U.S.  government  bonds, 
whose  interest  must  be  paid  out  of  tax 
revenues;  none  of  the  L'.S.  social  se- 
curity* money  goes  into  building  in- 
dustrial capital  that  will  produce  real 
earnings  in  the  years  ahead.  Congress 
has  alread}'  dipped  into  the  surplus  to 
hind  its  deficits. 

By  contrast,  says  Augusto  Iglcsias, 
chief  economist  for  the  pension  fiind 
Habitat,  the  Chilean  stxial  sccurit)' 
system  "is  based  on  vcr\'  simple  and 
reasonable  principles:  that  people  care 
about  their  money,  that  they  will 
work  harder  if  they  sec  the  benefit  to 
themselves  and  that  putting  it  in  pri- 
vate hands  is  more  ethcient  than  uith 
the  government." 

Ironically,  the  C^hilcan  s>"stcm  was 
an  American  expi^rt,  de\ised  by  fire- 
market  econtMnists  fix>m  Harvard, 
.\ii  1  and  the  l^iivcrsitN-  of  Chicago. 
Talk  aKnit  prophets  without  honor  in 
their  own  countn  .  Hi 
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If  you  multiply  this  by  29  billion, 
you  11  begin  to  understand 
our  commitment  to  the  US. 


r 


Our  consoIidatEd  balance  sheet  at  wok  than 
S29  billion  in  the  United  Stales  indiratw  how 
serious  Union  Bank  oFSwitzeriand  isabout 

serving  cdients  in  this  country. 

So  does  the  ^  that -we  maintain  a  presence  of 
1500  professionals  in  five  American  ones  Making 
UBS  a  strong  and  growing  hDTce  m  areas  as  diverse 
as  corporate  and  private  banking.  GDmxneiaal 
lending  and  secunties  trading.  Foreign  aidiangie 
and  global  asset  managenaent 


xAt  U'BSv  we  dxi  not  beconse  one  otthe  wodcf s 
Largest  Tnpfe-A  med  finaDcai  instkabansby 
taking  our  cooBnlmenlil^rijc  Batfcfdkanqg 
en  our  speaal  socmps  ID  tneet  sptoDc  Deeds  or 
maucts  amuid  uiewondL 

Union  Bnkof SmiKiiaKLAD  iniaiHftODii 
bank  dial  is  ircry  sehom  aboat  bosmes  in  die 
United  Scatesw  Ours  and  voun. 


Union  Bank  of  Switzerland,  299  Park  ATcnae.  New  York,  NY  10171 

OfHces  In  North  America:  Chicago,  Houatoo.  Los  Anfeks,  Son  Ffanrwrn;  Toronto.  Mcntrtji 
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THE  SPORTING  SCENE 

Homeric   Tal«> 

Rogor  Angoll 

May  27.  Iff!   Pag*  il 


Homers  will  do  that  to  vou.  Even 
when  one  goes  out  in  mid-game,  it^ 
stops  the  story.  Nothing  ensues^  for  the  f 
connective   tissue    of   the    game — the 
men  on  base,  the   defensive   deploy- ^ 
ments,  the  pitcher's  struggles,  the  count, ' 
the  score — has  been  snipped,  and  alLi' 
our  attention  falls  upon  the  hero.  1^ 


TH  E 

NLWYORKEK 

VHEN  YOU  READ  IT,  YOU  LL  JEE. 
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MARKETING 


EBITED  BY  JtSNUA  I 
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Joe  Segel,  founder  of  the  Franklin  Mint  and  several 
other  companies,  was  among  the  first  to  understand  that 
shopping  has  become  a  part  of  the  entertainment 
business.  His  latest  score:  QVC  Network. 

Don't  leave 
home,  period 


By  Seth  Lubove 

As  THE  TELEVISION  host  calmlv  de- 
scribes the  Royal  Doulton  rose  mugs 
up  for  sale  on  the  Q\'C  shopping  chan- 
nel, Michael  Boyd  intendy  watches 
the  personal  computer  at  his  desk. 

Boyd,  50,  is  president  of  Qvc  Net- 
work. He  watches  the  figures  skip 


across  the  computer  screen.  They  in- 
stantly tote  up  the  quantitv  of  mugs 
sold  at  S29.97  each  (633  in  four 
minutes),  the  up-to-the-second  total 
haul,  and  how  many  of  his  phone 
operators  are  bus\\  Compare  this  in- 
stantaneous market  feedback  and  in- 


ventory control  with  that  of  a  tradi- 
tional mass  retailer,  who  waits  days,  if 
not  weeks  or  months,  for  the  critical 
sales  data  that  tell  whether  a  merchan- 
dising program  is  working. 

While  the  recession  and  hea\y  debt 
have  laid  waste  to  many  old-line  re- 
tailers, QVC  ("Quality,  Value,  Con- 
venience"), a  24-hour  cable  channel 
that  reaches  over  40  million  homes,  is 
posting  record  sales — estimated  by 
analysts  to  come  in  at  a  littie  under  $1 
billion  for  the  fiscal  year  ending  next 
Jan.  31.  Profit  estimates  range  fi-om 
20  cents  to  46  cents  a  share,  com- 
pared with  a  fat  loss  last  year.  Embold- 
ened, QVC  has  started  a  new  channel 
that  specializes  in  clothing.  "At  the 
same  time  retailers  were  wondering 
where  their  customers  were,  our 
phones  were  jammed,"  says  Joseph 
Segel,  Qvc's  founder  and  chairman. 

Segel  is  the  marketing  man  who 
created  the  Franklin  Mint  collectibles 
outfit  27  years  ago,  with  an  initial 
investment  of  S2 1 ,000.  That  business 


QVC  Network  Chairman  Joser/i  Se.;..-,  j/  :.  •  ■.,  ,  uo?-;  Mknael  Boyd 
S«gel:  "I'm  always  storting  businesses  I  know  nothing  about." 
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Thanks  to  XS8S  International  800  Service, 
bike  sales  in  Canada  have  been  picking  up  speed. 


W^X  Inlcmalional  800  Scr\  ice. 


A  toll-free  number  from  AT&T  can  help  a  business 
peddle  its  bikes  in  Canada. 

Or  just  about  anything  else. 

If  you're  a  manufaauner,  you  can  use  it  to  help 
your  customers  place  orders  or  get  their  questions 
answered 

Financial  firms  can  use  it  to  help  clients  access 
information  or  reach  their  broker. 

And  travel -related  businesses  can  use  it  for  booking 
reservations. 

It  doesn't  matter  what  you  sell.  Or  how  much. 


Because  AT&T  International  800  Service-Canada  has 
options  to  fit  the  very  smallest  to  the  very  largest  companies. 
Ajid  now  a  lower  price  to  make  it  even  more  affordable. 

Call  1  800  222-0400,  Ext.  26l6  for  more  information 
on  getting  AT&T  International  800  Service  in  Canada. 

And  help  get  vour  sales  curve  climbing 

A  World  of  He^^  from  AT&T. 


AT&T 


has  since  reportedly  grown  to  $500 
million  (sales)  and  sells  everything 
from  model  cars  to  porcelain  dolls. 
Segel,  who  left  the  Franklin  Mint  in 
1973,  is  thus  a  man  who  knows  it  is 
hard  to  overestimate  consumers'  ca- 
pacity to  buy  stuff  they  don't  need.  By 
marrying  retailing  to  television,  Segel 
was  one  of  the  first  to  recognize  ex- 
plicidy  that  shopping  has  become  a 
part  of  the  entertainment  industry. 

Qvc  was  not  television's  first  na- 
tional retail  channel.  That  honor  goes 
to  Home  Shopping  Network,  found- 
ed by  Roy  Speer  and  Lowell  Paxson, 
who  took  it  public  in  1986  amidst 
such  hype  that  the  fledgling  company 
was  accorded  a  market  value  of  $3.2 
billion. 

Intrigued,  Segel  and  Boyd,  who 
had  also  worked  for  the  Franklin 
Mint,  watched  a  videotaped  excerpt 
of  the  new  channel.  Neither  had  any 
broadcast  experience,  but  they  fig- 
ured they  could  do  a  better  job.  "I'm 
always  starting  businesses  I  know 
nothing  about,"  Segel  says. 

It  was  about  that  time  that  Segel 
met  Ralph  Roberts,  a  fellow  Philadel- 
phia businessman  and  the  founder 
and  controlling  stockholder  of  Com- 
cast Corp.,  the  nation's  fifth-lar,  -st 
cable  television  ct)mpany.  "I  told  hi n 


LEFT: 

QVC  phone 
operators 
ABOVE: 
Joan  Rivers' 
jewelry  catalog 
Instantaneous 
market  feedback 
and  inventory 
control. 


[Segel],  'Forget  everything  else  and 
jump  into  the  cable  merchandising 
business  with  both  feet,' "  recalls 
Roberts.  Comcast  bought  more  than 
1  million  shares  of  QVC  when  it  went 
public  in  1986. 

Early  on,  Segel  sought  to  diflferen- 
tiate  his  program  fi'om  the  aggressive 
hard-sell  format  adopted  by  Home 
Shopping  Network.  Qvc's  low-key 
hosts  prefer  talking  about  how  to 
operate  a  camcorder  or  bantering 
with  TV  personality  Joan  Rivers  about 
her  line  of  costume  jewelry,  qvc  fiir- 
ther  cuts  the  hype  by  not  telling  on-air 
hosts  how  many  of  the  items  have 
sold,  even  though  the  numbers  are 
posted  on  home  viewers'  teIe\ision 
screens.  "We  don't  want  [the  hosts] 
to  pep  it  up,"  says  Boyd. 

There  are  other  dift'erences.  Qvc:'s 
program  segments  have  themes — 
cooking  or  collectible  dolls,  for  in- 
stance— printed  on  schedules  in  ad- 
vance and  mailed  to  customers.  Ship- 
ping and  handling  charges  are  up  on 
the  screen;  hsn  doesn't  give  the 
charges  until  the  customer  places  an 
order.  Returns,  made  easy  with  return 
mailing  labels  included  with  ever\ 
order,  run  around  18%  annually. 

It  seems  to  work.  Analyst  Mark 
Riely   of  MacDonald   Cirippo   Ricly 


figures  that  QVC  should  surpass  hsn 
next  year  as  the  industry  sales  leader 
(exclusive  of  catalog  and  shipping). 
Boyd  says  60%  of  his  new  customers 
order  again. 

Segel  did,  however,  overextend  his 
company  in  1989,  when  qvc  paid 
$464  million  to  buy  another  shop- 
ping channel,  Cable  Value  Ner\\'ork, 
which  was  then  twice  the  size  of  QVC. 
Segel  boasted  that  sales  of  the  com- 
bined networks  would  hit  $1  billion 
by  1991,  with  operating  profits  of 
$120  million.  But  the  forecasts  ex- 
ploded in  his  face  as  the  two  channels 
struggled  to  merge. 

"It  was  like  a  boa  constrictor  swal- 
lowing an  elephant,"  says  Peter  Bar- 
ton, president  of  Liberty  Media 
Corp.,  a  QVC  director  and  former 
president  of  CVN.  Many  CVN  \iewers 
tuned  out  when  QVC  suspended  cvn's 
credit  and  installment  pay  plan.  Debt 
ballooned  to  $400  million  in  1990 
fi-om  $13  million  the  year  earlier,  and 
QVC  eventually  went  into  technical 
default  on  its  bank  loans.  QVC  posted  a 
$17  million  loss  in  1990. 

It  was  time  to  swallow  hard.  After  a 
few  months  Segel  brought  back  the 
in-house  credit  card  and  installment 
pay  plans.  To  pay  down  debt  qvc 
completed  a  3.25-million-share  sec- 
ondary offering  in  September  at  14% 
a  share.  This  enabled  the  company  to 
pay  off'half  of  a  costiy  $61. 3  million, 
18%  note  held  by  Liberty  Media.  Se- 
gel says  interest  saWngs,  at  least  $12 
million  a  year,  will  offset  the  dilution 
imposed  by  the  new  stock.  Falling 
back  in  lo^•e  with  qvc.  Wall  Street  has 
bid  the  stcxk  from  a  low  earlier  this 
year  of  3  per  share  to  a  12 -month  high 
of  17.  At  that  price,  Segel's  3%  of  the 
company  is  worth  $19.5  million. 

With  qvc  in  75%  of  the  country's 
54  million  cable-subscribing  homes, 
Segel's  challenge  is  to  steal  more 
shopping  dollars  from  the  stores.  The 
company's  first  outdcx>r  ad  campaign 
features  a  prominent  r\\o  word  mes- 
sage, "Go  home,"  with  a  qvc  logo 
and  copy  in  small  tN^x'  underneath.  It 
should  help  that  Segel  already  has  a 
head  start  on  the  stores  tor  Christmas; 
QVC  started  promoting  its  holiday  sale 
in  Inly.  If  Americans  can  indulge  their 
two  great  passii>ns  slu>pping  and 
watching  tele\ision — simultaneously, 
there's  no  telling  how  tar  Ii>c  Segel 
might  take  his  channel.  ^M 


166 


Forbes  ■  CX:u>bcr  28,  1  Wl 


Amencan  management  should  know  that 
capitalism  is  winning  in  China  too. 


Hvcrv'onc  thinks  the  communists  control  all  of  China.  Forbes 
August  5th  cover  story  says  they  don't.  In  Guangdong  province, 
the  political  lackeys  marched  out.  The  Avon  lady  marched  in. 
Along  with  Heinz,  General  Foods,  P&G  and  Hong  Kong  busi- 
nessmen. Now  people  gobble  up  Big  Macs?  Billboards  scream 
Lc\'i's.  Local  merchants  flaunt  portable  phones. 

ITie  auttxrrats  are  terrified.  They  can't  stop  the  shift  in  p<  )wer  from 
the  northern  bureaucrats  to  the  businessmen  in  the  South. 
Ultimately,  Hong  Kong  is  more  likely  to  control  Beijing  rather 
than  vice  versa. 

What  can  the  U.S.  do  for  the  cause?  Congress  should  stop 
trying  to  end  China's  most  favored  nation  status.  Which  would 
only  discourage  capitalism  and  bolster  the  communists. 


Forbes  reports  on  business  trends  in  parts  of  the  world  that 
others  may  take  for  granted.  Because  we  know  management 
depends  on  us  to  provide  them  with  penetrating  analyses  into 
ever\'  facet  of  business.  To  highlight  today's  trends.  And  forecast 
tomorrow's. 

This  kind  of  gutsy,  insightful  rejx)rting  brings  us  tar  more 
long-term  subscribers  than  either  Business  Week  or  Honune.  It 
also  attracts  advertisers.  Remarkably,  only  one  magazine,  a 
vvcekJy,  carried  nH>re  ad  pages  than  Forlxs   Ihat  uas  last  \tar 
Now  their  lead  is  down.  By  half        I^q  ailtS   No  StOfV 

So  nm  your  ads  in  Forbes.  The  **  * 

magazine  that  champions  the  cause 
of  capitalism. 


Forbes 

Capitalist  Ibol 


1991  BUSINESS  IN  THE  ARTS  AWARD  WINNERS 


nRSTTIME 


Affiliated  National  Bank  of  Greeley,  Greeley,  Colorado 

Fredrick  J.  Urbaska  Investments,  Billings,  Montana 

John  Hancock  Financial  Services,  Boston,  Massachusetts 

The  News-Journal  Corporation,  Daytona  Beach,  Flonda 

South  Carolina  National  Bank,  Columbia,  South  Carolina 

RETURN 


General  Mills,  Minneapolis,  Minnesota 

I.W.  Marks  Jewelers,  Inc.,  Houston,  Texas 

Pacific  Telesis  Group,  San  Francisco,  California 

DISTINGUISHED  ACHIEVEMENT 


Dayton  Hudson  Corporation,  Minneapolis,  Minnesota 

Metropolitan  Life  Insurance  Company 
and  Metropolitan  Life  Foundation,  New  York,  New  York 


cx)nsidi:r  an  invhsimhn  r  in  rm:  aris. 
c:i  I  anc:hs  ari:,  your  cx)MPi:'nrK)N  mas. 


An  investment  in  the  arts  brings  returns  that  any  business  would  treasure.  Things  like  increased  visibility. 
A  positive  public  image.  And  increased  sales.  For  the  companies  listed  abo\'e.  it  also  brought  national 
recognition  and  a  Business  in  the  Arts  Award  sponsored  by  the  Business  Committee  for  the  Ari.s  and 
FORBES  Magazine.  If  you'd  like  to  find  out  how^  this  investment  can  work  for  your  business  or  how  you 
might  become  a  winner  next  year,  give  us  a  call  at  (212)  664-0600.  Or  write:  Business  Committee  for  the 
Arts,  Inc.,  1775  Broadway,  Suite  510,  New  York,  New  York  10019. 


Business  Committee 
When  you  consider  the  return,  how  can  you  afford  not  to  invest?        I I  FOR  THE  ARTS.  INC. 
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Venezuela  has  what  may  prove  to  be  the  world's  richest 
oil  reserves.  Finally  its  politicians  are  beginning  to  allow 
private  capital  to  help  develop  those  reserves. 

A  Saudi  Airabia 
in  our  own 


backyard^ 


By  James  Cook 

So  PREVAILING  are  the  capitalist  winds 
blowing  across  Latin  America  these 
days  that  even  the  Venezuelans  are 
backing  away  from  their  longstanding 
hands-off-our-oil  policy.  In  Caracas,  a 
political  consensus  is  growing  that 
private  capital — foreign  as  well  as  do- 


mestic— should  be  allowed  to  help 
develop  the  countr\''s  enormous  en- 
ergy potential.  As  Venezuela  Presi- 
dent Carlos  Andres  Perez  explained  it 
last  month:  "The  oil  industry  is  so 
capital-intensive  that,  regardless  of 
our  theory  that  it  is  a  state  industrv'. 


Crude  production  at  Venezuela's  Lake  Maracaibo 

How  to  fund  tlio  country's  $48  billion  expansion  program? 


we  thought  it  should  be  opened  to  the 
private  sector." 

Note  the  pragmatic  tone  in  Andres 
Perez's  remarks.  Rich  in  hydrocarbon 
deposits,  Venezuela  is  one  of  the  half- 
dozen  countries  in  the  world  capable 
of  significantly  expanding  its  oil  pro- 
duction. But  since  nationalizing  its  oil 
industry  in  1976,  Venezuela  has 
steadily  lost  market  share  and  influ- 
ence in  the  international  oil  business. 

Between  1973  and  1987,  for  in- 
stance, its  production  of  crude  oil  slid 
from  3.4  million  to  1 .6  million  barrels 
a  day.  Production  has  since  increased, 
to  2.1  million  barrels  in  1990,  with 
2.3  million  a  day  so  far  this  year.  But 
even  so,  Venezuela  has  lost  valuable 
share  of  the  U.S.  import  market,  its 
most  important  market,  and  has 
watched  its  share  of  production  by  the 
Organization  of  Petroleum  Export- 
ing Countries  drop  by  more  than  half 
A  founding  member  of  OPEC,  Vene- 
zuela has  lately  been  relegated  to  the 
sidelines  as  decisions  about  oil  pro- 
duction and  quotas  were  set  largely  by 
the  political  and  economic  interests  of 
the  Middle  East  producers. 

The  fault  does  not  lie  with  Vene- 
zuela's national  oil  company,  Pctro- 
leos  de  Venezuela,  S.A.  In  terms  of 
management  and  eflliciency,  no  na- 
tionalized oil  enterprise  has  a  better 
reputation  than  pdvsa — "Pay-duh- 
r«v-suh,"  as  it's  known  locally.  Last 
year  the  company  generated  S23  bil- 
lion in  sales,  paid  S9.8  billion  in  taxes 
and  still  wound  up  with  a  SI  .3  billion 
net  profit  for  the  year. 

Unlike  Mexico,  say,  Venezuela  did 
not  meld  the  1 3  foreign  oil  companies 
it  expropriated  in  1976  into  a  conven- 
tional national  oil  company  charged 
with  providing  jobs  as  w  ell  as  produc- 
ing oil.  Rather,  Exxon's  Venezuelan 
operations  were  reconstituted  as  La- 
goven.  Shell's  as  Maraven,  while  1 1 
smaller  companies  were  combined  to 
form  Corpoven.  All  three  were  rolled 
into rn\s.\.  But \'enezuela's oil indus- 
tr\'  continued  to  be  operated  as  a 
commercial  and  autonomous  enter- 
prise, with  its  three  operating  arms 
competing  \igorc)usly  with  one  an- 
other. Interesting  to  note,  their  em- 
ployees were  specifically  not  ci\il  ser- 
vants, with  the  result  that  rD\s.\  gen- 
erates roughly  $450,000  in  sales  per 
employee.  That's  considerably  less 
than  Amoco's  $585,000  per  worker 
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but  miles  ahead  of  Petroleos  Mexi- 
canos,  which  generates  a  mere 
$11 5,000  per  worker. 

Venezuela's  relative  decline  among 
oil  producers  can  be  explained  by  tvi'o 
facts:  ( 1 )  Much  of  its  oil  is  heavy  and 
costly  to  extract  and  refine;  and  (2) 
when  prices  were  high,  Venezuela  cut 
back  production  to  conserve  its  re- 
sources rather  than  maximize  its  reve- 
nues. But  the  collapse  in  oil  prices  in 
the  early  1980s  began  changing  that 
way  of  thinking. 

Early  last  year  the  Venezuelan  gov- 
ernment approved  a  massive  $48  bil- 
lion, six-year  program  designed  to 
increase  production  by  57% — to  3.3 
million  barrels  a  day  by  1996  and 
between  4  million  and  5  million 
bbl./day  by  2000.  Also  in  the  plan  is  a 
fivefold  increase  in  petrochemical  re- 
fining; a  $3  billion  liquefied  natural 
gas  project  (in  partnership  with  Ex- 
xon, Shell  and  Mitsubishi);  and  a 
major  push  to  commercialize  its  vast 
reserves  of  very  heavy  oil  and  bitumen 
in  the  Orinoco  Basin. 

Traditionally,  the  heavy  and  extra- 
heavy  crudes  that  are  the  principal 
source  of  Venezuela's  expanded  pro- 
duction have  been  difficult  to  make 
much  money  on.  But  rnvsA  expects 
to  demonstrate  that,  with  new  tech- 
nology, Venezuela's  heavy  and  extra- 
heavy  crudes  can  even  be  processed 
inio  light  products  like  gasoline  on  an 
economic  basis. 

"  riiese  I  heavy  I  crudes  do  not  find 
markets  that  easily,"  says  Andres  St)sa 
i'ietri,  I'OVSa's  president,  "so  we  have 


to  refine  more  ourselves."  But  not 
just  in  Venezuela.  PDVSA's  foreign  re- 
fineries, acquired  over  the  last  few 
years,  now  process  only  64,000  bar- 
rels a  day  of  heavy  oil.  By  1996,  they'll 
be  running  about  350,000. 

Venezuela  has  proven  reserves  of 
around  59  billion  barrels,  the  sixth - 
largest  oil  reserve  in  the  world.  But 
the  country's  long-term  energy  fiiture 
depends  primarily  on  the  commer- 
cialization of  the  270  billion  barrels  of 
bitumen  locked  up  in  the  north  shore 
of  the  Orinoco  River.  One  of  the 
largest  petroleum  reser\'es  in  the 
world,  on  a  par  with  Saudi  Arabia's, 
the  Orinoco  Basin  alone  could  supply 
the  entire  world  with  oil  for  ten  years 
at  current  consumption  rates — if 
PDVSA's  researchers  could  figure  out 
how  to  efficiently  commercialize 
these  tarlike  bitumen  reserves. 

And  PDVSA  is  finally  beginning  to 
do  just  that.  By  combining  bitumen 
with  water  and  a  chemical,  pnvsA  has 
developed  a  new  liquid  fiiel,  trade- 
marked  "Orimulsion,"  that  is  de- 
signed to  supplant  coal  in  many  utility' 
markets.  With  markets  opening  up  in 
Britain,  Canada,  Italy  and  Elorida, 
PDVSA  plans  to  increase  production  of 
Orinu'lsion  from  30,000  bbl./dav 
crude  equivalent  to  700,000  by  1996. 
It's  only  a  first  step,  but  one  that  may 
one  day  lead  Pi~)VSA  intt)  refining  bitu 
men  into  light  products  like  gasoline. 

There  is  a  catch.  All  this  expansion 
costs  money,  and  money  is  not  some 
thing  that  Venezuela,  which  has  just 
emerged  from  the  worst  financial  cri 


Antagonists 
Andres  Sosa  Pietri 
(left)  and 
Celesttno  Armas 
In  a  power  grab 
Armas  asserted 
the  right  to 
review  PDVSA's 
decisions.  Sosa 
Pietri  balked, 
and  eventually 
Venezuela's 
president,  Carlos 
Andres  Perez, 
negotiated  a  truce 
between  the  two 
men.  But  will 
it  hold? 


sis  in  its  democratic  histor\',  has  a 
great  deal  of  Hence  the  decision  of 
the  countr\''s  politicians  to  open  the 
oil  industn'  to  private  capital. 

In  an  effort  to  finance  pdvsa's  am- 
bitions, the  Venezuelan  congress  has 
already  opened  petrochemicals  and 
55  marginal  oilfields  to  private  capital 
(though  Venezuela  retains  nominal 
control  over  the  oilfields ) .  This  fall  the 
congress  is  expected  to  approve  the 
$3  billion  liquefied  natural  gas  project 
PDVSA  hopes  to  develop  with  Shell, 
Exxon  and  Mitsubishi  off  the  north- 
east shore  of  Venezuela.  And,  ha\ing 
watched  the  impact  of  tax  cuts  on  the 
U.S.  in  the  1980s,  the  government  is 
even  attempting  to  encourage  foreign 
investment  by  cutting  income  taxes 
on  joint  ventures,  from  67.7%  to  30%, 
effective  this  tall. 

pp)\'Sa\s  Andres  Sosa  Pietri  can  envi- 
sion $11  billion  coming  from  various 
joint  ventures  in  pctrtxhemicals  and 
natural  gas.  povsa  itself  can  probably 
put  up  S30  billion  out  of  retained 
earnings.  But  from  where  will  the  rest 
of  the  fiinding  for  the  countn's  S48 
billion  expansion  program  come? 

In  C\iracas  these  days  one  hears  talk 
about  pledging  future  pnxluction 
against  new  foreign  Kuns,  i>r  offering 
supply  contracts  tor  cimu  entional  fuel 
if  foreign  oil  companies  commit 
themselves  to  heavv  oil  de\elopment. 
rn\SA  e\ecuti\es  talk  alx>ut  using 
project  financing  or  even  selling  equi- 
tv  to  the  public.  Whatever  options  are 
chosen,  it  is  clear  that  the  gtnernmeni 
is  serious  alx>ui  turning  to  the  pri\'atc 
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Van  Kampen  Merritt 


VAN  KAMPEN  MERRITT  INSURED  MUNICIPALS  INCOME  TRUST 


Build  tax-free  income 
on  a  solid  foundation. 


See  the  difference  tax-free  income  makes. 

The  Van  Kampen  Merritt  Insured  Municipals 
Income  Trust  deserves  a  second  look.  The  income 
it  delivers  every  month  is  free  from  federal 
income  taxes  (and  depending  on  where  you  live, 
state  and  local  taxes,  too.)  Bottom  line:  you  have 
more  money  to  spend  or  save. 

The  IM-IT  Trust  is  also  insured*  for  the 


prompt  payment  of  interest  and  principal  and  has 
a  regular  payment  schedule  for  easy  budgeting. 

Ask  your  investment  representative  for  a 
prospectus  containing  n\ore  complete  infoiniation, 
including  all  charges  and  expenses.  Please  read  it 
carefully  before  you  invest  or  send  nKMiey.  Or  call 
1-800-DIAL  VKM  ext.  1209. 


Van  Kampen  Merritt 


A  XbK(  )X  h mam  lol ServntwCimiiittiv 


Investing  with  a  sense  ofdirectiun* 


*The  terms  of  the  insurance  are  more  fully  described  in  Ihe  Trust  prospectus,  ik)  represenlatiiMi  is  made  as  lo  llie  insurers  ability  to 
meet  its  commitments  and  the  insurance  relates  oiily  to  tl»e  bonds  in  tlK>  Tru.st  and  ik)I  lo  the  units  offer»nl  Tl)e  insuraiKe  dties  not 
remove  market  risk.  The  principal  value  and  investinent  return  of  Trust  units  will  vary  with  market  coiKlitmns  Tlierefore.  the 
redemption  value  of  Trust  units  may  be  more  or  less  than  the  original  value.  ®  denotes  a  registered  trademark  of  \an  Kampen 
Merritt  Inc. 
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sector  for  help  in  reinvigorating  the 
industry.  And  well  it  should  be  seri- 
ous: Venezuela's  oil  industry'  provides 
24%  of  the  country's  gnp,  83%  of  its 
tax  revenues  and  86%  of  its  export 
earnings. 

Still,  not  everyone  in  the  country 
sees  things  Andres  Sosa  Pietri's  way.  A 
month  or  so  back,  he  found  himself  at 
loggerheads  with  Celestino  Armas, 
boss  of  Venezuela's  powerful  Minis- 
try of  Energy  &  Mines,  and  the  cur- 
rent president  of  opec.  In  a  power 
grab,  Armas  asserted  the  right  to  re- 
view pdvsa's  decisions  on  a  wide 
range  of  operating  matters.  Sosa  Pie- 


to  sustain  prices — and  if  it  does,  will 
Venezuela  comply.^ 

Andres  Sosa  Pietri  responds  to  such 
questions  cautiously.  "Today,"  he 
says,  "there  is  no  conflict  in  aims 
between  opec  and  what  we  want  to 
do  in  Petroleos  de  Venezuela.  What- 
ever OPEC  decides,  we  must  complv 
with." 

In  the  past  Venezuela  has  been  less 
inclined  than  other  opec  producers  to 
cheat  on  quotas.  In  recent  years,  how- 
ever, PDVSA  has  moved  downstream 
into  refining  and  marketing  on  an 
international  scale.  It  has  accom- 
plished this  by  making  a  series  of  small 


In  recent  years, 
PDVSA  has  bought 
downstream  as- 
sets, including 
Citgo  Petroleum 
Corp.,  the  U.S.' 
ninth-largest 
gasoline  marketer. 
Now  that  it  is  ver 
tically  integrated, 
the  national  oil 
company  is  less 
likely  to 
obey  OPEC's 
commands. 


tri  balked,  and  eventually  Venezuela's 
president,  Carlos  Andres  Perez,  nego- 
tiated a  truce  between  the  two  men. 
But  Sosa  Pietri  will  clearly  have  to 
proceed  in  his  expansion  plans  with  a 
wary  eye  out  for  Armas. 

Sosa  Pietri  must  navigate  another 
potentially  treacherous  conflict — be- 
tween Venezuela's  interests  and  those 
of  opec:.  Like  most  other  opec  coun- 
tries, Venezuela  has  been  producing 
nearly  all  out  since  the  Gulf  war.  But 
what  happens  next  spring  if  a  surplus 
of  oil  sends  crude  prices  tumbling.'  Or 
a  year  or  two  from  now  when  the  5 
million  barrels  of  lost  Kuwaiti  and 
Iraqi  production  begin  mo\ing  into 
the  market?  Will  oPEt  impose  quotas 


refinery  acquisitions  in  Germany, 
Sweden  and  Belgium,  and  large  ones 
in  the  U.S.,  where  it  has  bought 
various  refining  and  marketing  opera- 
tit)ns,  notably  C^itgo  Petroleum 
Corp.,  the  U.S.'  ninth-largest  gaso- 
line marketer. 

In  short,  pms.\  has  become  a  verti- 
cally integrated  oil  company.  It  now 
refines  more  than  80%  of  its  crude 
into  higher-margined  products  (ver 
sus  only  4v^%  15  years  ago),  thus 
V.  'pturing  additional  profit  per  barrel. 

And  therein  lies  a  potential  rub. 
With  Venezuela  now  supplying  80% 
of  its  refineries'  crude  needs  t)ut  of  its 
own  production,  it  is  hard  tt>  imagine 
pn\SA  bowing  to  orders  from  opec  to 


curtail  its  output  of  crude,  and  buying 
some  other  producer's  crude  to  feed 
its  refineries. 

All  of  this  has  important  implica- 
tions for  U.S.  energy-  polic>'  in  the 
decades  ahead.  The  Gulf  war  has 
transformed  opec;.  Backed  by  its  sf)c- 
cial  relationship  with  the  U.S.,  Saudi 
Arabia  is  now  calling  the  shots  in 
OPEC,  and  doing  so  with  uncommon 
arrogance.  "Nobody's  got  to  approve 
what  Saudi  /irabia  produces,"  the 
kingdom's  oil  minister,  Hisham 
Nazer,  reportedh'  told  his  fellow  opec 
oil  ministers  the  other  day.  Nazer  has 
made  it  abundantly  clear  that  Saudi 
Arabia  has  no  intention  of  cutting 
back  production  to  make  room  for 
Iraq  and  Kuwait.  It  may  prove  equally 
intransigent  in  defending  its  domi- 
nant share  of  the  U.S.  import  mar- 
ket— a  position  it  assumed  at  Vene- 
zuela's expense  in  the  Seventies. 

Yet  the  bulk  of  pdvsa's  expanded 
output  of  crude  and  refined  product  is 
targeted  at  the  U.S.  markets.  Only  4 
days  away  by  sea  fi-om  the  U.S.'  Gulf 
Coast,  versus  30  days  fi-om  Saudi 
Arabia,  Venezuela  has  always  \iewed 
the  U.S.  as  the  natural  market  for 
most  of  its  output.  U.S.  producers, 
however,  have  previously  vie\Ned 
Venezuela  as  a  low-cost  competitor 
and  ha\e  done  their  best  to  keep  its 
crude  out  of  the  market. 

U.S.  politicians  are  now  again  talk 
ing  about  imposing  oil  import  fees  to 
protect  the  domestic  industr\-.  This 
w  ciuld  give  Saudi  .\rabia,  with  its  un- 
commonly low  drilling  and  recover)' 
costs,  a  considerable  competitive  ad- 
vantage, and  hurt  higher-cost  \'ene 
zuelan  oil. 

Is  this  intelligent  polio'?  Henr\ 
Schuler,  director  of  the  energ>'  securi- 
t>'  program  at  Washington's  Center 
for  Strategic  &  International  Studies, 
doesn't  think  so.  "Although  Riyadh 
still  appears  to  be  willing  to  assert  its 
unri\aled  oil  power  in  a  way  that 
accommodate.-.  Washington's  eco- 
nomic and  commercial  interests," 
savs  Schuler,  "it  wmild  Ix*  irresponsi- 
ble to  predict  that  w  ill  gi>  on  forever." 
Better,  he  thinks,  to  encourage  rcia 
ti\elv  dependable  Wne/uelan  .sup- 
plies. .Assuming  \'ene/uela's  pt)liti- 
cians  continue  to  open  up  their  oil 
industrs  to  private  investors, 
wouldn't  a  relatively  stable  supplier  in 
our  in\  n  backvard  make  sense?       WM 
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Beth  Williams  Knows  How  To  Raise 
Her  Standard  Of  Travel  Without 
Raising  Her  Travel  Costs. 


Now  Where  Do  You  Suppose 
Shed  Rent  a  Car? 


Budget.  Because  someone  as  travel-sawy  as  Beth  Williams  tions  are  required.  Car  must  be  retumed  to  renting  location, 

knows  that  as  an  American  Express®  Cardmember,  she  gets  where  normal  rental  requirements  apply  Offer  is  subject  to 

a  free  upgrade  to  the  next  car  class  v\'hen  she  reserves  a  availabilit)'  and  may  not  be  a\'ailable  at  all  locations  at  all  times, 

compact  or  midsize  car  v\ith  Budget.  And  you  can,  too.  The  Not  available  in  conjunction  with  an)'  other  discount  or  pro- 
Budget  and  American  Express®  Card     h  =n  ^notion.  Offer  expires  December  51, 
free  upgrade  is  available  at  participat- 
ing locations.  Please  mention  offer  at 
time  of  reservation.  Advance  reserva- 


Free  Upgrade. 

One  air  d(i^:>from  tompnd  or  niuhi/c 
K.vdii-sivt'li/  wiwn  you 

ihar(j(  wilh  your 
Amcnam  Expre:>:>Cim 


1991.  For  information  or  reservations, 
call  your  tra\'el  consultant  or  800- 
527-0700  and  ask  for  PROMAK 


THE  SMART  MONEY  IS  ON  BUDGET 


■EXBeESS 


Don't  leave  home  without  it* 


Wr  feature  Lncdn-Memir)'  and  other  fine  car. 


Samuel 
Goldwyn  Jr. 
"It's  going 
to  stay  a 
conservative 
company." 


At  an  age  when  most  people  slow  down,  Hollywood's 
Sam  Goldwyn  Jr.  is  just  getting  into  his  stride.  After  all, 
his  famous  father  lived  well  into  his  90s. 

Like  father, 
like  son 


By  Kathryn  Harris 

Samuel  Goldwyn,  the  movie  mogul, 
lived  to  be  94  and  produced  over  80 
films,  including  the  classics  Wuther- 
ing  Heights,  Guys  and  Dolls  and  The 
Best  Tears  of  Our  Lives.  His  Goldwyn- 
isms — such  as  "include  me  out" — 
were  as  legendary  as  his  films. 

Goldwyn's  son,  Samuel  Jr.,  thtnigh 
overshadowed  by  his  father,  has  been 
a  succcssfiil  movie  producer  in  his 
own  right  (Mati  With  the  Gun,  Cotton 
Comes  to  Harlem).  He  has  handled 
the  theatrical  distribution  for  nearly 


60  contemporar)'  films  in  the  past 
decade,  and  produced  or  cofinanced 
8  movies,  including  Mystic  Pizza  and 
Prayer  for  the  Dyinjj. 

Goldwyn  Jr.  seems  as  durable  as  his 
dad.  At  65  he  is  about  to  take  his 
privately  held  Samuel  Goldwyn  Co. 
public  by  acquiring  a  mo\ie  theater 
company.  By  the  end  of  this  month 
Goldwyn  is  expected  to  close  on  a  deal 
to  acquire  ailing  Heritage  Kntertain 
ment  Inc.,  which  filed  Chapter  1 1 
nearly  a  year  ago.  The  allure:  a  Heri 


tage  subsidiary'  that  operates  42  spe- 
cialty' mone  houses,  including  6 
owned  by  GoldwNTi  aflliliates. 

Goldwyn  first  invested  in  a  moue 
house  back  in  1985,  when  he  needed 
an  oudet  for  first-run  films  in  Los 
Angeles.  From  the  stan,  the  four- 
screen  Samuel  Goldwyn  Pa\ilion  Cin- 
emas has  been  managed  by  Landmark 
Theatre  Corp.,  a  Los  .\ngeles  compa- 
ny acquired  by  Heritage  in  1989.  Still 
intact  is  the  Landmark  management 
team,  headed  by  Stephen  Gilula,  who 
cofounded  the  company  in  1974  and 
will  continue  to  run  the  theater  diN-i- 
sion  for  GoldwNTi. 

Goldwyn  will  assume  Hcntages 
bank  debt  of  SI  2. 5  million,  and  issue 
S9.5  million  in  GoldwxTi  stock  and 
warrants  to  Heritage's  shareholders 
and  unsecured  creditors.  Goldw\-n 
will  emerge  as  a  publicly  traded  com- 
pany valued  at  aKnit  $11~  million, 
with  over  87%  in  family  hands. 

The  deal  represents  a  kind  of  for 
ward  integratii>n  for  the  Cnildwyn 
company.  Its  releases  like  Grcjtory's 
Girl,  Klaits  Barbie  and  Henry  V'arc 
nurtured  in  the  kinds  of  specialty' 
movie  theaters  that  Cn^ldwyn  is  ac- 
quinng.   The   acquisition   assures  a 
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Communications:  One  of  the  great  strengtlis 

of  the  Great  Lakes  region. 


The  Great  Lakes  region  is  home  to  25%  of  America's 
Fortune  500  U.  S.  companies,  is  the  commodities  trading  center 
jof  the  world,  and  has  more  newspapers  and  computer  sites  than 
any  other  region  in  the  country.  How  do  more  than  12  miihon 
businesses  and  homes  in  this  information-intense  region  keep 
communications  flowing?  By  relying  on  Ameritech. 

The  communications  needs  of  the  Great  Lakes  region  are 
among  the  most  demanding  in  the  country.  That's  why  we  always 
stay  a  step  ahead,  anticipating  those  needs  and  creating  better 
ways  to  serve  and  satisfy  our  customers.  We  put  the  first  mobile 
phone  system  in  the  U.S.  into  operation,  we  have  the  largest 
voice  messaging  network  in  the  country,  and  we  currently  have 
two  fiber  optic  tests  in  market  for  new  technology  that  will  lead 
the  way  in  bringing  the  information  age  to  the  home. 

Solutions  that  work:  We  know  it's  our  commitment 
to  successful  innovation  that  has  helped  our  company  reach  $10 
billion  in  revenues.  Since  divestiture,  Ameritech  has  led  all  the 
other  regional  Bell  companies  in  recording  the  highest  return  to 
equity,  16.3%  last  year.  The  Great  Lakes  region  and  Ameritech 
continue  to  thrive  together. 

For  a  copy  of  our  Annual  Report  or  other  information,  call 
Ameritech  Investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameritech: 

Illinois  Bell 

Indiana  Bell 

Michigan  Bell 

Ohio  Bell 

Wisconsin  Bell 

Ameritech  Audiotex  Services 

Ameritech  Credit 

Ameritech  Development 

Ameritech  Information  Systems 

Ameritech  International 

Ameritech  Mobile  Communications 

Ameritech  Publishing 

Ameritech  Services 

The  Tigon  Corporation 

JsMERiTECH 
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continued  outlet  for  the  films  and 
provides  a  base  for  expansion.  The 
mov  ic  houses,  in  Los  Angeles,  Seattle, 
Milwaukee  and  14  other  cities,  gener- 
ate over  $30  million  in  cash  flow, 
which  should  help  ease  volatility  in 
the  company's  earnings.  Goldwyn's 
net  income  was  a  scant  $76,000  on 
revenues  of  $49  million  for  the  fiscal 
year  ended  Oct.  31,  1990,  compared 
with  net  income  of  $2.6  million  on 


revenues  of  $32  million  in  1986. 

Few  of  Goldwyn's  films  are  for  the 
mass  market.  Critics  say  he's  missed 
some  opportunities  to  cash  in  on  po- 
tential hits  like  Mystic  Pizza  and  La 
Femme  Nikita  by  not  distributing 
them  more  widely.  Mystic  Pizza  boost- 
ed the  career  of  actress  Julia  Roberts 
but  grossed  less  than  $  1 3  million  at  the 
box  office.  Goldwyn  says  he  pushed 
those  films  as  far  as  he  could. 


Stephen  Gilula, 
president  of  Land- 
mark Theatre  Corp. 
Since  the  1974 
purchase  of  the 
Nuart  in  Los  An- 
geles, Landmark 
has  become  the 
nation's  biggest 
operator  of  spe- 
cialty movie 
houses. 


BELOW: 
"Wuthering 
Heights" 
The  elder 
Ck>ld«vyn 
produced  the 
1939  classic  sta^ 
ring  Laurence 
Olivier  and 
Merie  Oberon. 


That  Goldwyn  makes  money  at  all 
in  this  restricted  market  is  something 
of  an  accomplishment.  His  company 
has  posted  a  profit  in  four  out  of  five 
years.  One  reason  is  that  Goldv\yn 
watches  costs  carefiiUy — a  rare  quality 
in  Hollywood.  He  says  no  film  budget 
he  has  been  involved  in  has  exceeded 
$8  million  unless  the  company  has 
found  financial  partners. 

Goldw)'n  operates  fi-om  a  five-story 
office  building  near  Centun'  City, 
with  just  97  fiill-time  employees. 
Meyer  Gottlieb,  a  former  Price  Wa- 
terhouse  accountant  and  Goldwyn 
business  associate  for  16  years,  ser\'es 
as  president  and  chief  operating  offi- 
cer. As  an  example  of  the  Goldwyn- 
Gottiieb  caution,  the  pair  allowed 
themselves  to  be  outbid  in  1980  by 
Warner  Bros. — now  Time  Warner — 
for  Golduyn  Sr.'s  Hollx-wood  studio. 
Goldwyn  has  no  regrets.  The  facility 
would  have  become  a  burden,  he  says, 
owing  to  the  shift  to  location  filming 
and  frequent  cancelation  of  TV'  series. 

The  two  men  worked  to  capitalize 
on  Goldwyn  Sr.'s  film  librar\',  then 
began  acquiring  contemporan'  films 
for  distribution.  Goldwyn  now  has 
distribution  rights  to  over  350  mov- 
ies, and  will  gain  another  122  with  the 
Heritage  acquisition,  along  with  such 
TV  series  as  Flipper  und  Gentle  Ben. 

In  TV,  Goldwyn  hopes  to  deliver 
one  new  series  annually  for  the  inde- 
pendent television  market,  in  the 
wake  of  its  success  with  American 
Gladiators,  an  action/game  show  in 
its  third  season.  It  is  generating  more 
than  $10  million  in  annual  revenues; 
the  T\'  licensing  of  GoldwATi  Sr.'s 
movies  still  brings  in  at  least  S2  mil- 
lion annually. 

Backed  by  a  $90  million  line  of 
credit  from  Bank  of  America — long 
his  father's  banker — and  secure  in 
control  of  the  Landmark  mo\ie 
houses,  Goldwyn  plans  to  increase  his 
production  and  distribution  of  widc- 
rclcasc  films.  His  current  effort,  Lii'iw ' 
luirjfely  is  taring  pcx>rly  despite  its 
release  in  800  theaters.  Still  Goldwyn 
says  he'll  keep  his  new  film  budgets 
under  $10  million:  "It's  going  to  stay 
.1  ci>nscr\ative  company."  The  big 
Christmas  relca.se.'  Madame  Bovary. 

Gtildwyn  Sr.  was  something  of  a 
maverick  as  well  as  a  lx\Kon  of  gtxxi 
taste  in  a  trequently  tasteless  business. 
Like  father,  like  son.  ^ 
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Feast  Or  Famine? 


The  future  of  the  economy  is  a  meaty  issue. 
Some  still  see  recession.  Others  see  resurgence. 
But  what  you  see  is  not  always  what  you  get 
Unless  you  get  Financial  World.  We  go 
beyond  the  bottom  line  to  read  between 
the  lines.  We  examine  the  corporate, 
strategic  and  financial  decisions  of 


today,  and  analyze  their  impact  on  tomorrow. 
It's  in-depth.  It's  insightful.  And  it's  a  must 
read  for  a  host  of  big  fish.  In  fact,  over  40%  of 
the  executives  who  read  America's  Oldest 
Business  Magazine  are  CEOs  or  CFOs.  So  dig 
into  Financial  World  every  two  weeks. 
We  put  the  gut  issues  on  the  table. 


READING  BETWEEN  THE  LINES 


REGIONS 


NUMTSWtU,  TEXAS 


!n  most  places,  rising  lawlessness  is  bad  news. 
Not  in  Huntsville,  Tex. 

The  town  where 
crime  pays 


By  William  P.  Barrett 

Murderers,  rapists,  robbers,  bur- 
glars, drug  offenders:  Tiny  Hunts- 
ville, Tex.  has  thousands  of  them. 
Damn  good  for  business,  too. 

That's  because  Huntsville's  basic 
industry  is  criminal  justice.  Within  its 
borders:  four  state  prisons,  the  giant 
Texas  prison  system's  central  admin- 
istration and  the  world's  largest  crimi- 
nal justice  school.  Throw  in  the  coun- 
ty jail,  a  half-dozen  or  so  law  enforce- 
ment agencies,  defense  attorneys, 
judges,  bail  bond  outfits 
and  the  tourists  drawn  to  all 
this,  and  you  start  to  get  the 
fiiU  picture:  Huntsville  is 
the  town  where  crime 
pays. 

Situated  70  miles  north 
of  Houston  in  the  East  Tex- 
as woods,  Huntsville  has 


about  23,000  residents  who  aren't  in 
the  slammer.  Some  6,200  prisoners 
are,  more  than  in  almost  any  other 
small  city  in  the  country.  Another 
4,200  inmates  reside  in  two  other 
state  prisons  just  outside  town.  Pris- 
oners require  guards,  cooks,  supervi- 
sors and,  every  three  months  or  so  in 
Texas,  an  executioner.  Quite  a  multi- 
plier factor  so  far  as  local  employment 
is  concerned.  Way  over  half  the  local 
economy  can  be  traced  to  criminal 
justice. 

Given  the  state  of  crime 
in  the  nation,  Huntsville  is 
prospering.  The  local  un- 
employment rate  of  3.5%  is 
barely  half  the  state's  6.3% 
and  the  national  average  of 
6.5%.  A  relatively  tight 
housing     situation     keeps 


X 

TDC 

Release 
CHECKS 


A  direct  beneficiary  of  crime 
One  of  the  first  si^s  to  greet 
newly  released  prisoners. 


ABOVE: 
"Old  Sparky" 
RIGHT:  The  Walls 
Surrounded  by 
homes  just  off 
Huntsville's 
main  square. 


rents  and  property'  values  surprisingly 
high  for  small -town  Texas.  Even 
though  most  felons  aren't  allowed  to 
vote,  prisoners  are  counted  as  Hunts- 
ville residents  in  census  tallies,  gi\ing 
the  city  extra  representation  in  the 
state  legislature. 

By  far  the  biggest  local  employer 
(annual  payroll,  $125  million)  is  the 
Texas  Department  of  Criminal  Jus- 
tice, which  operates  the  6  state  prisons 
around  Huntsville  and  29  others 
statewide.  The  department  has  5,300 
employees  in  the  Hunts\-illc  area — 
triple  the  staffing  of  a  decade  ago, 
thanks  to  more  prisoners  and  court- 
ordered  starting  increases.  The  work 
force  includes  250  higher  paid  ad- 
ministrators who  oversee  a  statewide 
prison  budget  of  $700  million.  The 
liighest  paid:  F.xecutivc  Director  Jim 
l.ynaugh  (annual  salary,  $90,780), 
who  lives  rent-free  in  a  grand,  inmate- 
built  mansion. 

Huntsville  has  been  profiting  fttim 
crime  since  1849.  That's  when  Texas 
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opened  its  first  prison  on  a  99-acre  site 
purchased  for  $493.  Opening  day  saw 
three  prisoners:  a  horse  thief,  a  cattle 
rustler  and  a  killer.  The  city  basically 
developed  around  its  prison  nucleus. 
The  oldest  prison  unit  and  the  symbol 
for  the  entire  system  is  nicknamed 
"The  Walls"  for  its  forbidding,  25- 
foot-high  brick  facade.  It's  just  two 
short  blocks  east  of  the  main  square 
on  a  hill  in  a  residential  neighbor- 
hood. The  prison  administration 
headquarters  is  across  the  street. 

A  few  blocks  to  the  south:  the 
block-long  Criminal  Justice  Center  at 
Sam  Houston  State  University.  No 
surprise  the  facility,  which  includes  a 
196-bed  hotel,  resembles  The 
Walls — inmates  built  both.  About 
1,400  students,  11%  of  Sam  Hous- 
ton's total  enrollment  and  many  of 
them  prison  employees,  pursue  crimi- 
nal justice  degrees,  including  the  uni- 
versit>''s  only  doctoral  program.  In 
addition,  18,000  law  enforcement 
personnel  attend  continuing  educa- 


tion programs  each  year. 

Crime  benefits  Huntsville's  econo- 
my in  other  ways,  too.  Local  banks 
hold  $10  million  in  prison  system 
deposits.  Ten  motels  thrive  on  the 
many  visits  fi-om  salespeople  seeking 
prison  business  and  family  members 
coming  to  meet  incarcerated  relatives. 

The  70  or  so  prisoners  released 
ft-om  The  Walls  every  day  are  given 
$200  apiece  in  "gate  money" — more 
than  $5  million  a  year.  Probably  half 
gets  spent  before  they  leave  town, 
buying  a  beer  or  two,  clothing  at 
places  like  Bustin'  Lxxjse  Mens  Wear 
and  one-way  transportation,  usually 
to  Houston  or  Dallas.  Then  there's 
the  hot  competition  for  moving  the 
former  prisoners  out  of  town.  Grey 
hound  relcKated  its  bus  station  near 
the  prison.  A  squad  of  private  van 
owners  parks  outside  to  offer  slightly 
more  expensive  rates — but  straight  to 
the  inmate's  home. 

Unfortunately,  not  everyone  leaves 
town.  Police  Chief  Hank  Hckhardt 


says  a  rising  drug  problem  may  be 
pardy  caused  by  released  inmates  who 
elect  to  stay  in  Huntsvillc.  Then  there 
is  the  image  problem  of  trying  to  spur 
economic  development  in  a  town  that 
turns  up  in  the  news  only  after  execu- 
tions or  jailbreaks.  Perhaps  wisely, 
civic  leaders  recendy  scrapped  an  "es- 
cape to  Huntsvillc"  theme. 

But  hey,  business  is  business.  Tour- 
ist guides  include  a  driving  tour  map 
of  area  prisons.  One  store  in  an  ex- 
lockup  calls  itself  the  Ole  Jailhouse. 
Huntsville's  newest  tourist  attraction 
is  the  Texas  Prison  Museum,  housed 
in  a  busted-bank  building  on  the  main 
square.  Visitors  can  view  "Old  Spar- 
ky," the  retired  Texas  electric  chair, 
and  rifles  wielded  bv  Bonnie  and 
Clyde.  "Get  to 
know  the  charac 
ters  of  the  past, 
on  both  sides  of 
the  bars,"  its  fly 
ers  say.  Sounds 
about  right.    ^ 
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Reacy  to  give  some  money  to  charity?  At  this 
time  of  year  you  may  be  feeling  generous. 
But  don't  touch  that  wallet!  Before  you  shell 
out  another  dollar,  take  a  look  at  how  your 
favorite  charity  spends  your  money. 

Charity 
checklist 

By  James  Cook 


Direct  public  support 
$million  as  %  of 

total 
revenue 


$288 

20% 

282 

79 

214 

79 

176 

98 

153 

70 

152 
138 
137 
136 
124 


40 
98 
98 
51 
88 


108 

91 

93 

99 

88 

86 

87 

88 

79 

40 

78 
75 
73 
70 
64 


86 
89 
89 
112' 
67 


63 

39 

61 

97 

58 

96 

55 

53 

55 

84 

53 
52 
50 
46 
42 


98 
57 
44 
94 
86 


Organization 


American  National  Red  Cross^ 
American  Cancer  Society  (GroupP 
United  Jewish  Appeal  of  New  York 
United  Way  of  Tri-State 
Nature  Conservancy 

Shriners  Hospital  (National)^ 
World  Vision  Inc^ 

Institute  of  International  Education 
American  Heart  Association  (Group)^ 
Campus  Crusade  for  Christ  (IntI  HQ}^ 

Muscular  Dystrophy  Association 
United  Way  Crusade  of  Mercy  (Chicago) 
Christian  Children's  Fund 
March  of  Dimes  Foundation  (Group)^ 
Metropolitan  Museum  of  Art  (NY) 

American  Lebanese-Syrian  Associated  Charities^ 

Jewish  Federation  Council  Greater  LA 

Billy  Graham  Evangelistic  Association 

Covenant  House  (National)* 

Rotary  Foundation  of  Rotary  International 

Christian  Broadcasting  Network 
United  Way  National  Capital  Area 
United  Way  Southeastern  Michigan 
Educational  Broadcasting  Corp 
Disabled  American  Veterans^ 

United  Way  Southeastern  Pennsylvania 
Lincoln  Center  for  the  Performing  Arts 
Metropolitan  Opera  Association 
Mothers  Agamst  Drunk  Drivmg 
United  Negro  College  Fund 


Program 

Fundraising 

commitment 

efficiency 

index* 

indext 

(%) 

(%) 

89% 

92% 

42 

82 

85 

91 

96 

98 

73 

88 

95 

100 

70 

79 

97 

100 

79 

76 

85 

92 

67 

79 

93 

95 

82 

88 

53 

88 

92 

98 

'        79 

78 

84 

89 

86 

95 

23 

78 

87 

90 

77 

76 

91 

93 

90 

93 

75 

74 

70 

65 

2 

93 

89 

98 

88 

84 

70 

75 

75 

78 

•Program  services  at  •  percent  of  total  expenses,    t Percent  of  direct  pobltc  support  remaining  after  fundraising 
'Fiscal  1989.     Tisco     991      »Data  from  financial  report     'Exceeds  100  t>ecause  of  accounting  tor  extraordinary 
loss.    ^Unconsolidated  o.-.'.a  M  national  and  affiliated  groups  may  skew  results    "Ooes  not  include  organiHtions  with  no 
fundraising  costs. 


Despite  the  media  chatter  about 
greed,  Americans  are  generous  peo- 
ple. Last  year  they  contributed  SI 23 
billion  to  an  endless  array  of  commu- 
nity' and  charitable  acti\ities — health 
research,  art  museums,  protecting  the 
environment,  inhibiting  drunk  driv- 
ing. This  on  top  of  the  huge  amounts 
they  contribute  to  social  w  elfare  pro- 
grams through  their  taxes. 

It's  well  known  that  governments 
are  inefficient  users  of  this  money, 
wasting  much  of  it  on  bureaucrao'. 
How  about  the  private  pro  bono  or- 
ganizations? How  efficient  are  they? 
In  fact,  they  var\'  all  over  the  lot.  Most 
.\mericans  are  astonishingly  indiffer- 
ent to  how  effecti\  ely  charitable  orga- 
nizations use  the  money  that  comes 
their  way.  The  organizations  them- 
selves are  no  better.  .\s  they  tend  to 
see  it,  the  righteousness  of  their  cause 
assures  the  integrit>  of  their  conduct, 
and  an\onc  w ho  suggests  othervsisc 
had  better  watch  out. 

With  the  prime  giving  season  com 
ing  up,  this  list  is  an  attempt  to  pro- 
vide a  prospecti\e  donor  with  some 
statistical  guidance  in  assessing  the 
commitment  and  efficienc>  of  127  of 
the  U.S.'  leading  charitable  and  cul 
rural  organizations.  The  statistics  arc 
imperfect,  but  not  so  imperfect  that 
they  don't  throw  up  some  warning 
signals. 

Take  the  American  Heart  Disease 
Prevention  Foundation  of  Fairfax, 
\'a.  Only  5%  of  the  nearly  S4  million  it 
raised  last  \car  went  to  the  programs 
for  w  hich  the  group  w  as  organized.  A 
huge  ^0%  went  to  the  costs  t>f  fund- 
raising.  This  includes  15%  in  profes- 
sional fundraising  fees,  18%  in  pt>st- 
agc  and  shipping,  and  15%  to  buy  or 
rent  maiiini;  lists. 
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RoD^ft  Montgome'»  jnd  Pj 


>  been  said  our  nation 
has  no  royalty  to  gossip  about. 
Palaces  to  ogle  over. 
Chariots  to  drool  over. 
Jewels  to  faint  over. 
You've  never  been  to  Hollywood? 


UB 


THE  ENTERTAINMENT  MAGAZINE 


'  r^iblic  support 
.»-!  as  %  of 

Mai 


dganizabon 


Program 

commitment 

index* 

(%) 


30  77  Combined  Jewish  PtiilarrthrofHes  (Boston) 

29  68  Jewish  Community  Federation  of  Cleveland 

28  11  Smithsonian  Institution 

28  91  Fostef  Parents  (Ptan  Intefnatiooa!  [iSKjp 

25  24  WGBH  Educational  Foundation 

24  37  March  of  Dimes  Foundation  (National)^ 

23  21  Art  Institute  of  Chicago 

23  57  Father  Flanapn's  Boys  Home* 

23  51  Planned  Parenthood  Federation  of  America* 

22  78  American  Friends  Serrice  Committee 


65 
67 
82 

64 
75 


Fundraisine 
efficiency 

Mat 


S^l 

46% 

Save  the  Children  Federation 

84% 

83% 

41 

62 

Jewish  Communal  Fund  of  New  York 

99 

100 

38 

17 

Cattvlic  Relief  Services 

92 

87 

35 

76 

Project  Hope  (People-to-Peopte  Health  Fndn) 

90 

93 

35 

80 

Greenpeace  USA'  * 

55 

74 

33 

20 

New  York  Public  Ubrary 

89 

86 

32 

79 

Compassion  Irrtemationai 

84 

89 

32 

93 

Jewish  Welfare  Federation 

88 

91 

31 

11 

CARE 

92 

59 

30 

75 

National  Merit  Scholarship  Corp 

97 

98 

83 

94 

87 

94 

% 

87 

76 

84 

79 

71 

64 
86 
72 
72 
88 


22 

47 

United  States  Olympic  Committee 

80 

75 

22 

82 

Music  Center  of  LA  County^ 

87 

91 

22 

84 

North  Shore  Animal  League 

64 

67 

22 

78 

The  Associated  Jewish  (Baltimore)* 

92 

93 

21 

37 

City  of  Hope 

75 

75 

21 

73 

United  States  Committee  for  UNICEP 

13 

75 

20 

91 

Statue  of  Uberty-Ellis  Island  Foundation 

85 

85 

20 

32 

John  F  Kennedy  Center 

70 

86 

20 

99 

Amnesty  Intematiooal  of  the  USA 

66 

71 

18 

36 

Cystic  Fibrosis  Foundation  (Group)^  * 

30 

89 

17 

84 

Trust  For  Public  Land 

83 

% 

17 

29 

Museum  of  Modem  Art  (NY) 

85 

94 

17 

15 

The  New  York  Community  Trust 

87 

98 

16 

51 

Leukemia  Society  of  America  (Group)* 

43 

81 

16 

83 

St  Labre  Indian  SchooF  2 

73 

84 

16 

21 

Museum  of  Fine  Arts  (Boston) 

44 

95 

16 

20 

National  WikJIife  Federation* 

86 

70 

15 

19 

Natiorul  Gallery  of  Art 

59 

% 

13 

35 

National  Audubon  Society* 

72 

78 

13 

42 

Arthritis  Foundation  (NatJonalTs 

69 

75 

3 

87 

Environmental  Defense  Fund 

78 

80 

2 

16 

National  Benevolent  Association  (Disciptes) 

89 

74 

2 

42 

Special  Olymptcs  IntematKxial* 

70 

69 

2 

97 

Oxfam- America 

76 

83 

1 

20 

New  York  Zookigical  Society 

90 

78 

11  16  Colonial  Williamsburg  Foundation'  71  79 

11  29  Sierra  Club^  66  54 

10  16  American  Museum  of  Natural  History  83  91 

10  97  American  Civil  Liberties  Union  Inc'  *  22  84 

9  78  American  Civil  Liberties  Union  Foundation'  *  71  93 

'Program  sernces  as  a  perceni  ol  total  eipenses.    IPerooit  of  dnd  puMc  support  reinara«  after  Uin(km*%. 
'1989fiscal.    'l99lftscM.    ^Data from tminaal report.   *Eneds  100 because o( accaurAne tor aftaafttiwy lass. 
HJnconsolKtated  Ma  of  nabonal  and  affiialBd  vojps  may  shew  resuRs.   *Does  not  mciiide  iipwiirtwi  «ai  no 
funkasinK  costs. 


Most  Americans  arc  aston- 
ishingly indifferent  to 
how  effectively  charitable 
organizations  use  the 
monej'  that  conies  their 
way.  The  organizations 
themselves  are  no  better. 
As  the\'  tend  to  see  it,  the 
righteousness  of  their 
cause  assures  the  integri- 
ty of  their  conduct. 


Our  point  is  this:  Since  you  proba- 
bly have  only  a  finite  amount  of  mon- 
ey to  give  to  worthy  causes,  you  ought 
to  know  which  among  them  will  use 
your  money  most  effectively.  Hence 
these  tables. 

If  you  feel  you  need  to  know  more, 
there  are  two  organizations  that  were 
created  to  ass^css  charitable  manage- 
ment: the  Council  of  Better  Business 
Bureaus'  Philanthropic  Ad\isor\'  Scr- 
\ice  in  Arlington,  Va.  and  the  Nation- 
al Charities  Information  Bureau  in 
New  York  Cit\'. 

Arranged  in  order  of  revenues  di- 
rectly supplied  by  the  general  public, 
the  Forbes  list  provides  r«o  basic 
indexes.  The  first  is  a  Program  Com- 
mitment Index:  How  much  of  the 
total  funds  that  an  organization 
sp>ends,  including  funds  from  various 
other  sources,  goes  to  doing  the  job 
for  which  the  organization  was  creat- 
ed. So  a  prospective  donor  may  ask, 
how  come  the  American  Cancer  Sod- 
et\  ( Group )  commits  only  42%  of  its 
spending  to  program  scnices?  Why 
does  the  Leukemia  Societ\-  of-\mcrica 
(Group)  commit  only  43%  or  Cove- 
nant House  23%r 

There  may  be  reasons  for  a  low 
commitment  ratio,  not  the  least  of 
which  is  that  affiliated  groups  may  be 
kicking  funds  up  to  the  national  orga- 
nization, as  the  Cancer  Society's  local 
affiliates  arc.  Or,  \icc  versa,  the  na- 
tional organization  ma>  be  tundrais- 
ing  for  its  gn>ups,  as  in  the  case  of  the 
American  Diabetes  .\sstviation  (Na 
tu>nal).  Such  special  cases  aside,  the 
Philanihn>pic  Ad\istw>'  Service  con- 
siders 50%  as  an  abst>lutc  minimum 
acceptable  ratio  of  mmmirnicnt  to 
total  receipts. 

ITie  second  measure  is  an  Ktficicn 
c>   Index:  How   much  of  the  funds 
raised  fTi>m  the  general  public  arc 
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You  don't  have  to  be  a  millionaire 

to  vacation  in  Forbes'  island  paradise 


Many  who  vacation  on  Laucala  Island  in  the  Fijis 
are  millionaires.  So  it  isn't  the  attractive  cost  that 
entices  the  rich  and  famous  to  this  famed  idyllic 
retreat  of  the  late  Malcolm  Forbes.  It's  the  exclusivity. 
The  privacy. 

Scnall  wonder  that  one  of  today's  most  beautiful 
film  stairs  vacationed  on  this  exquisite  South  Seas  Bali 
Ha'i-  Or  that  a  Broadway  leading  man  chose  to  be 
married  here. 

Laucala  is  the  perfect  place  to  get  away  from  your 
workaday  world.  And  the  cost  is  surprisingly  modest. 


Errol  Ryland  /  FORBES  MAGAZINE      >^ 
Box 303.  Fort  Garland,  CO  8 II 33 


'»<♦ 


Help  me  escape  to  paradise  In  the  Fijis 

Nane  


Address 


City  . 
Stale- 


Zip 


orcaB  71 9-379-3263 


3L06 


No  more  than  ten  or  twelve  guests  are  ever  on  our 
island  at  the  same  time,  and  each  vacationing  couple  or 
fcmiily  is  housed  in  their  own  private  seaside  cottage. 
It's  the  pert'ect  place  for  a  honeymoon  or  an  escape 
from  reality. 

Stroll  pristine  beaches.  Swim,  snorkel  or  scuba  in 
azure  waters  renowned  for  the  splendor  of  their  tropi- 
cal fish  and  colorful  coral  reefs.  Fish  for  the  big  ones 
from  our  deep  sea  boat  or  just  unwind  bv  the  pool. 
From  teimis  to  windsurfing,  it's  probably  the  world's 
most  exclusive  playland  paradise  for  those  who 
choose  to  vacation  their  own  way  and  on  their  own 
schedule. 

For  7  nights  and  8  days,  the  cost  is  just  S2,600  per 
person.  And  that  includes  everything:  all  activities, 
meals,  drinks,  lodging,  taxes  and  service  with  a 
smile.  No  tipping. 

So  come  on  down.  Luxuriate  in  this  South  Pacific 
paradise.  It's  the  vacation  of  a  lifetime.  \  ouU  want  to 
come  back  again  and  again. 


For  information,  please  write 
Errol  Rvland.  Manager 
Box  m  Fort  Garland,  CO  81 133 
or  caU  719-379-3263 


FORBES 

M  \GAZI\E  S 


I  N  I  *  N  O 
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Direct  public  support 

Organization 

Program 

Fundraising 

$mitiion           as  %  of 

commitment 

efficiency 

total 

index* 

indext 

revenue 

(%) 

(%) 

$9 

61% 

9 

30 

9 

29 

9 

83 

9 

47 

9 

23 

9 

33 

8 

61 

8 

32 

8 

27 

4,497 


Boys  &  Girls  Clubs  of  America  (NationaD^  76%  83% 

National  Multiple  Sclerosis  Society*  69  59 

Lighthouse  (NY  Association  for  tfie  Blind)  86  86 

Epilepsy  Foundation  of  America  66  70 

ASPCA  60  60 

International  Rescue  Committee  93  90 

Shriners'  Hospital  (Mass)*  lOO  100 

Whitney  Museum  78  90 

Orange  County  Center  (Performing  Arts)'  65  83 

Philharmonic-Symphony  Society  of  NY  79  85 


8 

22 

Population  Council 

88 

98 

8 

48 

Toledo  Museum  of  Art  (Ohio) 

74 

90 

7 

10 

Zoological  Society  of  San  Diego' 

72 

89 

7 

28 

Museum  Associates  (LA) 

74 

96 

7 

85 

American  Foundation  for  Aids  Research 

86 

88 

7 

10 

Children's  Television  Workshop 

86 

94 

6 

71 

Sierra  Club  Legal  Defense* 

70 

77 

6 

8 

American  Heart  Association  (National)* 

86 

45 

6 

37 

United  Service  Organizations  (World  HQ)'  * 

78 

74 

6 

25 

National  Urban  League 

78 

88 

6 

89 

NAACP  (Special  Contributions  Fund) 

78 

83 

6 

5 

Legal  Aid  Society  of  New  York 

95 

93 

6 

93 

Sierra  Club  Foundation* 

76 

88 

5 

20 

Museum  of  Science  and  Industry' 

50 

88 

5 

32 

National  4-H  Council 

82 

88 

5  48  YWCA  of  the  USA  National  Board* 

5  26  Walker  Art  Center 

5  20  Field  Museum  of  Natural  History 

5  24  New  York  Shakespeare  Festival 

4  16  American  Diabetes  Association  (National)* 


79 
56 
67 
82 
64 


4 

6 

Guideposts  Associates 

4 

28 

MSPCA  (Mass) 

4 

13 

Children's  Aid  Society 

4 

5 

Boy  Scouts  of  America* 

4 

37 

National  Easter  Seal  Society* 

Average^ 


76 


92 
90 
53 
87 
38 


92 

50 

81 

78 

89 

85 

80 

97 

84 

76 

4 

11 

United  Way  of  America* 

90 

94 

4 

100 

American  Heart  Disease  Prevention  Foundation 

5 

10 

3 

3 

Devereux  Foundation 

92 

85 

3 

35 

Huntington  Library  &  Art  Gallery 

79 

89 

3 

21 

United  Charities  (Chicago) 

81 

88 

3 

40 

Helen  Keller  International 

77 

84 

3 

97 

Friends  of  the  Earth  (Environmental  Policy  Inst) 

84 

91 

3 

56 

Runyon-Winchell  Cancer  Research  Fund 

84 

84 

3 

39 

National  Kidney  Foundation* 

88 

87 

2 

4 

Jewish  Board  Family  and  Children's  Svcs 

88 

73 

2 

31 

NAACP  (National)* 

81 

90 

2 

6 

Cystic  Fibrosis  Foundation  (HQ)'  * 

77 

-39 

82 


'Program  services  as  a  percent  of  total  expenses.    tPercent  of  direct  public  support  remaining  after  fundraising. 

'1989tiscal.    '1991  fiscal.    'Data  from  financial  report.    'Exceeds  1 00  because  of  accounting  for  extraordinary  toss. 

'Unconsolidated  data  of  national  and  affiliated  groups  may  skew  results.    •Does  not  include  organizations  witti  no 
fundraising  costs 


How  much  money  goes  to 
fundraising?  Take  the 
American  Heart  Disease 
Prevention  Foundation, 
for  instance.  Only  5%  of  the 
$4  million  it  raised  last 
year  went  to  the  programs 
for  which  the  group  was 
organized.  A  huge  90% 
went  to  the  costs  of 
fundraising. 


available  for  the  organization's  gener- 
al purposes.  By  this  measure,  the 
American  Heart  Disease  Prevention 
Foundation  may  be  the  worst,  but  it 
has  some  strong  competition.  Last 
year,  after  recovering  its  fundraising 
costs,  the  American  Diabetes  Associa- 
tion (National)  had  only  38  cents  left 
out  of  every  dollar.  These  low  scores 
contrast  with  the  group's  average  of 
82  cents. 

The  indexes  have  their  limitations. 
Because  Cystic  Fibrosis  Foundation 
headquarters  ftindraises  for  its  affili- 
ates, for  example,  it  spends  more  on 
ftindraising  than  is  received  in  direct 
public  support,  yielding  a  negative 
index.  For  organizations  that  depend 
heavily  on  government  or  other  reve- 
nue sources — the  American  National 
Red  Cross,  say,  or  c\rh — what  it  costs 
them  to  raise  money  from  the  general 
public  is  not  the  whole  ston*'.  On  the 
other  hand,  a  few  organizations  seem 
to  have  no  ftindraising  costs  at  all — 
the  Shriners  Hospitals,  for  instance — 
because  their  ftmdraising  costs  arc 
handled  on  their  behalf  by  their  mem- 
ber affiliates. 

Many  large  organizations  do  not 
appear  on  the  list  at  all — some  reli- 
gious organizations,  which  arc  not 
required  to  report  to  the  Internal 
RcNcnue  Ser\ice,  decentralized  orga 
nizations  such  as  the  Y.stc.\  that  do  not 
consolidate  their  athliaied  member 
organizatit)ns. 

The  statistical  base  of  this  survey  is 
the  Form  990  financial  statements 
that  tax  exempt  i>rganizatii>ns  tiled 
with  the  Internal  Revenue  Scnicc  for 
fiscal  IWO  (unlcvi  otherwise  noted), 
and  which  arc  no  iin>rc  reliable  or 
consistent  than  the  organizations  that 
filed  them. 

The  list  was  compiled  bv  Rejx^rtcr 
Briuid  McMcnamin.  ■■ 
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If  you've  ever  contemplated  a  corporate  magazine,  consider  this: 


OUR  22  YEARS  OF 


m:m\ 


STACK  THE  ODDS 
IN  YOUR  FAVOR." 


jU   ^ 


Til  swear  on  a  stack  of  our  own  publications, 
we  can  produce  a  better  company  magazine 
for  you.  We'll  do  it  all  from  scratch.  Or  help 
you  cut  costs  on  your  current  publication, 
without  sacrificing  quality.  In  fact,  you'll 
more  than  likely  see  a  marked  overall 
improvement. 

Our  confidence  stems  from  22  years  of 
experience  in  producing  award-winning 


I  tl'  LU I  Iwi  IILVJ 


nwim\'ii9V^mwittf^^m9im.wmiin9riittv—. 


including  Delta  Air  Lines,  Sheraton,  USAir, 
Howard  Johnson,  Butler  Aviation,  Preferred 
Traveler  and  Northwest  Airlines,  to  name 
but  a  few.   ^^. 

The  point  is,  in  these  trying  times  for 
publishers,  when  even  the  best  are  fear- 
ful, faltering  or  failing,  you  can  lean  on 
our  experience  at  any  production  level 
you  choose.  Our  involvement  can  be 
total,  or  we'll  work  with  you  on  a 
consultant  basis. 

Let's  face  it,  deciding  to  publish  a 
company  magazine  —any  magazine— is  a 
big  step.  And,  needless  to  say,  a  costly  one. 
With  so  much  at  stake,  it  makes  sense  to 
stack  the  odds  In  your  favor  and  put  our 
hard-eamed  expertise  to  use.  At  the  very 
least,  it's  well  worth  a  few  minutes  of  your 
time  to  give  me  a  call  and  talk'  things  over. 
Or  clip  your  business  card  to  this  ad  and 
mail  it  today.  Because  tomorrow  you  could 
be  over  budget!" 


kiln     't 


M  i 


«ii  "I" 


Seymour  Gerber 
Founder  and  President 
Halsey  Publishing  Co. 

12955  Biscayne  Boulevard.  North  Miami,  FL  33181 

Toll-free  (800)  523-6809;  In  FL  (305)  893-1520;  FAX  (305)  895-0622 


The  stacked  volumes  represent  a 
portion  of  Halsey  Publishing  Company's 
production  of  corporate  and  in-flight 
magaiines  over  the  past  two  decades 
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How  do  bond  traders  get  rich?  Illegal  market  corners 
are  just  one  way.  Smart  software  is  another.  Salomon 
apparently  was  ahead  in  both  areas. 

The  mouse 
that  tirades 


By  Laura  Jereski  and  Jason  Zweig 

Whatever  happens  to  Salomon 
Brothers  Inc.,  the  firm  has  one  valu- 
able intangible  asset  that  will  probably 
survive  the  Treasury  bond  scandal: 
technology.  Over  the  past  year  the 
firm  has  spent  about  $100  million  on 
its  trading  system,  which  includes  a 
network  of  Sun  Microsystems  work- 
stations, an  IBM  mainfi"ame  and  what 
are  probably  hundreds  of  thousands 
of  lines  of  in-house  sofi^vare  written  in 
C,  the  favorite  programming  lan- 
guage of  desktop  computer  jocks. 

Presiding  over  the  Treasurys  side  of 
this  system  is  government  bond  trad- 
ing chief  Eric  Rosenfeld,  a  former 
assistant  professor  at  Harvard  Busi- 
ness School  with  a  Ph.D.  in  finance 
from  MIT,  who  looks  not  so  much  like 
the  38 -year-old  investment  banker  he 
is  as  a  young  nerd  from  the  MiT 
computer  lab. 

It's  not  only  among  bond  traders 
that  technology  has  been  redefining 
financial  services.  Citicorp  stole  a 
march  on  consumer  banking  compet- 
itors by  developing  its  own  automatic 
teller  machines;  Merrill  Lynch  patent- 
ed the  software  behind  its  Cash  Man- 
agement Account  innovation.  Now 
software  is  redefining  the  trading 
room.  The  sharpest  bond  trader  is 
helpless  without  pricing  data  and  the 
means  to  process  it  rapidly,  preferably 
in  no  more  than  a  few  seconds.  Once  a 
business  where  street  smarts  were  all, 
bond  trading  is  now  a  business  for 
mathematicians. 

Salomon  set  out  three  years  ago  to 
replace  its  cumbersome  internal  trad- 
ing and  communications  system.  The 
IBM  mainframes  and  the  Prime  mini- 
computers that  supported  them  sim- 
ply could  not  handle  the  firnrs  trad- 


ing volume,  which  averaged  some 
$6.7  million  per  trading  day  last  year. 
Keypunch  operators  often  toiled  into 
the  wee  hours  inputting  trades  from 
the  previous  day  that  the  IBM  main- 
frame could  not  record. 

Worse,  the  system  wasn't  set  up  to 
handle  the  rising  flood  of  price  quotes 
on  new  instruments  like  fiitures,  op- 
tions and  other  derivatives.  Result.^ 
Screen  clutter.  Salesmen's  and  trad- 
ers' desks  were  crowded  with  termi- 
nals from  Reuters,  Telerate,  Quotron, 
Knight- Ridder  and  others,  each  deliv- 
ering separate  streams  of  data  that  had 
to  be  keyed  into  and  analyzed  on  yet 
another  terminal. 

So  Salomon  undertook  a  $250  mil- 


Eric  Rosenfeld 
The  traders  buiK 
the  computer 
system  they 
wanted. 


lion  project  named  Technoiog}'  Plat- 
form for  the  21st  Centur\',  or  TP-21 . 
The  goal  has  been  about  half 
achieved.  It  is  to  build  separate  but 
interdependent  Ethernet  networks 
around  Sun  Sparc  workstations  all  of 
which  run  on  the  Unix  operating 
system.  Ever\'  department — govern- 
ment bond  trading,  bond  arbitrage 
and  equity  trading — would  have  its 
own  Sun  ser\er,  each  with  5  to  60 
workstations.  "Relational  database" 
soft^vare  from  Sybase  stores  the  trad- 
ing information. 

For  a  bond  salesman,  the  new  setup 
seems  simplicity  itself,  despite  the 
complexities  behind  it.  Gone  are  the 
banks  of  terminals.  A  single  Sparcsta- 


Butterflies  aren't  free 


Yield  (percent) 
8.0 


7.5 


7.0 


6.5 


6.0 


5.5 


5.0 


2        4  7  10 

Source:  Bloomberg  Financisl  Markets 


months 


15 
Years  to  maturity 


Salomon  spent  millions  on  a  computer  system  to  spot  profitable  arbitrages  on 
Treasury  yield  curve,  such  as  the  classic  "butterfly  spread. "  In  this  play  ttie 
one  maturity  is  bought  while  bonds  of  neighboring  maturities  are  shorted. 


the  U.S. 
bond  of 
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tion  delivers  all  the  market  informa- 
tion the  salesman  needs  on  a  series  of 
electronic  pages.  Here  is  how  the 
terminal  on  Rosenfeld's  desk  looks: 
Each  page  is  devoted  to  a  single  mar- 
ket— Treasurys,  say,  or  mortgage- 
backed  securities.  The  computer  pro- 
gram takes  raw  data  on  Treasury 
prices  as  it  comes  over  the  wire  from 
such  providers  as  Cantor,  Fitzgerald 
Securities,  Garban  Securities  and  Lib- 
erty Securities,  and  fits  it  on  one  of 
three  or  four  windows  per  page.  The 
dark  blue  numbers  on  the  pale  blue 
screen  instantly  begin  flashing  when- 
ever a  price  changes. 

The  trader  no  longer  needs  to  labor 
over  calculations  on  a  separate  termi- 
nal or  calculator:  The  computer  is 
programmed  with  Salomon's  own  al- 
gorithms, which  highlight  profitable 
discrepancies. 

The  difference  for  bond  traders  is 
even  more  dramatic.  Until  summer 
1990,  the  ten-year  Treasury  bond 
trader,  for  example,  tracked  on  paper 
the  30  or  more  issues  he  or  she  traded, 
pencilling  down  position  changes  as 
trades  occurred.  A  good  trader  had  a 
sense  of  his  or  her  profit  or  loss — but 
could  not  know  exactly. 

Executing  a  trade  could  take  as 
long  as  five  minutes.  Take  a  very 
simple  arbitrage  called  a  butterfly 
spread,  a  hedge  in  which  two  "wings'" 
are  traded  for  a  single  "body."  Here's 
how  it  works.  In  a  government  bond 
market  that  is  behaving  normally, 
U.S.  Treasury  bond  yields  should 
climb  steadily  with  years  to  maturity, 
thus  forming  the  familiar  upward- 
sloping  yield  cur\'c  (see  chart).  But 
sometimes  during  the  course  of  a 
trading  day  the  curve  will  get  jagged 


intervals.  Traders  who  spot  these  blips 
will  do  a  quick  arbitrage  that  capital- 
izes on  the  irregularit)'. 

One  recent  afternoon,  for  instance, 
the  Treasun,^  bVss  of  August  1994 
were  priced  to  yield  6.26%  to  maturi- 
ty, while  the  7s  of  September  1996 
were  priced  to  yield  7%  and  the  8  Vis  of 
July  1998  were  priced  to  yield  7.29%. 
Thus,  there  was  a  74-basis-point 
jump  in  yield  as  you  went  from  the 
three-year  bond  to  the  five-year  bond, 
but  a  mere  29-basis-point  jump  from 
the  five-year  to  the  seven-year  bond. 

This  indicated  to  traders  that  the 
issue  in  the  middle  seemed  to  be 
offering  too  good  a  return,  relative  to 
the  other  two.  It  should  have  been 
closer  to  midway  between  its  neigh- 
bors in  yield.  It  was  priced  too  cheap. 

Sharp  traders  captured  a  profit  by 
buying  the  five-year  bond  and  short- 
ing the  others.  This  isn't  a  perfect 
arbitrage,  since  the  irregularity  could 
persist.  But  it  was  unlikely  to  persist.  A 
profit  was  highly  likely,  as  the  kink  in 
the  yield  curve  flattened  out. 

The  key  point  here  is  that  the  trader 
takes  no  chances  with  the  general 
direction  of  interest  rates.  If  he  is  long 
$30  million  of  bonds  with  a  maturity 
of  five  years,  he  is  simultaneously 
short  a  $30  million  portfolio  of  very 
similar  bonds  with  an  average  maturi- 
ty,' of  five  years. 

Just  a  few  years  ago,  a  bond  trader 
would  sit  at  his  Quotron  terminal  and 
ts'pc  in  coupon,  maturity',  price,  set 
tlement  date  and  target  .spread  for 
each  issue,  calculate  at  what  point  the 
trade  would  become  profitable  and 
then  write  out  three  separate  tickets  to 
execute  the  order.  No  longer.  Salo- 
mon's system  flags  the  pricing  dispari- 


ties and  the  trader  has  only  to  approve 
the  trade  with  a  few  clicks  of  a  mouse. 
Mere  seconds  have  passed. 

But  the  biggest  advantage  for  the 
traders  is  their  new  abilit)'  to  monitor 
their  positions.  Relying  on  a  real-time 
(that  is,  undclayed)  data  feed  of  bond 
fijtures  prices  and  Treasun,'  bond 
trades,  each  trader  can  set  up  his 
portfolio  to  adjust  automatically  to 
any  trade.  At  any  moment,  he  knows 
his  profit  or  loss  on  each  security'  and 
his  entire  portfolio.  He  can  more 
effectively  monitor  the  risks  involved 
in  taking  on  larger  positions.  In  a  few 
seconds,  links  with  trading  desks  in 
London  and  Tokyo  wire  information 
that  used  to  take  far  longer  to  convey 
over  the  telephone. 

Developing  this  highly  efficient  sys- 
tem was  no  mean  feat.  The  firm  needs 
a  degree  of  uniformity'  from  trading 
desk  to  trading  desk.  But  the  traders 
want  autonomy  and  independence, 
so  they  opted  to  have  each  depart- 
ment hire  its  own  programmers  to 
design  the  computer  fiinctions  it 
wanted.  "If  you  make  a  mistake,  it's 
only  on  one  system,"  explains  gov- 
ernment bond  trading  chief  Rosen- 
feld,  one  of  the  architects  of  the  bond 
software.  "And  the  next  group  can 
learn  from  your  mistakes." 

That's  true,  but  departmental  au- 
tonomy makes  it  that  much  harder  for 
the  firm's  managers  and  compliance 
officers  to  keep  an  eye  on  what  is 
going  on.  For  this  ver\'  important 
reason,  TP-21  isn't  ready  for  the  21st 
centur\'  just  yet.  Salomon  has  yet  to 
integrate  each  department  into  its 
back  office,  where  trades  are  pro- 
cessed and  records  kept.  And  the  ex- 
isting systems  have  to  be  scaled  up  to 
suit  the  entire  firm.  The  bond  trading 
system,  for  example,  now  nms  on 
about  25  workstations  in  New  York, 
London  and  Tokyo;  it  must  someday 
reach  .salespeople  in  each  of  the 
branch  offices,  where  trades  are  still 
being  keyed  by  hand  into  the  main 
frame  and  reconciled  with  data  on  the 
workstations  at  the  end  of  the  day. 

It's  possible  that  a  more  tightly 
monitored  trading  system  would  have 
kept  Salomon  out  of  the  legal  mess  it 
is  in  now.  But  a  centralized  computer 
system  might  also  have  stifled  the 
creativity  that  mathematicians  and 
traders  had  to  bring  to  the  job  if  they 
were  to  stay  competitive.  ^M 
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It  pays  to  be  skeptical  about  the  announcement  of  a 
revolutionary  computer  technology.  There's  many  a  slip 
twixt  announcement  and  event. 

Vapordisk 


By  David  Churbuck 

The  First  Boston  analyst  was 
bowled  over  when  he  gushed  to  PC 
Week  in  April  1988  about  a  new  prod- 
uct. "This  could  remake  the  audio 
market,  the  video  market — all  con- 
sumer electronics — as  well  as  the 
computer  mass-storage  market." 

It  didn't  happen.  The  compact  disk 
player/recorder  developed  by  Tandy 
Corp.  for  music  listeners  and  comput- 
er users  has  yet  to  come  to  market. 
Too  bad.  It  would  have  been  quite  a 
product.  Other  computers  already 
had  optical  disks  as  a  storage  medium, 
but  Tandy's  compact  disk  was  stun- 
ning for  three  reasons:  It  was  record- 
able, it  was  compatible  with  audio 
compact  disk  players,  and  it  was  going 
to  be  cheap.  Tandy  Corp.  declared 
that  within  18  to  24  months  the 
company  would  be  selling  the  thor 
(Tandy  High-intensity  Optical  Re- 
corder) for  less  than  S500. 

Today,  42  months  later,  Tandy  has 
no  1 HOR-CD  on  the  store  shelves,  and 
won't  "for  a  couple  of  years,"  accord- 
ing to  a  Tandy  spokesman.  What  hap- 
pened? It's  a  case  study  in  what  can  go 
wrong  with  a  promising  technology: 
First  legal  and  then  engineering  snags 
have  slowed  delivery  of  the  product. 
And  when  it  finally  hits  the  market, 
the  market  may  well  have  passed  it  by. 

Computer  industry'  pundit  Stewart 
Alsop  made  the  term  "vaporware" 
famous  as  a  way  of  describing  com- 
puter products  that  exist  chiefly  in  the 
minds  of  the  people  who  announce 
them.  As  a  piece  of  vaporware.  Tan 
dy's  IHOR  is  in  good  company,  says 
Alsop,  with,  among  others,  the  Mac- 
intosh version  of  Lotus  1-2  3;  Ova- 
tion, an  integrated  software  program 
that  faded  into  oblivion;  and  Kodak's 
niagneto-opiical  disk  drive. 

What's  holding  up  ihor?  It  was 
going  to  be  a  consumer  audio  product 
that  would  play  back  a  purchased  (  ii 
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Tandy's  THOR  was  going  to  record  bits 
with  a  laser  that  heats  up  one  layer  of 
polymer,  forming  bumps;  the  same 
laser  would  also  read  back  the  data. 
A  second  laser,  tuned  to  a  different 
frequency,  would  erase.  This  nifty 
product  is  not  yet  available. 


recording  or  record  music  onto  blank 
CDS.  The  Tandy  spokesman  says  plans 
for  this  application  ran  head  on  into 
the  legal  battle  between  the  recorded 
music  industry'  and  the  hi-fi  manufac 
turiiigindustiT  o\er  digital  recording. 
If  rilOR  had  uone  to  market,  it  mmht 


have  had  to  include  an  anticopying 
circuit  to  please  Holh'wood.  That 
would  have  defeated  much  of  its  ap- 
peal. The  digital  copying  batde  is  now 
before  Congress. 

Tandy  also  talked  about  using 
THOR  for  computer  data  storage.  But 
it  probably  never  would  have  threat- 
ened the  conventional  magnetic  disk 
as  the  preferred  medium  for  storage  of 
files  that  are  constantiy  being  updat- 
ed. That's  because  thor  can't  stand 
up  to  millions  of  erasings  and  re- 
recordings. 

The  seemingly  ingenious  thor  sys- 
tem relies  on  tv\'o  layers  of  "dve  poly- 
mers" that  receive  zaps  from  a  laser 
(see  diagram).  One  laser  beam  hits 
the  lower  layer  and  heats  it  up  enough 
to  make  a  tiny  w  arped  spot  and  read 
that  little  bump,  just  as  a  conventional 
audio  c;d  player  reads  a  CD;  a  second 
laser  can  erase  the  bump  by  hitting  the 
top  layer.  The  trouble,  according  to 
James^  Porter  of  the  Mountain  \'iew, 
Calif  market  researcher  Disk/Trend, 
is  that  dye  polymer  disks  can  with- 
stand only  10,000  erases  and  rewrites. 
That's  fine  for  audio  recording,  says 
Porter,  but  useful  in  computers  only 
for  backing  up  data,  not  constantly 
reading  and  writing  it. 

Manufacturing  the  new  disks 
pro\'ed  to  be  not  as  easy  as  Tandy 
would  have  liked.  "Making  dye  poly- 
mers work  in  the  lab  under  ideal 
conditions  with  physicists  watching 
over  it  is  tar  different  than  producing 
[a  disk]  for  the  average  consumer," 
says  Michael  Grubbs,  a  Tand\  mar- 
keting manager. 

While  Tand\'  struggles  with  Holly- 
wood and  polymers,  another  tcchnol- 
ogv'  threatens  its  place  in  the  market: 
magneto  optical  recording  (FoRBHS, 
Apt:  29).  In  this  system,  a  laser  heats 
up  a  spot  on  a  disk,  permitting  a 
magnetic  head  to  flip  the  magnetic 
polarity  t)f  that  spot.  Magneto-optical 
dri\cs  now  cost  over  $4,000  and  are 
used  in  the  computer  industry  for 
archi\ing  graphics.  The  threat  to 
iHOR  may  come  from  Sony  Corp., 
which  ann(^unced  in  May  a  much 
cheaper  version  of  magneto-optical 
technok^g)-.  Its  disks  will  be  rewrit- 
able millions  of  times,  the  pla\ers  are 
expected  to  cost  between  $400  and 
S.SOO,  and  the>  w  ill  be  available  by  the 
k:\\(A  of  next  vear.  I'niess,  of  course, 
the  technology  \apori/cs  ^ 
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In  the  1980s,  the  office  fell  in  love  with  technology. 
In  just  that  decade,  over  $679  billion  was  spent 
on  information  technology. 

More  than  60  million  personal  computers  were 
purchased.  The  power  and  speed  of  those  computers 
soared  by  1900%. 

And  by  1990,  American  business  was  investing 
seven  times  as  much  in  information  technology  per 
employee  than  in  1980. 
OK.  What  did  we  get  in  return? 
White-collar  productivity  rose  less  than  1% 
a  year  during  the  1980s. 

So  what  went  wrong?  Why  hasn't 
office  productivity  kept  pace  with 
technology?  What's  the  missing  link? 
We  call  it  OFFICE  2000. 
In  the  customer  service  department  of  a 
large  European  car  maker,  resolution  of  ques- 
tions or  inquiries  once  took  up  to  30  days. 
Now  it  takes  only  24  hours 

The  processing  of  workers'  compen- 
sation claims  in  a  government  agency 
was  cut  from  6  weeks  to  just  2  days. 
A  major  Pacific  Rim  bank  was  able 
to  handle  a  300%  increase  in  workload 
in  its  property  evaluation 
department— without  add- 
ing a  single  staff  member. 
You  see,  at  Wang  we  listen  to  you.  We  work  with 
you.  We  understand  your  business  needs.  Instead  of 
letting  technology  drive  the  answer,  we  help  you  drive  it. 

Together,  we  create  an  integrated  solution  —  by 
redesigning  the  workflow  of  your  office,  and  then  adding 
Wang  office  productivity  and  imaging  technologies, 
where  appropriate,  to  your  existing  technologies. 
So  now  you  have  a  choice.  An  office  filled  with 
technology-driven  human  beings. 

Or  an  office  that  works  with  human-driven 
technology. 
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Navstar  satellites  originally  were  put  up 
for  navigational  purposes,  but  Charles  Trimble 
hopes  they  will  soon  help  trucking  companies 
know  where  their  trucks  are. 


Down  to 
eairth 


By  Kathleen  K.  Wiegner 

"My  CHRONOMETERS  and  barometer, 
which  before  rode  so  safely,  were  now 
in  constant  danger.  The  trip  of  a  mule 
might  destroy  the  whole.  .  .  .  The  vi- 
ameter  for  measuring  distances,  here- 
tofore attached  to  the  wheel  at  the 
instrument  wagon,  was  now  attached 
to  the  wheel  of  one  of  the  small 
mounted  howitzers." 

Surveyors  have  come  a  long  way 
since  Lieutenant  William  Emory  re- 
corded those  observations  of  survey- 
ing work  from  Fort  Lxavenworth, 
Kans.  to  San  Diego,  Calif  in  1848. 
Their  latest  gimmick:  satellites. 

Small  hand -held  satellite -guided 
receivers  for  determining  precise  geo- 
graphical locations  hit  the  headlines 
during  the  Persian  Gulf  war.  Now 
that  same  technology  is  being  applied 
to  track  freight  trucks,  determine  the 
exact  height  of  mountains  and  survey 
construction  projects. 

"Traditional  surveying  requires  a 
line  of  sight,"  says  Charles  Trimble, 
chief  executive  of  Sunnyvale,  Calif - 
based  Trimble  Navigation  Ltd., 
which  makes  high-tech  surveying 
gear.  "But  with  this  system,  the  line  of 
sight  is  a  satellite."  Trimble's  compa- 
ny got  a  $36  million  order  for  its  3- 
pound  receivers  from  the  Department 
of  Defense  as  the  Gulf  war  broke  out. 
But  the  big  money  is  in  civilian  appli- 
cations. ''Surveying  is  a  $600  million 
market,"  says  Trimble.  "We  arc  a 
technological  replacement  for  Japa- 
nese and  German  optics." 

Perhaps  it  is  natural  that  Trimble  is 
displacing  v>ptics  with  the  mathcmat 
ics  of  radio  signals.  Burdened  since 


I 


birth  with  extremely  bad  eye- 
sight (he  can't  drive,  for  exam- 
ple), Trimble  got  through  the 
California  Institute  of  Technology, 
where  he  earned  undergraduate  and 
master's  degrees  in  engineering,  with 
a  small  pair  of  binoculars  that  helped 
him  see  the  board.  Bad  eyesight  is  a 
handicap  in  most  professions,  but  not 
for  someone  who  works  with  abstrac- 
tions— mathematical  greats  Poincare 
and  Euler  being  good  examples. 

Both  soldier  and  surveyor  are  using 
a  cluster  of  16  satellites,  known  as  the 
Navstar  Global  Positioning  System, 
that  orbit  twice  a  day  above  the  earth 
at  an  altitude  of  11,000  miles.  The 
system  works  by  simple  geometric 
formulas,  just  as  Lieutenant  Emor\''s 
did.  But  where  Emory  used  a  viameter 
as  his  measuring  tape,  a  satellite  sur- 
veyor uses  a  radio  beam.  By  taking  the 
signals  from  three  (or  in  some  cases 
four)  satellites,  a  surveyor  can  calcu- 
late latitude,  longitude  and  altitude 
(see  diagram).  Of  course,  those  out- 
er-space measurements  have  to  be 
extraordinarily  precise  to  be  of  any  use 
in  tracking  short  distances  on  the 
ground.  Precise  they  are.  The  satellite 
broadcasts  both  its  time  (determined 
by  $50,000  atomic  clocks  accurate  to 
a  second  every  32,500  years)  and  its 
position.  So  long  as  the  surxeyor  has 
at  least  one  of  his  receivers  at  a  land 
mark,  such  as  a  telephone  pole,  he  can 
U)cate  other  spots  with  a  precision  of  1 
centimeter  per  kilometer. 

Typically,  however,  a  sur\'cyor  sets 
up  radio  receivers  on  tripods  at  two 
know  n  pt)ints.  I'hen  he  walks  around 


Satellite  geometry 

The  global  positioning  system 
uses  signals  from  at  least  three 
satellites  to  pinpoint  a  location. 
The  time  lapse  for  a  signal  from 
one  satellite  to  reach  the 
observer  tells  him  exactly  how  far 
away  he  is,  limiting  his  location  to 
a  point  on  the  surface  of  a  sphere. 
Distance  measurements  from  two 
satellites  narrow  the  possibilities 
to  points  on  a  circle.  A  third 
measurement  leaves  only  two 
points  and  one  of  those  two  is  off 
in  outer  space  and  impossible 
anyway.  This  schematic  is  not  to 
scale;  the  Earth  is  in  fact  smaller 
than  any  of  the  distance  spheres. 
A  fourth  satellite  would  be  useful 
to  correct  measurement  errors. 


the  site  with  a  portable  6 -pound  re- 
ceiver, with  a  small  keyboard  at- 
tached. The  portable  ct^llccts  s^uellite 
signals  as  ohcn  as  once  a  second.  The 
keyboard  can  be  used  to  enter  infor- 
maticMi  about  terrain,  such  as  tele- 
phone poles  and  boulders.  Back  in  the 
t)rticc,  the  sur\cyor  dumps  the  infor- 
mation gathered  into  a  personal  com- 
puter, w  hich  generates  a  map. 

Sur\e\ing  was  nt>i  foremost  in 
Trimble's  mind  when  he  quit  a  re- 
search   job    at    Hewlett  Packard    in 
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1978,  taking  two  Hewlett  engineers 
with  him  to  start  Trimble  Navigation. 
Trimble  paid  his  former  employer 
$  1 30,000  for  rights  to  electronic  gad- 
gets related  to  loran  and  satellite  navi- 
gation. Since  the  government  had  put 
only  four  satellites  in  orbit,  not 
enough  to  provide  the  multiple  sig 
nals  needed  to  do  really  accurate  land 
surveys,  Trimble  focused  on  sea  navi- 
gation. At  sea,  three  satellite  fixes  are 
enough  to  provide  useful  informa- 
tion. That's  because  altitude  is  not  a 


variable  and  a  20-yard  error  is  general 
ly  not  fatal. 

By  1986,  though,  electronics  and 
satellites  had  come  far  enough  to 
make  land  measurements  accurate, 
and  Trimble  started  selling  equip 
ment  to  surveyors.  He  was  on  the 
right  track — military  sales  were  only 
20%  of  Trimble's  $63  million  reve- 
nues last  year.  "Surveying  has  fimdcd 
the  entire  growth  of  the  company," 
says  Trimble.  The  analysts  are  saying 
that  Trimble  Navigation,  which  went 


public  last  year,  could  double  its  sales 
this  year. 

Trimble's  next  target  is  vehicle 
tracking.  By  1993, 24  Navstars  will  be 
in  orbit,  enough  to  provide  three 
dimensional  tracking  24  hours  a  day. 
The  Japanese,  Trimble  says,  have  a 
head  start  in  cornering  the  market  for 
consumer  applications  like  navigation 
systems  in  your  car.  Trimble  has  his 
eye,  rather,  on  courier  ser\'ices,  cit\' 
buses  and  freight  carriers.  So  far  his 
business  vision  is  pretty  sound.       Hi 
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The  U.S.  advanced-composites  industry  is  shrinking. 
And  guess  what?  The  Japanese  are  moving  in. 


Toray  1, 
Amoco  0 


As  RECENTLY  as  two  years  ago,  the 
advanced-composites  business  was 
one  of  the  hottest  growth  industries 
around.  These  composites  are  fiber- 
reinforced  plastics — such  as  graphite - 
resin — that  are  lighter  and  stronger 
than  aluminum  and  help  U.S.  military 
airplanes  evade  Soviet  radar.  Cold  war 
or  no,  this  technology  was  supposed 
to  be  on  the  verge  of  a  boom.  Defense 
spending  on  research  and  develop- 
ment was  trickling  down  to  all  kinds 
of  commercial  uses:  golf  clubs  to  cars, 
commercial  planes  to  bridges. 

During  the  1980s  the  market  for 
these  advanced  materials  grew  rapid- 
ly, to  $1  billion  in  sales,  and  the 
pundits  said  it  was  on  its  way  to  $20 
billion  by  the  end  of  the  century. 
Companies  like  Amoco,  BASF  and 
Hercules  spent  hundreds  of  millions 
of  dollars  building  U.S.  factories  to 
produce  polyacrylonitrile,  the  chemi- 
cal precursor  of  carbon  fiber. 

Then  the  Soviet  Union  collapsed; 
reality  interrupted  dreams  of  a  huge 
civilian  market.  Now,  with  the  cancel- 
ation of  the  A- 12  fighter  and  big  cuts 
in  other  composite-hungry  defense 
projects  like  the  V-22  Osprey  tilt- 
rotor  aircraft:,  as  well  as  the  threat  of 
cuts  in  planned  spending  for  the  B-2 
stealth  bomber,  the  suppliers  of 
graphite  composite  and  other  ad- 
vanced materials  are  in  shambles. 
Faced  with  reduced  demand  ft-om  the 
militar\',  these  producers  are  flooding 
the  recreational  market.  In  just  two 
years  the  price  for  a  pound  of  stan- 
dard-grade carbon  fiber  used  to  make 
sporting  goods  has  dropped  fi-om  $  1 5 
to  around  $10. 

When  the  going  gets  tough,  the 
timid  drop  out.  Courtaulds,  the  Brit- 
ish producer,  sold  one  carbon  fiber 
plant  and  will  close  its  Coventry  fac 
tory  by  year  end.  Hercules'  fibcr-res- 


in  composites  operation  is  running  at 
less  than  half  of  capacity,  and  Amoco 
just  shut  its  carbon  fiber  plant  in 
Greenville,  S.C.  for  2V^  months. 
"Prices  today  don't  support  reinvest- 
ment in  the  business,"  says  Linn  Mat- 
thews, vice  president  for  Amoco  Per- 
formance Products,  which  makes  car- 
bon fiber  and  advanced  composites. 

Yet  the  dreams  of  a  civilian  market, 
while  too  early,  are  not  entirely  vain. 
Composites  are  slowly  but  surely  be- 
ginning to  be  used  in  the  commercial 
aviation  business.  The  400-passenger 
Boeing  777  twin-engine  jet  will  get 
10%  of  its  weight  fi-om  composites — 
three  times  as  much  as  any  previous 
Boeing  craft.  Similarly,  the  GE  jet 
engine  that  beat  Rolls-Royce  on  a 
British  Airways  Boeing  777  order 
(Forbes,  Sept.  16)  will  use  fan  blades 
made  of  graphite  epoxy  composite. 

No  question:  Advanced  compos- 
ites can  outperform  their  metal-alloy 
counterparts  in  many  jobs.  The 
Boeing  777  will  use  composites  for 
floor  beams  and  for  tailfins.  This  is  the 
first  time  Boeing  has  designed  into  a 
commercial  plane  composites  for  air- 
ft-ame  structures,  which  are  critical  to 
safe  flight.  "The  reason  we  do  it  is 
performance  gains,"  says  John  Quin- 
livan,  a  design  manager  on  the  777. 


With  the  Americans  and  British 
trimming  back,  who  will  produce  the 
stuflfr  The  Japanese,  of  course. 

The  plant  Courtaulds  sold  was 
bought  by  Mitsubishi  Rayon.  The 
composites  for  the  Boeing  777  will  be 
made  by  Toray  Industries,  a  S6.5 
billion  (fiscal  1991  sales)  Japanese 
textile  fiber  producer  that  has  become 
the  world's  leading  producer  of  car- 
bon fiber.  Toray  has  continually  ex- 
panded its  presence  outside  Japan 
through  acquisitions  and  joint  ven- 
tures with  local  firms.  Through  its 
joint  venture  with  French  chemical 
producer  Elf  Aquitaine,  Toray  sup- 
plies the  European  Airbus  consor- 
tium, which  uses  composites  in  the 
vertical  tail  fins  on  the  A- 320  aircraft. 

What's  Toray's  secret?  Japanese  pa- 
tience, in  part.  Technological  leader- 
ship, too.  For  example,  Toray  has 
demonstrated  a  carbon  fiber  with  a 
tensile  strength  (resistance  to  being 
pulled  apart)  of  1  million  pounds  per 
square  inch,  or  10  times  that  of  high - 
strength  carbon  steel. 

Toray's  competitors,  faced  with 
overcapacity',  are  desperately  search- 
ing for  new  ways  to  use  their  material. 
BASF,  for  example,  is  testing  its  com- 
posites in  a  260-foot  bridge  at  its 
headquarters  in  Ludwigshafcn,  Ger- 
many. Of  the  16  support  beams,  4  arc 
reinforced  with  composite  tendons, 
the  rest  from  steel.  "The  Japanese 
have  taken  a  ver>'  enthusiastic  look  at 
this,"  says  Richard  Dauksys,  director 
of  commercial  development  for  rash 
Structural  Materials. 

The  Japanese  are  patient  enough  to 
sit  through  several  lean  years  in  order 
to  have  the  tat  years  to  themselves 
when  the  compKtition  has  died  off. 
They  did  it  in  T\s  and  memor\  chips, 
and  there's  no  reason  they  can't  pull  it 
off  in  composite  fibers.      -G.S.    ■■ 
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After  all.  we  re  a  leader 

in  fax  machines  and 

hand-held  cellular 

technology.  And  we 

invented  the 

notebook  PC. 


Our  notebook  PC,  cellular  phone, 
and  fax  have  revolutionized 
business.  Again. 

Introducing  the  new  UltraLite'  Cellular  Workstation.  A  high-performance  notebook 
computer  with  an  internal  fax  modem  and  a  state-of-the-art  cellular  phone.  All  made  by 
NEC.  All  in  one  convenient  leather  attache.  To  meet  all  your  business  needs.  Anywhere! 

The  powerful  UltraLite  SX/20  comes  ready  to  run,  loaded  with  MS-IX)S*  and  all 
the  data  communications  software  you  need.  So  you  can  send  and  receive  faxes, 
read  and  reply  to  E-mail,  query  data  bases  or  retrieve  important  files.  And  with  the 
compact  cellular  phone  you're  never  out  of  reach  of  the  office  or  clients. 

NEC's  unsurpassed  notebook  and  cellular  technology  have  been  combined  in  a  revolu- 
tionary total  portable  communications  solution.  Now  there  really  are  no  limits  to 
how  far  your  business  can  go.  For  more  information,  call  l-SOO-NTC-INFO. 


Because  w  is  the  way  you  want  to  go. 


NEC 


INSIGHTS 


SCIENCE  a  TECHNOl 


Dan  Quayle,  the  lawyers 
and  the  AIDS  babies 


COMMENTARY  BY  PETER  RUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  the  just  published 
Galileo's  Revenge:  Junk  Science  in  the 
Courtroom  (Basic  Books). 

"A  CONTROVERSIAL  trial  of  an  aids 
vaccine  for  pregnant  women  is  in 
limbo  because  vaccine  makers  are 
afraid  of  being  sued  if  any  of  the 
babies  born  to  women  in  the  trial 
suffer  from  birth  defects."  This  re- 
port from  a  recent  issue  of  the  New 
Scientist. 

The  circumstances  are  as  scientifi- 
cally intriguing  as  they  are  tragic. 
About  one  in  four  infants  born  to  Hiv- 
positive  women  will  be  infected  at 
birth.  Vaccination  with  a  protein  ex- 
tracted from  the  aids  virus  may  boost 
maternal  antibodies  at  the  critical 
stage  in  pregnancy.  Mothers  share 
their  antibodies  (as  well  as  their  virus- 
es) with  their  unborn  children,  so 
infant  infection  may  be  reduced.  A 
one -in -four  risk  is  in  just  the  right 
range  to  reveal  improvements  if  they 
occur;  the  risk  is  also  far  easier  to 
calibrate  and  track  than  the  risk  faced 
by,  say,  your  average  adult  resident  of 
Needle  Park. 

But  to  produce  uscfijl  data  the  vac- 
cine trial  will  have  to  involve  a  couple 
of  hundred  pregnant  women.  Even  if 
those  women  were  all  as  pink  and 
healthy  as  models  in  Vojjue,  there'd 
still  be  a  handful  of  birth  defects 
among  their  newborns.  Among  chil- 
dren of  women  plucked  from  crack 
houses  and  aids  hospitals,  birth  de- 
fects are  going  to  be  considerably 
more  frequent.  There's  no  reason  at 


all  to  beheve  that  a  vaccine  would  add 
to  that  risk.  But  the  U.S.  record  of 
litigation  against  vaccine  manufactur- 
ers is  already  packed  with  baseless 
claims  and  spurious  findings  of  causal- 
ity. Insurers  learned  to  steer  clear  of 
this  business  in  1976,  at  the  time  of 
the  swine  flu  crisis.  No  sane  insurer  is 
going  to  mess  with  vaccines  for  Hiv- 
positive  pregnant  women  today. 

At  the  opposite  end  of  the  misery 
spectrum  we  find  two  protagonists 
who  are  almost  as  unlikely  to  get  aids 
as  they  are  to  get  pregnant.  The  presi- 
dent of  the  American  Bar  Association 
is  trying  to  pick  a  fight  with  the  Vice 
President  of  the  United  States  as  to 
just  how  much  tort  liability  really 
costs  Americans  every  year.  (This  littie 
spat  is  of  some  personal  interest,  as  it 
apparentiy  derives  from  a  number 
noted  briefly  in  my  1988  book  Liabil- 
ity.) Total  up  all  the  liability  insurance 
costs  paid  in  this  country  by  car  driv- 
ers, homeowners,  employers,  obste- 
tricians, asbestos  removers  and  every- 
one else,  and  what  do  you  get.^  In 
excess  of  $80  billion,  as  Dan  Quayle 
stated  in  his  gutsy  speech  to  the  aba  in 
August?  Or  a  mere  $29  billion  to  $36 
billion  a  year — as  claimed  by  aba  Pres- 
ident Talbot  S.  D'Alemberte." 

I  suppose  that  like  many  lawyers, 
D'Alemberte  just  isn't  ver^'  good  at 
doing  sanit)'  checks  on  his  numbers.  If 
he  were,  he  would  have  taken  one 
look  at  the  figures  he  quotes,  mentally 
divided  them  by  100  million  Ameri- 
can households,  and  arrived  at  $300  a 
family.  A  glance  at  his  own  car  and 
homeowner's  liabilit}'  policies  would 
then  quickly  have  persuaded  him  that 
something  wasn't  right.  He  chose 
instead  to  rely  on  an  obscure  1990  law 
review  piece  that  extols  the  virtues  of 
health  care  in  Cuba,  quotes  Karl  Marx 
with  grave  respect,  and,  oh  yes,  heat 
edly  attacks  my  book.  The  CAiba-and- 
Marx  piece  cites  numbers  from  a 
ILuid  study  of  tort  expenditures  in 
1985 — which  were  of  course  covered 


by  insurance  premiums  paid  around 
1981.  A  more  recent  estimate  by  Til- 
linghast,  a  leading  insurance  consult- 
ing firm,  puts  gross  liabilit)-  expendi- 
tures at  about  $117  billion. 

Tillinghast,  I'm  inclined  to  think, 
knows  more  about  this  sort  of  thing 
than  either  D'Alemberte  or  Fidel  Cas- 
tro. But  somehow  I  just  can't  muster 
my  usual  sense  of  outrage  anymore, 
even  at  the  sight  of  the  organized  bar 
defending  its  feeding  trough  as  it 
always  does,  A^th  a  minimum  of  re- 
flection and  a  maximum  of  bluster 
and  prevarication.  Neither  Tillinghast 
nor  Rand  knows  how  to  put  a  dollar 
figure  on  small  planes  not  built,  on 
morning  sickness  drugs  not  sold,  on 
asbestos  substitutes  never  brought  to 
market  or  on  aids  vaccines  not  tried. 
Over  a  thousand  American  babies  are 
born  every  year  infected  with  .\IDS. 
The  thought  that  the  few  people  who 
might — just  might — have  something 
usefiil  to  do  about  that  are  parahzed 
by  shufilers  of  legal  paper  is  just  too 
sad  to  think  about. 

So  I  turn  to  the  Wall  Street  Journal 
and  what  do  I  read?  Liability'  has 
become  a  major  headache  for  bungee 
jumpers — the  people  who  throw 
themselves  ofl' bridges  and  towers  at- 
tached to  giant  rubber  bands.  Insur- 
ance costs  arc  adding  up  to  $100  to 
the  price  of  a  jump;  one  f>otenrial 
supplier  of  bungccs  has  forgone  half  a 
million  dollars  in  business,  in  the  hopn: 
of  steering  well  clear  of  the  lawyers. 
It's  a  pir\-;  I'm  at  little  risk  of  .\IDS,  but 
bungee  jumping  I'd  love  to  tr>'. 

I  suspect  m.Miy  Americans  would  be 
happy  to  see  more  lawyers  tn'  this 
sport,  and  happier  still  if  they  tried  it 
with  bungccs  cut  a  trifle  tix)  long. 
This  is  more  or  less  what  the  Vice 
President  dared  to  say  in  front  of  the 
lawyers'  convention  in  August. 
Meanwhile,  the  ,Mlxs-vaccinc  re- 
searchers arc  heading  to  Congress  to 
plead  tor  a  modest  shot  i>f  immunitN- 
tor  themselves.  ^ 
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Parts  that  connect  pacemakers. 


Parts  for  TVs.  For  car  radios. 


And  space  shuttles. 


That's  what  ITT  Electronic 


Components  is  all  about. 


We're  a  major  manufacturer 


ot'  semiconductors  and 


electronic  connectors. 


A  leader.  An  inno\  ator. 
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There  are  nine  businesses  in 


ITT  This  is  the  one  that 


connects  you  to  the  right  part. 


ITT  ELECTRONIC 
COMPONENTS 


PERSONAL  AFFAIRS  i 


EDITED  BY  WILLIAM  6.  FIANACAIT 


If  you're  really  interested  in  classic  cars,  book 
your  rooms  in  Monterey  for  next  August. 

They  don't 

build  'em 

like  they  used  to 


By  Jerry  Flint 

The  Japanese  may  own  the  fabulous 
Pebble  Beach  golf  club  near  Monte- 
rey, Calif,  but  for  a  few  days  every 
summer  the  action  is  strictly  Ameri- 
can and  European — cars,  that  is.  Dur- 
ing August  more  than  50,000  serious 
car  buffs  descend  upon  Pebble  Beach 
to  show  off,  admire,  race,  buy,  sell  and 
talk  old  cars.  One  visitor  paints  an 
image  of  the  scene  as  he  describes  a 
near  collision  on  one  of  Monterey's 
back  roads:  "I'm  in  the  middle  of  it  in 
my  Corvette,  with  four  Ferraris  in 
front  of  me.  I'm  going  to  be  in  the 
most  expensive  accident  in  history.  I 
don't  mind  dying,  but  I  don't  want  to 
hurt  their  cars." 

Says  another  regular  visitor,  Robert 


Dorn,  chief  engineer  at  Cadillac  and 
the  man  most  reponsible  for  the  new 
Cadillac  Seville:  "This  renews  your 
faith  in  what  you're  doing,  that  peo- 
ple love  what  you're  doing,  that  you 
are  creating  something  that  lasts." 

The  affair  stretches  over  three  days. 
Saturday  and  Sunday  there  are  the 
historic  car  races  at  Laguna  Seca  Race- 
way in  the  day,  followed  by  classic  car 
auctions  at  night.  On  Sunday  the 
main  event,  the  Concours  d'Ele- 
gance,  takes  place  (Aug.  23  will  be  the 
date  next  year).  Now  in  its  42nd  year, 
the  Concours  is  the  world's  best- 
known  beauty  contest  for  classic  cars, 
which  are  exhibited  by  invitation 
only.    Last   year   clothing    designer 


Prize  time  at  thie  Concours  at  Pebble  Beach 
1,650  frogs  made  the  uttimata  sacrifice. 


Ralph  Lauren  won  best  of  show  at  the 
Concours  with  his  1938  Bugatti. 

For  the  classic  car  races  at  Laguna 
Seca,  a  20-minute  drive  from  Pebble 
Beach,  some  of  the  legends  of  auto 
racing,  people  like  Phil  Hill  and  Stir- 
ling Moss,  generally  show  up.  In  Au- 
gust one  of  the  greatest  racers  of  ail,  i 
Juan  Manuel  Fangio,  80,  made  the 
journey  from  Argentina  and  circled 
the  track  in  his  old  Mercedes  W196 
racer,  which  took  nine  Grand  Prix 
races  in  1954  and  1955  and  carried 
him  to  world  driving  championships 
both  years. 

The  races  are  run  with  the  cars' 
preservation  foremost  in  mind.  "My 
thought  was  to  encourage  people  to 
see  these  cars,  not  just  in  museums, 
but  to  see  them  run,"  says  Steven 
Earle,  who  started  the  races  here  18 
years  ago.  But  not  to  see  them  collide. 
Cause  an  accident  and  Earle  doesn't 
invite  you  back  for  a  while. 

The  high  point  of  the  weekend  is 
the  Concours  on  Sundav.  Parked  on 
the  manicured  grass  at  Pebble  Beach 
are  the  grand  marques  of  the  depart- 
ed— Peerless,  Packard  and  Pierce-Ar- 
row  with  its  archer  on  the  hood; 
Ruxton  and  Hudson,  Delahaye  and 
Delage,  Bugatti  and  Cisitalia;  the 
boat-tailed  Auburn  and  Cord  and 
Duesenberg;  Hispano-Suiza  and 
Isotta.  And  there  are  early  versions  of 
nameplates  still  very  much  alive — 
Mercedes,  Rolls-Royce  and  Jaguar, 
Cadillac,  Chr\'sler,  Ferrari  and  Alfa 
Romeo. 

Under  many  layers  of  paint  and 
energetically  buffed  wax,  the  150  in- 
vited cars  on  display  are  in  better 
condition  than  they  were  in  their 
original  showrooms.  The  chrome 
gleams,  the  engines  gleam,  even  the 
undersides  gleam.  As  one  owner  puts 
it:  "A  $33,000  paint  job  and  I'm 
going  to  drive  it  on  the  street.'" 

The  anxious  owners  s|>end  the 
morning  around  their  cars,  wiping 
aw  ay  a  smudge  or  a  bug,  making  sure 
they're  able  to  make  the  required  up- 
the-ramp  nui  to  the  winner's  stand  if 
they're  lucky  enough  to  be  chosen. 

"This  is  the  most  tlamlxwant  Bcnt- 
Icy  ever  built,"  boasts  Gan  Wales,  a 
retired  stcxkbroker  from  NWxviland 
Hills,  Calif,  describing  his  special- 
bodied  1947  Bcntlcy  Cabriolet.  She's 
7  feet  acro.ss  at  the  fenders,  with  its 
single  sidewa\-s  seat  in  the  rear  so 
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xl;  Jeeves  can  make  drinks  and  pass  them 
nd  forward.  "I  spent  ten  years  doing  this 
"  car,"  says  Wales,  noting  that  he  cov- 
ered the  seats  in  frogskin,  about  1 ,650 
ad  I  frogs'  worth.  His  wife,  Marilyn, 
sports  matching  frogskin  shoes,  bag 
and  belt.  Anything  to  catch  the 
judges'  eyes.  Still,  Wales'  Bendey 
placed  second. 

Best  of  show  in  1991 — a  great  sur- 
prise— went  to  an  American  car,  a 
dashing  1932  Chrysler  Le Baron  that 
was  built  for  Walter  Chrysler  himself. 

"We  had  a  French  judge     

this  year,"  quipped  one  of     3> 
Gary  Wales'  good  friends. 
"Maybe  he  didn't  like  the     — 
frogskin." 

The  weekend  auctions, 
run  by  Rick  Cole  and  Chris- 
tie's, weren't  all  that  suc- 
cessfril  for  the  sellers  this 
year.  Prices  were  down,  but 
that's  just  fine  for  some  at 
Monterey.  Many  collectors 
have  been  driven  from  the 
field  by  sharply  escalating 
prices.  They'd  like  to  see 
prices  drop  a  lot  more  so 
that  they  can  get  back  in. 

If  you  think  your  car  may 
be  good  enough  for  the 


Concours,  phone  Lorin  Tryon,  co- 
chairman  of  the  event  (415-736- 
3444).  The  emphasis  is  on  pre -World 
War  II  cars  and  special -bodied  cars  of 
the  postwar  era.  Your  1957  Thunder- 
bird  may  be  beautifiil,  but  it  probably 
isn't  for  Pebble  Beach.  There's  no 
entry  fee  for  the  cars,  but  admission  to 
the  Concours  is  $30. 

To  run  at  the  Monterey  Historic 
Automobile  Races  at  Laguna  Seca 
Racewav,  write  to  General  Racing 
Ltd.,  P.O.  Box  30628,  Santa  Barbara, 


„,::  girl  yet^  A  1929  lagca.:  '-^jes  at  Laguna  Seca 
into  ht  and  yoo're  not  invitod  back. 


A  copper-covered 
1921  Rolls 
K's  a  beauty 
contest  for 
cars,  and 
their  golden 
years  are 
spent  in  ttie 
garage  or 
the  wof1(shop, 
not  on 
the  road. 


Calif.  93 1 30.  Include  a  photo  of  your 
car  and  tell  something  of  its  history. 
Most  of  the  race  cars  are  pre- 1959, 
but  some  specific  classes,  such  as  For- 
mula 1,  run  up  to  1983. 

It's  best  to  get  hotel  reservations 
early — months  early.  Among  the  bet- 
ter choices  around  Monterey  and 
Carmel: 

The  Lodge  at  Pebble  Beach  (408- 

624-381 1 );  the  Inn  at  Spanish  Bay  in 

Pebble  Beach  (408-647-7500);  the 

Doubletree  Hotel  near  Fishermen's 

Wharf  in  Monterey  (408- 

649-4511);     the     Carmel 

Vallev  Ranch  Resort  (408- 
625-9500);  Quail  Lodge  in 
Carmel  (408-624-1581); 
the  Montercv  Marriott  Ho- 
tel (408-649-4234);  Mon- 
terey Plaza  Hotel  (408- 
646  1700);  the  La  Playa 
Hotel  (408-624-6476)  in 
Carmel;  and  the  Highlands 
Inn  just  outside  of  Carmel 
(408-624-3801).  For  more 
information,  the  Monterey 
Peninsula  Chamber  of 
Commerce  and  V'istors  & 
Convention  Bureau  can  be 
reached  at  408-649 
1770.  Hi 
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COLLECTORS 


PERSONAL  AFFAIRS 


Have  you  misplaced  those  souvenir 
glass  items  you  brought  back  from  Venice 
in  the  1950s  and  1960s?  After 
reading  this,  you'll  turn  the  house 
inside  out  looking  for  them. 

Glass  act 


By  Christie  Brown 


Herbert  Solow  with  glass  ducks  made  by  Seguso  Vetri  D'Arte 
Fewer  than  10  of  Solow's 
180  pieces  are  signed. 


LiKK  MANY  an  American  tourist,  Her- 
bert Solow,  a  Los  Angeles  movie  pro- 
ducer and  writer,  bought  a  piece  of 
Venetian  glass  when  he  first  visited 
Venice  in  1969.  It  was  a  souvenir  of  a 
day's  visit  to  the  famed  glass  factories 
on  the  nearby  island  of  Murano.  "The 
boat  wouldn't  leave  until  everyone 
had  bought  enough,"  remembers  So- 
low,  who  paid  about  $5  for  a  colorful 
glass  ashtray  which  he  took  back 
home  to  Malibu  and  then  promptly 
misplaced. 

He  wishes  he  had  it  now.  Solow, 
60,  has  recently  developed  a  passion 
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for  collecting  Venetian  glass  made 
between  1920  and  1980.  He's  one  of 
few  American  collectors  in  the  field, 
but  Europeans  have  long  been  in  love 
with  Venetian  glass.  And  over  the  last 
five  years  prices  have  gone  ballistic  at 
auctions  in  Milan,  Geneva,  London 
and  Amsterdam.  Last  year  a  colored, 
striped  Venetian  vase — akin  to  a  tar- 
tan plaid — that  probably  cost  about 
$70  when  it  was  made  around  1960 
by  the  Vcnini  glass  company  fetched  a 
record  $125,000  at  a  Christie's  auc- 
tion in  Geneva. 
Venetian   glassmakcrs   have   been 


plying  their  trade  since  the  10th  cen 
tury,  blowing  elaborate  works  intri 
cately  patterned  with  swirling  colors 
Hundreds  of  factories  (which  movccl 
fi-om  Venice  to  Murano  in  the  13th 
century  because  of  the  danger  thai 
Venice  might  catch  on  fire)  turnec 
out  the  glassware  used  by  all  of  Eu- 
rope's royalty.  But,  by  the  1 7th  centu 
ry,  heavy  Bohemian  cut  crystal  hac 
become  the  last  word  in  luxury.  It  was 
later  supplanted  by  vogues  for  crystal 
made  by  Scandinavian,  French  andj 
English  artisans. 

Venetian  glassmaking  languished 
until  1924.  In  that  year,  a  lawyer 
named  Paolo  Venini  opened  a  glass 
workshop  that  rattled  the  old  order. 
Venini  shunned  the  ornate  look  of  the' 
traditional  glassblowers  and  designed! 
sleek  pieces.  These  combined  tradi- 
tional glassblowing  techniques  like 
millefiori,  v»hich  fuses  together  col-- 
ored  glass  rods,  with  designs  by  con- 
temporary artists  and  architects.  New 
techniques  were  also  developed:  bub- 
bles that  created  an  underwater  eflfect, 
patchwork,  and  unusual  surface  treat- 
ments, like  corroding  glass  to  give  it 
an  antique  look. 

The  art  world  mostly  yawned,  but 
the  tourists  began  buying  the  objects 
as  souvenirs.  Hundreds  of  Murano 
manufacturers  shared  in  the  revival. 
But  only  a  handfiil  of  pieces  by  the 
leading  firms  have  won  the  attention 
of  serious  collectors.  Among  the  most 
desirable  were  works  by  Venini,  Baro- 
vier  &  Toso,  Seguso  Vetri  D'Arte, 
Salviati  &  Co.,  Cenedese  and  Barbini 
Glassworks. 

Today  some  of  those  pieces  can  be 
worth  six  figures.  But  you  have  to 
know  what  you're  looking  for,  and 
that's  easier  said  than  done.  Many 
pieces  were  never  signed,  and  popular 
designs  by  the  leading  manufacturers 
were  widely  copied. 

Take  the  series  of  "handkerchief" 
designs  created  by  X'cnini  in  the 
1950s.  Resembling  a  falling  handker- 
chief ft-ozcn  in  motion,  the  designs 
earned  Venini  huge  praise  and  are 
highly  pri/cd  by  collectors.  (Pan  t>f 
the  series  is  also  in  the  permanent 
collection  of  New  York's  Museum  of 
Modern  Art.)  But  the  design  was  also 
widely  imitated  by  lesser  glassmakcrs; 
the  copies  arc  of  no  interest  to  serious 
collectors. 

"For  ever>'  gtxxi  pt>si>\-ar  piece  of 
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Barovier  &  Toso  1942  iridescent  bowl 
For  every  good  piece,  300  bad  ones. 


Archimede  Seguso  goldfish  made  in  1937 
BougM  for  $100,  worth  $4,500. 
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Venetian  glass,  there  are  300  bad 
ones,"  says  Dan  Klein,  head  of  Chris- 
tie's decorative  art  department  in  Eu- 
rope. And  the  best  glassmakers,  in- 
cluding Venini,  are  copying  them- 
selves. "Venini  vases  from  the  Fifties 
that  would  fetch  $100,000  at  auction 
are  being  copied  and  sold  by  Venini 
now  for  about  $3,000,"  warns  Chris- 
tie's Klein. 

Herbert  Solow  became  interested 
,  in  Venetian  glass  when  he  spotted  a 
.vase  selling  cheap  at  a  local  auction  18 
months  ago.  He  won  it  for  $35 — a 
steal,  he  thought,  knowing  the  big 
prices  paid  for  much  vintage  glass.  But 
his  treasure  turned  out  to  be  one  of 
the  cheap  copies. 

Where  had  he  gone  wrong?  After 
reading  up  and  visiting  several  muse- 
um collections,  Solow  realized  that 
his  vase  lacked  any  real  artistry  or 
technique.  But  that  mistake  only 
whetted  Solow's  appetite  for  finding 
the  real  thing. 

Realizing  that  he  was  going  to  be 
spending  more  than  pocket  money, 
he  formed  a  collecting  partnership 
with  a  ftiend,  Mendocino  attorney 
.\llan  Cone.  While  Cone  watches  the 
bottom  line,  Solow  collects. 

In  the  past  year  the  partners  have 
spent  close  to  $50,000  each  to  buy  a 
total  of  180  pieces  of  Venetian  glass, 
which  bedeck  both  men's  houses. 
There  are  vases,  bowls,  ashtrays  and 
sculptures,  by  such  craftsmen  as  Veni- 
ni, Seguso,  Barovier  and  Cenedesc. 
Fewer  than  10  pieces  in  Solow  and 
Cone's    collection    are    signed 


marked,  and  Solow  has  been  able  to 
identify  less  than  one -third  of  the 
collection  through  books.  He  has 
high  hopes  they  are  all  by  the  great 
designers,  but  he  hasn't  had  them 
authenticated  yet. 

Excited  by  the  thrill  of  discovery, 
Solow  stays  away  from  high-priced 
galleries  in  New  York  and  the  big 
auction  houses.  Instead,  he  has  found 
all  his  glass  by  contacting  private  sell- 
ers or  small  town  dealers  listed  in 
trade  papers  like  the  Antique  Trader 
Weekly,  published  in  Dubuque,  Iowa. 
The  most  that  Solow  and  Cone  have 
paid  for  any  single  piece  of  Venetian 
glass  was  $1,200,  for  an  iridescent 
blue  bowl  shaped  like  a  clamshell, 
made    bv    Barovier   in    1942;    thev 


Venini  1960  vase 

Sold  for  record  $125,000. 


or 


bought  it  from  a  dealer  in  Virginia. 

Solow  asks  sellers  to  send  him  pic- 
tures of  their  glass  first.  If  interested, 
he  then  accepts  them  conditionally — 
pending  his  close  examination  for  any 
markings  or  other  clues  to  their  origin 
and  maker. 

Books  are  Solow's  best  teacher.  He 
has  a  standing  order  with  the  Book 
Exchange,  an  arts  book  store  in  Cor- 
ning, N.Y.,  to  send  him  any  new 
editions  on  Venetian  glass.  (A  knowl- 
edge of  Italian  helps,  as  few  sources 
are  in  English.) 

Scouring  the  country  by  phone  and 
letter,  Solow  has  stumbled  upon 
some  great  bargains.  Recendy  one 
dealer.  Antiques  Coast  to  Coast  of 
Des  Moines,  Iowa,  sent  Solow  two 
unsigned  glass  goldfish,  which  he 
bought  for  $200,  believing  they  were 
by  Barovier.  But  Solow  found  out 
later,  from  a  book,  that  the  sculptures 
were  well-documented  pieces  made 
by  Archimede  Seguso  in  1937.  Chris- 
tie's estimates  that  thev  are  worth 
betNveen  $3,500  and  $4,500  each.  'T 
love  the  chase,"  says  Solow. 

The  best  public  collection  of  Vene- 
tian glass  in  this  country'  can  be  seen  at 
the  Corning  Museum  of  Glass  in  Cor- 
ning, N.Y.  If  you  have  pieces  that  you 
want  to  sell  or  know  more  about,  send 
a  photograph  to  the  Twentieth-Cen- 
tury Decorative  Arts  Department  of 
Christie's  East,  219  East  67th  St., 
New  York,  N.Y.  1002 1 ,  or  die  Twcn 
ticth-Centur>'  Decorative  Arts  De- 
partment of  Sothcbv's,  1334  York 
Ave.,  New  York,  N.Y.  1002 1 .        IH 
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Being  a  little  "different"  became  a  career  advantage 
for  Jennifer  Runyeon.  At  31,  she's  chief  executive 
of  a  $50  million  company. 

The 
nonconfoirmist 


By  Gail  Buchalter 

Her  family  moved  from  Brazil  to 
Greenwich,  Conn,  when  Jennifer 
Runyeon  was  12.  She  felt  a  stranger  in 
a  strange  land.  "My  clothes  were  dif- 
ferent, I  didn't  watch  television."  She 
just  couldn't  relate  to  American  ado- 
lescents and  their,  to  her,  strange  rites 
and  rituals.  Either  she  would  have 
to  change  or  dare  to  be  different. 
Jennifer  decided  to  be  different 
and  the  heck  with  whether  she 
was  out  of  step  with  her  peers. 
"At  an  early  age  I  found  being 
different  was  a  challenge,  but  I 
overcame  it  and  learned  from  it," 
she  says. 

Still  the  loner,  she  graduated 
with  a  business  degree  from 
Southern  Methodist  University 
in  1982.  She  tinkered  around  in 
the  commodities  business  work- 
ing for  Nashville -based  regional 
broker  J.C.  Bradford  &  Co.  and 
in  1986,  at  age  26,  opened  her 
own  commodities  trading  firm. 
Contemporary  Financial  Futures  ■ 
Corp.,  in  Dallas. 

But  still  ambitious  and  resdess,  she 
saw  a  classified  ad  for  a  bankrupt 
windshield  wiper  company.  Its  prod- 
uct: a  three- bladed  wiper  that  kept 
windshields  cleaner  than  traditional 
one-bladed  wipers.  A  bankrupt  outfit? 
And  what  did  she  know  about  wipers? 
These  drawbacks  didn't  faze  Run- 
yeon. She  was  used  to  being  out  of 
step.  "Many  companies  can  be  bank- 
rupt and  still  have  a  great  product," 
she  says.  Investigating,  she  found  that 
the  wipers  were  patented  and  made  of 
the  same  material  as  high-perfor- 
mance radial  tires,  so  they  lasted  long- 
er than  conventional  wipers. 

Checking  fiirther,  she  found  the 


company  had  less  than  $500,000  in 
sales  and  had  simply  run  out  of  capital. 
The  wipers  were  just  put  on  retail 
shelves  to  languish — unknown  and 
unpromoted. 

So  Runyeon  borrowed  $500,000 
from  a  stockbroker  friend — who  in 


Jennifer  Runyeon  of  Lifetime  Products 
Thinking  outside  the  box. 


return  got  a  50%  equity  interest  in  the 
venture — and  bought  Tripledge 
Corp.  in  1988.  Runyeon  renamed  it 
Lifetime  Automotive  Products.  "I 
had  a  lot  going  against  me.  I  was 
young,  a  woman,  and  I  had  a  new 
product,"  she  says.  "I  was  thinking 
completely  outside  the  box." 

Tight  on  working  capital,  Runyeon 
needed  profits  fast.  A  more  conven- 
tional business  person  would  have 
gone  along  with  the  accepted  wisdom 
that  automotive  products  sell  hca\ily 
on  price.  Runyeon  raised  her  price  to 
$19.95  from  $14.95,  more  than  three 
times  the  average  wiper.  But  as  a 
sweetener,  she  improved  the  qualit)' 


and  offered  a  lifetime  guarantee — 
something  other  wipers  didn't  have. 
Paying  marketing  representatives 
to  get  into  retail  oudets  proved  too 
cosdy.  So  Runyeon  went  right  to  the 
consumer.  The  company  had  never 
had  an  ad  budget  before.  That 
changed,  too,  with  Runyeon  spend- 
ing some  $500,000  for  consumer 
promotion.  But  instead  of  limiting 
the  ads  to  automotive  magazines,  she 
put  her  message  on  cable  television,  in 
upmarket  catalogs  such  as  Ham- 
macher  Schlemmer  and  in  magazines 
like  Parade.  When  she  could  do  it,  she 
negotiated  to  pay  for  the  ads  with  a 
portion  of  sales  after  the  ad  ran — no 
upfront  cash  needed. 

In  1989,  her  first  full  year  in  charge, 
sales  topped  $3  million.  (That  year 
she  also  sold  her  Dallas  commodities 
firm  to  her  partners.)  By  1990  sales 
had  leaped  tc  $20  million  and  Run- 
yeon had  a  story  to  tell  investors.  It 
was  time  to  go  public  and  solve 
the  capital  shortage  problem.  She 
negotiated  a  friendly  takeover  of 
Lifetime  Automotive  b\'  Trilos 
Corp.,  a  company  traded  on  the 
American  Stock  Exchange.  Tri- 
los' shares  had  been  trading  at 
around  50  cents,  but  the  shares  of 
the  new  combined  company  were 
recentiy  trading  at  11%,  for  a 
market  capitalization  of  $47  mil- 
lion. That  makes  Runyeon's  17% 
stake  worth  more  than  $8  mil- 
lion. The  broker  friend  who  had 
lent  Runyeon  the  money  to  buy 
the  company  in  the  first  place 
walked  away  with  $6.5  million  in 
notes. 

The  money  from  the  offering 
will  help  grease  Lifetime's  prod- 
ucts' entry  into  retail  outiets  b)cyond 
the  20,000  that  already  earn-  them. 
So  far  she's  given  the  exclusive  right 
to  sell  her  wipers  and  other  automo- 
tive accessories  to  a  Boston -based  dis- 
tributor called  Direct  to  Retail. 

What's  the  next  goal?  By  the  end  of 
this  year  Runyeon  thinks  she  has  a 
shot  at  making  hers  the  biggcst-scU- 
ing  wipers  in  the  $80  billion  automo- 
tive aftermarket. 

Would  this  success  stor>  have  hap- 
pened had  the  tccnagcd  Icnnittr 
Runyeon  caved  in  and  decided  to  be 
like  the  other  girls?  Wc  doubt  it. 
Hnircprcneurs  arc  rarely  conventional 
people.  ^ 
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The  Travelers'  commitmer\t  to 
quality  products  and  cost  control  starts 
with  35,000  employees  dedicated  to 
customer  satisfaction. 

Of  these,  12,000  work  exclusively  in  our 
Managed  Care  and  Employee  Benefits 
Operation. 

That's  the  real  Travelers  difference. 

But  the  numbers  get  even  more  impressive. 

50,000  cardfuUy  selected  and  credentialed  physi- 
cians and  specialists  and  600  hospitals  in  130  major 
metropolitan  areas. 

$1.6  billion  in  new  business  in  1990  —  testimony  to 
a  company  whose  health  care  network  delivers 
appropriate  care  more  efficiently  through  local  medi- 
cal management.  A  company  that  customizes  pro- 
grams because  it  understands  that  not  all  businesses 
are  the  same.  A  company  committed  to  avoiding 
illness  —  and  expense  —  through  wellness  and  coun- 
seling programs. 

Two  more  numbers  to  be  remembered.  The 
Travelers  is  backed  by  $55  billion  in  assets  and  by 
a  127  year  traditiorfpf  service. 

This  is  Manage«^Care  The  Travelers  Way. 

The  Travelers  Insu^ce  Company  and  its  Affiliates 
Hartford,  Connecticut  06183 

TheTrd^elersj 

You're  better  off  under  the  Umbrella! 


OlVxi  i  ne  iravclersCorpv^rahon. 


FACES  BEHIND  THE  FIGURES 


EDITED  BY  JASON  2WEIG 


The  Geneen  machine 

Harold  Gknkhn  continues  to  rede- 
fine "working  retirement."  The  mas- 
ter conglomerator  retired  in  1977 
after  building  IIT  by  buying  more 
than  350  companies.  These  days, 
fi-om  his  midtown  Manhattan  offices, 
Geneen  is  overseeing  an  initial  public 
offering  for  Finlay  E^nterprises,  Inc., 
the  highly  leveraged  jewelr\'  retailer  of 
which  he  is  chairman. 

Finlay,  once  part  of  publicly  traded 
Seligman  &  Latz,  runs  667  jewelry 
outlets  inside  Lord  &  Taylor  and 
other  department  stores.  With  the 
Jacob  Rothschild  family,  Geneen 
bought  Seligman  &  Latz  in  1985.  In 
1988  he  joined  a  management  group 
to  buy  out  the  Finlay  division  for 
$175  million,  most  of  it  borrowed. 

Last  year,  operating  income — $26 
million  on  $369  million  in  sales — fell 
more  than  $1  million  short  of  cover- 
ing Finlay's  interest  costs.  Fortunate- 
ly, the  stock  market  has  been  strong, 
accommodating  Geneen's  decision  to 
re-equitize.  Of  the  6  million  Finlay 
shares  being  offered,  the  company  is 
selling  just  over  5  million.  At  an  esti- 
mated $16  to  $18  a  share,  that  will 
raise  more  than  $80  million  and  cut 
long-term  debt  to  around  $90  mil- 
lion. Short-term  debt,  though,  will 
keep  the  overall  debt-to-equit\'  ratio 
at  a  high  4- to- 1  after  the  offering. 

Geneen  himself  will  do  nicely.  Of 
the  1  million  shares  being  sold  by 
insiders,  more  than  a  quarter  are  his. 


Market  mathematicians  Myron  Scholes  and  Fischer  Black 

"There  are  situations  where  people  use  the  formula  and  tney  shouldn't." 


a 


Geneen  should  clear  at  least  $4.4 
million,  valuing  his  nearly  650,000 
remaining  shares  at  more  than  $10 
million.  What's  more,  Geneen  says  he 
cashed  out  about  $5  million  in  Selig- 
man &  Latz  stock  during  the  1988 
Finlay  buyout.  That  gi\'es  him  about  a 
$20  million  return  on  his  original  $1 
million  stake  in  Seligman  &  Latz. 

But  isn't  his  selling  a  warning  sign 
to  potential  outside  shareholders?  'T 
happen  to  be  81  years  old,"  scoffs 
Geneen.  "At  what  point  do  you  think 


Former  ITT 
Chairman 
Harold  Geneen 
Finding  gold 
in  a 
jewelry  outfit. 


1  should  hold  until  I  sell  something?" 
While  heading  Finlay,  Geneen  is: 
also  negotiating  to  buy  and  stream-:  in 
line  14  East  German  machine  tooUlSla' 
makers.  "At  some  time  you  have  to 
retire — they  probably  take  you  off  the 
field  at  some  point,"  he  says.  "But  not 
right  now."  -R.\nd.\ll  L^nk 


Formula  for  success 

Rkmhmbhr  the  Black-Scholes  model? 
That's  the  mathematical  formula  for 
pricing  securities  options.  Misunder 
stood  and  improperly  used  b\'  portfo- 
lio insurers,  it  was  a  tactor  in  the 
market  crash  of  October  1987. 

The  model's  inventors  have  been 
honing  their  practical  experience. 
Fischer  Black  is  a  partner  at  Goldman, 
Sachs,  where  he  works  on  global  asset 
allocation.  In  the  derivatives  trading 
group  at  Salomon  Brothers,  Myron 
Scholes  is  kx^king  at  ever  w  ider  appli- 
catii>ns  of  the  formula. 

According  to  Black,  "There  arc 
situations  w  here  people  use  the  for- 
mula and  they  shouldn't."  That's 
Black  MiMid.u's  les.son  learned.  And 
the  formula's  applications  have  grow  n 
universal.  Scholes  adds  that  they  h.i\e 
"had  fim"  watching  markets  around 
the  world  experiment  with  their  for- 
mula. "Maylx"  it's  a  teenager  now," 
he  muses.  "It's  still  in  the  grtwvth 
phase." 
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Auto  racing 
executive 
William  Stokkan 
"We've  started 
to  expand  beyond 
rural  America." 


The  Black-Scholes  formula  is  influ- 
encing more  markets  than  ever.  Orig- 
inally conceived  to  value  options  on 
dividenci- paying  stocks,  the  formula  is 
now  being  used  to  find  arbitrage  op- 
portunities throughout  the  fixed  in- 
come markets.  Amoco  uses  it  in  calcu- 
lating the  return  on  building  and 
holding  inventories  of  crude  oil. 
Questions  as  to  the  size  of  stock  op- 
tions for  executive  compensation 
plans  are  also  being  addressed  by  the 
Black-Scholes  model. 

The  chaps  behind  the  formula  hit 
upon  it  on  an  autumn  afternoon  in 
1969  in  Belmont,  Mass.  Black  was 
then  31,  an  independent  finance  con- 
Ailtant  with  a  Har\'ard  Ph.D.  in  ap- 
plied math.  Scholes,  at  28,  was  an 
assistant  professor  of  finance  at  MIT.  It 
took  them  four  years  and  several  re- 
jections to  get  their  formula  pub- 
lished. Today  even,'  M.B.A.  candidate 
is  taught  the  formula. 

Any  joint  projects  between  the  two 
old  friends  in  the  works?  "Not  while 
we're  at  Goldman  and  Salomon,  I 
suppose,"  laughs  Black. 

-MWJHKT  KrIPAI^NI 

If  it  works  in  football . . . 

.  .  .  WHY  NOT  IN  auto  racing?  As  chair- 
man of  Championship  Auto  Racing 
Teams,  William  Stokkan  hopes  to 
turn  Indianapolis-500-st)'le  racing 
into  a  huge,  and  profitable,  profes- 
sional sports  business.  He  has  a  lot  to 
work  with — and  work  on.  Auto  rac- 
ing is  the  world's  second -biggest 
spectator  sport  (after  horse  racing). 
Hut  only  a  handftil  of  the  20-plus 
I  cams  that  race  each  year  e\'er  make  a 
profit.  This  year's  Indianapolis  500 
drew  record  crowds,  but  the  fewest 


qualifying  hopefijls  in  recent  historx'. 

So  Stokkan,  41,  plans  to  create  24 
auto  racing  franchises  by  1994.  Each 
team  will  share  television  and  gate 
revenues,  a  la  pro  football.  "Last  year 
the  champion  Ne\N'  York  Giants  got 
$28  million,  same  as  the  [cellar-dwell- 
ing] New  England  Patriots,"  he  says. 
"That  breeds  stabilit>'."  Stokkan 
hopes  to  land  a  fiill-season  network  r\' 
deal  and  to  organize  races  in  major  TV 
markets  like  Houston,  Miami  and  At- 
lanta. "We've  started  to  expand  be- 
yond rural  America,"  he  says. 

A  former  marketer  at  Playboy  En- 
terprises, Stokkan  says  attendance  at 
the  17  Indv-car  races  (including  the 
Indy  500)  rose  15%  in  1990,  to  2.6 
million,  while  total  estimated  reve- 
nues hit  S400  million,  up  $100  mil- 
lion from  1985.  New  sponsors,  in- 
cluding Target  Stores  and  Gillette, 
have  signed  on,  and  Stokkan  hopes 
franchising  will  attract  new  owners. 
Gentlemen,  start  your  engines. 
-John  Rarris 

Leapfrogger 

Why  vvoL'i.D  the  founder  of  a  boom- 
ing technology'  company  jump  ship  to 
start  a  tiny  software  firm?  "My  profes- 
sion is  inncnation  and  leapfrogging," 
says  Efraim  Arazi,  the  MiT-educated 
Israeli  who  founded  Scitex  Corp., 
Ltd.  in  1968. 

Scitex  (1990  sales,  $352  million) 
jolted  printing  and  the  graphic  arts 
into  the  electronic  age.  Manufactured 
in  Herzlia,  near  Tel  Aviv,  Scitex's 
computers  turn  color  images  into 
streams  of  digital  data  that  can  be 
manipulated  on  a  computer  screen, 
preparing  them  for  printing. 

Arazi,  now  54,  left  Scitex  in  1989 


to  leapfrog  into  desktop  publishing. 
His  San  Bnmo,  Calif -based  Elec- 
tronics For  Imaging,  Inc.  ( \s  hich  goes 
by  his  own  nickname,  Efi)  has  devel- 
oped softAvare  to  help  desktop  pub- 
lishers inject  brighter,  truer  colors 
into  whatever  they  publish.  The  mar- 
ket for  color  programs,  figures  Arazi, 
could  eventually  reach  several  billion 
dollars. 

Efi  also  makes  Fier\',  a  device  that 
converts  digital  color  copiers  into 
four-color  printers  that  can  connect 
with  remote  computers,  "read"  im- 
ages being  copied  and  then  print 
them  out  at  high  speed.  Fier\'  is  being 
offered  as  an  optional  add-on  to 
Canon  and  Xerox  digital  color  copi- 
ers. Efi  has  sold  about  200  (535,000 
retail)  in  the  first  two  months. 

Efi  was  scheduled  to  go  public  in 
August  1990  with  a  S6.5  million 
stock  oft'ering,  but  Arazi  says  the  Gulf 
war  put  the  deal  on  hold.  He  adds  that 
he  has  raised  upwards  of  $20  million 
through  licensing  fees  and  other  ad- 
vances from  clients,  and  will  wait  for  a 
few  quarters  of  sales  before  tr\'ing 
another  stock  oftering.  Meanwhile, 
the  thrill  lies  in  getting  his  new  com- 
pany oft'the  ground.  "For  me,  it's  no 
fijn  to  sit  on  top  of  a  company  [like 
Scitex]  that  repeatedly  does  good  ser- 
vice, good  product  and  evolves  like  a 
Digital  Equipment  Corp.,"  says 
i\razi.  "I'm  a  test  pilot.  I  love  to  go  for 
change." 

-RehdAbelson  ^ 


Digital-imaging  pioneer  Efra 

"I'm  a  test  pilot.  I  love  to  go  for  change." 
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Would  you  hire  yourself  to  manage  your  portfolio? 


ror  you,  investing  isn't  really  about  money  It's 
about  that  horse  farm  in  Kentucky  Or  four 
years  at  your  alma  mater  for  the  tw'ins.  Or  may- 
be a  vintage  P-51  Mustang  fighter — and  the 
time  to  restore  it. 

But  while  you've  built  a  nice  portfolio  over 
the  years,  you've  never  had  all  the  time  you 
need  to  manage  it.  You  could  go  directly  to 
the  money-management  superstars.  But  the 

minimum  investment 
is  beyond  the  reach  of 
most  investors. 
Fortunately  we  pio- 
neered a  way  to  put  even  a 
$50,000  portfolio  into  the  same 
professional  hands.  You  simply 
sit  down  with  your  Shearson 
Lehman  Financial  Consultant 
and  outline  your  goals.  Then 
we'll  help  find  the  best  money 
manager  for  \'Ou.  choasing  from 
those  recommended  b\"  our  staff 
of  37  invesmient  manager  eval- 
uation analysts.  You  pa\-  just  one 
annual  fee  based  on  the  size 
of  your  portfolio. 
Once  you've  opened  \-our  account, 
and  think  about  where  you  want  to  be 
in  the  future.  Your  Financial  Consultant  will 
monitor  your  portfolio,  year  after  year,  to  help 
you  get  there  from  here. 


You  can  get  there 
from  here: 


SHEARSON 

LEHMAN 

BROTHERS 


is^lWl  SluMison  Ivlim.m  HioiIkts  Uk    Mi'miIht  SIl'C. 


THE  FORBES/BARRA  WALL  STREET  REWIEW 


BY  ER  C  S.  HARDY 


In  today's  richly  priced  market,  inves- 
tors have  avidly  bought  stocks  of  in- 
dustries that  would  benefit  ft-om  an 
economic  recovery.  During  the  past 
two  weeks  railroads  and  trucking  were 
among  the  best-performing  industry 
factors,  according  to  Barra. 

To  reflect  a  more  complex  econo- 
my, Barra  does  not  divide  stocks  into 
traditional  industry  groups.  Rather,  it 
uses  regression  analysis  to  ascribe  each 
stock's  performance  to  one  or  more 
industry  factors.  That  is,  stock  prices 
of  companies  with  some  or  all  of  their 
revenues  from  railroading  behaved  as 
if  investors  were  bullish  on  an  under- 
lying "railroadishness"  factor. 

Railroads  will  reap  the  rewards  of 
the  cost- cutting  they  undertook  dur- 
ing the  recession,  says  Donaldson, 
Lufldn  &  Jenrette  analyst  Joel  Price. 
George  Morris  of  Prescott,  Ball  & 
Turben  agrees,  and  adds  that  railroads 
should  benefit  from  increased  hauling 
of  Russia- bound  grain. 


Special  focus 


Just  how  expensive  is  the  market.'  The 
classic  P/E  formula  omits  all  companies 
with  negative  or  negligible  earnings.  By 
that  formula,  the  average  stock  costs  16 
times  earnings.  But  Barra  says  it's  not 
hard  to  get  the  moncylosers  back  into  the 
equation:  Just  add  up  the  market  valua- 
tions of  all  publicly  traded  stocks  and 
compare  the  total  with  the  sum  of  all 
earnings,  whether  positive  or  negative. 
Including  the  moneylosers,  the  Barra 
trailing  12-month  p/e  is  24.  This  refine- 
ment is  particularly  relevant  now  that  a 
large  fraction  of  stock.s  arc  in  the  red. 

Percentage  of  U.S.  stocks  with  negative  earnings 

10% 


The  overall  market 


■82   '84   '86   '88   '90 '91 
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The  Barra  All-US  index 

Index  as  of  10/3/91 

Market  value:  $3,469.3  billion 

Price/book:  2.2 

P/E:  23.8 

Yield;  2.9% 


12-month  closeup 

■lamiidn 

■200  ttj  aomi  arenft 


Performance 

Last  4  weeks 
Since  12/31/90 


Price      Total  return 

-0.5%        -0.2°/o 
19.2  22.0 


'85 


'86 


'87 


'88 


'89 


'90 


'91 
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Closeup  on  the  market 


Index  or  investment 

Barra  All-US  index 

Sharpe/Barra  Growth  index ' 

Sharpe/Barra  Value  index  ^ 

Dow  lones  industrials 

S&P  500 

NYSE 

Nasdaq 

Amex 

EAFE' 

CRB  index*' 

Gold' 

Yen' 

Oil' 


2-week  change 
-0.6%  I 

-0.8  ■ 

-0.8  ■ 

-1.3  ■ 

-0.8  ■ 

-0.5 
-0.4 

1.2 

4.8 
-0.1 

2.6 
-2.8    I 

4.1 


I 
I 


%  change  from 

1  year 

5-year  high 

25.5% 

-2.3% 

31.5 

-2.9 

24.7 

-2.5 

18.6 

-2.3 

23.0 

-3.1 

23.6 

-2.5 

48.8 

-1.5 

21.1 

-6.0 

14.2 

-16.6 

-9.7 

-20.5 

-9.1 

-28.9 

-2.3 

-20.4 

-38.7 

-45.0 

The  best  and  worst  performing  stocks' 


The  best  and  worst  performing  industry  factors' 


Best 

Price 

2-week 
change 

1991 
EPS' 

Worst 

Medical  Imaging  Centers 

Price 
51/8 

2-week 
change 

-47% 

1991 
EPS' 

$0.80 

Global  Natural  Resources 

9'/4 

37% 

$0.26 

Video  Lottery  Technology 

28 

35 

0.55 

Comm  Psychiatric  Centers 
KnowledgeWare 

15V8 

^3 

2.01 

OEA 

531/2 

33 

1.75 

13 

-40 

1.63* 

Oracle  Systems 
HBO  &  Company 

14  1/8 
7^8 

30 
27 

0.38 
0.09 

RasterOps 

Cascade  International 

14V8 

51/4 

-36 
-33 

1.47* 
0.58 

Best 

2-week 
change 

Since 
12/31/90 

44.8% 

Worst 
Aluminum 

2-week 
change 

-7.0% 

Since 
12/31/90 

0.7% 

Railroads,  transit 

6.6% 
5.8 

Precious  metals 

-17.5 
26.1 
11.9 

:\'  1 

Iron  and  steel 
Thrifs 

Food  retailing 
Real  estate 

6  7 
5.1 
5.0 
4.6 

11.8 

15,8 

4.0 

17.5 

Trucking,  freight 
Media 
Electric  utilities 

5.2 
3.7 
3.1 

Note:  Data  for  period  ending  10/3/91.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S.  markets. 
AORs,  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average  earnings 
growth.  '  Total  return  of  a  portfolio  of  more  than  300  large-capitalization  stocks  characterized  by  low  price  to-book  ratios,  high  yields  and  low  price  to  earnings  ratios  '  A  ddlar-denominated  capitalization 
weighted  index  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  '  Index  of  21  commodity  futures.  '  Knight-Ridder 
Financial  Information.  ^  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Broker?  Estimate  System,  from  Lynch,  Jones  &  Ryan. » Shows  return  to  the  industry  factor  after  controlling  for  other  influences 
including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  '1992  estimate   Principal  source  Barra  Inc  .  Berkeley.  Calif 
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WHAT  THE  AHALYSTS  THINK 


BY  STEVEN  RAMOS 


?&P  500  P/E*  vs.  Aaa  bonds^  S&P  500  companies 

Ratio  of  estimate  increases  to  decreases 


*S&P  500  P/E  is  the  recent  price  of  tfie  S&P  500 
divided  by  estimated  earnings  over  tfie  next  12 
months.  tProjected  price-to-coupon  ratio  for 
Moody's  Aaa  corporate  bond  index. 


0.70 


0.50 


0.30 


0.10 


Forecasting  the  S&P  500 


% 
I 

n.3 


ONDJFMAMJJAS 
1990  1991 


Year         P/E 

199Q        16.2 

1991  155 

1992  13  1 
1991  estimtes  tar 

Rising  estimates 

furniture-apparel 
containers 
autopaits 
housewares 

5hces 


EPS 


NA 

-7% 

-Vh 

-5 

-2 

29 

*i9mt 

FiKncesteates 

airlines 

_^ 

3u'c<noCiles       .^^L 

5tr€ 

'^^ 

e'-rCt'C 

:i5e<ri-axi 

-r.ii 

Earnings  estimates  are  often  wide  of  the  mark  on  individ- 
ual companies,  but  tlieir  overall  trend  can  signal  when  the 
market  is  moving  into  dangerous  territor\'.  That  seems  to 
be  where  the  market  is  now.  The  graph  on  the  top  left 
shows  the  relationship  between  the  estimated  p/e  on  the 
S&P  500  and  the  projected  price-to-coupon  ratio  for 
Moody's  Aaa  corporate  bonds.  In  August  the  spread 
widened  to  29%.  That  means  equit\'  holders  are  willing  to 
pay  1 .29  times  as  much  as  bondholders  for  each  dollar  of 
income,  betting  in  essence  that  appreciation  of  the  under- 


lying equit)'  will  more  than  make  up  the  difference.  But 
that's  a  big  gap.  The  last  time  the  spread  exceeded  30%  was 
August  1987,  just  before  the  Oct.  19  crash.  Moreover, 
analysts  are  expecting  the  S&P  500  to  show  a  5%  decline  in 
earnings  in  1991 ,  and  the  pace  of  estimate -slashing  picked 
up  again  in  September. 

"We  have  been  saWng  since  April  that  investors  should 
pull  some  of  their  chips  off"  the  table  and  not  be  so  active  in 
the  equit)'  markets,"  says  Richard  Pucci,  a  \ice  president  of 
the  Institutional  Brokers  Estimate  Service. 


Who's  hot 


Greatest  increase  in  estimates  over  the  past  three  months 

Company/industry 

1990 
EPS 

1991  estimate 

recent     3-month  change 

P/E 

3-month 
price  change 

Reason 

Alex  Brown/securities  brokerage 

$0.50 

$2.22 

51% 

9 

28% 

Higher  commission  revenues  anu  ufiuerwriung  fees 

Louisiana  Pacific/forest  prods 

2.46 

1.84 

47 

22 

-5 

Increased  lumber  shipments  and  stronger  pricing 

American  President/maritime 
Whirlpool/household  appliances 
Affiliated  Bankshares  Col/banking 

-3.46 
1.04 
0.86 

1.85 

43 

19 

24 

Improved  volume  and  higher  shipping  rates 

2.34 
1.52 

39 
30 

15 
15 

11 
28 

Strong  performance  from  Brazilian  operations 

Higher  net  interest  revenue  and  lower  loan  loss  reserves 

Who's  not 

Greatest  decrease  in  es 

Company/industry 

timates  c 

1990 
EPS 

>ver  the  past  three  m 

onths 

P/E 

199 

recent 

$0.56 

1  estimate 

3-month  change 

3-month 
price  change 

Reason 

Cadence  Design  Sys/software 

$1.19 

-54% 

31 

-6% 

Slowdown  in  orders 

Amax/metals 

2.58 

0.75 

-51 

26 

-20 

Lower  aluminum  prices 

Citicorp/banking 

Timken/machinery 

Pyramid  Technology/computers 

0.57 
1.85 
1.61 

0.60 
0.66 
0.89 

-50 

25 

-S 

Higher  loan  chargeoffs  and  poor  credit  quality 

-49 
-48 

40 
19 

-2 
-9 

Lower  production  volume 
Rising  dollar  and  slowdown  in 

Note:  Companies  listed  have  a  market  capitalization  of  $100  million  or  more.    Earnings  prDjectk)ns  are  Wall  Street  consensus  esfnato  <Ma  ftom  3.000  secuhly  analysts 
compiled  by  the  Institutional  Brokers  Estimate  System,  a  sen/ice  of  Lynch.  Jones  &  Ryan  Investment  Services.  Aaa  txxxj  y«eM  forecasts  supplied  by  Bhie  Oxp  Economic  Advisors. 

NA:  Not  available 
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/Vdnd  the  security 
that  goes 
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N  OPPORTUNITY  TO  GIVE  YOUR 
IMILY  SOMETHING  PRICELESS 


A, 


Jl  of  US  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1  %  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 


Pncc  subject  to  change  without  nonce 


Forbes  Lake  of  the  O^rks 

Box    303,  Fort  Garland,  CO  81 133 

Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


Name. 


I     AddresS- 


City/Statc/Zip 
Telephone 


or  phone  816/438-2801 


10E3 


)pportunity  A  stalemer- 
ease  by  the  Secretary  o' 
Cristo  Ranches.  NYASe  178 


lA  -ind  read  it  betore  signing  anything  Ho  Federal  ayenuy  tiab  judged  irie  irienib  or  van. 
Mas  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  rxM  cons 
iry  of  Stale  has  in  any  way  passed  upon  \t\e  merits  of  such  offering   A  copy  of  the  oBenng  b^ 


THE  FUNDS 


THic  tale  of  two  fund  operators,  one  small  and 

own,  the  other  big  and  successful,  shows  that  a  lot 
nvestors  buy  fads  rather  than  long-term  performers. 

Virtue 
unrewairded 


By  Suzanne  L.  Oliver 

Robert  Bac\rell.\  is  a  good  money 
manager,  but  he  couldn't  sell  his  way 
out  of  a  paper  bag.  In  1986  Bacarella 
introduced  the  Monetta  Fund.  His 
investment  performance  has  been 
outstanding,  handily  outpacing  the 
stock  market,  yet  Monetta  has  accu- 
mulated a  trifling  S27  million  in  as- 
sets. That's  scarcely  enough  to  pay  off 
the  accountant,  the  la\%yer,  the  custo- 
dian and  the  landlord. 

Contrast  Michael  Freedman,  who 
brought  out  the  Blanchard  Strategic 
Growth  Fund,  also  in  1986.  He  sits 
high  in  the  elegant  comer  office  of  a 
Manhattan  skxscraper.  His  hard-sell, 
direct- mail  strategy'  has  Freedman 
rolling  in  SI  billion  in  assets.  His 
performance.-  Middle  of  the  road. 

The  tales  of  these  tu'o  fimds  pro\e 
again  that  funds  aren't  bought, 
they're  sold. 

Freedman  is  essentially  a  salesman. 
He  once  did  hard  selling  for  Bemie 
Comfeld's  collapsed  Investor  Cher- 
seas  Services.  He  has  also  sold  import- 
ed housewares,  diamonds  and  stocks. 

Robert  Bacarella,  42,  began  an  in- 
vestment club  in  1975  with  his  broth- 
er and  three  friends.  "We  started  with 
SI 50  each  and  $10  monthly  contri- 
butions. In  ten  years  we  wanted  to 
have  SI  million  and  operate  as  a  mu- 
tual fund,"  says  Bacarella,  sitting  in 
his  small  Wheaton,  111.  office. 

Bacarella  worked  days  in  the  pen- 
sion depanmcnt  of  auto-parts  manu- 
facturer Borg  Warner  from  1972  to 
1989.  At  night  he  studied  for  his 
M.B.A.  and  ran  the  investment  club. 
He  ran  it  like  a  tough  business  school 
course.  Members  were  assigned  in- 
dustries to  follow  and  had  to  make 
presentations  on   individual   stocks, 
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with  recommendations.  Bacarella 
grilled  the  presenters,  and  he  fright- 
ened a  few  of  them  away. 

By  1985  the  club  had  65  investors 
and  SI  million.  So  Bacarella  went  to 
work  registering  a  mutual  fund.  The 
first  sharkskin- suited  securities  lawyer 
Bacarella  met  wanted  S50,000  cash 


-  £  .  ;  .  -.^:   .  _-"se  Freedman 
For  you,  special!  Hatf  off! 


just  to  start  the  work.  It  took  Bacarella 
months  to  find  some  ex-Securities  & 
E.xchange  Commission  staffers  to 
register  the  Monetta  Fund  for 
SI 0,000.  Bacarella  also  signed  up 
Peat  Marv\ick  Mitchell  &  Co.,  a  for- 
mer employer,  to  do  the  ftind's  ac- 
counting for  a  cheap  S5,000  a  year. 
First  Wisconsin  Trust  Co.  gave  the 
fiind  a  break  on  custtxiial  fees,  charg- 
ing S6  p>cr  account  per  year,  33%  off. 
Monetta  Fund  shareholders  helped 
out,  too.  One,  who  worked  at  First 
Chicago  Bank,  arranged  discount 
brokerage  service  for  the  hand.  An- 
other, a  lawyer,  offered  the  Monetta 
Fund  an  office  for  S 1 00  a  month.  Still, 


the  1%  management  fee  on  SI  millior 
brought  in  just  510,000  a  year.  Sc 
Bacarella  sold  40%  of  the  manage^ 
ment  companv  to  fiiends  foi 
SI 50,000.  When  he  quit  his  job  at 
Borg-Wamer,  the  company  gave  hiir 
S60  million  of  its  pension  money  tc 
manage,  at  a  fee  of  0.5%  a  year.  Thai 
has  kept  a  roof  over  Bacarella's  head. 

For  four  years  Bacarella  unsuccess 
fully  tried  to  attract  the  1,000  share 
holders  necessary-  to  get  the  price  o» 
Monetta  Fund  shares  listed  in  news 
papers.  Bacarella  and  his  three -person 
staff  passed  out  hundreds  of  pam-' 
phlets  on  the  Monetta  Fund  at  trade 
fairs  in  Chicago  suburbs.  He  raffled 
T-shirts.  He  mailed  letters  to  neigh->  ■ 
borhood  parents  offering  to  contrib-J  - 
ute  S20  to  new  accounts  opened  in  a'  " 
child's  name.  No  response.  "I  can't 
believe  nobody  called,"  he  says.  Sa\'s 
Timothy    Cekal,    Bacarella's    stock' 
trader,  "Weeks  would  go  by  without 
any  new  shareholders.  Even'  sharc-^  - 
holder  we  had  was  the  relative  ck- 
fiiend  of  somebody  in  the  office." 

Yet  those  investors  smart  enough' 
to  beat  a  path  to  Bacarella's  door  have 
fared  handsomely.  Since  it  began,  his 
fund  has  averaged  a  15.5%  annual 
return,  according  to  Upper  Analx-tical 
Services,  Ixating  the  s&P  500  by  more 
than  2  percentage  points.  Monetta 
Fund's  1.5%  expense  ratio  last  year 
w  as  a  littie  on  the  high  side,  but  recent 
asset  gains  should  push  the  number 
down  to  1.2%  this  year. 

Only  7,404  investors,  however,  en- 
joy Bacarella's  gains.  More  than 
53,000  investors  are  shareholders  ot 
the  Blanchard  Funds. 

Maybe  Bacarella  should  take  a 
course  in  salesmanship  from  Michael 
Freedman.  Inside  the  offices  of  the 
Blanchard  Group  of  Funds  sits  a  re- 
ceptionist, with  t^^o  canvas  mailbags 
at  her  feet  brimming  with  business 
reply  cards  detached  from  direct  mail 
solicitations.  "Yes!  New  fiand!  Yours 
Free,"  the  cards  say.  Most  arc  re- 
quests for  infi>rmation  about  Blan- 
chard Short-Term  Global  Income 
Fund,  which  has  grown  to  $780  mil- 
lion since  it  w  as  stancd  in  lanuars'. 

In  another  room  four  men  sit  at  a 
table  stuffing  pamphlets,  p 
tuscs  and  application  forms  u  _  \ 
mailers.  Next  door  Hnt  shareholder 
service  agents  answ  cr  calls:  1 ,000  in  a 
recent  week.   In  the  comer  office, 
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nsconced  among  English  prints, 
nunter  green  walls  and  mahogany 
\irniture,  sits  Michael  Freedman,  49. 

The  success  of  the  Blanchard  tiinds 
s  rooted  in  marketing,  not  in  invest- 
ment philosophy.  In  1984,  after 
"reedman  sold  his  partnership  in  a 
itock  brokerage  firm,  he  approached 
lis  friend  James  Blanchard  III  with  an 
dea  for  a  mutual  fijnd.  It  would 
liiocate  its  assets  among  precious 
Tietals,  domestic  stocks  and  bonds 
and  international  stocks.  It  would 
capitalize  on  that  recent  buzz^vord — 
asset  allocation. 

Freedman  knew  Blanchard's  name 
ad  draw .  Blanchard  ran  a  newsletter 
on  gold,  a  successfiil  gold  and  silver 
coin  mail-order  business  and  a  well- 
attended  annual  investment  confer- 
ence for  individual  investors.  Blan- 
chard agreed  and  bought  a  minorit)' 
stake  in  the  Sheffield  Management 
Co.,  which  in  turn  brought  out  the 
Blanchard  Strategic  Growth  Fund. 

Freedman  hired  money  managers 
for  each  asset  group  of  the  Blanchard 
Strategic  Growth  Fund  and  an  econo- 
mist to  be  the  asset  allocator.  Freed- 
man's  smartest  move  was  to  persuade 
the  man  who  had  designed  Blan- 
chard's direct- mail  campaigns  to 
work  for  him.  Freedman  started  with 
Blanchard's  mailing  lists  of  some 
200,000  newsletter  subscribers  and 
conference  attendees;  later  he  rented 
Hj|  lists  of  the  Wall  Street  Journal  and 
Money  magazine  subscribers.  The 
ftind  raised  S200  million  in  a  year. 

In  June  1988  Freedman  brought 
out  a  precious  metals  fiind  managed 
by  the  outside  adviser  who  also  man- 
ages the  precious  metals  portion  of 
Strategic  Growth.  In  1989  Freedman 
added  a  money  market  fiind. 

When  it  comes  to  fees  and  charges, 
Freedman's  older  ftinds  are  no  bar- 
gain. But  part  of  his  pitch  is  that  for  a 
limited  time  the  investor  can  save  half 
)tf  the  account  opening  fee,  which  is 
S125  for  Strategic  Growth  and  Pre- 
cious Metals  and  S75  for  the  Short- 
lerm  Global  Income  Fund.  The  fee 
helps  Freedman  recoup  his  high  di- 
rect-mail costs.  Another  revenue 
^^)urcc:  the  ftinds'  unusually  large 
<).8%-per-year  12b- 1  (marketing)  fee 
( )n  the  Strategic  Growth  and  Precious 
Metals  hinds. 

Part  of  Freedman's  success  comes 
rrom  his  abilit\'  to  seize  on  and  pack- 


age the  latest  investment  fad.  Nearly 
1 8  months  after  Alliance  struck  gold 
with  its  Multi-Market  Trust,  a  short- 
term  global  income  ftind,  Freedman 
put  together  a  knockoff.  He  hired  a 
Swiss  firm  to  manage  the  ftind.  Then 
he  spent  SI  million  on  mailings  and 
newsletter  inserts  that  have  had  a 
phenomenal  3%  response  rate.  One- 
fiftii  of  respondents  have  become 
shareholders.  Thus,  by  sending  out 
1 ,000  pieces  of  mail  at  about  60  cents 
apiece  and  another  30  prospectuses, 
Freedman  gets  sLx  customers.  Cost  of 
putting  one  customer  on  the  books: 
S115.  That's  high,  but  the  fund's 
average  account  size  is  522,000, 
yielding  5154  of  revenue  per  year  at 
the  fijnd's  estimated  0.7%  expense 
ratio  (based  on  S250  million  in  ftind 
assets  and  some  subsidizing  of  ex- 
penses by  the  sponsor).  But  assets 
keep  flowing  into  the  fiind.  Freedman 
expects  its  expense  ratio  to  be  1.25% 
by  January'  1992  without  any  expense 


Monetta  Fund's  Robert  Bacarella 

They  snubbed  his  $20  ^  certificates. 


absorption. 

Now,  let's  look  again  at  perfor- 
mance. Blanchard's  Short-Term 
Global  Income  Fund  ranks  13th  out 
of  38  in  its  Upper  class  for  the  six 
months  through  September.  Strate- 
gic Growth  is  in  the  middle  of  its  peer 
group,  but  its  8.6%,  five  year  annual- 
ized return  is  puny  compared  with  the 
S&P  500's  14.7%.  Over  the  past  three 
years  the  Precious  Metals  Fund  had  a 
negative  8.7%  annualized  return,  put 
ting  it  at  29th  out  of  3 1  gold-oriented 
ftinds.  Some  disillusioned  investors 
have  moved  assets  from  the  Strategic 
Growth  Fund  to  the  Short-Term 
Global  Income  Fund.  But  when  the 


overseas  neld  advantage  diminishes, 
assets  may  leave  the  Short-Term 
Global  Income  Fund,  as  they  have  the 
Strategic  Growth  Fund. 

A  drag  on  performance  on  three  of 
the  Blanchard  fiinds  is  high  fees. 
From  the  \'anguard  Group,  investors 
can  get  a  gold  ftind  that  costs  0.4%  a 
year,  or  an  allocation  fiind  at  0.5%. 
Compare  Blanchard  Precious  Metals 
at  3%  and  Blanchard  Strategic  at  2.4%. 
The  Blanchard  money  market,  at 
1 . 1  %  a  year,  costs  four  times  as  much 
as  a  money  market  from  \'anguard. 

The  Blanchard  Fund  family  is  a  real 
moneymaker — for  the  operators,  that 
is.  As  for  fiind  buyers,  it  vividly  illus- 
trates the  fact  that  a  lot  of  them  don't 
comparison  shop. 

Meanwhile,  Robcn  Bacarella  plugs 
awav',  giving  his  investors  a  good  deal 
and  wishing  there  were  more  of  them. 
His  stvie,  going  back  to  the  early  days 
of  the  investment  club,  is  to  buy  into 
small  companies  with  good  revenue 
growth,  then  sell  the  stock  if  it  goes  up 
or  down  30% — don't  be  greedy  and 
don't  let  your  losses  get  away  from 
you.  Bacarella  often  sells  losers  before 
they  drop  30%,  but  he  is  rigid  about 
selling  when  he  has  a  30%  gain.  "No 
one  can  make  a  good  decision  about  a 
stock  that  has  been  successfiil  while  it 
is  still  in  his  portfolio,"  says  Bacarella, 
who  sells  the  winning  stock  and  re- 
considers it  for  purchase  a  month 
later.  "We  only  end  up  buving  back 
about  five  stocks  a  year." 

Bacarella  recendy  added  Interna- 
tional House  of  Pancakes,  at  an  aver- 
age cost  of  5 1 1 ,  banking  on  forecasts 
of  521  per  share  in  sales  for  1992, 
which  should  make  the  stock  worth 
$22  v^ithin  a  year.  The  stcx:k  rose  to 
13V4.  He  also  bought  Home  Shop- 
ping Network  at  6.  Bacarella  thinks 
the  company  will  take  in  5 1 5  a  share  in 
revenues  this  year  and  exp)ccts  the 
stock  to  go  to  at  least  9  in  a  year. 
Monetta's  other  large  positions  are  in 
Compression  Labs,  a  maker  of  video- 
conferencing svstems,  health  mainte- 
nance organization  U.S.  Healthcare 
and  greeting  card  maker  American 
Greetings. 

Bacarella  loves  managing  money, 
but  he  is  less  charmed  with  marketing 
and  running  a  business.  "If  I  knew 
then  what  I  know  now,  I  probably 
wouldn't  have  done  it,"  he  sav's  about 
his  slow-selling  mutual  ftind.         ■■ 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  hrm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  1WK1 
Ft.  Garland,  CO  81 133. 
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CAPITAL  MARKETS 


MONEY  &  INVESTMENTS 


I  Here's  how  to  pick  a  high-yield  tax-free  bond  fund.  There 
are  some  risks,  but  not  as  many  as  you  might  think. 

High  yield 
doesn't  always 
mean  junk 


BY  BEN  WEBERMAN 


Ben  Weberman  is  a  columnist 
for  Forbes  magazine. 


lN\'ESTORS  trolling  for  generous 
yields  in  this  market  when  rates  are  the 
lowest  in  years  should  consider  high- 
yield  tax-free  municipal  bond  funds. 

General -purpose  tax-free  fiinds  pay 
6.4%  while  the  high-yield  hinds,  as  a 
group,  are  paying  7.2%,  according  to 
Lipper  Analytical  Services.  Is  the  addi- 
tional 0.8%  a  year  worth  the  risk?  In 
the  case  of  most  municipal  bond 
funds,  the  answer  is  yes. 

The  basic  problem  for  the  individ- 
ual investor  is  weighing  all  the  ele- 
ments that  must  go  into  the  decision 
of  buying  a  municipal  issue:  What's 
the  economic  situation  of  the  issuing 
jurisdiction;  how  secure  is  the  credit; 
and  are  there  additional  guarantees 
like  bond  insurance  or  letters  of  cred- 
it? And  so  on.  Lots  to  consider. 

Without  sufficient  credit  analysis 
and  up-to-date  financial  information, 
an  investor  is  likely  to  get  stuck  with 
losses  from  sick  hospital  bonds  or 
turbulent  airport  issues.  Some  losses 
will  come  from  market  declines  be- 
cause of  downgrading,  others  fi"om 
missing  interest  and  principal  pay- 
ments because  of  outright  default. 


That's  why  mutual  funds  make 
more  sense.  Mutual  fund  organiza- 
tions, especially  the  larger  ones,  have 
credit  analysts  who  keep  on  top  of  the 
fortunes  of  issues.  Substantial  buyers, 
they  receive  early  calls  from  market 
sources  about  unfolding  develop- 
ments. Individual  investors  can't  ex- 
pect much  along  these  lines. 

Look  for  fiinds  that  place  some 
emphasis  on  quality'  even  though 
their  objective  is  high  Nield.  They  go 
after  total  return  and  issue  yield.  The 
stress  is  on  trading  profits  fi-om  fallen 
angels  that  will  recover,  more  than  on 
high-risk,  high-return  junk  bonds. 

While  the  7%-plus  \ields  are  attrac- 
tive to  investors,  the  high-\ield  funds 
should  also  be  considered  in  terms  of 
total  return.  That  is,  the  sum  of  price 
gain  and  interest  received.  In  an  aver- 
age total  return  of  11.13%  for  the 
high-xield  fiinds  over  the  past  12 
months,  Lipper  shows  a  gain  of 
16.22%  for  Vanguard's  Municipal 
High-Yield  fiind.  Fidelit>'s  Aggressive 
Tax-Free  fiind  has  a  total  return  of 
11.63%,  and  the  T.  Rowe  Price  Tax- 
Free  High-Yield  fiind  gained  1 1.79%. 

But  total  return  is  a  volatile  mea- 
sure, propelled  not  only  by  overall 
market  trends  but  also  factors  like 
average  maturit\'  and  credit  qualirv' 
risk.  Thus,  the  big  jump  for  \'anguard 
this  year  compares  with  8.76%  annual 
average  total  return  over  the  last  five 
years,  or  8 .2 1  %  for  T.  Rowe  Price  and 
8.87%  for  Fidelit)'  Aggressive. 

A  large  number  of  high-yield  bond 
mutual  funds  exist.  Lipper  lists  26. 
They  have  differing  characteristics 
that  must  be-  measured  by  investors. 
V^anguard,  for  example,  goes  for  un- 


der\alued  situations  and  has  minimal 
holdings  of  non-investmcnt-qualin,' 
or  unrated  bonds.  Ian  MacKinnon, 
head  of  the  fixed  income  group  at 
Vanguard,  says  the  average  qualit>'  of 
the  billion-dollar  portfolio  is  A,  with 
only  12%  of  its  bonds  unrated. 

As  an  example  of  trading  profit 
potential  without  dipping  into  the 
junk  categor\',  he  points  out  that  6% 
of  the  portfolio  is  invested  in  .AAA- 
rated  State  of  California  debt.  VVTiile 
these  securities  earn,'  annual  interest 
of  only  6.7%,  he  expects  a  sharp  price 
rally  as  the  state  gets  its  budget  deficit 
into  shape.  At  that  time  the  securities 
will  be  sold  for  market  profit. 

Some  of  the  portfolio  is  invested  in 
bonds  that  are  subject  to  .\MT — alter- 
native minimum  tax — which  taxpay- 
ers with  a  high  proportion  of  tax 
shelters  must  pay.  Only  9%  of  the 
portfolio  is  in  hospital  bonds.  The 
biggest  holding  is  19%  in  essential 
electric  utilit>'  bonds. 

T.  Rowe  Price's  Tax-Free  High- 
Yield  fund  has  26%  of  its  portfolio  in 
bonds  below  investment  grade,  says 
William  Reynolds,  portfolio  manager. 
He  characterizes  the  bonds  as  "not 
junk  but  less  liquid,  smaller  issues." 

Reynolds  mentions  Kentucky's 
Vanceburg  Electric  as  a  security'  that 
was  in  default  when  purchased  but 
which  subsequendy  became  current 
and  was  sold  for  a  large  profit. 

At  Fidelit)',  Anne  Punzak,  manager 
of  the  Aggressive  Tax-Free  fiind, 
notes  that  35%  of  the  portfolio  is  in 
non-investment-grade  issues.  The  lat- 
ter are  predominantly  health  care  and 
utilities.  The  orientation,  as  with  the 
two  fiinds  mentioned,  is  toward  total 
return.  An  example:  3%  of  the  portfo- 
lio is  in  CCC-qualit>'  bonds,  such  as 
Arizona  Health  Facilities  Authority' 
St.  Luke's  Hospital  of  Phoenix.  The 
institution  had  some  problems  during 
a  management  change  but  is  now- 
showing  improvement.  Its  rating 
should  be  upgraded  to  B  or  even  BB 
fi-om  the  current  CCC,  bringing  com- 
mensurate price  improvement. 

In  addition  to  hinds  mentioned 
here,  there  are  dozens  of  single-state 
fiinds.  Interest  on  national  funds  is 
generally  subject  to  state  income  tax 
although  exempt  from  federal  income 
tax,  w  hilc  revenues  fi-om  in-state  secu- 
rities arc  usually  exempt  from  federal 
as  well  as  from  home  state  taxes.    Hi 
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It  is  time  for  new  market  leadership  among  the  smal 
caps,  and  it  will  come,  not  from  growth  stocks, 
but  from  stocks  that  provide  unexpected  growth. 


Surprise 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  He  has  written  two  books:  The 
Wall  Street  Waltz  and  Super  Stocks. 


In  May  I  started  saying  that  so-called 
value  stocks — those  at  cheap  statisti- 
cal valuations — would  do  better  than 
recognized  growth  stocks  selling  at 
fancy  prices.  It  hasn't  happened  yet. 
The  so-called  growth  stocks  have 
continued  to  outperform  the  others. 

In  the  third  quarter  they  did  more 
than  twice  as  well  as  the  value  stocks. 
The  OTC  Composite  index,  which  ba- 
sically measures  medium-size  growth 
stocks,  was  up  more  than  10%.  Mean- 
while, the  Value  Line  Arithmetic  in- 
dex, a  prett}'  darn  good  prox\'  for 
America's  average -size  stock  with  av- 
erage valuations,  was  up  only  a  hair 
over  5%.  By  simple  math,  the  hard-to- 
measure  value  sector  must  have 
lagged  even  more. 

It's  the  old  story.  Trends  go  to 
extremes.  The  big  pension  plans,  the 
guys  with  all  the  bucks,  and  often  the 
greatest  fools,  have  thrown  alloca- 
tions at  "growth"  this  year  like  mud 
at  a  wall.  But  it's  a  litde  late  now.  We 
are  five  years  into  the  growth  fad.  In 
1986,  when  the  growth  stock  bull 
market  began,  the  big  boys  were  buy- 
ing the  value  stocks  that  had  been  hot 
in  the  prior  four  years,  and  have  done 
zip  ever  since.  Just  as  they  got  on  the 
bandwagon  late,  they  will  be  late  in 
getting  off.  Don't  be  like  them. 

My  advice  to  my  readers  is:  Buy  into 
the  next  five  years'  value  cycle  before 
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the  big  investors  do.  Not  growth. 
Expectations  for  well- recognized 
smaller-growth  names  are  at  levels  I 
have  seen  only  in  1983 — higher  than 
those  of  1972 — and  both  of  those 
were  simply  disastrous  times  to  buy 
recognized  growth. 

The  reason  I  think  value  stocks  will 
do  better  than  recognized  growth  is 
simply  that  among  those  value  stocks 
will  be  some  that  provide  unexpected 
growth.  Here  are  three  I  like. 

Computer  Task  Group  (8)  was 
among  the  stocks  suggested  in  my 
ven'  first  Forbes  column,  way  back  on 
luly  16,  1984.  The  stock  nearly  tri- 
pled in  the  next  two  years,  but  has 
since  drifted  back  almost  to  the  S7 
w^here  it  was  when  I  first  recommend- 
ed it.  I  think  it's  time  to  buy  again. 
The  company  was  then  and  is  now 
among  the  top  vendors  of  computer- 
related  serx'ices  to  large  corporations. 
If  you're  a  huge  firm  having  trouble 
with  your  large  tangle  of  computer 
software  or  developing  more  of  it,  you 
have  a  mess  on  your  hands.  Computer 
Task  Group  is  a  firm  you  would  seek 
to  help  clean  up  your  mess. 

Not  only  has  the  firm  grown  over 
the  years,  albeit  not  at  explosive  rates, 
but  it  is  also  ven'  strong  financially.  Its 
nonearning  cash  flow  is  big  enough  to 
pay  oft"  all  its  debt  in  less  than  three 
years.  I  think  it  can  grow  for  a  long 
time.  This  turf  is  a  long  way  fi-om 
being  all  staked  out.  And  no  one  is 
more  experienced  or  skilled  in  it  than 
Dave  Campbell  and  Jack  Courtney, 
who  run  Computer  Task  Group.  I 
have  watched  them  for  ten  years  and 
am  \cr\'  confident  of  their  skills.  But 
the  best  part  is  you  don't  have  to  pay 
up  for  them.  The  stock  is  about  w  here 
it  was  in  1984,  despite  the  firm's 
being  three  times  larger.  It  also  sells 
for  25%  of  its  annual  revenue,  80%  of 
book  value  and  less  than  10  times 
w  hat  it  will  be  earning  after  this  reccs 
sion  is  just  a  historical  statistic. 
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Chemed  (20)  is  a  stock  nobody 
expects  amthing  fi-om.  I  must  really 
be  a  fool  to  think  it  can  do  well.  It' 
down  near  its  1990  lows,  ha\ing  fallen 
fi-om  39  in  1989,  and  it  has  been 
nowhere  in  the  last  decade.  You  could 
have  bought  the  stock  at  this  price  in:  J 
1982's  bear  market.  Where  is  th 
sizzle.'  I  try  not  to  buy  sizzle,  but  it  i 
hard  to  beef  at  a  firm  that  is  cash  ric 
with  a  strong  balance  sheet,  has  bee 
reducing  debt,  bu\ing  back  shares 
will  be  doing  more  of  the  same  and 
which,  meanwhile,  has  a  10%  divi- 
dend yield.  And  all  this  in  a  firm  where 
part  of  the  business  is  a  simply  great 
brand  name — Roto- Rooter — and  in 
the  other  part,  the  distribution  off^ 
janitorial  supplies,  you  have  high  rela- 
tive market  share.  Despite  low  expec- 
tations, I  will  bet  both  areas  do  nicely-  — 
in  the  1990s — and  the  stock,  too 

Carlisle  {35 )  is  another  stock  I  likc'K. 
now  that  has  gone  nowhere  forever ii 
and  w  here  there  are  few  or  no  investor 
expectations  for  growth.  Problem  is: 
Carlisle  is  too  diversified  and  in  too 
many   seemingly   boring   areas   like 
automotive  parts,  wire  and  cable,  and 
roofing  materials  for  folks  to  enxision 
growth  prospects.  .\nd  in  the  one  area 
that  seemed  to  have  pizzazz,  its  tech 
nology  segment,  results  have  bccnilhV 
sad,  having  just  sutlered  a  major  re- 1  ci 
structuring  charge.  |r: 

But  kx^k  overseas  and  to  acquiM 
rions  and  I  think  vou  will  sec  10     lo 
12%  growth.  Starting  from  a  basC'l^ti 
w  here  the  stock  is  cheap,  that  should 
be  more  than  enough  to  push  the 
price  higher.  Selling  at  120%  of  btK)k 
value,  which  is  understated,  and  10 
times  postrecession  earnings  is  fine 
But  Carlisle's  huge  nonearning  cash 
throwx)rt"  is  spectacular — its  annual 
cash  flow  \ield  is  almost  20%.  I  w  ould 
expect  it  to  use  some  of  that  cash  flow 
to  buy  back  more  siixk,  as  it  has  been 
doing,  w  hich  will  also  help  dnvc  Car- 
lisle's stcK'k  hik;her.  Hi 
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Assuming  that  today's  winner  will  be  tomorrow's 
:S  well  is  a  dangerous  assumption.  Be  careful 
jf  making  it  unless  you  have 
;.  very  long  time  frame. 

Lessons  from 


the  past 


/ark  Hulbert  is  ed.tcr  ^:  ;r.e  Alexandria,  Va.- 
aased  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance) 


'^.\ST  PERFORALWCE  is  no  guarantee 
of  future  results."  So  goes  the 
catchphrase  you  find  in  ads  for  money 
managers  and  mutual  funds.  The 
truth  is  sometimes  even  more  sober- 
ing than  this.  Past  performance,  if  you 
aren't  careful  about  how  you  look  at 
r,  does  not  pro\ide  even  a  glimmer  of 
;uture  results. 

I  analyzed  data  gatliered  for  my 
Hulbert  Financial  Digest  to  deter- 
mine the  connection  between  past 
and  future  among  investment  letters. 
The  clear  conclusion  is  this:  The  list 
of  the  best  performers  over  the  past 
quarter  or  year  is  worse  than  useless 
s  a  gauge  of  which  will  beat  the 
.   market  over  the   coming   3   or   12 
k   months.    On   the   other   hand,   the 
j  ranking  of  the  best  long-term  per- 
formers (over  five  years  and  longer, 
■   'hat  is)  is  verv'  valuable  in  picking  an 
nvestment   letter,  especially   if  you 
Man  to  stay  with  that  letter  for  at  least 
another  five  years. 

Consider  how  poorly  you  would 

have  done  over  the  last  decade  had 

I    \c)u  switched  each  year  into  those 


letters  that  had  beaten  the  market 
over  the  previous  12  months.  For  the 
ten  years  ending  mid- 1991,  you 
would  have  a\eraged  a  pathetic  3%  a 
vear  with  this  strateg)-.  That  compares 
with  14%  for  the  Wilshire  5000  (both 
figures  are  for  total  return).  Even  the 
one-year  losers  did  better  than  the 
one -year  winners:  A  portfolio  that 
invested  each  year  in  the  pre\ious 
year's  losers  made  12%  a  year. 

This  result  may  do  no  more  than 
confirm  your  anecdotally  based  suspi- 
cions. All  too  often,  the  investment 
ad\iser  who  is  on  top  for  performance 
over  one  year  is  at  the  bottom  the 
next.  Joe  Granville's  Granville  Mar- 
ket Letter  provides  a  classic  example. 
After  finishing  in  first  place  among  97 
contestants  for  performance  during 
1989,  it  came  in  last  in  1990  with  a 
loss  of  70%. 

The  essentially  random  nature  of 
short-term  performance  rankings  also 
can  be  seen  in  the  experience  of  one  of 
the  mutual  fijnd  advisorx'  services  I 
track.  No-Load  Fund*  X,  edited  by 
Burton  Bern.',  has  made  a  valiant  at- 
tempt over  the  years  to  devise  a  mutu- 
al fund  switching  system  based  on 
funds'  short-term  performance  rank- 
ings. His  system  calls  for  monthly 
switching  into  those  funds  that  have 
had  the  highest  performance  rank 
over  the  previous  1,  3,  6  and  12 
months.  This  system  hasn't  beaten 
the  market.  Over  the  last  ten  years, 
Bern 's  recommendations  produced  a 
return  averaging  over  3  points  a  year 
below  the  market's  14%. 

0\  er  how  long  a  period  should  you 
judge  performance  in  order  to  in- 
crease your  odds  of  investment  sue 
cess?  Five  years,  at  least,  and  ten  years 


would  be  even  better. 

Since  mid- 1985  to  date,  the  period 
for  which  I  ha\  e  data,  a  portfolio  that 
invested  with  the  five-year  market- 
beaters  and  stayed  with  them  for  five 
years  averaged  an  annual  return  of 
15.1%.  This  is  nearly  three  times  as 
much  as  the  6.2%  gained  by  a  portfo- 
lio that  invested  according  to  those 
advisers  who  didn't  beat  the  market 
o\'er  the  pre\ious  five  years — and  al- 
most twice  the  8.2%  return  of  second- 
ary' stocks,  as  measured  by  the  Nasdaq 
OTC  Composite  index. 

True,  the  portfolio  of  five-year  win- 
ners slightly  lagged  the  blue-chip- 
dominated  s&P  500,  which  gained 
15.6%  a  year.  But  more  than  amthing 
this  is  a  reflection  of  the  fact  that  the 
blue  chips  have  dominated  this  bull 
market,  while  secondaries — the  spe- 
cial pro\ince  of  investment  letters — 
have  been  laggards.  In  a  more  normal 
market  in  which  secondaries  reassert 
their  historical  dominance  over  the 
blue  chips,  I  would  expect  the  long- 
term  winners  to  continue  to  beat  the 
s&P  500. 

How  about  a  strateg)'  of  investing 
with  the  10-year  market  beaters.^ 
Since  I  have  only  1 1  years  of  data  for 
investment  letters,  I  have  only  one 
year's  experience  for  such  a  strateg\' — 
not  enough  for  more  than  a  tentative 
conclusion.  But  so  far  the  portfolio 
that  follows  the  10-year  winners  is 
well  ahead  of  the  market. 

The  bottom  line?  While  the  jur\-  is 
still  out  on  whether  we'll  be  able  to 
de\isc  a  foolproof  way  of  exploiting 
past  performance  to  beat  the  market 
in  the  future,  there's  no  doubt  that 
going  with  the  long-term  winners 
dramatically  increases  your  odds  of 
success.  The  average  long-term  mar- 
ket beater  will  perform  much  better  in 
the  future  than  the  average  long-term 
loser.  Random  walkers,  take  note. 

Which  letters  have  the  best  long- 
term  performance?  Just  five  arc  ahead 
of  the  market  for  performance  since 
1980:  the  Zwciq  Forecast,  the  Value 
Line  Investment  Survey,  the  Chartist, 
the  Value  Line  OTC  Special  Situa- 
tions Sun'rt;  and  Growth  Stock  Out- 
look. WTiile  there's  no  guarantee  these 
fi\  e  will  beat  the  market  over  the  next 
decade,  (xids  nevertheless  are  over- 
whelming that  they  will  do  bcner 
than  the  average  letter  that  didn't  beat 
the  market  since  1980.  tM 
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Anywhere  but  on  Wall  Street  the  process  used 

to  estimate  company  earnings  would  be  viewed  as  a 

total  insult  to  the  public's  intelligence. 

Fiction  and 
forecasts 


BY  FREDERICK  E.ROWE  JR. 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 


My  formal  introduction  to  the 
stock  market  took  the  form  of  a  busi- 
ness school  course  called  "Security 
Analysis  and  Portfolio  Management." 
The  term  project  was  to  "carefully 
analyze  a  publicly  traded  company." 
When  my  paper  was  returned  to  me, 
viciously  scratched  in  red  ink  below  a 
less-than-outstanding  grade  was  the 
comment,  "This  sounds  like  it  could 
have  been  written  by  some  Wall  Street 
stock  brokerage  firm." 

The  comment  was  not  intended  or 
taken  as  a  compliment.  Nor  was  there 
any  intimation  that  I  had  plagiarized 
the  work  of  some  Wall  Street  genius. 
What  the  good  professor  was  really 
saying  was,  "This  is  lightweight  stuff. 
You  don't  have  any  idea  what  you  are 
talking  about."  Needless  to  say,  the 
professor  was  right. 

Today,  of  course,  in  the  collective 
mind  of  the  institutional  investors 
who  dominate  the  market,  knowing 
what  you  arc  talking  about  with  re- 
spect to  an  individual  sccurit)'  is  sec- 
ondary to  the  asset  allocation  deci- 
sion. Do  we  want  to  own  stocks.^  If  so, 
how  do  we  allocate  our  funds?  How 
much  money  do  we  invest  in  large 
capitalization     value     stocks?     How 
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much  do  we  invest  in  small-cap 
growth  stocks?  Do  we  overweight 
health  care  or  underweight  health 
care?  This  is  no  longer  stock  picking. 
It  is  commodity  trading. 

Once  asset  allocation  decisions 
have  been  made,  the  portfolio  manag- 
er must  move  fast.  Growth  as  opposed 
to  value  investing  is  currently  in 
vogue.  A  typical  portfolio  manager 
relies  on  Wall  Street  for  earnings  esti- 
mates. Are  earnings -per- share  esti- 
mates rising?  Are  we  under-  or  over- 
weighted in  this  sector?  Which  chart 
patterns  look  best?  Bam!  Decisions  on 
individual  stocks  are  made  and  buy 
tickets  are  handed  to  the  institutional 
trader.  In  fast-moving  markets,  there 
is  no  time  for  agonizing  over  individ- 
ual securities. 

It's  now  a  world  where  companies 
that  equal  or,  it  is  hoped,  exceed 
widely  circulated  earnings-per-share 
estimates  are  rewarded  in  the  stock 
market,  and  companies  that  disap- 
point are  punished.  But  whence  come 
these  all-important  earnings-per- 
share  estimates,  the  slightest  devi- 
ation from  which  causes  wide  swings 
in  the  market?  For  the  most  part  they 
are  spoon-fed  by  company  manage- 
ments to  the  analysts  who  follow  their 
industries.  Readers  of  Wall  Street  re- 
search will  frequentlv  read  sentences 
like,  "United  Zip  Lock  earned  SI  .34 
for  the  third  quarter,  which  was  in  line 
with  our  estimate  of  $  1 .33  to  $1 .35." 

A!T>'where  else  but  on  Wall  Street 
the  process  of  estimating  would  be 
viewed  as  a  total  insult  to  the  public's 
intelligence.  Imagine  fBS'  Dm\  R.uh- 
er  having  a  private  conversation  with 
President  Bush.  R.uher:  "President 
Bush,  what  time  will  you  go  to  bed 
tonight?"  President  Bush:  "I  expect 
I'll  go  to  bed  right  after  the  1 1  i)Vlock 


news."  Rather  then  goes  on  nationa. . 
television:  "Last  night,  the  President 
went  to  bed  at  1 1 :34  p.m.,  which  was 
in  line  with  our  estimate  of  1 1 :33  to 
II  :35  p.m." 

Generally  accepted  accounting 
principles  give  companies  fairly  wide 
latitude  in  how  they  recognize  reve- 
nues and  how  they  recognize  ex- 
penses. ( Did  you  hear  about  the  Texas 
Aggie  football  player  who  signed  a  SI 
million  contract  to  play  pro  ball?  Yep, 
S 1  per  year  for  the  next  million  years. ) 
Resourcefiil  chief  executive  officers 
and  chief  financial  officers  can  tailor 
earnings  reports  for  amazingly  ex- 
tended periods  of  time,  depending 
upon  the  pictures  they  wish  to  present 
to  Wall  Street.  This  is  particularly  true 
for  companies  that  are  growing. 

Eventually,  however,  the  chickens 
come  home  to  roost  and  earnings- 
per-share  figures  must  reflect  some- 
thing close  to  balance-sheet  realities. 
A  notable  example  is  Community  Psy- 
chiatric Centers,  twice  negatively 
mentioned  in  this  column  (Oct.  29, 
1990  and  Feb.  18).  Until  the  diird 
quarter  of  1991  the  company  had 
strung  together  more  than  80  consec- 
utive quarters  of  rising  earnings,  de- 
spite all  sorts  of  industn,'  problems.  In 
order  to  maintain  its  record,  the  com- 
pany employed  even*'  legal  trick  in  the: 
book.  By  and  large,  however,  the 
analysts  dutifiilly  accepted  manage- 
ment's optimistic  forecasts.  Then,  for 
the  third  quarter,  it  reported  earnings 
of  1  cent  per  share  versus  43  cents  a 
vear  ago.  The  stock  has  dropped  from 
a  1991  high  of  40  to  16.  The  compa- 
ny finally  admitted  that  there  were  a 
few  problems  with  its  receivables. 

Interestingly,  there  is  an  emerging 
trend  for  managements  to  come  clean 
with  the  numbers  sooner  rather  than 
later.  This  trend  has  nothing  to  do 
with  Wall  Street  analysts  becoming 
more  perceptive.  They  haven't.  Rath- 
er, accounting  firms  and  directors 
who  can't  get  liabilin  insurance  arc 
less  willing  to  enable  Wall  Street  and 
the  managements  they  oversee  to  de- 
lude each  other. 

A  few  ct>mpanies  whose  uys\'  eam- 
ings-per  share  rtgures  I  feel  present 
tcx>  favorable  a  picture  are  Compres- 
sion I  Jibs  (21),  M)-()ff'  Stores  (23), 
Healthcare  Sen'ices  Group  {22)  and 
McDonnell  Dounlas  Corp.  (63).  I 
would  avoid  them.  §■ 
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When  you  buy  bonds,  don't  bite  at  new  issues. 
:ul  They  are  almost  invariably  overpriced. 

Herd  on 
The  Street 


BY  MAHHEW  WINKLER 


Matthew  Winkler  is  editor-in-chief 
of  Bloomberg  Business  News. 


Sometimes  you  get  a  better  value 
from  a  used  car  than  you  do  from  a 
spanking  new  one  right  off  the  show- 
room floor.  It's  an  argument  that  can 
be  applied  with  equal  logic  to  the 
corporate  bond  market. 

Why  is  that?  New- issue  prices  on 
bonds  typically  are  too  high  and  their 
yields  are  too  low  compared  with  the 
rest  of  the  market.  That's  because 
corporations,  frilfilling  their  fiduciary 
duty  to  stockholders,  play  one  under- 
writer against  another  to  get  the  low- 
est possible  borrowing  cost.  Yield  for 
the  investor  therefore  suffers.  Which 
in  turn  doesn't  say  a  whole  lot  about 
the  investment  savvy  of  institutions 
that  buy  almost  all  of  the  new  issues 
that  come  to  market. 

The  $987  billion  corporate  bond 
market  is  one  of  those  rare  shops 
where  the  seasoned  merchandise  sit- 
ting on  the  shelf  frequently  has  great- 
er value  than  the  pristine  stuff  waiting 
to  be  unpacked.  Nevertheless,  institu- 
tional investors — often  forced  to  buy 
in  bulk — grab  the  newest  offerings 
because  they  can  buy  in  huge 
amounts  at  a  set  price. 

Take  Deere  &  Co.'s  8.25%  bonds 
maturing  in  1996.  Sold  on  May  31  at 
a  price  of  99.772  to  yield  8.304%,  the 
bonds  rose  to  100.54  by  Sept.  3  after  a 
summer-long  bond  market  rally. 


By  contrast,  any  investor  on  May 
31  could  have  snapped  up  similarly 
rated  Philip  Morris  dusty  8.875% 
bonds  due  in  1996  at  a  price  of 
101 .45.  By  Sept.  3,  thev  were  quoted 
at  102.95. 

The  difference:  The  Deere  issue, 
fresh  from  the  printer,  appreciated 
$7.68  per  $1,000  bond.  The  slightly 
yellowed  Philip  Morris  bonds  gained 
$14.10  for  each  $1,000  bond  during 
the  same  period.  Deere,  astute  about 
its  cachet  with  underwriters,  could 
not  refuse  an  offer  from  its  underwrit- 
ers to  sell  the  bonds  at  a  yield  well 
below  those  on  comparable  outstand- 
ing issues. 

The  Deeres  initially  were  priced  to 
yield  at  least  10  basis  points  less  than 
similarly  rated,  similarly  structured 
bonds.  By  June  18  the  Deere  bonds 
yielded  18  basis  points  less  than  simi- 
larly rated  bonds. 

Wall  Street  is  experiencing  a  bond- 
selling  boom  that  is  fattening  its  prof- 
its. During  the  first  six  months  of 
1991  U.S.  corporations  sold  about 
$97  billion  of  new  issues,  up  71% 
from  $56.7  billion  in  the  same  period 
last  year. 

But  for  investors,  bull  markets — or 
a  period  of  declining  interest  rates — 
often  are  the  most  treacherous  for 
purchasing  new  corporate  bonds  be- 
cause underwriters  pay  a  relatively 
high  price  on  the  assumption  they  can 
sell  the  same  bonds  at  an  even  higher 
price  weeks  latyr. 

Trouble  is  the  bonds  wind  up 
underperforming  the  rest  of  the  mar- 
ket until  some  institutional  investors 
dump  their  holdings.  This  enables  the 
bonds  to  trade  freely  and  catch  up  in 
yield  with  the  rest  of  the  market. 

This  process  can  take  months  and 
sometimes  years. 

Another  new  offering  that  dazzled 
money  managers  when  it  was  sold 


Aug.  7  is  Boeing  Co.'s  8.75%  bonds, 
maturing  in  202 1 .  The  Boeing's  were 
priced  to  yield  8.80%,  or  65  basis 
points  more  than  the  Treasur>''s 
8.125%  bonds  due  August  2021.  Ini- 
tial investor  demand  for  the  issue  was 
so  strong  that  its  underwriters  in- 
creased the  offering  by  $100  million, 
to  $400  million. 

The  buyers  should  have  known 
better.  Recendy  the  Boeing  issue  was 
quoted  by  traders  to  yield  about 
8.72%,  and  the  gap  between  the 
Boeings  and  the  Treasurys  had  wid- 
ened to  73  basis  points. 

By  almost  any  measure,  the  Boeing 
bonds  were  too  expensive  when  first 
sold.  Comparably  rated  Hershey 
Food  Co.'s  seasoned  8.80%  bonds 
due  2021  yielded  8.86%  on  Aug.  7 
and  8.92%  on  Aug.  9.  Yet  money 
managers  could  not  say  enough  good 
things  about  the  Boeing  offering  as  it 
came  to  market. 

Why  is  this  significant?  An  investor 
who  bought  the  Hershey  bonds  Aug. 
7  and  kept  them  until  Sept.  9  made 
$17.20  per  $1,000  face  amount.  The 
investor  in  the  Boeing  issue  made 
only  $8.24  per  $1,000  face  amount 
during  the  same  period.  The  proof 
that  Boeing  bondholders  got  short- 
changed came  on  Sept.  10  when  the 
company  sold  bonds  at  a  yield  that 
was  substantially  higher  to  Treasurys 
than  the  earlier  issue. 

Similarly,  some  seasoned  telephone 
bonds  have  been  among  the  best  buys 
recendy.  Consider  Chesapeake  &  Po- 
tomac Telephone  of  West  Virginia's 
9.25s  due  in  2019  and  Southwestern 
Bell's  8.75s  maturing  in  2018. 

An  investor  who  bought  the  Chesa- 
peakes  (a  Bell  Atlantic  subsidiar\')  on 
May  30  at  99.2 1  to  yield  9.33%  could 
have  sold  them  on  Oct.  2  at  102.87  to 
yield  8.97%.  That's  a  profit  of  $36.66 
for  each  $1,000  bond. 

And  those  who  bought  the  South- 
western Bells  on  Jimc  3  at  94.05  to 
vield  9.35%  could  have  sold  them  on 
Oct.  2  at  99.17  to  yield  8.83%.  The 
gain  in  this  instance  was  $51.20  for 
each  $1,000  bond. 

The  lcsst)n  here  is,  if  you're  inter- 
ested in  corporate  bonds,  shop 
around  for  quality'  oldies,  rather  than 
jumping  in  with  all  the  rest  of  the  so 
called  saNAT  investors  on  new  issues. 
Ix*t  someone  else  break  the  new 
bonds  in  for  vou.  ^M 
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BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9)— including  some 
very  famous  names 
—which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  TheZweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance  of 
my  key  market  indicators  which 
helped  make  The  Zweig  Forecast 


*1  IN  PROFITS  for  the  whole  decade 
through  12/90  among  all  advisory 
services  tracked  by 
Hulbert.  (Past  results 
do  not  guarantee 
future  results.)  Call  to- 
day for  bonus  Per- 
formance Ratings  and 
gift  book  with  your 
Zweig  Forecast  trial. 
Time  is  crucial.  EXTRA  BONUS 

Three-Month  Trial  $55. 
One  Year  $265.  VIsa/MC. 
1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


STOCK 

RECOMMENDATIONS 

ON  CASSETTE! 


No  time  to  read 
stock  reports? 
We  will  supply 
you  with  our 
stock  recommen- 
dations on  cassette,  so  you 
can  listen  while  driving  or 
whenever  you  please. 

STOCKS  TO  BUY 
NOW... 

If  you  want  to  hear,  or  read, 
what  stocks  Andrew  Lanyi's 
customers  are  buying  now, 
please  call  us  toll-free  at 
1-800-526-9401. 

Minimum  account:  $50,000. 

The  Lanyi  Division  of 

Ladenburg,  Thalmann  &  Co. 

540  Madison  Avenue 

New  York,  NY  10022 


US 


Investment  Report 


Try  USIR  for  immediate  access  to 

■  A  7-year  record  of  picking 
stock  market  leaders. 

■  Two  model  portfolios  with 
remarkable  results. 

■  Strategies  proving  low  risk 
can  net  better  returns. 

■  Pinpoint  stockpicking  as 
opposed  to  shotgun  choices. 

B  Easy-to-read  analyses  free 
of  technical  jargon. 

SEE  FOR  YOURSELF 

Four  issues  $39  One  year  $228 

Visa/MC    212-995-2963 

U.S.  INVESTMENT  REPORT 

25  Fifth  Ave,  40,  NY,  NY  10003 
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PROTECT  YOUR  ASSETS 

with  2nd  to  die  survivorship  insurance  Use  to 

pay  estate  taxes  at  approx  ?%  on  ffie  dollar 

No  healtti  or  age  restrictions  Call  tor  free  report 

R  A  Elsenberg  Associates 

15  Cypress  St  •  Ste207  •  Newton  MA0?159 

1-800  777-5765 
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BUSINESS  OPPORTUNITIES 


YOUR  ULTIMATE 
JOB  SECURITY! 


Apply  your  management  skills 
to  a  business  you  own.  NEW 
manual  reveals  How  You  Can 
Buy     A     Business     Without 
Overpaying/   -    $27.95   ppd. 
Credit  card  orders  call  Free 
800-356-9315.  Mail  check  or 
card  number/exp.  to: 
The  Consultant  Press,  Ltd. 
163  Amsterdam  Ave.  #201 F 
New  York,  NY  10023 


Forbes: 
Capitalist  Tool" 


S    OVER  ONE  BILLION    S 

WORTH  OF  BUSINESSLS  FARMS  «  RANCHES 

FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCING' 

To  List  or  Buy  Call  Toll  Free  1- 800-999  SALE 

NO  BROKERAGE  FEES 
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GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 
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Receive  Value  Line 
for  only  ]^S:$55 

An  introductory  subscription  to  The  Value  Line 

Investment  Survey  brings  you  the  2000-page  Investors 

Reference  Service— Value  Line's  most  recent  Ratings  and 

Reports  on  1700  stocks.  You  will  also  receive  analyses  of 

about  130  stocks  each  week  for  10  weeks  for  $&&^$55. 

Available  only  once  every  two  years  to  smy  household. 

Your  subscription  to  Value  Line  may  be  tax-deductible. 

Consult  you  tax  advisor.  Send  check  or  money  order 

along  with  name,  address  and  zip  code  together 

with  this  ad  or: 

CaU  ToU-Free  1-800-833-0046 

(Ext.  2697-Dept.  3 16F28)  American  Express.  MasterCard 

or  Visa.  24  hours  a  day.  7  days  a  week.  30  day 

Money- Back  Guarantee.  Mow  4  weeks  for 

delivery.  NY  residents  add  sales  tax. 

Foreign  rates  upon  request. 

^he  Value  Line  Investment  SorreT* 

711  Third  Avenue 
NY  NY  10017 
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CORPORATE  ITEMS 


Save 

50% 


FREE  CERTIFICATES! 

AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  and 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349-3765 

Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 

Tuscaltx)sa,  .-Mabama  33-k13 
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BUSINESS  OPPORTUNITIES 


EDUCATIONAL  SERVICES  || 


MINI  PAYPHONES 
MAXI  PROFITS! 

The  payphone  comes  of  age. 
CNN  reports  "The  desk  top  size 
payphone  is  the  strongest  force  in 
the  payphone  industry  today."  It 
offers  convenience,  alfordabiliiy 
and  high  profits.  Company 
establishes  locations.  Minimum 
capital  required  $22,500  for 
turnkey  operation.  Company 
linancing  available  for  larger 
investments   Call  1-800-999-1093 
l.T.C    LTD 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  OOCTORAT 


FwWort  LUtl 
tinnwii  •  N*  ClMSfMi 


1-a0(M23-3244 
FAX  (213)  4T\-64St 

l*FrME« 

Pacific  Western  University 

600  N  StittOt  »»d  1>»  « i«  ««twi  m 


ITSABOUTTIME! 
'BEER  DISTRIBUTORSHIPS  " 


A  morriage  o(  two  huge  industries. 
Beer  and  Vtending.  Now  legal  in  the 
U.S  Although  new  to  the  US  Itls  "old 
news"  In  Japan  Passive  investment 
opportunities  available  in  ALL  states 
Must  aoalify  lnvestrr>ents  from  Sl5k 
to  $1  million  Call  (aOO)  «33-4«77 


SMARING 


BUSINESS  OPPORTUNITIES 


CORPORATE  ITEMS 


Peak  Profits. 


Launch  an  independent 
business  with  Lindal 
Cedar  Homes,  the 
world's  most  popular 
premium  custom  houses. 

•  High  profit  margins. 

•  No  franchise  fees. 

•  World-class  sales 
support. 

•  Powerful  marketing. 
For  the  whole  story, 
please  call 

1-800-221-6063. 


ALindal  Cedar  Homes 

RO.  Box  24426.  Dept.  FGO.  Seattle.  \XA  98124 


PUBLICATIONS 


jTAMING  THE  FUTURE. 

J  A  REVOLUTIONARY  BREAKTHROUGH 
■      IN  SCIENTIFIC  FORECASTING. 

Kenneth  E.  F.  Watt,  Ph.D.,  LL.D. 
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rustrated  and  impoverished  by  in- 
\ccurate  forecasts?  I  test  forecasting 
nodels  against  enough  history  to 
;nsure  accuracy  over  all  possible 
;on(jitions  using  the  most  powerful 
iv&ilable  computer  procedures.  Test 
esults  and  projections  of  the  future 
displayed  in  82  graphs.  Surprises: 
-orecast  accuracy  is  possible  with 
simple  models  on  home  computers. 
The  future  is  determined  by  events 
decades  ago,  not  the  recent  past. 
Historical  change  is  controlled  by 
mechanisms  with  multi-decade  time 
d^ays  in  energy  resource,  capital  in- 

estment  and  demographic  cycles. 

his  explains   "long  wave"  Recent 


data  cannot  forecast  major  market 
turns.  Sensitivity  and  direction  of 
response  to  various  causes  change 
as  society  evolves.  Programs  are  in- 
cluded so  readers  can  experiment 
with  parameters  or  model  structure. 
Three  subsequent  volumes  explain 
completely  methods  and  software 
package  and  how  to  revolutionize 
investment,  corporate  and  govern- 
mental decision-making  $40  soft- 
cover.  California  residents  add  ap- 
propriate sales  tax.  Send  checks  and 
money  orders  to:  The  Contextured 
Web  Press,  25108  l^arguente  Park- 
way, Suite  B-457,  f\/1ission  Viejo,  CA 
92692.  Allow  4-6  weeks  for  delivery. 


FRANCHISING 


FRAXCHISF  YOUR 

BLSI\FSSS2,900 


IN  30  DAYS 

1  Year  Free  Consultation 

Top  Franchise  Pros. 


EXECUTIVE  GIFTS 


if 


J  FRANCHISES 

1  ■ 


THAT 

^SELL 


609-662-6446 


MISCELLANEOUS  FOR  SALE 


Jnvestment  GEMSTONES! 
Guaranteed  liquidity::! 

m  buy  &  sell  Diamonds  arxl  all  Precious 
.<,Sm$toncs    Free  wholesale  catalog  since 
71  Member:  Jewelers  Board  of  Trade  & 
Ijamber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  42.Vt5 

TOLL  FREE  l-MO-626^52 


r  Information  on 
ntbrbes/Market  Classified: 
all  Linda  Loren 
[12-620-2440 


COMPUTERS 


MfrnflRYfTlfiC 


INDUSTRIESINC 


Our  15th  year  of  DISCOUNTS 

Tiincly'^  Computers 

Radio  Shack  *  p>hones       and  more 

Toll  Free  800-231-3680 
22511  Katy  Fwy  Katy  (Houston)  TX  77450 
1-713-392-0747     Fax  (713)  574-4567 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 


Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  )ust  12  shirts,  for  a  price  list  and  catalogue 
pleasecall:  1-800-274-4787 

The  Queensboro  Shirt  Company 

Dept  Fll,  119  N  llthSt..Greenpoint.NY  11211 


IMAGE  BUILDERS 


Promote  your  business...  Every  day 
low  prices  on...    ^ 


IMPRINTED 

COFFEE  f^^UGS 

AS  LOW  AS 

-    $1.29     / 


rTW^ 


_       '      Cttoosefrom 

hundreds  of  items. 

CALL  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


MAIL  ORDER 


StairUFT 

Model  SC 

Ride,  Don't  Climb. 

Ride  up  or  down 
stairs  quickly 
and  easily  witfi 
StalrLIFT  l^odei 
SC.  ttie  single- 
seat  lift  from 
Inclinator  Co 
of  America  For 
more  informa- 
tion write  today 

INCLINATOR 

COMPANY    ori  1a  ^ 

Dept  7  \w 

PO  Box  1557  V 

Harrisburg,  PA  17105-1557 


AMERICA 


FURNITURE 


STAND      FOR      SUCCESS 


ERGOSOMIC  DESK 
Mjika  it  hjppoi! 

Piocli»ln»  •  ^l(nm 

Rxti.HjnlcnMMnil 

SmdSIOOIraijiain|i 

Cj/T.  70i-J45l27V 

INTEITHOK,Ik.  ■  lll'lc>l<Si  •  >n>»m  ILtnS] 


INTERNATIONAL   BUSINESS 
DEVELOPMENT 


Control 

cYour 
Success 


TEN  WAYS  TO  DENTLOP  YOIR  BUSI- 
NESS IN  EUROPE      Sl'CCESSFl  LLY" 
is  a  practical  reference  &  decision 
making  tool,  written  by  American 
&  European  businessmen. 

WAYS  TO 

DEVELOP  YOUR 
BUSI.\-ESS  IN 

EUROPE 


SUCCESSFULLY! 


To  optimize  your  European 
market  opportunities,  order  your 
copy  today  Credit  card  orders  call 
1-800-223-6633  or  send  check  for 

$189S  to: 


CBM 


Cfoss  BofOef  Monogemeoi  inc 

5445  DTC  Borkvwov 

Bent  house  f<x# 

Engtewood/'OerMef  C0  80I11 


FURNITURE 


FREE  COLOR  CATALOG 


i 


Revolving  Bookcases.  Solid 

Matiogany  &  Other  Hardwoods 

Factory  Direct  Prices 

TimeN-TimberWoodcrafters  Inc 
FB  Bo«355  SitverhillAL  36576 


1-800-368-3943 


DinKIWHLIVCn 
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How  to  love 

a  sideways  waffle 

Investors  are  antsy.  After  surging 
17.6%  during  the  22  trading  days 
starting  Jan.  16,  the  s&p  500  has  been 
waififling  sideways,  and  at  levels  of 
earnings  and  dividend  yields  that  sug- 
gest the  next  move  could  be  down. 
(The  good  news:  Fortune  is  now 
warning  that  the  market  may  be  too 
high.)  Suddenly,  folks  who  normally 
don't  think  much  of  market  timing 
have  begun  to  wonder  if  they  should 
get  out  of  the  market  while  the  get- 
ting is  still  relatively  good. 

Come  now  two  professors  with 
some  fascinating  data.  Their  basic 
conclusion:  The  market  moves  in  fits 
and  starts,  and  the  perils  inherent  in 
being  out  of  the  market  during  the  fits 
are  so  dangerous  that  investors  should 
plan  to  be  in  at  all  times. 

The  professors  are  P.R.  Chandy  of 
the  University  of  North  Texas  and 
William  Reichenstein  of  Baylor  Uni- 
versity. Their  case  is  presented  in  an 
article  in  the  August  issue  of  aaii 
Journal,  published  by  the  American 
Association  of  Individual  Investors. 

Chandy  and  Reichenstein  exam- 
ined the  distribution  of  monthly  stock 
returns  for  the  S&P  500  from  1926 
through  1987.  They  found  that  if  the 
best  50  months — only  6.7%  of  the 
total  time  period — were  deleted,  the 
S&P  500's  entire  62-year  return  (be- 
fore inflation)  disappeared.  In  other 
words,  there  is  a  huge  penalty'  associ- 
ated with  being  out  of  the  market  at 
the  wrong  time.  Another  finding:  The 
long-term  advantage  of  stocks  over 
Treasury  bills  would  have  been  com- 
pletely wiped  out  if  an  investor  had 
missed  the  best  26  months.  When  it 
came  to  small  stocks,  returns  proved 
to  be  even  more  concentrated  in  rela- 
tively few  high -appreciation  periods. 

What  if  a  clair\'oyant  investor  had 
been  clever  enough  to  be  in  the  mar- 
ket during  the  good  times  and  out 
during  the  bad?  "If  my  mother  had 
wings,  she  could  fly,"  says  Reichcn 
stein.  "The  concentration  of  stock 
returns  fin  a  few  periods]  clearly  un- 
derlines the  limits  to  relying  on  mar- 
ket timing.  The  deck  is  stacked  against 
you.  You  see  by  the  data  how  easy  it  is 
to  miss  the  boat.  Ifyou're  a  long  term 
investor,  there's  really  no  time  you 
can  aflbrd  to  be  out  of  the  market ." 
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So  if  you're  currendy  trying  to  time 
when  the  market  will  begin  its  next  leg 
up  or  down,  Reichenstein's  advice  is 
to  forget  it.  Buy  the  stocks  you  like 
and  learn  to  live  with  the  sideways- 
waffling  periods.  Even  after  seven 
months  out  to  pasture,  the  bull  may 
be  just  around  the  corner. 

Soap.^  Or  suds^ 

Rumors  have  rippled  through  the 
cosmetics  industry  since  last  spring 
that  Neutrogena  Corp. — in  sham- 
poo, soap  and  skin  care  products — 
was  on  the  auction  block.  In  Septem- 
ber Business  Week  reported  "smart- 
money  players"  were  buying  the 
stock  in  the  belief  that  Chairman 
Lloyd  Cotsen,  whose  family  controls 
44%,  was  readying  a  fiill  or  partial  sale 
of  the  $234  million  (estimated  sales) 
company.  Largely  on  the  takeover 
talk,  o-t-c-listed  Neutrogena  has 
jumped  from  around  16  in  June  to  a 
high  of  24.  Recent  price:  21V4. 

Even  if  a  deal's  imminent,  the  stock 
still  looks  awfully  rich.  Analysts  expect 
the  company  to  earn  80  cents  a  share 
this  year,  up  23%  over  1990.  Suppose 
they're  right.  Then  the  market's  al- 
ready valuing  Neutrogena  at  cncr  26 
times  prospective  1991  earnings. 
Worse,  its  current  price  values  Ncu- 
tro^Mia  at  better  than  2  times  sales. 
The  last  cosmetics  company  to  be 
sold — Max  Factor,  bought  in  the 
spring  by  Procter  &  Ciamble — 
fetched  less  than  1 .5  times  sales. 

Another  clue  that  a  takeover  may  be 
more    suds    than    soap:    In    recent 
miMiths  C'hairman  Cotsen  has  report 
ed  his  intentions  tt)  sell  1 50,000  of  his 


shares.  According  to  Richard  Horc 
witz  of  Dallas- based  Insiders  Edge,h. 
has  sold  at  least  61,000  shares  sine 
late  July,  at  prices  between  SI 8  an 
S23.25  a  share. 

Cotsen  and  his  family  still  contr(. 
over  40%  of  the  company's  26.3  mi 
lion  shares.  Nonetheless,  Streen\alk 
er's  advice  is  to  follow  Cotsen's  lea 
and  sell.       -Gretchen  Morgenso 
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China  card 

Looking  for  a  way  to  play  the  cap 
talist  revolution  in  southern  Chin  : 
(Forbes,  Au£i.  5)>  Analyst  StuauW! 
Crane  ofNew  York's  A. R  Schmeidle  : 
&  Co.  recommends  the  America-/  -y- 
Depositarx'  Receipts  of  Hong  Kom  om 
Telecommunications  Ltd.  Receni  i^ 
NTSE  price:  29 V2.  ^\ 

Mainland  China  already  account  'iio 
for  about  .''0%  of  Hong  Kong  Tele/  w 
com's  S2.4  billion  of  estimated  revc^ 
nues  and  some  40%  of  its  long-di- 
tance  traffic.  This  traffic  is  gro\\in 
rapidly.  Consider  that  the  first  cabl 
linking  southern  China's  Guangdon;. 
province  to  Hong  Kong  was  buihjir 
only  three  years  ago.  It's  already  s» 
overloaded  that  a  second  link  is  nov] 
under  construction. 

The  company's  also  cleaning  up  i 
local  ser\ice,  where  80%  of  its  syster..,, 
is  digitized.  Thanks  to  low  costs,  it  ca» 
offer  its  2.5-million-plus  subscriber 
unlimited  local  calls  for  a  mere  S7.1; 
a  month.  What's  more.  Hong  Kon; 
Telecom's  operating  expenses  shouK 
go  lower  still.  Crane  expects  hki  tt 
ha\  e  1 00%  of  its  transmission  syster». 
on  fiber-optic  cable,  as  well  as  comi 
pletelv  computerized  switching  capa 
bilit>',' by  late  1993.  ! 

Crane  expects  Hong  Kong  Telc^ 
com  to  earn  S2 .05  per  ahr,  up  1 7%,  in 
the  fiscal  year  ending  Mar.  31,  19921 
He's  estimating  a  14%  gain,  to  S2.33 
the  folU>w  ing  year.  In  addition,  Cran> 
UH)ks  tor  the  company  to  increase  it 
dividend  on  the  .\nRs,  which  is  pait 
twice  a  year.  When  last  paid,  in  Au 
gust,  the  annualized  dividend  wa 
nearly  S 1 .37;  he  thinks  it  will  be  raisei 
to  an  annualized  $1.50  this  Novem 
ber.  At  that  rate,  the  stcKk  wouU 
currently  be  yielding  annnid  5%. 

There  are  ri>ughl\  10  million  APRS 
each  equal  to  30  ordinar\  shares.  Al 
though  this  represents  the  equivalen 
of  less  than  3%  o\  Hong  Kong  Tele 
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.  )m's  11.1  billion  outstanding  shares 
vhich  trade  in  the  volatile  Hong 
^ong  market),  liquidin,'  is  no  prob- 
L:m.  Weekly  volume  in  the  ahrs  has 
ately  ranged  from  almost  300,000  to 
learly  1  million.  Of  the  total  shares, 
J.K.'s  Cable  &  Wireless  Pic.  owns 
>8%;  the  People's  Republic  of  China 
)wns  another  20%. 

[Where  the  fizz  is 
The  consolidation  of  the  bottling 
idustr\'  continues  apace.  Coca-C^ola 
,:  nterprises,  the  leading  Coke  bottler, 
ccently  proposed  to  acquire  big,  pri- 
:4  lately  held  Johnston  Bottling  Group. 
no  Assuming  the  deal  closes,  the  new 
S^  :ompanv  will  have  1992  revenues  of 
.\a  S5.4  billion. 

Who's  next.'  Or,  barring  that, 
a  who's  cheap.^  One  bargain,  says  ana- 
r:i(  lyst  Joseph  Frazzano  of  Oppenheimer 
::\\  Sc  Co.,  is  S460  million  (estimated 
sa  1991  sales)  Coca-Cola  Bottling  Co. 
liij  Consolidated,  the  U.S.'  fifth-largest 
.ab  Coke  bottler.  The  o-t-c  stock,  which 
k  got  as  high  as  58  in  1986  on  takeover 
pjaimors,  lately  traded  at  just  19V2. 

Based  in  Charlotte,  N.C.,  the  com- 
roipany  operates  in  12  southeastern 
states.  It  got  into  trouble  in  the  mid- 
J980s  when  hea\y  discounting  strate- 
^es  did  not  work.  Current  earnings 
also  are  being  hurt  because  of  a  price 
war  with  PepsiCo's  wholly  owned 
bottling  operation.  But  the  earnings 
trend  is  definitely  up.  Frazzano's  per- 
share  estimates  for  1991  and  1992  are 
30  cents  and  50  cents,  respectively, 
versus  S5.54  of  cumulative  losses  be- 
tween 1986  and  1990. 

On  cash  fiow ,  things  look  decidedly 
better.  From  1986  to  1991  operating 
cash  fiow  quadrupled,  to  around  $60 
million,  or  S6.50  a  share.  As  pricing 
firms,  Frazzano  expects  this  to  rise  5% 
to  10%  next  year.  Meanwhile,  the 
company,  with  about  SI 00  million  of 

J  tax-loss  carryforwards,  pays  no  taxes. 
Based  on  its  cash  fiow,  Frazzano 
Att  values    Coca-Cola    C'onsolidated    at 
Ai  S41  a  share,  more  than  double  the 
««   market.  But  this  is  no  target  for  an 
:.Th   unfriendly  raid.  There  are  9.2  million 
i   outstanding    shares,    including    1.3 
million  Class  B  super\()ting  shares. 
;s.  Coca-Cola  Co.  ow  ns  30%  of  the  equi- 
i\ .  The  Harrison  family,  led  by  Chair- 
man J.  Frank  Harrison  Jr.,  controls 
,.  86%  of  the  votes.  ^ 
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Don't 
Drive! 


MADD 


Mothers  Against  Drunk  Driving 


Crrjicil  »s  J  puhiK  service  hy 
Hi««l   I  i?hl  A  (K'tu-  VIvrnivinr    Mjmvhurk-    P\ 


The  Timkcn  Company, 
global  supplier  of 
tapered  roller 
bearings,  knows  what 
it  takes  to  reach  its 
markets  in  Latin 
America. 
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Each  fortnight  over  185,000  primary 
subscribers  throughout  Latin  America 
read  VISION  (42,000  in  Mexico  alone). 
And  VISION  advertisers  reach  an 
audience  of  800,000  individuals  of 
measured  business  and  consumer 
influence  (1989  INRA  Audience 
Profile:  the  ninth  readership  study 
in  VISION'S  forty  year  history). 

For  additional  information  on 
advertising  to  ftic  top  levels  of 
business  decision  in  Latin 
America  please  contact: 

VISION  INC. 

310  Madison  Avenue 

Suite  1412 

New  York,  NY  10017 

Tel.  (212)953-1308 

Fax  (212)  953-1619 
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'^he  more  things  change  .  .  ." 
70  ytars  ago  in  Forbes 

Q-ROM  THE  ISSUE  OF  OcT  29,  192  1  ) 

"The  American  public  associates  the 
name  of  Leiter  with  a  notorious  at- 
tmpt  to  corner  the  supply  of  wheat 
uid  thus  force  up  the  price  of  bread. 
\nd  now  the  public  reads  that  Joseph 
peiter  has  had  'more  than  5300,000 
orth  of  wines  and  liquors  stolen 
cm  his  country  estate,  near  Wash- 
igton.'  Think  of  it,  more  than 
300,000  worth  of  booze  in  one  of 
e  homes  of  this  gentleman.  It  would 
ake  1 0  working  men,  at  $  1 ,000  a  year 
ach,  30  years  to  earn  what  Leiter  has 
ut  into  booze  for  this  cellar  alone, 
ow  many  other  wine  cellars  he  owns 
•qually  well  stocked,  the  newspapers 
io  not  record." 

•'When  that  misshapen  monstrosity, 
the  Fordney  Tariff  Bill,  first  saw  the 
ight  of  day,  Forbes  sounded  a  warn- 
ing that  the  U.S.  had  no  monopoly  on 
the  art  of  constructing  high  tariff 
walls,  and  that  if  the  proposed  mea- 
sure were  made  a  law,  other  countries 
would  be  sure  to  retaliate.  And,  sure 
enough,  first  one  country  and  then 
another  has  given  notice  that  it  means 
to  hit  back  if  the  Fordney  Tariff"  is 
Imposed." 

60  years  ago 

(From the  issue oe  Nov.  1 ,  1931 ) 
'Attacks,  subde  but  vicious,  have 
been  made  by  Europe  on  the  impreg- 
nability of  the  American  gold  dol- 
ar.  ...  All  sour  grapes!  The  Europe- 
ans who  circulate  such  slanders  know 
full  well  that  the  American  gold  dollar 
has  become  the  most  coveted  curren- 
cy in  the  world." 


I  "For  at  least  a  short  time,  such  previ- 
ously serious  situations  as  the  British 
elections,  the  French  gold  situation 
and  the  German  debt  problem  were 
set  in  the  background  by  the  develop- 
ment of  an  international  crisis  in  the 
growing  bitterness  between  C>hina 
and  Japan.  Following  intermittent 
troubles  during  most  of  the  summer 
months,  the  situation  developed  in 
not  much  over  a  week  into  a  major 
crisis  which  threatened  for  a  time  to 
split  the  most  important  countries  of 
the  world  into  two  armed 
camps.  .  .  ." 

Forbes  ■  October  28,  1991 


A  cramped  little  air  cargo  carrier 
of  World  War  II. 

50  years  ago 

(From  THE  ISSUE  OK  Nov.  1,  1941) 
"When  the  defense  emergenc)'  is 
over,  and  planes  and  pilots  are  avail- 
able, a  lot  of  cargo  that  travels  today 
on  wheels  will  take  wings.  Already 
several  aircraft  manufacturers  have 
'flying  boxcars'  on  the  draft:ing 
boards  or  in  the  mock-up  stage,  ready 
to  push  ahead  when  defense  orders 
cease." 

"Success  sometimes  creates  prob- 
lems. This  holds  true  for  the  fast- 
growing  fi-osted  food  industry',  where 
the  development  of  18,000  retail  out- 
lets created  need  for  a  truck  which 
could  transport  frozen  food,  keep  it  at 
subzero  temperature  at  all  times.  The 
problem  faced  W.L.  Morrison,  inven- 
tor of  the  Deepfreeze  system,  but  it 
didn't  stump  him  for  long.  He  invent- 
ed a  new  tvpe  of  refrigerated  motor 
truck.  .  .  ."' 

25  years  ago 

( From  THE  ISSUE  oE  Nov  1,  1966) 
"Mao  Tse-tung,  dictator  of  Com- 
munist China,  has  been  carrying  on  in 
recent  months  like  a  man  off  his  rock- 
er. ..  .  The  description  of  China's 
'new'  automobile  st\'les  as  having 
been  'inspired  by  Mao's  philosophy' 
is  funny.  The  tale  of  a  nine- mile  swim 
is  pathetic.  The  unrestrained  cruelu' 
of  teenage  mob  terrorists  operating 
with  official  encouragement  is  bizarre 
and  barbaric.  But  most  dangerous  is 
what  the  mentally  ill  Old  Man  with  All 
Power  could  do  along  and  across 
China's  borders."   -Malcolm  Forbes 

"The  annual  volume  of  what  some 
in  the  trade  euphemistically  refer  to  as 
men's  'grooming  aids'  is  now  ap- 


proaching something  close  to  $500 
million,  about  three  times  what  it  was 
three  years  ago.  Not  only  are  men's 
products  the  fastest-growing  segment 
of  the  almost  S3  billion  cosmetics  and 
toiletr)'  business,  but  practically  ev- 
erybody in  reach  of  a  vat  is  selling 
them,  all  the  way  from  old-line  cos- 
metics houses  like  Elizabeth  Arden 
<  whose  seven-year-old  Arden  for  Men 
line  now  accounts  for  12%  of  total 
sales)  to  big  detergent  makers  like 
Colgate-Palmolive,  which  came  out 
with  its  men's  007  line  last  year." 

10  years  ago 

(From  ihe  issue  of  Oct  26,  1981 ) 
"More  than  100  [golf]  pros,  includ- 
ing the  likes  of  Tom  Kite,  who  this 
year  joined  the  million-dollar  (life- 
time) winners'  circle,  have  signed  on 
to  have  their  prizes  moved  automati- 
cally into  [Merrill  Lynch's  Cash  Man- 
agement] accounts.  .  .  .  Overall,  in 
four  years  the  Cash  Management  Ac- 
counts have  grown  to  S25  billion  in 
money  market  fund  positions  and  se- 
curities and  about  450,000 
customers.  ..." 


Tom  Kite  sweeps  his  winnings  into  a 
money  fund. 


"Robotics  has  become  as  much  a 
lapanese  passion  as  baseball  and  cher- 
ry blossom  viewing.  According  to  the 
Robot  Institute  of  America,  Japan  has 
15,000  working  robots,  the  U.S.  has 
only  around  4,000."  ^M 
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Is  America  becoming 
decadent?  Do  we  no  longer 
regard  our  promises  and 
pledges  as  sacred?  .  .  . 
We  promised  to  make  peace 
with  Germany  only  in 
conjunction  with  the  Allies; 
but  we  brought  forward  a 
separate  peace,  defnandin^ 
for  ourselves  all  the 
advanta£ies  of  the  Treaty  of 
Versailles  but  rejecting 
all  the  responsibilities 
embodied  in  the  Treaty. 
It  was  Americans  President 
who  induced  Europe  to  form 
a  League  of  Nations;  and 
then  America  was  the  first 
country  that  refused  to 
join  it.  .  .  .  If  these  are 
not  the  symptoms  of  national 
decadency,  what  are  they? 


A  Text ... 

Blessed  is  the  man  that 
feareth  the  Lord,  that 
delighteth  greatly  in 
his  commandments.  His 
seed  shall  be  mighty  upon 
earth:  the  generations  of 
the  upright  shall  be  blessed. 
-Psalms  112:1-2 


Sent  in  by  William  A.  McCuen, 
Doylestown,  Ohio.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


-B.C.  Fof 


Man  is  an  animal  that  makes 
bargains;  no  other  animal 
does  this — no  dog  exchanges 
bones  with  another. 

-Adam  Smith 

New  York  is  to  the  nation 
what  the  white  church  spire 
is  to  the  village — the 
visible  symbol  of  aspiration 
and  faith,  the  white  plume 
saying  the  way  is  up! 
-E.B.  White 

A  woman  has  a  much  better 
chance  than  a  man  of 
acquittal  on  a  murder 
charge.  Of  course,  if 
she  happens  to  be  a 
blonde,  her  chances  rise 
about  45%. 
-Dr.  John  McGeorgk 

There  was  the  South  Ozone 
National  Rank  looking  as 
though  it  had  been  waiting 
for  me. 

-WlI.LlK  SUITON 


Paper  napkins  never  return 
from  a  laundry,  nor  love 
from  a  trip  to  the  law  courts. 
-John  Barrymore 

Whenever  I  date  a  guy, 
I  think,  is  this  the  man  I 
want  my  children  to  spend 
their  weekends  with!" 
-Rita  Rudner 

Snobs  talk  as  if  they  had 
begotten  their  own  ancestors. 
-Herbert  Agar 

So  far  as  I  can  remember,  there 
is  not  one  word  in  the  Gospels 
in  praise  of  intelligence. 
-Bertrand  Russell 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  tO:  Forbes  Inc.,  60  Fifth  Ave.,  New 
York,  N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


In  America  we  have  an 
upper  crust  and  a  lower 
crust,  but  it's  what's 
between — the  middle  class — 
that  gives  the  real  flavor. 
-Virginia  L.  McCleary 

Our  ancestors  are  \'er\'  good 
kind  of  folks,  but  they 
are  the  last  people  I 
should  choose  to  have  a 
visiting  acquaintance  with. 
-RicH,\RD  B.  Sherid.\n 

You  cannot  gauge  the 
intelligence  of  an  American 
by  talking  with  him;  you 
must  work  with  him.  The 
American  polishes  and  refines 
his  way  of  doing  things — 
even  the  most  commonplace — 
the  way  the  French  of  the 
seventeenth  centun-  polished 
their  maxims. 
-Eric  Hofeer 

In  our  countn-  we  have  those 
three  unspeakably  precious 
things:  freedom  of  speech, 
freedom  of  conscience,  and 
the  prudence  never  to 
practice  either. 
-M\RK  Twain 

Nowhere  are  prejudices  more 
mistaken  for  truth,  passion 
for  reason  and  in\ectivc 
for  documentation  than 
in  politics. 
-John  Mason  Bro\n-n 

If  you  stay  in  Beverly  Hills 

too  long  you  become  a  Mercedes. 

-ROBKRI  ReOEORO 

All  women  become  like  their 
mothers.  That  is  their  tragedy. 
No  man  does.  That's  his. 
-Osc\r  Wilde 

We've  onlv  i>ne  \irginir\' 

to  lose, 
.\nd  w here  we  lost  it 

there  our  hearts  will  be. 
-Rudyard  KiruNG 
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fears  fix)m  now  the  wisdom  of  buying  a  Hartmann 

will  be  even  more  apparent. 


')u1l  see  it  in  the  way  our  classic  belting 

ather  becomes  more  beautiful  with 

ch  passing  day.  You'll  become  further 

nvinced  as  your  appreciation  for  its 


mm 


Handcrafted  since  1877 


apparent  is  in  the  pride  that  comes  with 
owning  Hartmann. 


C1991  Hartmann 


19o3  "From  the  road  to  the  roof  it's  laced  with  intriguing  tidbits  and  thoughtful  touch 

19o4  "'^^^  ^^^  front-drive  Camry  4-door  sedan  offers  comfort,  quality,  and  interic 

1985  "^ost  trouble-free  new  car  in  America!'*//).  Power  and  Associates  J 

19o6  ''^^^^^w"  Consumers  Digest  I 

19o7  "-^^  ^^^  world's  auto  manufacturers  were  only  allowed  to  build  one  car  tc 

19oO  "^^^  Camry  is  everything  a  family  car  should  be."  Car  and  Driver 

1989  "  F^^ity  Car  of  the  Year."  Family  Circle  Magazine 

1990  "Most  trouble-free  compact  car  in  America  three  years  in  a 

,1 

1991  "R^ked  in  J.D.  Power  and  Associates  Top  Ten  models  in  Initial  ^ 

^J  1992.  We  JUST  couLDN 
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"/  love  what  you  do  for  me! 

®  TOYOTA^ 


I 


